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 1 P R O C E E D I N G S 

 2 PRESIDENT ANDERSON:  

 3 I want to convene this meeting

 4 of the Entergy Regional State Committee.

 5 It is now 1:02 on the 20th -- Wednesday,

 6 October 20th.  I want to welcome all the

 7 stakeholders and visitors, both those who

 8 are present, as well as those who are

 9 attending by either telephone or who are

10 watching on the Internet.  And let me

11 mention to my colleagues on the committee,

12 both who are here and participating by

13 telephone, that one or more of my

14 colleagues may join us from the Texas

15 Commission, and as a result, we had to

16 arrange to have this meeting broadcast

17 over the Internet.

18 I particularly want to

19 welcome -- I want to welcome Councilwoman

20 Morrell, whose hospitality in New Orleans

21 has been greatly appreciated over a number

22 of meetings, as well as Commissioner -- as

23 well as Commissioner Fields.  I was going

24 to say I wanted to welcome my colleagues

25 from the PUC, but I think they must be --



     3

 1 must be in transit.  

 2 For those who are attending this

 3 meeting by telephone, I would remind you

 4 to please mute your phones.  Let me repeat

 5 that.  If you are attending the meeting by

 6 telephone, with the exception of my

 7 colleagues, please mute your telephone.

 8 That way we can avoid hearing all the

 9 confidential information that you're

10 sharing with your colleagues in the

11 office.

12 I guess the first item on the

13 agenda will be the roll call and

14 determination of quorum.

15 SECRETARY SUSKIE:  

16 Yes.  Hopefully, the phone is

17 working now.  Arkansas is present.  

18 Louisiana, Commissioner Field?

19 (No response.)

20 I don't know if we have him tied

21 in over the phone.

22 Mississippi, Commissioner

23 Presley?

24 You might see, Ben, if you can

25 get that resolved.
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 1 CHAIRMAN PRESLEY:  

 2 This is Brandon Presley.  I had

 3 took Ken's instructions and muted my

 4 phone.  I'm sorry.

 5 PRESIDENT ANDERSON:  

 6 That'd be the first time one of

 7 my colleagues listened to me.  

 8 SECRETARY SUSKIE:  

 9 Okay, well, Mississippi is here.  

10 Is Commissioner Fields there?  

11 See if we can get that resolved.  

12 City of New Orleans?

13 COUNCILWOMAN HEDGE-MORRELL:  

14 Here.

15 SECRETARY SUSKIE:  

16 And Texas Commission?

17 PRESIDENT ANDERSON:  

18 I'm here.

19 SECRETARY SUSKIE:  

20 We have a quorum.

21 PRESIDENT ANDERSON:  

22 All righty.  We've got a quorum.

23 I'm going to suggest we go ahead and move

24 to the first item, agenda item, the

25 approval of the minutes of September 9th.
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 1 SECRETARY SUSKIE:  

 2 I move for the adoption.

 3 COUNCILWOMAN HEDGE-MORRELL:  

 4 Second.

 5 PRESIDENT ANDERSON:  

 6 All in favor?

 7 (All ayes.)

 8 Opposed?

 9 (No response.)

10 I think the ayes have it.  

11 Next on the agenda, and I want

12 to -- before we do that, I'd like to see

13 if we've got Commissioner Fields on the

14 phone.

15 (No response.)

16 I really -- the next item is,

17 frankly, the discussion and, I hope,

18 approval of two resolutions that would

19 approve the adoption of draft Memorandum

20 of Understanding and authorize the related

21 Attachment X.  There's also a resolution

22 that would approve -- there are some

23 amendments to the bylaws that would

24 reflect the authority that Attachment X

25 would grant the committee if -- if and
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 1 when FERC -- you know, FERC actually

 2 approved the Attachment X.  Before -- 

 3 Again, is Commissioner Fields on

 4 the phone?

 5 MR. LOUDENSLAGER:  

 6 Paul Zimmering is checking.

 7 PRESIDENT ANDERSON:  

 8 Okay.

 9 MR. BRIGHT:  

10 I'm checking, as well.

11 PRESIDENT ANDERSON:  

12 We might want to just stand at

13 ease for a minute.

14 MR. BRIGHT:  

15 Do you want to do a --

16 PRESIDENT ANDERSON:  

17 That's a good idea.  Why don't

18 we -- while we're waiting for that, why

19 don't we do a roll call of the folks in

20 the room and who are participating by

21 telephone?  Let's do the phone first.

22 COUNCILWOMAN HEDGE-MORRELL:  

23 Someone just said --

24 PRESIDENT ANDERSON:  

25 I'm sorry?
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 1 CHAIRMAN PRESLEY:  

 2 Again, this is Brandon Presley.

 3 Is there any way -- I think those of us on

 4 the phone are having a real hard time.  At

 5 times, the microphones are really loud; at

 6 times, they're very, very soft.  Is there

 7 any way they might could turn you up a

 8 little bit for those of us on the phone?

 9 PRESIDENT ANDERSON:  

10 All right.  Can you hear me

11 better now?

12 CHAIRMAN PRESLEY:  

13 I hear you wonderful now, yes,

14 sir.

15 PRESIDENT ANDERSON:  

16 Okay.  I want to thank my

17 colleague -- my colleague from Arkansas

18 for increasing the volume on it.

19 Why don't we go ahead and do the

20 identification of those in the room?  

21 MS. SCHMIDT:  

22 Kristine Schmidt, ESPY Energy

23 Solutions.  

24 MR. LOUDENSLAGER:  

25 Sam Loudenslager, Arkansas
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 1 Public Service Commission.

 2 MR. BRIGHT:  

 3 Ben Bright, Southwest Power Pool

 4 staff.

 5 MR. GREFFE:  

 6 Richard Greffe, Texas Commission

 7 staff.

 8 MS. BURROWS:  

 9 Lori Burrows, Arkansas

10 Commission staff.  

11 MR. SULLIVAN:  

12 Jim Sullivan, The Sullivan

13 Group.

14 MR. SCHUG:  

15 Wayne Schug, Midwest ISO.

16 MR. BITTLE:  

17 Ricky Bittle with Arkansas

18 Electric Coop.

19 MR. HENLEY:  

20 Rick Henley, City Water & Light,

21 Jonesboro, Arkansas.

22 MR. REW:  

23 Bruce Rew, SPP ICT.

24 MS. VOSBURG:  

25 Jennifer Vosburg, Louisiana
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 1 Generating and NRG Energy.

 2 MR. CHESHIRE:  

 3 David Cheshire, ExxonMobil.

 4 MR. BRONNER:  

 5 Eric Bronner, Entegra Power.

 6 MS. LANE:  

 7 Sarah Lane, Tenaska.

 8 MS. WALKER-RATLIFF:  

 9 Joan Walker-Ratliff,

10 ConocoPhillips.

11 MS. BYRD:  

12 Sandy Byrd, Arkansas Electric

13 Coops.

14 MR. PALIZA:  

15 Roberto Paliza, Paliza

16 Consulting.

17 MR. VANMIDDLESWORTH:  

18 Rex VanMiddlesworth, Texas

19 Industrial Energy Consumers.

20 MR. MITTENDORF:  

21 Brad Mittendorf, Southern

22 Strategy Group of Louisiana.

23 MR. WILSON:  

24 Dave Wilson, Arkansas Cities of

25 Conway, West Memphis, Osceola, Benton,
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 1 Prescott and Hope Water & Light.

 2 MR. BROUSSARD:  

 3 Dennis Broussard, Entergy

 4 Transmissions.

 5 MR. ESTES:  

 6 Chip Estes, Utilicom. 

 7 MR. OWENS:  

 8 Andrew Owens, Entergy Louisiana.

 9 MR. SHUGART:  

10 Chris Shugart, Pattern Energy.

11 MR. MOORE:  

12 John Moore, Stratus Energy

13 Group.

14 MR. BENEDICT:  

15 Nathan Benedict, Texas Office of

16 Public Utility Counsel.

17 MR. TORRENT:  

18 Gary Torrent, OPUC.

19 MR. SHUMATE:  

20 Walt Shumate, Shumate &

21 Associates.

22 MR. DILLAHUNTY:  

23 Les Dillahunty, Southwest Power

24 Pool staff.

25 MS. GALLUP:  
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 1 Terri Gallup, American Electric

 2 Power.

 3 MR. TAYLOR:  

 4 William Taylor, Calpine

 5 Corporation. 

 6 MS. RODRIGUEZ:  

 7 Deanna Rodriguez, Entergy New

 8 Orleans.  

 9 MR. SHIPLEY:  

10 Don Shipley, SPP staff.

11 MR. NEWELL:  

12 Gary Newell, counsel for

13 Lafayette, LEPA, MEAM and MDEA.

14 MR. PRICE:  

15 Jeff Price, counsel for SPP.

16 MR. THOMPSON:  

17 Henry Thompson, Hope, Prescott,

18 Benton, Conway, West Memphis and Osceola,

19 Arkansas.

20 MS. ALLISON:  

21 Constance Allison, Texas Senator

22 Steve Ogden.

23 MR. MACK:  

24 Stephen Mack, Texas Cities.

25 MR. GREEN:  
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 1 Tony Green, Southwest Power

 2 Pool.

 3 MR. CLAREY:  

 4 Patrick Clarey, FERC staff.

 5 MR. RITTS:  

 6 Fred Ritts, East Texas Coops.

 7 MS. CARLISLE:  

 8 Lynn Carlisle, South Mississippi

 9 Electric.

10 MR. NEASE:  

11 Nelson Nease, East Texas Coops.

12 MR. DAVIS:  

13 Mark Davis, East Texas Coops.  

14 MR. CRIPPS:  

15 Matthew Cripps, Cleco Power.

16 MR. SKINNER:  

17 Doug Skinner, Cleco Power.

18 MR. ALLEN:  

19 Tom Allen, GDF SUEZ Energy.

20 MR. VONGKHAMCHANH:  

21 Kham Vongkhamchanh, Entergy.

22 MS. WATSON:  

23 Melissa Watson, Louisiana

24 Commission staff.

25 MR. PATTERSON:  
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 1 Kirk Patterson, Louisiana

 2 Commission staff.

 3 MR. ZIMMERING:  

 4 Paul Zimmering, Louisiana

 5 Commission staff.

 6 MR. LUCAS:  

 7 Antoine Lucas, SPP ICT.

 8 MR. BURNS:  

 9 Mike Burns, Entergy.

10 MS. TURNER:  

11 Becky Turner, Entegra Power.

12 MR. REED:  

13 Presley Reed, SNR Denton, on

14 behalf of the Council of New Orleans.

15 MR. BOOTH:  

16 Bill Booth from New Orleans.

17 MR. HAMMETT:  

18 Bill Hammett, Entergy

19 Mississippi.

20 MR. GRENFELL:  

21 Bob Grenfell, Entergy

22 Mississippi.

23 MR. GROSS:  

24 Blake Gross, SWEPCO Texas.

25 MR. DASPIT:  
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 1 Larry Daspit, Entergy.

 2 MS. BARFIELD:  

 3 Carol Barfield, Marathon Oil.

 4 MR. NEINAST:  

 5 Steve Neinast, Entergy Texas.

 6 MR. HOWELL:  

 7 Barry Howell, Entergy Texas.

 8 MR. BLAKLEY:  

 9 Jack Blakley, Entergy Texas.

10 MR. FOX:  

11 Kip Fox, AEP.

12 MS. HARRIS:  

13 Brenda Harris, Oxy.

14 MR. OLSON:  

15 Carl Olson, Entergy Texas.

16 MS. CYR:  

17 Paula Cyr, Entergy Texas.

18 MR. BARTLETT:  

19 George Bartlett, Entergy

20 Transmission.

21 MR. POWELL:  

22 Doug Powell, Entergy

23 Transmission.

24 MR. KELLOUGH:  

25 Lee Kellough, Entergy.
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 1 MR. BROWN:  

 2 Matthew Brown on behalf of

 3 Entergy Louisiana and Entergy Gulf States

 4 Louisiana.

 5 MR. CAMET:  

 6 Greg Camet, Entergy.

 7 MR. KRAJECKI:  

 8 Jim Krajecki, Customized Energy

 9 Solutions.

10 MR. LONG:  

11 Charles Long with Entergy

12 Transmission.

13 MS. DESPEAUX:  

14 Kim Despeaux with Entergy.

15 MS. RAINER:  

16 Sallie Rainer with Entergy.

17 MR. HURSTELL:  

18 John Hurstell with Entergy.

19 MR. BERNSTEIN:  

20 Glen Bernstein for Entergy.

21 MR. McCULLA:  

22 Mark McCulla with Entergy.

23 MS. MURPHY:  

24 Erin Murphy with Entergy.

25 PRESIDENT ANDERSON:  
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 1 Would those of you who are

 2 stakeholders who are attending by

 3 telephone please identify yourselves?

