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MEMORANDUM 
 

Entergy-SPP Cost Benefit Analysis (CBA) 
 
Date: August 5, 2010 
 
From: Entergy Services, Inc. on behalf of the Entergy Operating Companies 

(collectively Entergy) 
 
To:  Resero Consulting 
 
Subject: Entergy Comments on CBA Draft Qualitative Analysis 
 
 

Entergy’s Weekly Procurement Process (“WPP”) 
 
Slide #5 of the presentation indicates that the WPP is a market for energy dispatch.  This 
is not correct.   The WPP is a procurement process for weekly bilateral transactions.  
Other processes are in place for long-term, annual, monthly, daily and hourly bilateral 
procurements.  The Entergy unit dispatch process is independent of the WPP. 
 
Slide #6 shows a “pro” in the base case as “maintain operational control”.  Entergy does 
not agree with that bullet.  
 
Slide #7 mentions “QF” as a “dispatch uncertainty”.   The potential ramification 
regarding QF operational impacts and the payments to QF is a significant and complex 
issue that could have significant impacts on the Entergy ratepayers given the quantity of 
QFs on the Entergy system.  While FERC would determine whether the QF obligation 
would continue to exist were Entergy integrated into SPP RTO, it would be the state and 
local jurisdictional regulatory authorities that would determine the price paid for QF 
energy and whether that pricing would change in an RTO market.   Currently, Entergy 
pays for QF put energy at an average avoided cost.  If the QF obligation continues to 
exist in the RTO market but the pricing is changed to a marginal price, there could be a 
significant increase in payments to QFs and in the ultimate cost to Entergy’s customers.  
This issue is not being explored in the quantitative analysis.  It should be discussed fully 
in the qualitative analysis so that all stakeholders understand the possible outcomes and 
risk.                      
 
Slide #7 of the draft presentation lists a number of “cons” associated with the WPP in the 
“Base Case”: 
 

“WPP redispatch has limitations 
 

•  model is not transparent (EN2, EN3); Limited info (dispatches, prices) 
 
•  Currently limited to peak hrs (EN2)” 
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Entergy has explained and FERC has approved the structure of the WPP in its current 
form including the degree to which Entergy shares information from the WPP with 
participants and the limitation of offers to the on-peak hours.  As Entergy has indicated 
previously, participation in the SPP “Day 2” market may not obviate the need of the 
WPP, and Entergy may continue to run the WPP on a weekly basis if it continues to 
provide benefits to Entergy’s ratepayers.  In that case, Entergy does not anticipate the 
information shared with participants from the WPP will change, nor will offers into the 
WPP be expanded to include the off-peak hours simply as a result of SPP RTO 
membership.  There is no reason to believe the structure and operation of the WPP will 
be different in the “Base” and “Change” cases and Entergy believes there is no reason to 
ascribe these characteristics of the WPP as “Cons” in the Base Case. 
 
 
Granting of Transmission Service 
 
On Slide #7 of the presentation, the draft presentation lists a number of “cons” associated 
with the granting of transmission service in the “Base Case”: 
 

“Perception that ICT model may oversubscribe transmission 
 

•  Due to incomplete info about loop flow, or about generation, or 
 
•  Due to Base Case overloads in conjunction with ICT running 3 yr 

models? (EN5) 
 
•  Historically a lot of TLRs in Entergy’s service area* 
 
•  Inefficiencies regarding transmission service requests (EN6)” 

 
In general, Entergy is concerned that the “perception” that the ICT may oversubscribe 
transmission service is characterized as a “con” in the presentation, yet no actual data is 
presented to support the assertion that service is oversubscribed.  The issues listed have 
previously been discussed, or have been addressed, in numerous forums involving both 
stakeholders and regulators.  (e.g., Concerns about Base Case contingency overloads and 
the use of 3-year planning models are often cited as reasons that transmission service is 
limited, not oversubscribed) Entergy has explained that it is eliminating the use of “Note 
B” in anticipation of industry approval of the proposed NERC transmission planning 
standard TPL-001-1, which when approved will likely phase out the allowable use of 
“Note B”.  This will address the concern in note EN6.  It should be noted that the SPP 
“Day 2” energy market will rely on a transmission model that could well have the same 
“incomplete” information associated with loop flows and generation.  The degree to 
which SPP will use TLRs in the “Day 2” market is unclear, and as a factual matter (and 
as detailed in the charts in the draft report), SPP calls a similar number of Level 4 and 
Level 5 TLRs as Entergy, and significantly more Level 3 TLRs, even though it is 
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operating a centralized energy imbalance market.  It should be noted that Entergy’s one 
TLR Level 6 was reported in error and should be reclassified as Level 5. [See Slide #8] 
 
For these reasons, Entergy believes the inclusion of this section on “oversubscribed 
transmission” in the report is inaccurate. 
 
On Slide #7, the following items should be added as “cons” under the Change Case 
column: 
 

 Uncertainty regarding the  impact of less than 100% of firm transmission rights 
granted in Transmission Rights Auctions due to feasibility (“Financial 
Transmission Rights Funding”) 

o Per information obtained through the Midwest ISO, this has varied from 
77%-92% in other RTOs.  

 
 Uncertainty regarding how SPP will implement operating zones within the SPP 

footprint and how these may impact unit commitment for reliability and ancillary 
services 

o Entergy notes that other RTOs have multiple operating zones.  SPP RTO 
future market protocols provide for operating zones, but SPP has not yet 
determined how these will be defined in SPP RTO future market. 

