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In response to the request of the Southwest Power Pool (the “SPP”), Entergy 
Arkansas, Inc. (“EAI”) submits the following comments as part of the SPP EAI 
Cost Benefit Analysis1 stakeholder process.  This document responds to a 
request from SPP to provide in summary form the comments, questions, and 
suggestions that EAI and Entergy Services, Inc. (“ESI”) provided in the SPP 
stakeholder conferences conducted on July 8, 2010 and continued on July 12, 
2010, this document provides: 
 

• the comments, questions, and suggestions that EAI and/or Entergy 
Services, Inc.(“ESI”) previously submitted in the SPP-Entergy CBA 
stakeholder process (which the SPP requested that EAI submit in 
writing); 

• confirmation that, considering that the SPP-EAI CBA will rely on the 
models and analyses conducted for the SPP-Entergy CBA,2 
comments made by EAI individually, or by ESI on behalf of EAI and 
the other Entergy Operating Companies in the SPP-Entergy CBA 
stakeholder process are also considered in the SPP-EAI CBA 
stakeholder process; and 

• suggestions for potential actions that would address issues raised 
in these comments, and potentially those of other stakeholders, 
which should improve the SPP- EAI CBA study results.  

 
This document provides EAI’s comments and questions regarding the 

SPP-EAI CBA.  These comments regarding the SPP-EAI CBA reflect questions 
and issues that have been raised by ESI on behalf of EAI and the other 
Operating Companies during the May 2010 through July 2010 period.  EAI’s 
comments also reflect conversations with the SPP and CRA regarding the SPP-
EAI CBA study, including discussions held as part of the SPP-EAI CBA 
stakeholder process.  
 
EAI’s comments address two major aspects of the SPP-EAI CBA: 
 

A. Study Process and Methodology 
B. Model Assumptions and Results 
 

 
1 The SPP EAI Cost Benefit Analysis (the “SPP EAI CBA”) refers to the study that the APSC 
requested SPP to perform to evaluate the costs and benefits of EAI’s participation in the SPP 
RTO on a stand-alone basis (i.e. assuming that the remaining Entergy Operating Companies do 
not participate in the SPP RTO).   
2 Charles River Associates (“CRA”) is conducting a cost benefit analysis of all the Entergy 
Operating Companies joining the SPP RTO (the “SPP-Entergy CBA”). 
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A. Study Process and Methodology Comments 
 
1. Additional Clarity and Alignment Regarding Study Objectives 

The models utilized by CRA provide an estimate of broad, high level 
impacts for regional and societal benefits of RTO participation; however, it does 
not calculate utility specific customer impacts.  As has been discussed previously 
in a variety of forums, identifying specific impacts on EAI and other stakeholders 
(including AECC, municipalities, and merchants) requires post-processing of 
model results.  This post-processing analysis must rely upon many assumptions, 
and absent more information on the study objectives, stakeholders cannot 
confirm that any such analysis and assumptions are meeting those objectives. 

CRA must provide detailed information from the various MAPS model runs 
so that ESI and EAI can determine the specific impact on Arkansas ratepayers 
for the various scenarios.  This detailed information shall include hourly data on 
the operation of the generating units in the Entergy footprint, Locational Marginal 
Prices (“LMP”) at various transmission nodes and tie-line flows within and 
between the Entergy footprint and adjacent regions.  This information is 
necessary so that the impacts at a utility specific level can be determined.  This 
data must be provided during the August-September 2010 time period to support 
the targeted October 31, 2010 completion date for this scenario. 

 
2. Transparency and Documentation of Study Scope and Decisions –  

a. In order to facilitate the review by stakeholders of modeling output 
and results (who also would benefit from details on these study processes), a 
study documentation log should be maintained, which should include the 
following topics:   

1.  the activities and scope of work for SPP; 
2. the interaction between SPP and CRA regarding model and 

assumptions changes and results prior to those results being 
made available to other stakeholders; and 

3. the cost of the SPP-EAI CBA, either for CRA or for SPP. 
b. Additionally, descriptions and discussions of the proposed study 

scope and methods would be beneficial to address stakeholder questions and 
issues, and ultimately will promote proper interpretation, confirmation, and 
stakeholder support of model results.  The study’s scope and methods have 
been defined by FERC, SPP and CRA.  While FERC, CRA and SPP may have 
familiarity with the processes and methods (either based upon discussions in the 
context of this study, or earlier studies), for most stakeholders, this is a new 
process.  Information in addition to the limited, high level descriptions provided 
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thus far for the SPP-EAI CBA is needed from SPP and CRA.  This should include 
assessment of the following in the study: 