 4 MR. MAHONY:  

 5 Emon Mahony, Arkansas attorney

 6 general.  

 7 MR. MOVISH:  

 8 Phil Movish, City of New

 9 Orleans.

10 MR. RALSTON:  

11 Al Ralston, Entergy.

12 MR. ROE:  

13 Doug Roe, FERC staff.

14 PRESIDENT ANDERSON:  

15 Anybody else in the room who

16 hadn't previously identified themselves?

17 (No response.)

18 All righty.  Is Commissioner

19 Fields on line now?

20 (No response.)

21 Why don't -- while we're waiting

22 for Commissioner Fields, why don't we move

23 to agenda item 4, which is the report from

24 FERC?  If that's all right, Patrick?

25 MR. CLAREY:  
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 1 Sure.  Thank you, President

 2 Anderson.  

 3 Just a brief update of recent

 4 FERC activity since your last meeting.

 5 Earlier this month, FERC took the first

 6 step in establishing a formal rule-making

 7 proceeding involving the five groups of

 8 Smart Grid standards identified by the

 9 National Institutes of Standards and

10 Technology.  We have created a docket

11 RM11-2 for this rule-making and we should

12 in the near future issue a notice of

13 proposed rule-making on the standards.

14 In September, FERC accepted the

15 performance assessment of NERC, finding

16 that NERC continues to fulfill its

17 statutory and regulatory responsibilities

18 as the nation's electric reliability

19 organization.  Also, in September, FERC

20 enhanced its enforcement program by

21 modifying its penalty guidelines after

22 carefully considering a broad range of

23 comments and recommendations submitted by

24 the industry.  The modified penalty

25 guidelines will base penalties on the same
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 1 factors as those in existing enforcement

 2 policy statements, but will be applied

 3 with more focus by assigning specific and

 4 transparent weight to each factor.

 5 Finally, in September, FERC permanently

 6 lifted the price cap for all reassignments

 7 of firm transmission capacity by the

 8 wholesale electric transmission customers.  

 9 And I would also note that you

10 may want to pay close attention to our

11 agenda tomorrow.  There's a lot of

12 important orders on the agenda.  There's

13 the Duke proceeding involving leaving

14 Midwest ISO and joining PJM.  Also,

15 there's our revised credit policy and some

16 -- quite a few reliability standards.  So

17 I'd be happy to take any questions.  And

18 that concludes my report.

19 PRESIDENT ANDERSON:  

20 Any questions from the members?

21 (No response.)

22 All right.  Well, thank you

23 Patrick.  Let me ask --

24 VICE-PRESIDENT FIELD:  

25 This is Commissioner Field
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 1 joining you.

 2 PRESIDENT ANDERSON:  

 3 Welcome, Commissioner Fields. 

 4 VICE-PRESIDENT FIELD:  

 5 Thank you.  I apologize for

 6 being a few minutes late.

 7 PRESIDENT ANDERSON:  

 8 Don't worry.  I understand how

 9 busy we all are, so I thank you for

10 attending.  

11 Let's move back up, then, to

12 agenda item No. 3, which is -- will be

13 discussion and, hopefully, a vote on our

14 205 directive -- our 205 directive

15 authority, as well as the related MOU,

16 Memorandum of Understanding, and the

17 amendment to our bylaws.  

18 We have before us -- we have two

19 resolutions:  One, again, that relates to

20 our authority to direct Entergy to make

21 205 filings under the Federal Power Act,

22 as well as a related Memorandum of

23 Understanding and a proposed Attachment X,

24 which will be an attachment to the Entergy

25 OATT.
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 1 What I'd like to do -- and,

 2 second, there's a resolution that deals

 3 with an amendment to our bylaws that

 4 reflect this authority, so with -- what

 5 I'd like to do is take up and discuss the

 6 resolution that deals with our Section

 7 205 -- our 205 authority and the MOU in

 8 Attachment X.  What I'd like to do is just

 9 kind of run down the members of the

10 committee.  I think we'll start from east

11 to west with Chairman Presley, in case you

12 have any remarks or questions relating to

13 either of these two resolutions.

14 CHAIRMAN PRESLEY:  

15 I have no questions, no

16 comments.  I'm in support of it.

17 PRESIDENT ANDERSON:  

18 All right.  Then, I think,

19 moving next would be City of New Orleans.

20 COUNCILWOMAN HEDGE-MORRELL:  

21 I don't have any questions.

22 We're in support of it.

23 PRESIDENT ANDERSON:  

24 All right.  Next will be

25 Commissioner Fields.
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 1 VICE-PRESIDENT FIELD:  

 2 President Anderson, I would just

 3 simply say I'm very pleased that my fellow

 4 commissioners of Louisiana voted

 5 unanimously for me to support these items.

 6 And I appreciate all the work that's gone

 7 into it on behalf of all the staff of each

 8 state, as well as the stakeholders.  And I

 9 know it's taken a long time, but I think

10 we've done a very good job of

11 accomplishing what we want and protecting

12 the jurisdiction of the states, and I'm

13 pleased to support it.

14 PRESIDENT ANDERSON:  

15 All right.  Thank you very much.

16 Arkansas?

17 SECRETARY SUSKIE:  

18 Yes.  I'd like to thank all of

19 the stakeholders from Entergy to the munis

20 to the load-serving entities, as well as

21 the IPPs.  This clearly has been a

22 stakeholder process to find ways to

23 improve our region and find ways to bring

24 about some changes based upon concerns

25 many in this room and many of those
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 1 dependent on Entergy's transmission system

 2 have raised in the past.  

 3 I'd particularly like to thank

 4 the staffs of the state commissions.  It's

 5 been a tremendous amount of work, a lot of

 6 overtime, and I want to thank them for all

 7 the things they have done.

 8 I think it's a -- today is as

 9 historic as Charleston was last summer.  I

10 think we're almost 16 months to the day

11 since Charleston.  And I think we have a

12 real opportunity to bring about some

13 positive improvements to this region and

14 to help ratepayers, as well as bring

15 certainty to many of the stakeholders from

16 Entergy to other transmission-dependent

17 stakeholders in this room.  And the

18 Arkansas Commission's in support of the

19 MOU in both of the resolutions, as well as

20 the amendments to our bylaws.

21 PRESIDENT ANDERSON:  

22 Thank you.  And I, too, am going

23 to vote to support both resolutions.  I

24 think that it is a significant step

25 forward.  I do want to -- and I want to



    23

 1 thank the working group, the stakeholders,

 2 as well as FERC, for their support in this

 3 process.  It couldn't be done without all

 4 of that work.

 5 I do want to mention one thing

 6 before we vote, that I personally

 7 remain -- remain deeply disappointed with

 8 Entergy's, frankly, unwillingness to

 9 negotiate in good faith over in-service

10 dates relating to projects that are added

11 to the construction plan.  All we got back

12 from them over this issue was no, despite

13 repeated attempts by the working group to

14 try to accommodate their concerns, which I

15 believe were legitimate.  The staff -- our

16 staff on the working group did make --

17 make several suggestions.  And rather than

18 negotiating in good faith, we simply got

19 no back.

20 I think, in my own mind, this

21 raises grave, grave concerns about how

22 they intend to act with respect to the

23 authority we have under the OATT, if we

24 get it, if the vote is affirmative and if

25 FERC approves it, you know, particularly



    24

 1 our authority to move -- move projects

 2 onto the construction plan off the base

 3 plan, because what we add, then Entergy

 4 can take away, in effect, by in-service

 5 dates and moving the in-service dates once

 6 they're added.  

 7 However, this is a -- this is a

 8 point we'll just all have to watch.  I

 9 certainly hope I am proven wrong.  Nobody

10 will be happier if I am.  And I think -- I

11 believe in attempting to resolve this

12 issue would have just resulted in further

13 delay.  I think we've got to move forward.

14 I think the authority we're getting is a

15 good first step.  We have spent now over a

16 year getting to this point, and I think

17 that, therefore, ready to take a vote.  

18 Therefore, unless there are any

19 other comments or questions, either from

20 my colleagues or from those attending,

21 I'll entertain a motion to approve the

22 resolution regarding Section 205 filing

23 rights.  I believe I heard -- I heard

24 Chairman, I believe, Presley.

25 CHAIRMAN PRESLEY:  
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 1 Yeah, I was just going to jump

 2 in.  I thought you -- when you asked us

 3 for comments, I was going to keep

 4 (inaudible).  I'd just like to thank,

 5 though, also the working group, but also

 6 ESPY Energy Solutions.  Again, I can't say

 7 enough about Kristine and the work that

 8 they've done.  

 9 And I just echo your comments

10 about the in-service dates and the issues

11 there.  Although this is very much a step

12 in the right direction, it is a little bit

13 reminiscent of same song, second verse

14 when it comes to some of the issues.  It's

15 too bad we weren't able to work that out.

16 I just wanted to share those comments.  

17 But I want to thank ESPY and

18 working group and everyone else who was a

19 part of it for their work in getting us to

20 this point.  Thank you.

21 PRESIDENT ANDERSON:  

22 Well, I appreciate that,

23 Brandon.  

24 Any other questions or comments?  

25 (No response.)
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 1 If not, then I will entertain a

 2 motion with respect to the resolution

 3 that's before us relating to the authority

 4 of the Committee to direct Entergy to make

 5 certain Section 205 filings upon a

 6 unanimous vote of the E-RSC.

 7 SECRETARY SUSKIE:  

 8 I'll move for the adoption of

 9 the resolution that's titled as follows:

10 "A resolution of the E-RSC requesting

11 Entergy to make a filing at the FERC to

12 revise the Entergy open access

13 transmission tariff to establish E-RSC

14 authority to direct Entergy to make

15 certain Section 205 filings upon a

16 unanimous vote of the E-RSC."

17 PRESIDENT ANDERSON:  

18 Is there a second?  

19 COUNCILWOMAN HEDGE-MORRELL:  

20 Second.

21 CHAIRMAN PRESLEY:  

22 I second.

23 PRESIDENT ANDERSON:  

24 All those in favor?

25 (All ayes.)



    27

 1 Any opposed?

 2 (No response.)

 3 The ayes have it.

 4 SECRETARY SUSKIE:  

 5 I'll make a second motion, move

 6 that we adopt the resolution, the caption

 7 that says, "A resolution of the E-RSC

 8 regarding changes to the E-RSC's bylaws to

 9 reflect the E-RSC Section 205 filing

10 directive authority."

11 COUNCILWOMAN HEDGE-MORRELL:  

12 Second.

13 PRESIDENT ANDERSON:  

14 All those in favor?

15 (All ayes.)

16 Opposed?

17 (No response.)

18 The ayes have it.  

19 Let the record reflect it was

20 unanimous in both votes.  Thank you.  

21 Well, I congratulate my

22 colleagues, the working group and Entergy

23 in working to get to this step.

24 Obviously, the next step will be to get

25 the MOU signed and Attachment X actually
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 1 filed with FERC.  And we can talk a little

 2 later in the meeting with Entergy about

 3 the timing of that activity.

 4 But I think this is a -- this is

 5 a great first step, and as I'll talk about

 6 a little later, at the next meeting what I

 7 would propose to do is that we begin to

 8 move toward making some decisions about

 9 how we're going to exercise that authority

10 if we do decide to exercise it.  Among

11 other things, at the -- at the January

12 meeting, I'd like, with your approval, to

13 have presentations made from ERCOT, from

14 the SPP and from MISO about -- with more

15 detail about how transmission is planned

16 in their respective RTOs, ISOs; how

17 they -- how they evaluate -- what their

18 methodologies are in evaluating proposals,

19 as well as how the costs are allocated;

20 and then, finally, what mechanisms they --

21 they have in place to actually ensure that

22 transmission does get built.

23 But that's just -- that's

24 work -- that's work for the future.