 
 
Transmission Planning 
 
Slide #10 indicates that “regional transmission planning, including Entergy” will be 
performed in the Change Case but regional planning is not listed in the Base Case. Per 
FERC Order 890, Entergy currently conducts transmission planning that includes 
regional and inter-regional planning with neighboring transmission providers.  Per 
Attachment K to the Entergy OATT, the ICT coordinates regional planning between 
Entergy, SPP, and SPP’s respective members through the Entergy-SPP RTO Regional 
Planning Process (“ESRPP”).  Entergy and the ICT also participate in the Southeast Inter-
Regional Participation Process (“SIRPP”), which includes coordination with transmission 
owners in the Southeast.  The only significant difference in the Base Case and the Change 
Case is planning for extra-high voltage transmission facilities under the SPP RTO. 
 
 
On slide #11, it is indicated there will be an “explicit process” for the Change Case.  It is 
unclear to Entergy what this bullet is intended to capture.  If the process refers to 
transmission model development, the existing process is detailed in Attachment K to the 
OATT.  If it is referencing the manner in which Entergy (via the ICT) evaluates 
transmission service or generation interconnection requests, those processes are also 
detailed in the OATT (i.e., Attachments C, D, E, N, etc.). 
 
Entergy requests that Resero Consulting clarify the bullet “+Elimination of other 
Basecase “cons” not mentioned.” 
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Slide #12 of the draft presentation listed a number of “cons” in the base case associated 
with Entergy’s transmission planning process: 
 

•  Perception that Entergy system has been under built/insufficiently upgraded 
given interpretation of NERC non consequential firm load provisions that shifts 
cost from native load to network customers (Note B type Base Case overload 
impacts) (EN7, EN8) 

 
•  Concern over Entergy’s inclusion of only 3-years of upgrades in its construction 

plan 
 
•  May be able to refine discussion following SPP’s system review (C*) 
 
•  Concerns about load-shedding effects on Entergy customers 
 
•  Possibility that these issues may not get resolved absent move to SPP (e.g., 

through E-RSC activities?)  
 
•  Costs of projects not reported in Entergy’s T planning process 

 
Again, Entergy is concerned that credence is being given to a “perception” of Entergy 
having under-built its transmission system.  This is counter to the facts.  Nearly $2.8 
billion in transmission investments have been made on the Entergy System over the last 
10 years.  In the July 20, 2010 CBA update meeting, Jay Caspary of SPP indicated that 
SPP’s initial analysis of the Entergy system indicated that there would be no additional 
transmission upgrades required on the Entergy system, beyond those identified in the 
Construction Plan or the Horizon Plan that covers the full 10-year planning period, if 
Entergy were to join the SPP RTO.  Thus, Entergy adequately plans and constructs its 
transmission system to meet NERC planning criteria. 
 
Regarding the notion that Entergy’s transmission planning practice “shifts cost from 
native load to network customers,” Entergy constructs its transmission system for 
reliability while ensuring that its customers do not fund uneconomic transmission 
upgrades.  For reliability planning, the ICT reviews all transmission projects proposed by 
Entergy and determines if those projects meet the applicable planning criteria.  The ICT 
also reviews the planning criteria and determines if changes are necessary. 
 
As to the “concerns” regarding load-shedding, this only occurs under extreme 
contingency conditions which are no less likely to occur under an RTO than in a stand-
alone utility.  Again, there is no reason to ascribe this point to a “con” in the base case. 
 
Also there would appear to be no reason to believe any issues associated with 
transmission planning would be easier to resolve in SPP than they are today.  In fact the 
opposite may be true as there is likely a greater diversity of stakeholder interests in a 
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combined SPP/Entergy RTO than exists today for Entergy as a stand-alone region, and 
consensus may be more elusive. 
  
To the final point in this section, Entergy does not report the estimated cost of 
transmission projects in its planning process for the simple reason that the construction of 
these projects are put out to bid.  Entergy does not want to preclude its ability to get the 
lowest cost bids on the projects by providing this information. 
 
 
Impact of Entergy Joining SPP RTO 
 
Slide #16 listed the following as one of the “Pros” for Entergy joining the SPP RTO: 

 
 Entergy’s transmission customers benefit from additional transmission that will 

have to be built 
 

It cannot be assumed that the construction of additional facilities would result in a 
“benefit” to Entergy’s customers.  The Cost Benefit Analysis, which will quantify 
potential production cost savings and address transmission cost allocation, is not yet 
complete.  Results of the addendum studies being requested by Entergy and other parties 
should also be taken into consideration.  The benefits and costs should be quantified for 
all of Entergy’s customers. 
 
Slide #16 listed the following as a “con” for Entergy joining the SPP RTO: 
 

• WPP mechanism will still be required to gain access to Entergy native load 
 
As previously stated, if Entergy were to join SPP and participate in the “Day 2” market, it 
may find value in continuing to operate the WPP.  This decision will be based on if the 
WPP continues to provide benefits to Entergy’s ratepayers.  The WPP is not “required” 
for Entergy to join the SPP RTO.  As of today, Entergy can make purchases from IPPs 
and external regions through a number of mechanisms (including long-term contracts and 
daily, hourly, and monthly purchases) outside the WPP.  Retention of the WPP is not a 
“con” associated with SPP membership by Entergy.  
 
 