1. The transmission upgrades for EAI and SPP transmission owners 
required to integrate EAI’s transmission facilities (or for all the 
Entergy Operating Companies’) with the SPP;  

2. The adequacy and deliverability of generation within SPP and 
Entergy regions to meet peak period reliability;  

3. Assumed levels/costs for ancillary services across the regions; 
and 

4.  Level of “out-of-merit” costs for generating units (IPPs and 
Network Resources). 

 
 To assist in the interpretation of GE MAPS model results provided by CRA 
(which can be difficult to assess and interpret, especially within the limited time 
expected to be allowed for review), EAI suggests CRA and SPP consider 
additional methods of presenting results that would be helpful to 
stakeholders in their review of results. Suggestions include: 

1.  Bubble diagram type summary of tie-line flows between 
control areas; 

2. EHV level load flow plots showing the MW flow on major EHV 
lines between major utilities or regions; 

3. Indicative/aggregated hourly output patterns and operational 
statistics for generation types critical to the validation and 
credibility of model results (e.g., CT/CCGTs); and 

4. Hourly aggregate import/export flows in critical constrained 
regions such as Amite South and WOTAB, and other 
constrained areas within SPP or control areas under study. 

 
B. Model Assumptions and Results   
 
 EAI has fundamental concerns regarding several of the critical 
assumptions and the methodologies utilized in CRA’s modeling.  These include 
the following: 
 
1.  Focus on a single operating scenario. 
 
 The initial SPP-EAI CBA results, as generally defined by SPP and CRA 
based upon the Commission’s Order No. 10 in Docket 08-136-U, is intended to 
provide an assessment of the costs and benefits of EAI’s participation in the SPP 
RTO.  The planned use of a single operating scenario (the EAI stand-alone 
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operating scenario) in the modeling will provide a limited analysis, as it will not 
take into account a variety of utility-specific issues.  While this approach is 
understandable in light of the directive to complete initial results by October 
2010, studying additional specific scenarios will provide support, and hopefully 
confirmation of, that initial study result.  This should include: 
 

a. As EAI has discussed extensively, EAI is also evaluating other 
options not considered in the initial study and associated results for the SPP-EAI 
CBA (e.g., EAI with 3rd Party Coordination Arrangements, participation in the 
MISO RTO, etc.); and  
 

b. EAI’s proposed generation supply plan for 2013-2022 is not 
complete; this plan will affect the assumptions in and results from the modeling 
for the SPP-EAI CBA.  Over the 2010-2011 period, EAI will define this generation 
supply plan with greater detail, from activities such as the results of the 2009 
Request For Proposal for generation capacity awards and discussions with 
merchants and adjacent utilities regarding supply options and possible 
coordination arrangements.  The effects of this assumption are not limited to EAI, 
but would be applicable for each utility.   

 
Because this more specific information will not be included in the initial 

results, those results will not provide as accurate a projection of the potential 
range of costs and benefits to EAI or other stakeholders (assuming they stand in 
a similar position to EAI regarding their long-term generation plans).  As a result, 
the model results will assume over-reliance on non-firm power purchases based 
on LMP from resources outside the control of utilities and with little certainty 
regarding future price levels, and thus exposes utility customers to future price 
uncertainty and price volatility.  EAI suggests care and caution in the use of 
the study results; at a minimum, any description of modeling results 
should include consideration of scenarios and updated studies to reflect 
updated information regarding utility actual generation plans for 2013-2022 
for EAI, and for other stakeholders willing to provide such information.  
 
 For the SPP-EAI CBA, the study’s stakeholders should discuss the 
need for the sensitivity cases that were originally planned for the SPP-EAI 
CBA (and that are included in the SPP-Entergy CBA), but that have been 
abandoned in the most recent SPP-EAI CBA scope document.  These 
stakeholder discussions of CRA work scope and sensitivity cases should 
also explore how best to use the time and resources required for sensitivity 
case analyses that consider the possibility of replacing less important 
sensitivities (e.g., load growth) with sensitivities exploring the critical (and 
not yet verified) assumptions upon which the CRA approach and models 
rely (e.g., hurdle rate assumptions that affect the generation unit 
commitment and dispatch or the future pricing behavior of merchants and 
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other market participants in Day Ahead RTO markets, both of which 
significantly affect the projected benefits of RTO participation). 
 