25 SECRETARY SUSKIE:  
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 1 I agree.  And I look forward to

 2 that January meeting.  I will say, as I

 3 see Commissioner -- former Chairman

 4 Hochstetter-Byrd, I guess I should -- I

 5 knew her as Hochstetter at the time -- but

 6 Hochstetter-Byrd in the room, I was not at

 7 the Arkansas Commission when the E-RSC was

 8 formed within the SPP region.  It is my

 9 understanding there was a lot of

10 uncertainty and concern and a need to

11 build relationships because of the hard

12 work of the Texas Commission with Julie

13 Parsley early on and now your chairman

14 Barry Smitherman.  

15 One thing, at least the Arkansas

16 commission has seen, is that over time you

17 can build those relationships, start

18 earning the trust and find positive ways

19 to solve regional problems.  And it's been

20 a fascinating experience for me being on

21 the tail end of some of the SPP regional

22 success.  But it's been a real honor and a

23 joy for me to be a part of the beginning

24 stages of the E-RSC's beginning authority

25 and success to move forward.  The only way



    30

 1 this is going to work is if all

 2 stakeholders stay engaged, represent your

 3 interests, but realize -- you got to

 4 always realize there's a bigger regional

 5 interest that we all have to weigh and

 6 consider as you move forward.

 7 I think the changes that have

 8 come about over the last 16 months is just

 9 the conversation and the dialogue.  When

10 you have those conversations -- I think

11 when positive, solution-minded people can

12 come together, you can find good solutions

13 moving forward that, I think, in the long

14 haul benefits everybody in this room, but,

15 more importantly, benefits the ratepayer,

16 who has to ultimately pay these bills, and

17 that's what we got to work on.

18 So I applaud today.  I think

19 it's historic, but I look forward to the

20 work ahead.  And I'd like to thank all the

21 stakeholders that have done a lot of work

22 to make today possible.

23 PRESIDENT ANDERSON:  

24 Well, I share those.

25 VICE-PRESIDENT FIELD:  
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 1 I would like to just echo what

 2 Chairman Suskie said.  It is a historic

 3 day, and we've just begun.  But it is

 4 amazing when we've -- Paul and I visited

 5 about this over breakfast with Pat from

 6 FERC two or three years ago, whenever we

 7 were in New Orleans for NARUC.  And now we

 8 are taking some positive steps forward,

 9 and I do want to commend Entergy for

10 cooperating.  And we need to have all the

11 regulators and stakeholders and Entergy

12 continue to cooperate (inaudible)

13 transmission system and service to the

14 people of our various jurisdictions.

15 PRESIDENT ANDERSON:  

16 And I echo the comments of both

17 my colleagues in every respect.  Unless

18 there are any other questions or comments

19 on the actions that we've taken, I propose

20 we move to the next -- the next item,

21 which are the reports -- reports from the

22 Southwest Power Pool, who is the

23 Independent Coordinator of Transmission.

24 MR. REW:  

25 Good afternoon, President
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 1 Anderson and committee members.

 2 The Southwest Power Pool for its

 3 presentation today, we did provide the

 4 background material, the ICT metrics.  I'm

 5 not planning on going through each of

 6 those, but would be glad to answer any

 7 questions.

 8 We do have two presentations.

 9 One will be an analysis and reasons for

10 the TLRs, and Don Shipley, who is our

11 manager of reliability coordination will

12 cover that.  And then Antoine Lucas will

13 give us another update on the WPP results

14 and enhancements.  

15 So before we get into those two

16 presentations, I'd be glad to answer any

17 questions that you have on the metrics

18 report that was provided to you.

19 PRESIDENT ANDERSON:  

20 Do you want to open it up for

21 any questions from stakeholders?

22 MR. REW:  

23 Yeah, that would be fine.

24 PRESIDENT ANDERSON:  

25 Or my colleagues?
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 1 SECRETARY SUSKIE:  

 2 I have one.  I guess, probably a

 3 beef for Entergy.  Of course, obviously,

 4 you know, again, as I said, we all bring

 5 our individual interests and mine, a great

 6 deal, looks at Arkansas.  

 7 If you take a look at the TLR,

 8 the No. 1, No. 2 and No. 4 and 5 flowgates

 9 that have had gigawatts curtailed are in

10 the state of Arkansas, and particularly

11 the 500 kV line, West Memphis to

12 Birmingham Steel.  Last month, it was

13 under evaluation.  This month, the report

14 says, "Under evaluation."  Can anybody

15 give us an update on that?

16 I'll start out by saying I

17 assume the reason it's at a high

18 percentage in TLR is because of the fact

19 that it was a hot month in August

20 primarily.

21 MR. LONG:  

22 I can say the top one, the top

23 flowgate there, we do have a project

24 underway now.  It was -- Charles Long with

25 Entergy.  Sorry.  We started it about a
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 1 couple weeks ago, I guess, and we do -- it

 2 should be a pretty short duration project,

 3 so months -- a few months.  

 4 The No. 2 one there, we are --

 5 you know, we've completed the alternate

 6 economic study process on that one, I

 7 think.  

 8 Is that today you're going to

 9 talk about that?

10 MS. DESPEAUX:  

11 It's either today or tomorrow.

12 MR. LONG:  

13 Today or tomorrow we have a

14 presentation on that one.  The fourth one

15 is complete, and the fifth one, also,

16 there's a -- there's a project coming for

17 that one, the Calico Rock to Melbourne.

18 SECRETARY SUSKIE:  

19 Okay.  All right.  Those are the

20 only things that popped up whenever I

21 looked at it.  One question I have is:  Is

22 there any way to calculate -- so when

23 there's this re-dispatch, who ends up

24 paying for those costs?  Is it a

25 stakeholder?  Is it EAI ratepayers?  You
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 1 know, like one thing is, we can see this

 2 dispatch.  I'm always interested is where

 3 are those costs and where does that go to?

 4 And I realize you may not be prepared to

 5 say it costs EAI, you know, $300,000 or

 6 whatever.  But those are kind of some of

 7 the questions I have.  Who bears that

 8 cost?

 9 MR. McCULLA:  

10 This is Mark McCulla from

11 Entergy.  I think what I'll say to that is

12 that the TLR process, as well as the LAP

13 process, could probably be compared to any

14 congestion management type of process

15 that's used across the country.  Whenever

16 congestion occurs, it's going to generally

17 be the re-dispatch of generation.  It's

18 hard to go through with the system that we

19 have and identify, you know, which

20 generators moved exactly how much and what

21 did it cost us.  That's going to be a

22 difficult process.  I think once you have

23 a market, that's probably a lot easier to

24 be able to identify that type of

25 information.  But we don't have that type
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 1 of information right now today.

 2 SECRETARY SUSKIE:  

 3 But -- and I realize it would be

 4 a difficult analysis, but when a plant's

 5 backed down, I'm always curious, does EAI

 6 customers bear this, or would it be EAI

 7 and, say, Arkansas Electric Coop since

 8 they're so intertwined?

 9 MR. McCULLA:  

10 It depends on what generation is

11 moving.  And I would say, depending on

12 which flowgate, which congestion point is

13 being affected, those generators are

14 different for a lot of those.  So it's

15 hard to tell whether it's specific

16 generators for certain congestion relief.

17 SECRETARY SUSKIE:  

18 Okay.  So, obviously, anytime

19 you build new transmission to try to

20 remedy these problems, as Mr. Long said,

21 there's a cost to it.  But you've also got

22 to figure out, well, you know, who has the

23 cost in the short term for not having the

24 transmission upgrades to solve the

25 problems.  And that's just some of the
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 1 questions I have is:  Is there a mechanism

 2 on maybe some of these big projects?  Who

 3 is the one that's paying this cost?

 4 MR. LONG:  

 5 I think on the -- just to keep

 6 in mind, especially on the 500 system, it

 7 could be generators hundreds of miles

 8 away.

 9 SECRETARY SUSKIE:  

10 TVA?

11 MR. LONG:  

12 Yeah.  And, certainly, that top

13 one would certainly affect TVA.  And so,

14 especially on the 500, it's going to be a

15 very broad -- or could be a very broad

16 spectrum of geographic area that impacted

17 by.  You know, it could be 50 generators,

18 10 megawatts each, or it could be one

19 generator, 500 megawatts.  It's just

20 depending on the -- but, typically, the

21 500 is going to be a broad-reaching, touch

22 many generators.

23 SECRETARY SUSKIE:  

24 And that was just one of the

25 questions I had with this.  You know, when
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 1 you have these, can we calculate who --

 2 you know, maybe an instance, a scenario,

 3 who ended up paying or, you know, having

 4 to increase costs because of the

 5 transmission constraints.  And maybe --

 6 Mark said maybe just -- if you have a

 7 market, it's more easy to determine what

 8 that is.

 9 That's all the questions I have.

10 PRESIDENT ANDERSON:  

11 I have a question.  What -- if

12 you go back into 2008, 2009, you had the

13 Grimes to Mt. Zion 138 having significant

14 issues, and the proposed upgrade is not

15 proposed until 2019, yet in the rolling

16 12-month, it -- the problem mysteriously

17 vanishes.  I'm just curious what -- were

18 there some associated upgrades in other

19 places that relieved the flows into that

20 area?

21 MR. POWELL:  

22 Doug Powell with Entergy.  One

23 of the things that you see that can affect

24 a flowgate is, you know, the contracts and

25 how the resources are contracted and the
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 1 flexibility of those contracts.  I think

 2 one of the things that we're seeing with

 3 this particular flowgate is its

 4 interaction with existing generation,

 5 network service generation and new

 6 contracts of network resources.  That

 7 interaction can play a part of how those

 8 units are ramped up and how they're used

 9 in the economic dispatch order.  So that's

10 one of the things that we're seeing here

11 and continuing to look at to see if that

12 economic dispatch is the issue that's

13 causing it.  It's the way the units are

14 being ramped up together.  It's

15 off-peak-type hours.  So several things

16 are being looked at, and we've looked at

17 this flowgate.  

18 From a reliability point of

19 view, just looking at it in the NERC

20 standards, it's not showing up until later

21 years, in the 2018, 2019 time frame.  But

22 we'll have to continue to look at this to

23 see how it is affecting and work with our

24 SPO organization as far as an economic

25 project to see if it's something that's
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 1 warranting moving forward.

 2 PRESIDENT ANDERSON:  

 3 That's all that I have.

 4 The next item is the analysis of

 5 regions for the TLRs.

 6 MR. REW:  

 7 Don Shipley is going to be

 8 giving that presentation.

 9 MR. SHIPLEY:  

10 Good afternoon, everyone.  I'm

11 going to stand over here the best I can.

12 We created a TLR analysis report at the

13 request of this group, and that report was

14 posted on October 11th and is on the SPP

15 website.  And I'll tell on myself a little

16 bit because it was revised on the

17 12th because the communications department

18 at SPP reviewed it after I posted it and

19 thought that it might need a little

20 tweaking.  So it -- that's revision --

21 there absolutely was no material changes

22 to the revision on the 12th, but...  

23 Go to the next slide.

24 The report is in five pieces,

25 and it has an executive summary that kind



    41

 1 of goes through and tells you what the

 2 report is going to tell you.  And we broke

 3 the statistics up by state, the events by

 4 flowgate in that state, and then we did a

 5 look at the overlap of TLR and LAP

 6 flowgates, a flowgate that has been an LAP

 7 at one time and a TLR at another time, and

 8 we talk a little bit about that, and I'll

 9 go through it in this presentation.  And

10 then in the conclusion are some

11 recommendations from the reliability

12 coordinator after reviewing this analysis.

13 Now, the report is limited, and

14 it's acknowledged in the executive summary

15 that there's a limitation in that it is

16 from the reliability coordinator

17 perspective only.  My staff and myself

18 reviewed the events.  We looked at all of

19 our operator logs, and we looked at it

20 from a real-time perspective; if I was a

21 reliability coordinator working that day,

22 what caused my problem, and we looked at

23 that and determined a cause for that TLR

24 and put it in the report for that

25 flowgate.  And then based off that cause,
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 1 we suggested mitigation plans where they

 2 were applicable.  So we go through that

 3 flowgate by flowgate in the report.  

 4 And one of the things you'll

 5 also notice in limitation is with the 500

 6 grid being so prominent, as you mentioned,

 7 in the TLR activity, it's owned by Entergy

 8 but used by many parties.  So we looked at

 9 the flows, where they're going, where

10 they're coming from, where they're

11 generated, the loads associated with those

12 flowgates, and we looked at it from a

13 real-time analysis.  We did not look at

14 particular economic impacts and things

15 like that.  So that's a couple of things

16 that the executive summary acknowledges as

17 limitations in the report.  And so going

18 forth, kind of keep that in your mind as

19 we go through.

20 We look at all the events from

21 January 1st of 2010 to September 30th,

22 2010.  Okay.  And then the next stuff.

23 And this is kind of a summation, a

24 totalization by state and --

25 SECRETARY SUSKIE:  
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 1 I must admit, when I first saw

 2 this, I thought these were the number of

 3 penalties issued by SEC referees.

 4 MR. SHIPLEY:  

 5 Well, unfortunately, it's not.

 6 But as you can see, the 500 transmission

 7 grid does have most of the TLR activity

 8 that we've seen in this year, 2010.

 9 There's a large percentage of the 500 grid

10 that is represented in Arkansas, and that

11 results in a lot of the TLR 5 activity and

12 the curtailments.  So we had a total of 73

13 TLR 5 events during the reporting period

14 from January till the end of September.

15 And it's broken out, and we kind of keep

16 this consistency as we go through the

17 report of letting you know the flowgates

18 by the state.  So as you review, you can

19 kind of look at this chart at the

20 beginning of the report and then realize

21 Arkansas will be next, and then so forth

22 and so on.  

23 Next slide there, Ben.

24 We give you the flowgate ID and

25 name.  And when I say "ID," that's
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 1 established by the calculator that the

 2 reliability coordinator uses, the IDC,

 3 that evil tool that tells us what to

 4 curtail and what relief we're going to

 5 get.  That is our primary use when we're

 6 issuing TLRs.  So it assigns it an ID, and

 7 that's a unique ID that doesn't change,

 8 and then the name.  We use the -- we show

 9 you the TLR dates, the date of the

10 activity, and the highest level that we

11 were in, a cause for that TLR, and then a

12 mitigation plan, again, if it's

13 applicable.  And when I say, "applicable,"

14 there are some cases that we've had in the

15 73 TLR 5s that actually were created due

16 to a real-time event.  A line tripped, a

17 generator tripped, it created congestion,

18 and we had to deal with it in real-time.

19 Then that forced outage was returned to

20 service, we no longer had an issue.  And

21 in those cases, there's not really a

22 mitigation plan that would prevent that

23 TLR.  I mean, we're going to have

24 real-time events.  And so we tried to kind

25 of acknowledge that in the report.



    45

 1 Ben.

 2 This is a summary of the causes

 3 that show up in the report.  We go through

 4 in the report showing each flowgate and

 5 each -- and give you a box, a chart there

 6 that shows on this dates, this flowgate

 7 was in TLR 5.  But this kind of sums up,

 8 of the 73, 27 of them were on-peak issues,

 9 and on-peak is 7:00 in the morning to 2200

10 at night, or 10 o'clock at night.  There

11 were eight off-peak issues.  There were

12 some north to south flow issues, and those

13 are typically associated with off-peak

14 times.  We'll have a lot of generation in

15 the north that pushes south.  We, this

16 summer, had a lot of west to east flow,

17 flow going off of our system to other

18 entities to our east.  A lot of that is

19 due to the hot, dry weather even to the

20 east all the way to the eastern seaboard,

21 and we're pumping a lot of megawatts off

22 the system going that way.

23 Generation outages and

24 transmission outages, planned and

25 unplanned, account for a significant
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 1 amount of the TLR activity.  And we based

 2 the recommendations around the analysis of

 3 these of the summation of this.  The -- we

 4 have a large amount of generation outages,

 5 planned generation outages, that created

 6 congestion, and TLR 5 was the method we

 7 used to relieve those.  So we've got a

 8 recommendation around that piece that

 9 we'll get to in a minute.

10 The one here at the bottom,

11 error of flowgate used TLR one time, this

12 is in your Russellville South-Russellville

13 East area.  We had a flowgate that --

14 Melbourne-Sage and Russellville East, all

15 of that is kind of right there together,

16 and the reliability coordinator come in in

17 the morning and one was ahead of the

18 other, calls a TLR on a flowgate that

19 swapped in the afternoon.  And so we're on

20 a different flowgate than we typically

21 have been through the month time frame

22 that we've been calling TLR on the

23 Russellville East issue.  And to get the

24 proper relief from the market, the --

25 impacting that flowgate, we needed to be
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 1 calling the flowgate on Russellville

 2 South-Russellville East, which typically

 3 across the peak of the day is the worst

 4 congested flowgate.  So we had to switch

 5 in the middle of the day the flowgate.

 6 Well, once you declare a TLR on a

 7 flowgate, there's a report required and

 8 it's an official event, even though the

 9 relief you were getting was effectively

10 the same for both segments of the line.

11 So we went ahead and reported it as an

12 error.  It would have been a TLR 5.  It

13 just wouldn't have been on that flowgate.

14 It would have been one more tick on the

15 Russellville South-Russellville East.  So

16 that's -- that's the explanation for that.

17 Next slide, please.

18 The next few slides talk about

19 the TLR/LAP overlap in the assessment

20 process.  The reliability coordinator

21 assesses what's causing the congestion and

22 the best way to relieve that congestion.

23 And we use two methods:  TLR, which is

24 your typical Transmission Loading Relief,

25 NERC procedure, or we use a local
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 1 procedure and -- that Entergy implements.  

 2 So go to the next slide.

 3 This gets into what we do as a

 4 reliability coordinator in our assessment

 5 process.  This is totally the

 6 responsibility of the reliability

 7 coordinator, and we do this step before

 8 action is taken.  We have loading on a

 9 flowgate.  We do a study analysis in our

10 interchange distribution calculator tool,

11 and it gives us the nonfirm and firm

12 impact on that flowgate.  We divide that

13 by the post-contingent flow.

14 So you've got a line here that

15 you're -- if you lose, you're going to

16 overload another line, whatever that flow

17 is going to be after that contingency.  So

18 we divide those -- that impact by that

19 flow.  If it's greater than 10 percent, we

20 use the TLR process, and that's mainly

21 because that calculation indicates we have

22 scheduled relief that will relieve the

23 TLR -- I mean will relieve the congestion.

24 So the TLR is the most effective way to

25 provide that since it is scheduled relief.
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 1 So when we come up and we do

 2 this calculation and it's bigger than

 3 10 percent, we say, okay that's the TLR

 4 process.  Well, it's absolutely the same

 5 process and the same calculation, but if

 6 it's less than 10 percent, then we

 7 consider that it's a local problem by

 8 nature because there's not enough schedule

 9 that you can get relief from.  So we need

10 generation to move and that is Entergy

11 generation.  That's what moves in the LAP

12 process.  So the impact is primarily from

13 local generation, local load, and that's

14 relieved by Entergy.

15 Once this determination is made,

16 we hand that off, if it's an LAP, for

17 Entergy to implement, Entergy operations.

18 If it's a TLR, then we maintain it and we

19 call the TLR.  And then we're responsible

20 for all the relief from that point

21 forward.

22 Next slide.

23 SECRETARY SUSKIE:  

24 I've got a question.

25 MR. SHIPLEY:  
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 1 Yes, sir.

 2 SECRETARY SUSKIE:  

 3 Is a lot of stakeholders have

 4 raised concern about Local Area

 5 Procedures.

 6 MR. SHIPLEY:  

 7 Uh-huh.

 8 SECRETARY SUSKIE:  

 9 Could somebody help me -- could

10 you help me understand what the concern is

11 that the stakeholders have raised about

12 LAPs?

13 MR. SHIPLEY:  

14 Well, I think the transparency

15 of it, in my mind, and I'm going by

16 conversations I've had in stakeholder

17 meetings and stuff.  The TLR process is

18 very transparent, and it's a stated

19 formula and process with a defined

20 calculator.  The ratios are there.  The

21 disbursement of curtailments are based on

22 a threshold.  It's very transparent and

23 very concrete.

24 I think the feeling is that

25 maybe the Local Area Procedure is not
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 1 transparent enough and that when they --

 2 when generation moves, they're not sure

 3 that it's the proper generation or they

 4 don't understand the constraint.  They

 5 would rather see it that way.  That's been

 6 part of my take.  Now, -- 

 7 SECRETARY SUSKIE:  

 8 And it's my understanding is

 9 that the stakeholders -- those are

10 performed by Entergy.  They're not

11 necessarily disclosed or you don't see

12 what happens even during -- before what

13 the procedure is or after the fact to see

14 if that was the most efficient path to

15 take.  And that's the concern the

16 stakeholders have raised.

17 MR. SHIPLEY:  

18 I believe it centers around the

19 transparency issue.  And there's not a --

20 there's not a reporting requirement for

21 using a Local Area Procedure, a NERC

22 reporting requirement, where there is on

23 the TLR process.  So, but I will say, the

24 LAP is extremely effective in relieving

25 congestion, and Entergy bears the burden



    52

 1 for that relief.  So I think if we can

 2 find a way to under -- to help make it

 3 transparent or understand what's actually

 4 going on, the stakeholders might -- might

 5 have a better understanding of that

 6 process.

 7 SECRETARY SUSKIE:  

 8 Is there any thought of bringing

 9 more transparency to that for stakeholders

10 or -- such as off the table or...

11 MR. McCULLA:  

12 I think one thing we can offer

13 up is we have these four task forces under

14 the SPC now, and one of them is the

15 reliability task force.  We can work with

16 Don and stakeholders and see what we can

17 come up with there.  And whether any of

18 it's confidential or not, if it's not,

19 we'll work through trying to provide some

20 information, if that would be helpful.

21 SECRETARY SUSKIE:  

22 Just -- I know that's been an

23 issue that is continually brought up, and

24 one of the benefits of the ICT arrangement

25 was increased transparency.  Well, this
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 1 continues to be an issue that parties

 2 raise questions to, and I'm just trying to

 3 find -- see if there's a way -- there's a

 4 solution to this.  And I think a lot of

 5 times if there's just more transparency,

 6 people would say, oh, Entergy did it

 7 right, and then, you know, issues and

 8 complaints go away.  So just some of the

 9 issues that -- I'm glad that the

10 stakeholders are doing that through the

11 new SPC process.

12 MR. SHIPLEY:  

13 And I agree with Mark.  I think

14 that would be a good reliability task

15 force action item, because we -- I know

16 over my tenure of about three years here,

17 I've gone over this formula and this

18 process several times in different venues

19 and it's difficult to gain understanding.

20 I understand because we work with it every

21 day, but trying to get everyone to

22 formulate that without looking at the tool

23 and the values that we're looking is

24 difficult.  So maybe we can find a way

25 through the task force process to create
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 1 some more transparency around the LAP.  It

 2 is a very useful congestion management

 3 tool on the Entergy system.

 4 SECRETARY SUSKIE:  

 5 Thanks.

 6 PRESIDENT ANDERSON:  

 7 Anything that improves the -- I

 8 want to echo the chairman's comments.  I

 9 think that if anything is clear from the

10 process over the last 16 months, that

11 there's a lot of -- based on historical

12 experience, just a lot of suspicions and

13 issues that various stakeholders have.

14 And I would imagine that a great deal of

15 the -- of those problems could be resolved

16 with just more transparency and

17 communication.

18 MR. SHIPLEY:  

19 All right.  I agree with you,

20 and I think we can accomplish that,

21 especially in this area here with the

22 difference between the TLR and LAP.  We

23 can find a way to make that --

24 PRESIDENT ANDERSON:  

25 And there's got to be ways to
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 1 get around the confidentiality issue.

 2 MR. SHIPLEY:  

 3 Yeah.

 4 PRESIDENT ANDERSON:  

 5 I mean, there certainly are in

 6 the various ISOs and RTOs around, so...

 7 MR. SHIPLEY:  

 8 Yeah.  And I think -- I think

 9 that's been one of the big hurdles to try

10 to get over is because Entergy is

11 dispatching their generation to fix LAPs.

12 And so then to put out a report of how I

13 fixed that gets into the area of

14 confidentiality.  So it's not

15 insurmountable.  It is a good action item

16 to be tackled.

17 SECRETARY SUSKIE:  

18 And as a regulator, I think

19 what's critical is who's paying the bill

20 when this is required?  And that's the

21 question, is, ultimately, it's the

22 ratepayers when these actions have to take

23 place, and there's -- through

24 transparency, is it going to show us

25 what's the best interest of the
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 1 ratepayers, not only for Entergy's

 2 customers but those in the region, as

 3 well?  Because, at least in Arkansas, we

 4 regulate all the utilities, except for the

 5 munis, and -- but, obviously, we have

 6 concerns about the munis, as well.  And I

 7 just think that would be helpful in

 8 understanding the -- you know,

 9 understanding, when these procedures are

10 used, what's the cost, and are they the

11 best way to address these problems?  And

12 then, again, if the costs are "X," well,

13 maybe we can have a transmission solution

14 to this problem that's economically

15 beneficial to ratepayers.

16 MR. SHIPLEY:  

17 Go ahead to the next slide, Ben.

18 Okay.  This -- this kind of

19 continues on and breaks it down.  We

20 had -- in the report, we give a list of 38

21 flowgates that assessed as an ICP or an

22 LAP.  ICP is an interconnect problem.

23 We've got schedules and it will be a TLR.

24 LAP is local in nature.  

25 So of the 38, 14 of them were --
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 1 or 75 percent of them or greater -- were

 2 LAPs.  So the large majority of the time,

 3 they're LAPs.  There were a couple of

 4 times they turned out to be a TLR, and

 5 that would be to the amount of that

 6 scheduled impact.  That's the variable.