 Confirming the modeling assumptions being used currently, and analyzing 
those assumptions through sensitivity cases, should permit stakeholders to better 
analyze, confirm, and support the results of the SPP-EAI CBA. 
 
2. The SPP’s Study Scope Proposed Treatment for Reserve Margins  
 
 EAI believes it is best to perform sensitivity analyses at varying levels of 
reserve margins (13.8% - 20%) for both the stand-alone and SPP RTO 
participation cases. 
 
 Further, EAI does not agree that any difference in reserve margins is 
appropriately valued, as stated in the SPP-EAI CBA scope (section 7.B.f), by the 
levelized value of a new combustion turbine (“CT”).   
 
 These assumptions need to be reevaluated.  EAI will propose 
alternative assumptions and/or sensitivities within the timeframe required 
to complete the SPP-EAI CBA study to assess the effects of this 
assumption on the analysis.  EAI suggests care and caution in the use of 
the study results based upon these assumptions. 
  
3. Validation of GE MAPS model  
 

• Open Issues Exist Regarding 2013-2022 SPP-Entergy CBA Model 
Results - Multiple base case and change case questions and issues were 
raised in ESI’s June 30, 2010 letter (attached hereto).  Several of these 
issues have not yet been addressed, and such information will be needed 
to permit stakeholders to assess, and hopefully support, the study results.  
These include questions regarding the following: 

1. Unexplained energy exports from the Entergy region in the base 
case, possibly indicating dump energy associated with inaccurate 
modeling of QFs and flexible capacity; 

2. Questions regarding the modeling of merchant generation, 
including the assessment of whether merchant generation margins 
are sufficient to recover start up costs, minimum annual operating 
and maintenance costs, and the calculation of and cost allocation of 
uplift;  

3. Significant increases in generation in the CLECO region and the 
effects of the associated power flows, including production cost 
impacts; and 
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4. Concerns about the pattern of starts and dispatch for CTs and 
CCGTs and whether these patterns reflect realistic operational 
costs and capabilities (including fuel supply arrangements). 
 

• Production cost projections relying upon assumptions for GE MAPs 
model hurdle rates –Thus far, insufficient information has been provided 
regarding the basis for the hurdle rates selected by SPP and CRA for the 
initial study runs.  ESI expressed concern as to, and sought information 
regarding, the basis for the assumptions regarding hurdle rate 
assumptions in its March 31, 2010 comments (page 8-9) and again in its 
April 20, 2010 comments.  With respect to the SPP-Entergy CBA, ESI 
and EAI have proposed alternative assumptions (which were 
rejected), but additional sensitivity cases are planned to assess the 
uncertainty associated with this critical assumption and its effect on 
the analysis.  Similar sensitivity cases will be needed for assessing 
the results of the SPP-EAI CBA.   

• Incomplete model validation of RMR generating unit treatment - The 
unit commitment methodology used in the SPP-Entergy CBA associated 
with RMR generating units and constrained areas remains partially 
unexplained and without validation.  EAI suggests that CRA provide 
written responses to the questions that ESI has raised on this issue, 
and include the following items in the study documentation that can 
be compared to 2009 actual results to illuminate the possible risks of 
an unrealistic RMR and flexible capacity unit commitment and 
dispatch. 
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MEMORANDUM 
 

Entergy-SPP Cost Benefit Analysis (CBA) 
 
Date: June 30, 2010 
 
From: Entergy Services, Inc. on behalf of the Entergy Operating Companies 

(collectively Entergy) 
 
To:  CRA 
 
Subject: Questions/Issues Relating to the Revised 2013 Base Case and Change Case GE 

MAPS Results 
 
 

Issue: Entergy Exports 
 
In comparing the 2013 GE MAPS model results, Entergy observed that generation in the Entergy 
area decreased by 7.2 TWh from the Base Case to the Change Case.  This generation was 
replaced by importing additional energy (5.3 TWh) and decreasing exports (2.4 TWh).  Energy 
losses increased in the Change Case by approximately 0.485 TWh. 
 
The average cost of the generation that was decremented was approximately $57.00/MWh. The 
average cost of the incremental energy that was imported was approximately $48.00/MWh.  
However, the average lost revenue of the energy that was not exported in the Change Case was 
only approximately $24.00/MWh.  This suggests that energy was being sold at a loss in the Base 
Case, and that a significant portion of the production cost savings in the Change Case is coming 
from energy that is not being sold or exported.  Entergy is concerned that this result is indicating 
significant export transactions with a negative trade benefit in the Base Case.  This could 
possibly be a direct result of the two step process for modeling non-firm QF energy.  The unit 
commitment in the first step in the Base Case may have over utilized inflexible generation given 
that it was developed under the assumption that there was no QF energy.  When the QF energy 
was introduced in the second step in the Base Case, the model may have been required to export 
energy at a negative trade benefit to avoid dump energy. 
 