 7 If there are schedules that are indicated

 8 with a 5 percent or greater threshold --

 9 above the threshold, it's going to show

10 up.  It's going to be greater than

11 10 percent, so at that particular time, it

12 would be a TLR.  Most of the time, on

13 these 14 flowgates, it's an LAP.  It just

14 happened during this reporting period we

15 had them both.

16 Same thing goes for the ICP.  12

17 of the 38 flowgates, 75 percent or greater

18 of the time were TLRs.  There were a

19 couple of times they were LAPs, but there

20 was -- 75 percent of the time they were

21 TLRs, not LAPs.

22 Then we get the middle of the

23 ground, the middle row.  I've got another

24 chart showing there's 12 instances where

25 it was in that 50 percent range.  It could
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 1 have -- it can be either/or.  And we've

 2 got about 12 to 15 flowgates that it

 3 depends on the real-time circumstances

 4 that we're in as to whether it's going to

 5 be an LAP or a TLR.  So most of the time,

 6 you're very defined; LAP or TLR.  And then

 7 you've got this middle group that kind of

 8 goes both ways.

 9 Go to the next slide.  

10 And here's -- this is a

11 representation.  In the report, we gave

12 all 38 flowgates.  Okay?  So you'll see in

13 the report.  Now, we broke out for this

14 slide, and it's a little busy, the top

15 five flowgates with assessments resulting

16 in LAPs.  So these are your five flowgates

17 that over 97.14 percent of the time were

18 LAPs.  There may have been a few instances

19 there that they were TLRs, but for the

20 large majority of the time they are LAPs,

21 and we recognize that in the report.  

22 And then this bottom piece is

23 over 94 percent of the time, these five

24 flowgates were TLRs.  Okay?  So you see

25 here West Memphis-Birmingham Steel.  This
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 1 is where your 500 starts showing up.

 2 You've got a lot of scheduled impact on

 3 these larger lines here.  And that middle

 4 group right there can be a TLR or an LAP,

 5 and you'll see that kind of a 50/50 split

 6 there on these flowgates.  And I will

 7 point out the one in the very middle,

 8 Cecelia-Moril for the loss of

 9 Scott-Judice.  That is an Acadiana

10 flowgate in Louisiana.  That will -- it

11 shouldn't have been ever an LAP.  That is

12 a TLR issue in that region, in that load

13 pocket.  It's always a TLR.  That's the

14 only way we can effectively have all five

15 entities provide the relief that's

16 required.  So for it to show up here on

17 this report, and we went back and looked

18 when we ran our analysis, it was

19 incorrectly assessed by the RC.  So this

20 Cecelia-Moril for Scott-Judice is always a

21 TLR.  Okay?  So, I mean, it should be down

22 here in this bottom one, not in the top

23 one.  That would be the only thing that

24 I -- that I found after we ran the

25 analysis.  It helped us point a couple of
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 1 things out to go back and clean up on our

 2 desk with our RCs.  

 3 But for the most part, these in

 4 the middle, you can see they're 115 or 161

 5 lines for the loss of a 500 line.  You're

 6 going to have a lot of schedules going

 7 across your 500 grid.  So you can have a

 8 TLR situation.  And then, also, if you

 9 don't happen to have -- if it's off-peak

10 or something like that, you may have a

11 local problem by nature on these

12 situations.  

13 So that's -- the report -- this

14 presentation is to help you to understand

15 how to look at the report, to be honest

16 with you.  Because we give you all 38, and

17 now you can kind of go through and see

18 what the difference is.

19 Next slide, Ben.

20 Now we'll get to the

21 recommendations.  And this is the

22 recommendation from the reliability

23 coordinator, given the analysis that we've

24 done on these TLR events for this year.

25 Going back to the slide, remember we had
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 1 some off-peak TLRs.  We had planned

 2 outages.  

 3 No. 1 here is perform off-peak

 4 engineering analysis on all transmission

 5 outages.  What the reliability coordinator

 6 is committed to do is to do some -- do an

 7 analysis on all transmission outages, not

 8 just the one peak hour of the day.  The

 9 standard has been that we would do a

10 off -- a next-day analysis on the peak

11 hour of the day.  Well, a lot of load,

12 peak hour of the day, we ran an outage

13 because we didn't see a problem in our

14 study.  But as we roll around to the

15 middle of the night and the load is not

16 there, now with that line out, we have a

17 problem; we have an off-peak problem.  And

18 we would have seen that during an off-peak

19 analysis.  

20 Now, there are specific times

21 where Entergy operations planning will do

22 an off-peak analysis, and it's kind of

23 based off of experience at this point.  We

24 know, when we take this line out, we see

25 this problem, so we do an off-peak
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 1 analysis.  We're going to standardize that

 2 and try to keep -- the recommendation is

 3 that we do it on all planned outages.  So

 4 if an outage is requested, we'll run a

 5 peak hour study, plus an off-peak study.

 6 I think that will help us identify and

 7 reduce some of the TLRs.

 8 No. 2 --

 9 SECRETARY SUSKIE:  

10 So if I'm tracking No. 1

11 correctly, the question is:  Do -- an

12 analysis of whether you should do these

13 outages --

14 MR. SHIPLEY:  

15 Right.

16 SECRETARY SUSKIE:  

17 -- off-peak instead of on-peak?

18 MR. SHIPLEY:  

19 Well, no.  I wasn't clear.  What

20 it would do -- we'll do an analysis.

21 We're doing a planned outage.  If it's

22 going to create us a problem that we have

23 to use the TLR, we'll look for a different

24 time frame to do the outage, a different

25 time of year.  And that's all variable on
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 1 the significance of the outage, what we're

 2 trying to get done.  It might be

 3 beneficial to go ahead and do the outage

 4 because we need to get the upgrade in.  It

 5 might be regulatory required through SERC.

 6 So if we're out of time, we have to get it

 7 done, those kind of things.  So we might

 8 still grant a planned outage even if we're

 9 going to see a problem.  The difference

10 is, we'll be seeing the problem, and it

11 will give us a chance to work with Entergy

12 to move that outage, if possible.

13 SECRETARY SUSKIE:  

14 To find the prime time for the

15 planned outage.

16 MR. SHIPLEY:  

17 Correct, correct.  And,

18 typically, if we -- if the RC feels like

19 that we need to deny that outage and not

20 allow that outage to happen, it's a

21 communication of when's a better time, the

22 impact to the crews.  I mean, these things

23 are set up, and if we just helter-skelter

24 change one, it creates a tremendous amount

25 of reschedule of crews and all that.  So
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 1 you don't go into it just haphazardly, but

 2 I think that's why the analysis ahead of

 3 time will help us with our -- with our

 4 approvals on these kinds of outages.

 5 Then No. 2, for an RC, we don't

 6 have a lot of impact on scheduling

 7 transmission upgrades.  We work with the

 8 long-term planning group and provide them

 9 regular updates on what we're seeing in

10 real-time.  And I think you see a result

11 of that in the matrix when you see the top

12 10 flowgates in the TLR.  Those are a

13 coordinated effort, but -- and I did

14 notice in the matrix that we have a lot of

15 the flowgates that are in our TLR analysis

16 for this year have a project associated

17 with them, so that seems to be working

18 pretty good.  But I would suggest the

19 places that we don't have a transmission

20 upgrade, do a thorough analysis, see if

21 that is required, needed and get a project

22 planned.  So that -- as an RC, that's what

23 I would be recommending.

24 And I think, again, the

25 reliability task force to SPC would look
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 1 at this recommendation and say, what are

 2 the TLRs that were created that you think

 3 may need an upgrade, does it have a

 4 project already, and then what are the

 5 benefits of that project -- cost analysis

 6 of that project-type thing?  So that's

 7 what that recommendation is centered

 8 around.

 9 No. 3, I think has been talked

10 about and is going to be part of the AFC

11 modeling task force of the SPC, as well as

12 the reliability task force, because this

13 is kind of a joint issue.  We find -- the

14 RC finds that the real-time dispatch

15 doesn't always match the dispatch in the

16 AFC model that created the available AFC.

17 Now, that is a very difficult -- it's not

18 as simple as you know what the generation

19 is, why do you have it different in the

20 model you're selling with than what you're

21 dispatching in real-time?  That gap could

22 be closed with some more communication and

23 more look and more in-depth analysis, but

24 it -- and that needs to be done, and that

25 is the basis for our recommendation here.  
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 1 I will admit, it is difficult to

 2 project what the real-time dispatch is

 3 going to be 18 months from now.  I mean,

 4 that's what we're selling out, that kind

 5 of horizon.  So it's difficult to do that.

 6 But I think our recommendation would

 7 center around looking, making sure we got

 8 the proper methodology, proper accounting

 9 for what we're seeing historically in real

10 time, and make sure those dispatches are

11 fairly close to representative of what we

12 expect for that time of year and that load

13 and those kind of things in the model.

14 And I would submit that the reliability

15 task force and the AFC modeling task force

16 would be working on this problem.

17 PRESIDENT ANDERSON:  

18 Isn't one of the advantages of

19 an RTO with an organized wholesale market

20 in effect is that you get more clarity on

21 dispatch ahead of time?

22 MR. SHIPLEY:  

23 And on the RTO side of SPP, yes.

24 I get a lot more understanding of what my

25 dispatch is going to be.



    67

 1 PRESIDENT ANDERSON:  

 2 And so, not only do you get

 3 access to more economic power, you improve

 4 reliability and have an economic benefit

 5 because of -- 

 6 MR. SHIPLEY:  

 7 Yeah.  I --

 8 PRESIDENT ANDERSON:  

 9 -- hopefully, reduced --

10 MR. SHIPLEY:  

11 Yeah.  I agree.

12 PRESIDENT ANDERSON:  

13 -- dispatch or more dispatch?

14 MR. SHIPLEY:  

15 And one of our main corporate

16 drivers is reliability and economics is

17 inseparable.  And that's the main purpose

18 of that is that, I, as a reliability

19 coordinator, my actions have an economic

20 consequence.  There's no doubt about that.

21 And economic consequence create the

22 reliability issues, and if you marry those

23 two, you gain a lot more efficiency and

24 effectiveness for reliability and

25 economics.  So with that in mind, I would
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 1 agree with you.  And if we can find a way

 2 to marry and move those together in the

 3 ICT, then I think we'll be a lot more

 4 successful.

 5 VICE-PRESIDENT FIELD:  

 6 President Anderson?

 7 PRESIDENT ANDERSON:  

 8 Yes.

 9 VICE-PRESIDENT FIELD:  

10 This is Commissioner Field.  I'd

11 like to ask Don a question along those

12 lines.  Are you saying that you don't have

13 the resources right now to perform

14 economic studies?

15 MR. SHIPLEY:  

16 No.  I'm not -- I'm not saying

17 that.  What I'm saying is, that,

18 currently, the process doesn't necessarily

19 marry the economics of the dispatch to the

20 selling model.  In real-time, we're

21 dispatching economically.  And in the AFC

22 model, we're trying to project 18 months

23 out when we're selling what that dispatch

24 should look like with a load and those

25 projections, and those don't always match
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 1 when we get to real-time.  So we have AFCs

 2 available that maybe shouldn't have been

 3 available, and everybody would agree they

 4 wouldn't have been if it would have been

 5 able to match that system better in the

 6 long run.  I don't think it's a matter of

 7 resources.  I think it's a matter of

 8 creating processes and analysis that are a

 9 little more effective.

10 VICE-PRESIDENT FIELD:  

11 In other words, there might be

12 additional information that you would need

13 from Entergy?

14 MR. SHIPLEY:  

15 I think just a matter of sitting

16 down and coordinating a process.  I -- I

17 think the information is probably

18 available.  I think all of us trying to

19 find a way to answer some of these

20 questions for real-time versus economics

21 and how that's managed together, that

22 process needs a lot of work and

23 coordination.  And I don't -- I'm not

24 representing that Entergy is not willing

25 to do that, and I'm not representing that
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 1 we're not willing to take that on.  It's

 2 just something that needs to be done, and

 3 I think that's the basis for our

 4 recommendation.  And, also, the

 5 recommendation doesn't mean that we label

 6 one and it happens on Monday.  I mean,

 7 there's a lot of work to do here to get to

 8 this.  So that's where we're -- that's why

 9 the reliability coordinator made it a

10 recommendation, because we think it could

11 be a significant improvement if we can

12 find a way to marry the reliability and

13 economics a little better.

14 VICE-PRESIDENT FIELD:  

15 As a commissioner, I certainly

16 would like to see that happen.  I know --

17 I assume that these other RTOs have that

18 ability.  You start with the assumption

19 that the most economical power is being

20 dispatched and you have to stop

21 cogeneration or run some others, but it's

22 got to be an economic cost to the

23 ratepayers.  And we, as commissioners,

24 need to have that measured, as well as

25 Entergy, so we maybe can tell which
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 1 projects should be moved up because it

 2 would save the ratepayers "X" dollars or

 3 something like that.

 4 I think that -- I'm kind of

 5 surprised we don't have more economic

 6 analysis at the present time.  But

 7 certainly, personally, I would like to see

 8 those two become married, as you said, so

 9 that we get a grasp of not only the

10 advantages of an upgrade for reliability

11 purposes but for economic purposes.

12 MR. SHIPLEY:  

13 Yes, I completely agree.  I

14 mean, that's part of the SPP philosophy.

15 So we've got to find a way to make that

16 work on the ICT side.  And that would be

17 that would be the basis for our

18 recommendation.  So I would agree with

19 you.

20 VICE-PRESIDENT FIELD:  

21 Well, maybe by January y'all can

22 come up with some specific processes that

23 you maybe review with the stakeholders and

24 Entergy to say, hey, this is all we need

25 to do so that we can present a total
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 1 picture of what this upgrade will mean to

 2 the ratepayers, reliability and

 3 economically, as well.

 4 MR. SHIPLEY:  

 5 And I'll commit to you by

 6 January that we certainly can start the

 7 process of evaluation.  We'll be working

 8 on it, and we will offer you where we're

 9 headed kind of logic.  I don't want to

10 leave you with the impression, though,

11 that there will be answers by January.

12 It's very, very complicated.  But I think

13 the road map can be laid out by January,

14 as at least the processes that need to be

15 reviewed and evaluated, and the methods

16 for doing that and who is responsible.  We

17 can get into those kind of things, I

18 think, by January through the -- probably

19 the -- both task force, AFC and the

20 reliability.

21 VICE-PRESIDENT FIELD:  

22 Well, good.  I think that will

23 be appreciated by the Committee.  

24 And my final question -- I think

25 I probably know the answer, but I'm going
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 1 to ask it anyway -- if everybody seems to

 2 be satisfied with the transparency and the

 3 processes involved with TLRs, is it just

 4 too uneconomical and cumbersome to adopt

 5 that for the Local Area Procedure problem?

 6 MR. SHIPLEY:  

 7 Well, it's not -- it's not as

 8 much an economic as it is a pure

 9 reliability relief issue.  There are local

10 problems that just flat can't be fixed

11 with a TLR.  We can go to a TLR 5 and then

12 turn it over to Entergy to move their

13 generation.  And by using the local

14 process, we stay out of the TLR, and they

15 move their generation to fix the problem.

16 So it's -- it's a true reliability relief

17 issue more than an economic issue.

18 SECRETARY SUSKIE:  

19 Commissioner Field, I thought

20 your question was, are there economic

21 reasons for not bringing transparency.  Is

22 that what your question was?

23 VICE-PRESIDENT FIELD:  

24 I thought maybe it was too

25 cumbersome or too much paperwork to --
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 1 whatever you do with the TLRs seems to

 2 satisfy the stakeholders and

 3 municipalities.  Could you take that same

 4 process and apply it to Local Area

 5 Procedures, or is it too expensive?

 6 MR. SHIPLEY:  

 7 Okay.  I'm sorry.  Thank you.  I

 8 misunderstood his question.

 9 We can create more transparency

10 in the LAP.  There's not a particular

11 thing in my mind now, but we can create

12 some sort of reporting process for the

13 local.  The only issue, really, is the

14 confidentiality of what's used to fix a

15 local area problem, because that is local

16 generation, and that's widely considered

17 confidential, so -- but I do believe we

18 can do a better job of creating some

19 transparency.

20 PRESIDENT ANDERSON:  

21 And, again, that really goes

22 back to -- that's one of the problems that

23 an RTO or ISO really fixes, because they

24 can -- they address it, and, presumably,

25 the stakeholders have -- I mean, there's a
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 1 formal process for sharing information,

 2 for protecting commercially confidential

 3 or sensitive information, and there's not

 4 the suspicion that one company or the

 5 other is benefiting.

 6 MR. SHIPLEY:  

 7 And I think we probably can find

 8 some models and try to amend those models

 9 and use those processes, and I would be

10 committed to try to work with that.  So if

11 we can -- and Entergy operations and the

12 RC have discussed the best way to manage

13 TLRs and LAPs; should that completely be a

14 reliability coordinator, or should we

15 continue -- after we've assessed and it's

16 local in nature, hand that to Entergy

17 operations?  We've had those discussions,

18 and for effective relief, the current

19 process we use is very, very good, and it

20 gets us our reliability relief.  And

21 that's one reason we really haven't tried

22 to change that.

23 The transparency question, in

24 creating that, might require some change

25 without a negative effect on reliability,



    76

 1 and I think that's the question we need to

 2 try to answer.  How do we do that where

 3 the RC can demonstrate the transparency of

 4 it and also get the effective relief?

 5 PRESIDENT ANDERSON:  

 6 Well, let me suggest -- this is

 7 Ken Anderson -- that we ask the working

 8 group to put this on their list to work

 9 with the stakeholders and the ICT.  

10 Sam and Richard, another project

11 for you.

12 MR. LOUDENSLAGER:  

13 Let me -- let me propose

14 something, because these are issues

15 that -- I'll speak for myself -- I don't

16 have any expertise in trying to even begin

17 to deal with, and --

18 SECRETARY SUSKIE:  

19 Sam, I thought you were an

20 expert in everything.

21 MR. LOUDENSLAGER:  

22 Don't tell any of the other

23 commissioners back home, Paul.

24 But I think, President Anderson,

25 that it may be more appropriate to have
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 1 these recommendations be taken up by the

 2 appropriate SPC task force, --

 3 PRESIDENT ANDERSON:  

 4 Okay.

 5 MR. LOUDENSLAGER:  

 6 -- be it the AFC task force in

 7 conjunction with the reliability task

 8 force for recommendation 3, or -- and I'm

 9 looking at Don to tell me.  On the other

10 three recommendations, I assume that would

11 be the reliability --

12 MR. SHIPLEY:  

13 Those are primarily going to be

14 the reliability coordinator task force.

15 MR. LOUDENSLAGER:  

16 Okay.

17 MR. SHIPLEY:  

18 But you're exactly right, Sam.

19 This is -- this is where we can get

20 effective action and report to SPC and

21 then back to this group so progress is

22 being measured.

23 MR. LOUDENSLAGER:  

24 Okay.  Does that work for you,

25 Commissioner Anderson?
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 1 PRESIDENT ANDERSON:  

 2 Yes, that's fine.  I just --

 3 MR. LOUDENSLAGER:  

 4 And so January, they'll come

 5 back and say, here's where we're at and

 6 what we're doing, if that works.

 7 PRESIDENT ANDERSON:  

 8 Let me ask a -- I have a couple

 9 questions if, Paul, you're done.  

10 Or, Jimmy, do you have any other

11 questions?

12 VICE-PRESIDENT FIELD:  

13 No.  Thank you, Mr. President.

14 Go ahead.

15 PRESIDENT ANDERSON:  

16 I'm going to work backwards.  On

17 the last item, I'm assuming the approval

18 rights are for planned generation outages.

19 MR. SHIPLEY:  

20 That's correct.  That's for

21 planned generation outages.

22 PRESIDENT ANDERSON:  

23 Yeah.  Okay.  The more serious

24 question is:  No. 2 -- and this may be a

25 question for the ICT directly.  How



    79

 1 much -- when you come up with the base

 2 plan, how much do you take into

 3 consideration the TLR 5 events?  I mean,

 4 have you been -- have you been adding

 5 those projects to the base plan, and they

 6 just don't get into the -- at least until

 7 recently, the construction plan?  Or I'm

 8 just curious how much up-to-date -- or up

 9 to now, how much -- what factor that's

10 been in the base plan list.

11 MR. REW:  

12 This is Bruce Rew.  The base

13 plan that we develop is looking at the

14 reliability needs of the system in

15 evaluation under the reliability.  So if

16 it doesn't show up in that analysis, then

17 it wouldn't be considered part of it.  The

18 TLR analysis part is captured in the

19 economic impact when we we're looking at

20 economic upgrades.

21 PRESIDENT ANDERSON:  

22 That's what I was afraid the

23 answer was.  Okay.  That's not criticism.

24 That's under the current system, which is

25 another major shortcoming of the current
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 1 arrangement.  And, again, that's not

 2 criticism; I'm just stating a fact.  And

 3 this is -- this is something I think that

 4 this Committee will need to weigh as we

 5 begin to look at methodologies of cost

 6 allocation, because it's pretty clear that

 7 often -- not always, but with the proper

 8 evaluation process in place, the

 9 transmission will often be a very

10 cost-effective alternative to economic

11 costs that are caused by limitations on

12 the transmission system by congestion and

13 other -- and which results in out-of-merit

14 dispatch, or re-dispatch, I guess it's

15 called in the Entergy system.

16 MR. SHIPLEY:  

17 I agree with you.  That's part

18 of the -- that's part of the evaluation

19 that needs to be done for transmission

20 upgrades.  What's the value of that

21 upgrade?  And in the TLR world, where you

22 create curtailments, which create

23 out-of-merit dispatch, that value could be

24 significant.

25 PRESIDENT ANDERSON:  
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 1 And that's true in the LAP area,

 2 as well.

 3 MR. SHIPLEY:  

 4 That's true.  There are upgrades

 5 that could positively affect congestion

 6 that would reduce LAP, also.

 7 PRESIDENT ANDERSON:  

 8 Thank you.  Any other questions

 9 from the stakeholders or members of the

10 Committee?

11 SECRETARY SUSKIE:  

12 I have a question on conclusion

13 No. 4.

14 MR. SHIPLEY:  

15 Uh-huh.

16 SECRETARY SUSKIE:  

17 "The SPP reliability coordinator

18 should be given approval rights for

19 generation outages in the ICT reliability

20 area."  So does that mean if there's a

21 planned outage, that before that can be

22 put into place, they have to come to the

23 RC?

24 MR. SHIPLEY:  

25 Yeah.  In it's purest form, yes.
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 1 What I would like to do is get more

 2 involved on the far-out planning of that

 3 generation outage to where we don't have a

 4 significant generator -- you know, a

 5 base-loaded unit that is going to be out

 6 in the end of May that was planned, that

 7 kind of thing.  Because that allows -- I

 8 mean, it can be 100 degrees, middle of

 9 May, all across the Entergy system, and to

10 plan for a base-loaded unit that you know

11 you would run to be off during that time

12 of maintenance is risky, in my opinion.

13 Now, having said that,

14 understand that generation, especially

15 nuclear generation, is dependent on fuel

16 rise.  It's dependent on a lot of things.

17 So the reliability coordinator, given

18 approval rights, can sit there and say,

19 I've got the authority to stop it, but it

20 might not be the prudent thing to do to

21 exercise that authority.  I want to make

22 sure the reliability coordinator gets

23 involved in the decision process, and

24 that's the basis for the recommendation,

25 when I see 22 planned generation outages
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 1 that created TLR 5s -- or 22 TLR 5s

 2 created by planned generation outages.  So

 3 that's the basis for the recommendation.

 4 SECRETARY SUSKIE:  

 5 And this goes for --

 6 recommendation to all stakeholders'

 7 outages, --

 8 MR. SHIPLEY:  

 9 Yes.

10 SECRETARY SUSKIE:  

11 -- not just Entergy, other

12 utilities embedded in the system?

13 MR. SHIPLEY:  

14 That's correct.  There are some

15 NERC standards that require the generator

16 operators to notify run levels and things

17 to the reliability coordinator.  So, I

18 mean, we have some significant generation

19 on the Entergy system that we really pay

20 attention to if it's going to be off,

21 because we're going to have congestion,

22 and we're going to be limited in how we

23 can fix that congestion.  Those kind of

24 things we need to be involved in.

25 SECRETARY SUSKIE:  
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 1 And as it stands now, these

 2 recommendations go to whom?