Entergy requests that this issue be thoroughly reviewed.  Based on Entergy’s understanding of 
the calculation methodology of production cost savings, a decrease in exports transactions should 
represent a loss in trade benefits and not a net savings to the exporting area. 
 
Issue: Cleco Exports 
 
Entergy observed that Cleco generation and net schedule interchange increased significantly in 
the Change Case.  However, Cleco’s adjusted production cost in the Change Case increased 
when compared to the Base Case as a result.  Can CRA explain this counter-intuitive result that 
implies the increased sales by Cleco in the Change Case have a net negative trade benefit for the 
Cleco area? 
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Issue: Varying unit commitment for generators at the same transmission node 
 
Based on the model results received from CRA for the 2013 Base Case and Change Case, 
Entergy observed that multiple units at the same location were running differently between the 
Base Case and the Change case.  A few examples are provided in the table below. 
 

UnitPool Unit Name Area

Base 
Capacity 

Factor

Base 
Generatio

n (GWh)

Change 
Capacity 

Factor

Change 
Generatio

n (GWh)
CLECO ACADIAEC Calpine Acadia Energy Center CLECO 45.6% 2,318.1 70.1% 3,563.6
Entergy ACADAEC2 Calpine Acadia Energy Center Entergy Louisiana       59.9% 3,044.2 75.9% 3,857.9
Entergy UNIONPW1 Union Power - Panda Energy 1 Entergy Arkansas        41.2% 1,984.1 19.0% 913.4
Entergy UNIONPW2 Union Power - Panda Energy 2 Entergy Arkansas        15.7% 758.6 15.2% 734.1
Entergy UNIONPW3 Union Power - Panda Energy 3 Entergy Arkansas        8.0% 385.7 13.4% 645.7
Entergy UNIONPW4 Union Power - Panda Energy 4 Entergy Arkansas        6.5% 315.5 11.6% 556.7
Entergy CTTNWOD1 Cottonwood CC1 (Intergen)   Entergy Texas           48.7% 1,343.5 39.3% 1,085.5
Entergy CTTNWOD2 Cottonwood CC2 (Intergen)   Entergy Texas           46.5% 1,284.0 32.4% 894.1
Entergy CTTNWOD3 Cottonwood CC3 (Intergen)   Louisiana Generating LLC 32.0% 881.8 27.5% 759.2
Entergy CTTNWOD4 Cottonwood CC4 (Intergen)   Louisiana Generating LLC 19.3% 531.5 24.4% 672.6

 
 

Please explain why multiple units at the same location would be running differently in the 
Change Case and if/why they are modeled with a different cost structure? 
 
 
Issue: System load and losses 
 

 Was the City of Conway load included in the Entergy area?  Is Conway a part of the 
149,000 GWh of load plus losses reported for the Entergy bubble?  

 
 Based on Attachment 1, energy losses for the Entergy bubble are approximately 7.7%.  

Does this value represent transmission plus transformation losses?  
 
 
Other Issues/Data Requests: 
 
Regarding the issue of “uplift” for the merchant units: 
 

 Entergy observed that there are a significant number of start associated with the CCGT 
units over the year in the 2013 Base Case and Change Cases.  Some of these starts 
translate to daily and weekly cycling of the units.  Are all the costs for starting these units 
reflected in the production cost calculation?  Please explain why IPP commitment 
patterns would change so drastically?  
 

 In the document “June 18 Conference Call Follow-up.pdf”, CRA confirmed that “we do 
not include uplift revenue in the production costs shown in this attachment.”  If this is the 
case, where is the uplift included in the model results?  Is this consistent with (1) how 
IPPs would price their energy in the existing bilateral markets and recover these costs 
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accordingly and (2) allocation of out-of-merit commitment costs that is typically part of a 
“Day 2” market design? 

 
 In the June 24, 2010 response to Entergy, CRA indicated that “The $5/MWh commitment 

hurdle in the Base Case will impact the commitment of the units, but the actual dispatch, 
pricing and margins will be the result of the subsequent dispatch of committed units.”  
Does this response also indicate that once an IPP is committed, it will recover at least the 
$5/MWh commitment hurdle over the commitment period? 
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