 3 MR. SHIPLEY:  

 4 Okay.  What -- two things:  This

 5 group, your Committee, requested an

 6 analysis report be given.  And I think the

 7 E-RSC working group wanted it by

 8 October 11th.  We provided that.  And I

 9 feel like now the ownership of these

10 recommendations are still the reliability

11 coordinator through the reliability

12 coordinator task force, but the reporting

13 and the drive forward, because these are

14 not short fixes, would still be reported

15 back at least to the E-RSC working group

16 for continuing monitoring.  So, to me,

17 these recommendations, I guess, are for

18 the E-RSC, but the actual worker bee

19 working on the problem and making these

20 recommendations take place is at the

21 reliability task force level, which will

22 have a cross section of the stakeholder

23 community, because these -- these affect

24 not just Entergy, these type of

25 recommendations.  
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 1 MS. VOSBURG:  

 2 Commissioner Suskie?

 3 SECRETARY SUSKIE:  

 4 Yes.

 5 MS. VOSBURG:  

 6 I think Don is correct, that

 7 these were -- currently, they're in the

 8 hands of the E-RSC.  I think for

 9 processing purposes, it would be

10 appropriate for the E-RSC to ask SPC to

11 have its task force to take up these

12 issues, as well as the other additional

13 issues that were raised today.  The E-RSC

14 working group needs to be able to flush

15 those out so that they can be brought to

16 the task force itself.  We have some

17 documentation that we have to fill out

18 about exactly what the issue is, try and

19 make sure we have it flushed out to the

20 best ability so that the results that the

21 task force brings back is appropriate, as

22 well.  So I think y'all need to ask SPC to

23 get the task force working on this.

24 SECRETARY SUSKIE:  

25 Well, how about I propose this?
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 1 I'll make a motion and we not vote on the

 2 motion until stakeholders -- you know, any

 3 comments on the motion.  I move that the

 4 E-RSC ask the SPC task force, appropriate

 5 task force, to review these

 6 recommendations and report back to the

 7 E-RSC on the status of the

 8 recommendations.

 9 PRESIDENT ANDERSON:  

10 Is there a second?

11 VICE-PRESIDENT FIELD:  

12 I second that.

13 PRESIDENT ANDERSON:  

14 Seconded by Commissioner Fields.

15 COUNCILWOMAN HEDGE-MORRELL:  

16 (Nods head.)

17 PRESIDENT ANDERSON:  

18 And Chairman -- and

19 Councilmember Morrell.

20 COUNCILWOMAN HEDGE-MORRELL:  

21 Thank you for the promotion.

22 PRESIDENT ANDERSON:  

23 You're welcome.  

24 Any discussion?

25 SECRETARY SUSKIE:  
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 1 I think the stakeholders --

 2 PRESIDENT ANDERSON:  

 3 Oh.  The stakeholders?

 4 MR. LOUDENSLAGER:  

 5 I've just got one comment.  And

 6 I know I pressed Bruce at the last working

 7 group meeting to get this report finalized

 8 and out to the stakeholders and out to you

 9 guys and to us well in advance of this

10 meeting today, and I really appreciate the

11 work that went into this.  This is a good

12 report.  If you haven't taken the time to

13 go in and read it, there's a lot of

14 information in there, and I found it very

15 helpful.  And so my thanks to Don, Bruce

16 and all the hands that were involved in

17 trying to pull this together.  My

18 understanding is it is a lot of work to

19 pull -- I mean, it's 18 pages, and it's a

20 lot of work, so...

21 MR. SHIPLEY:  

22 Thank you.

23 MS. VOSBURG:  

24 Just a question:  I know -- I

25 think Commissioner Suskie brought up with
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 1 Arkansas being in the lead on the issues.

 2 Had we not had --

 3 SECRETARY SUSKIE:  

 4 That's one category we don't

 5 like leading in, but...

 6 MS. VOSBURG:  

 7 If we had not had the Acadiana

 8 Load Pocket agreements in place this

 9 summer, would that report have looked

10 different?

11 MR. SHIPLEY:  

12 Yes.  Yes.  Last year, in --

13 from June to September 1st in the Acadiana

14 Load Pocket, there was 43 TLR 5s and 25

15 Entergy emergency alerts.  Because of the

16 coordination in the group, all 5 entities

17 that are represented there and the

18 reliability coordinator and the planning

19 group at ICT, we haven't had any TLR 5s

20 this year or any EEAs, because they all

21 held hands, worked together and

22 volunteered to move dispatch, to move

23 outages.  It's been a total committed

24 effort.  So it would have looked

25 different, significantly different.  So,
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 1 you know, I report on what is, and I

 2 missed my chance to get a pat on the back

 3 from what was.  But it is -- it is a

 4 significant effort down there, and really

 5 it's given me a lot of hope that all of it

 6 can be resolved.  It's just a matter of

 7 all coming together and getting it

 8 resolved.

 9 SECRETARY SUSKIE:  

10 Now, it's my understanding that

11 but for the existence of the ICT and but

12 for Commissioner Field's leadership in

13 this, the Acadiana Load Pocket issue may

14 not be resolved today.  Do you folks agree

15 or disagree with that understanding?

16 MR. SHIPLEY:  

17 I agree completely.

18 SECRETARY SUSKIE:  

19 So Commissioner Field, even

20 though you're not in the room, you're

21 getting kudos.

22 VICE-PRESIDENT FIELD:  

23 I appreciate that, and I do want

24 to publicly thank all the Entergy and the

25 ICT, as well, for working together,
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 1 because there were -- with the

 2 construction that's going on to eliminate

 3 the problems, it's like construction on a

 4 highway.  You have some limitations, but

 5 everybody worked together, and it did --

 6 it did work without a rolling blackout or,

 7 as Don pointed out, not near as many TLR

 8 5s.  So, hopefully, we'll get through one

 9 more summer and we'll have the

10 transmission upgrades complete and

11 in-service.

12 MR. SHIPLEY:  

13 And, currently, we're on that

14 schedule.

15 VICE-PRESIDENT FIELD:  

16 I understand we're on schedule.

17 MR. SHIPLEY:  

18 Yes, we are.

19 VICE-PRESIDENT FIELD:  

20 I probably will call a meeting

21 of all (inaudible) at sometime in the near

22 future just to get updates on that.  But

23 that's the direction I understand we're

24 heading and we'll accomplish.

25 MR. SHIPLEY:  
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 1 We actually have an outage going

 2 on this week, and so the work is

 3 continuing.

 4 PRESIDENT ANDERSON:  

 5 Any other questions or comments?

 6 MR. PALIZA:  

 7 I just have some questions and

 8 clarifications on your recommendations.

 9 By the way, it's a very good report that

10 you put together, including the

11 investigation report that has been posted

12 with the materials for this meeting.

13 My first question/clarification

14 is on No. 1.  I understand that to refer

15 to the approval of the transmission

16 outage, that when that is proposed and you

17 do an off-peak study, as well as on-peak

18 study, before giving approval for that

19 outage.  I think that's what I took from

20 your -- from your description of No. 1.

21 But then let me ask you this:  At this

22 point in time, the reliability coordinator

23 is doing day-ahead analysis as required by

24 NERC, but you are doing that only for the

25 on-peak hour, correct?
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 1 MR. SHIPLEY:  

 2 That's correct.

 3 MR. PALIZA:  

 4 And I was wondering whether in

 5 that recommendation No. 1 you are going to

 6 add in your day-ahead analysis, also

 7 looking at the off-peak hours.

 8 MR. SHIPLEY:  

 9 Yes.  That's what the

10 recommendation would be.  We would

11 continue to do our next-day analysis for

12 the peak hour, and we'd perform an

13 off-peak analysis for all planned outages.

14 MR. PALIZA:  

15 Okay.  But on a daily basis, you

16 have your day-ahead analysis.  So on a

17 daily basis, you will be looking at, you

18 know, on-peak and off-peak analysis,

19 right?

20 MR. SHIPLEY:  

21 Yeah.  That's correct.  That's

22 correct.  We will run both of those on a

23 daily basis.

24 MR. PALIZA:  

25 Okay.  That's what I saw, and
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 1 that's an improvement to the day-ahead

 2 process now.

 3 Now, looking at -- moving on to

 4 the No. 3, in which you recommend better

 5 accuracy generation dispatch -- projection

 6 of the generation dispatch in the AFC

 7 model, I'm hoping that you are talking

 8 about not only the internal generation

 9 dispatch, but also the external generation

10 dispatch in the models.  Correct?

11 MR. SHIPLEY:  

12 Yes.  I would like to capture

13 the impactful generation, external,

14 internal, more accurately what we see in

15 real time and mimic that in the model, if

16 we can.  Now, understand that is not a

17 simple task.  And other external entities

18 may or may not provide all the information

19 we need, depending on seams agreements and

20 all of these other things and the

21 confidentiality of those generation

22 dispatches.  

23 So it's not as -- that's our

24 goal, what you stated:  External, internal

25 and have a good representation of that
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 1 dispatch.

 2 MR. PALIZA:  

 3 Correct.  I understand that in

 4 order to perform the regional

 5 coordination, you need to have the two

 6 entities willing to do that.  But I think

 7 the models used by the two entities, and

 8 especially by Entergy, need to support

 9 that.  In other words, if excessive

10 equivalency of external network is done,

11 then that's not helpful because really the

12 external systems are not properly

13 represented.  And then, you know, that's a

14 big task, but that's one that has been

15 pursued now for a long time and we have

16 seen very little progress.  

17 Let me just further ask you on

18 that specific one, what is the impact that

19 the SPP market is having on the 500 TLRs

20 that you have -- the 500 kV TLRs that you

21 have seen and, specifically, on the White

22 Bluff to Sheridan line that that

23 investigation report describes?

24 MR. SHIPLEY:  

25 The impact that we see is
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 1 usually about 8 or 9 percent from the SPP

 2 market.  And that's what kind of market

 3 relief we get.  I'm basing that off of the

 4 relief requirement that the SPP market has

 5 when we're in TLR.  So those generators

 6 from that -- in that market provide about

 7 8 or 9 percent relief from their market.

 8 MR. PALIZA:  

 9 And is there -- is there a

10 coordination effort with the SPP

11 specifically, you know, ahead of getting

12 into trouble, ahead of calling a TLR?  We

13 know, when you call a TLR, then, you know,

14 the IDC model takes over and that is

15 looking at the entire Eastern

16 interconnection.  But ahead of getting

17 into that problem, is there an

18 interregional type of coordination that,

19 you know, SPP is looking at, some critical

20 flowgates on Entergy and, you know, for

21 instance, limiting service due to those

22 and vice versa, you know, some kind of

23 coordination to avoid getting into the

24 problems?

25 MR. SHIPLEY:  



    96

 1 Roberto, formalized coordination

 2 and agreement, no, there's really not.

 3 But the planning groups for the SPP and

 4 for the ICT, operational next-day studies

 5 do coordinate their dispatch.  And that

 6 also is passed over to the tariff groups

 7 and the market groups.  And we're trying

 8 to do a better job, but that piece on this

 9 recommendation would be part of bringing

10 that in and including that in the models

11 the best we can.  I mean, to me, the SPP

12 market dispatch, we would need to find a

13 way to demonstrate that to improve.  So

14 that's part of the recommendation.  

15 Currently today, there's

16 discussion between Bert Bressers and

17 myself almost daily, and then the

18 operations planning folks, making sure

19 their planning models are accurately

20 representing what the expected dispatch is

21 and what the real-time dispatch is going

22 to be, those kind of things.  In the

23 tariff AFC/ATC world, that doesn't go that

24 far, and that's what we would be trying to

25 work toward.
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 1 MR. PALIZA:  

 2 Right.  But you -- on this one

 3 aspect of coordination, there is, you

 4 know, being able to look at the time, more

 5 accurately forecasting, you know, the

 6 flaws.  That's -- I mean, that's one step,

 7 but there is also another step, which is

 8 honoring common flowgates, common

 9 constraints.  In this case, for instance,

10 SPP looking at the 500 kV line, you know,

11 day-ahead and looking that it's -- you

12 know, it's overbooked.  Let's say it's

13 oversold.  Therefore, I need to stop

14 selling service that will impact that

15 flowgate.  See, that's a simple step in

16 coordination.

17 MR. SHIPLEY:  

18 Now, that happens.  

19 MR. PALIZA:  

20 That happens.  

21 MR. SHIPLEY:  

22 That happens.  What you just

23 described, in real time, if there is a TLR

24 on a flowgate prior to it being issued --

25 I have a flowgate in TLR today.  Okay?
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 1 The tariff administrator for the RTO does

 2 acknowledge that that was in TLR yesterday

 3 and there's a point that I don't need to

 4 sell any more service in real time.

 5 There's a process for that already.

 6 MR. PALIZA:  

 7 Right.

 8 MR. SHIPLEY:  

 9 Okay?  And they get it projected

10 in their constraint management.  So we get

11 that already.

12 MR. PALIZA:  

13 Ahead of -- ahead of the TLR?

14 MR. SHIPLEY:  

15 That's correct.

16 MR. PALIZA:  

17 (Talking over one another) for a

18 TLR.  Okay.

19 MR. SHIPLEY:  

20 That's correct.  Ahead of the

21 TLR.  

22 MR. PALIZA:  

23 Okay.  

24 MR. SHIPLEY:  

25 That particular piece is done.
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 1 MR. PALIZA:  

 2 Okay.  My last question, because

 3 I don't want to take more time in the

 4 meeting, is:  When I read the detailed

 5 report, the investigation report on the

 6 TLR, from this White Bluff to Sheridan

 7 that go to Level 5 and you curtail firm

 8 service on that, I get the feeling that,

 9 despite that you were on TLR level 5, some

10 nonfirm service was -- internal nonfirm

11 tried to flow, that you, of course,

12 curtailed.  But the fact that it was

13 trying to flow, it was flowing until you

14 got it, is a little bit concerning since

15 you would expect that all nonfirm service,

16 you know, is stopped once you call for a

17 TLR level 5.

18 MR. SHIPLEY:  

19 Well, it is.  Once we call a TLR

20 5, then we initiate the curtailment of

21 internal nonfirm and that gets curtailed.

22 Okay?  I mean, that's happening now.

23 That's a process that we started.  We

24 actually started that about April.

25 MR. PALIZA:  
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 1 And while you are in TLR level

 2 5, nonfirm service doesn't start at all,

 3 the internal nonfirm service?

 4 MR. SHIPLEY:  

 5 We curtailed nonfirm internal

 6 service, and we zero out the nonfirm AFCs

 7 in six-hour increments while we're in TLR.

 8 MR. PALIZA:  

 9 Right.  But my question is:  It

10 doesn't start -- I know that you're

11 curtailing it.  Every hour, you go and see

12 which nonfirm has started and you curtail

13 it.  But my question is:  Why does it

14 start?  Why does it try to flow?

15 Shouldn't it be stopped?

16 MR. SHIPLEY:  

17 And in May, on that example

18 report you're looking at, we were three

19 weeks into our new process.  I remember

20 the presentation in July where we had

21 gaps.  If you looked at it today, that is

22 getting stopped more appropriately.  We

23 zero it out in six-hour increments, so

24 you're going to have -- that event that we

25 mimicked in that report was in May, I
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 1 think the 15th or 22nd, something like

 2 that.  We've improved that process now.

 3 So I understand what you're -- what you're

 4 asking, yes.  We zero out the nonfirm AFCs

 5 in six-hour increments, and we are seeing

 6 less hourly nonfirm that we're having to

 7 curtail.  We check it every hour to make

 8 sure, but that is getting stopped.  In

 9 that report, I don't think it represents

10 that correctly.  I think it represents

11 correctly what happened in May.  I don't

12 think it represents what's going on today.

13 Okay?

14 PRESIDENT ANDERSON:  

15 Any other questions?

16 SECRETARY SUSKIE:  

17 I call for a vote on my motion

18 to send the four recommendations to the

19 SPC-appropriate task force.

20 PRESIDENT ANDERSON:  

21 Is there a second?  Oh, there is

22 a second.  So all in favor?  

23 (All ayes.)

24 Opposed?

25 (No response.)
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 1 It passes.

 2 I am going to -- let me tell you

 3 how I'd like to run this meeting.  I'm

 4 going to call in a minute for a 15-minute

 5 break, which, hopefully, will keep it to

 6 20.  But what I would like to do is once

 7 the report of the WPP results and

 8 enhancements is done, I want to go ahead

 9 and move forward with the reports that are

10 scheduled for tomorrow, starting with the

11 Entergy report.  So just for those of you

12 who are planning -- because the idea would

13 be, then, we could adjourn.  We'll have

14 more time in the morning for the other

15 reports and possibly even be able to

16 adjourn a little ahead of schedule

17 tomorrow.  So that's -- the plan would be

18 to go ahead and continue on up till

19 5 o'clock this afternoon, unless one of my

20 colleagues has an objection.

21 SECRETARY SUSKIE:  

22 That sounds like a plan.

23 COUNCILWOMAN HEDGE-MORRELL:  

24 That sounds like a plan of

25 action.
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 1 PRESIDENT ANDERSON:  

 2 All right.  So we'll -- it is --

 3 right now, it is 2:45.  We'll reconvene at

 4 3 o'clock or as soon thereafter as

 5 possible.

 6 (Recess.) 

 7 PRESIDENT ANDERSON:  

 8 We are reconvening.  It's at

 9 3:07.  Before we move on to the report

10 from -- or, rather, at the end of the

11 report of the WPP, what I would like to

12 do, with the consent of my colleagues, is

13 take out of order the E-RSC budget for

14 2011.  

15 Does anybody object to that?

16 VICE-PRESIDENT FIELD:  

17 No objection.

18 PRESIDENT ANDERSON:  

19 All right.  My thought was that,

20 while I've got everybody here, we might as

21 well deal with that.  But next on the

22 agenda is the WPP report.

23 MR. LUCAS:  

24 Okay.  We can just jump right

25 into the WPP operations.  The last E-RSC
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 1 meeting that I attended provided the WPP

 2 update.  The last, about, four weeks --

 3 four or five weeks of the process shows

 4 some pretty paltry results.  Either there

 5 were no offers selected or just one or two

 6 offers selected, very few megawatts.  And

 7 I believe at that meeting, Chairman Suskie

 8 asked specifically, you know, why do you

 9 think that's occurring?  And, you know, I

10 just stepped right out there and gave my

11 honest opinion, and I stated there that

12 during the high load periods in the

13 summer, it appeared that most of the third

14 parties that usually participated in the

15 WPP had already contracted the full

16 capacity of their resources out to their

17 network customers, leaving little to no

18 energy to offer into the WPP.  

19 And after that meeting, I

20 started thinking, I hope I'm right, and

21 the results suggest that that was the

22 case.  As those contracts -- or those

23 monthly contracts began to expire over

24 that period of time, we began to see

25 participation in the process increase once
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 1 again.  And once that participation

 2 increased, we saw a lot more offers

 3 getting accepted, a lot more megawatts

 4 being purchased and, obviously, more

 5 savings from the process, so...

 6 Move on to the --

 7 SECRETARY SUSKIE:  

 8 So do we have -- you know, last

 9 time we first discussed this as a group

10 was in Little Rock in January, and still

11 lost money year to date, acknowledging

12 that the investment should last over time.

13 Do we have the net number if the WPP's

14 savings have exceeded the cost yet?

15 MR. LUCAS:  

16 Actually, I didn't provide the

17 numbers today because, you know, FERC has

18 the requirement, I guess, in place that we

19 produce the numbers on a quarterly basis.

20 SECRETARY SUSKIE:  

21 Quarterly.

22 MR. LUCAS:  

23 And we're not quite there yet,

24 so I didn't want to bring that data

25 prematurely.
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 1 SECRETARY SUSKIE:  

 2 Before the quarter.

 3 MR. LUCAS:  

 4 But I can say we're close,

 5 really close, to break even, looking at it

 6 from a total dollar amount.  If you look

 7 at it based on the, you know, capital

 8 recovery over a five-year amortization,

 9 it's around 14 -- 14, 15 million in the

10 black, so it's getting there.

11 Any other questions on the table

12 just on the activity since the last time

13 we met?

14 SECRETARY SUSKIE:  

15 I'd like to ask if any

16 stakeholders have any comments.  I know we

17 had a lot of discussion about how there

18 were zero offers going into the WPP at our

19 last meeting.  Any comments?

20 (No response.)

21 Okay.

22 MR. LUCAS:  

23 Okay.  Moving on to the WPP

24 enhancements.  Also at that last meeting,

25 we talked about a number of enhancements
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 1 that we were considering for the process,

 2 hoping to extract more value from the WPP

 3 overall, one of which was a proposal to

 4 model forecasted QF puts in the WPP.  I'll

 5 spare you all the details of technically

 6 how all that would work.  But we actually

 7 tested the proposal and worked with the

 8 WPPIWG, or what used to be the WPPIWG, as

 9 well as the E-RSC working group and

10 provided the results of that testing to

11 the group.  Based on the results of the

12 testing, this proposal produced a net

13 decrease in the metrics that are usually

14 used to determine, you know, how things

15 are going in the WPP, that being offers

16 selected, megawatts forecasted to be

17 purchased in the process and also

18 estimated savings.

19 Now, there were two major things

20 that were -- or two major improvements

21 that we expected to see from the proposal,

22 and that was an increase in -- an

23 improvement in the transmission flows so

24 that we can improve the pricing calculated

25 in the model and, hopefully, make better



   108

 1 offer selections.  And we believe that we

 2 did see that to the extent that the

 3 forecast that was used for QF puts was

 4 accurate.  The other thing was to reduce

 5 the hourly flexibility requirement that

 6 we've all talked about quite a bit, and we

 7 did see that to an extent.  What came

 8 about that we did not expect that caused

 9 us some concern was the occurrence of

10 violations of other constraints, namely

11 load balance, which is essentially the

12 model solving with more generation than

13 load.

14 Next slide, please.

15 Okay.  So we also issued the

16 ICT's position on that proposal at both of

17 those meetings, the WPPIWG and the E-RSC

18 working group meetings.  And, essentially,

19 that position is the ICT did not endorse

20 moving forward with this proposal due to

21 the testing results.

22 Typically, whenever you have

23 violations of soft constraints in the

24 model, if you're going to get around those

25 violations, typically you're going to have
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 1 to make some software changes.  And we

 2 felt like we were really at a point where

 3 the model was performing well, stable.

 4 And the testing results just didn't show,

 5 in our opinion, enough benefit to risk --

 6 you know, to risk the stability of the

 7 model going forward.

 8 Next slide.

 9 Also, currently, Entergy is

10 evaluating that process further to

11 determine what they want, what position

12 they would like to take as far as

13 implementing the QF put project.  Any

14 questions on that proposal?

15 PRESIDENT ANDERSON:  

16 Can I ask from the stakeholders,

17 do you -- what you think of that

18 conclusion and the results?

19 MR. LOUDENSLAGER:  

20 Can I add something?

21 PRESIDENT ANDERSON:  

22 Sure.  Absolutely, Sam.

23 MR. LOUDENSLAGER:  

24 At the last working group

25 meeting, Antoine went through this, and
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 1 there was a pretty long discussion on this

 2 proposal.  Pretty active discussion, I

 3 would say.  And the bottom line was, is

 4 that trying to move forward with this

 5 enhancement would result in decreasing the

 6 benefits in the WPP, which I just observed

 7 probably the wrong direction we wanted to

 8 take.  

 9 But this morning at the SPC

10 meeting, when I heard this presentation, I

11 had asked Entergy if this item was off the

12 table at this point, and Mark indicated

13 that Entergy didn't intend to press this

14 forward at this point, although some of

15 the Entergy folks, I think, still want to

16 take a look at -- do a little digger

17 deeping -- dig a little deeper into this

18 and see if they can make it work.  But for

19 right now, it doesn't look like it's going

20 to go anywhere right away, so...

21 PRESIDENT ANDERSON:  

22 Oh, I'm sorry.  Jennifer?

23 MS. VOSBURG:  

24 As Sam mentioned, this was

25 brought up at the September meetings of
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 1 the working group, and my understanding

 2 was the stakeholders are okay with where

 3 this stands right now.  We had a lot of

 4 questions and concerns about the

 5 proposals.  So as I understand it, there

 6 is no opposition from the SPP stakeholders

 7 at this point -- I mean SPC stakeholders.

 8 MR. LUCAS:  

 9 Okay.  Okay.  Moving on to the

10 next proposal was the WPP offer period

11 extension proposal.  And, again, just a

12 little background on this one:  Initially,

13 when the WPP was developed, there was an

14 intent to allow offers to be considered

15 all 24 hours of each day of the week of

16 the model's evaluation.  Prior to

17 implementation of the process, with a lot

18 of software issues that we experienced and

19 dealt with during that testing, it was

20 determined that the offer period needed to

21 be limited to on-peak hours to increase

22 the probability that the model could solve

23 without violations that would deem the

24 results infeasible.  And so ever since

25 implementation, the WPP has been operating
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 1 with an offer period of hours ending 7

 2 through hour ending 22, just the

 3 traditional on-peak hours.  

 4 We didn't just leave it at that.

 5 There's been requests from stakeholders

 6 and others that we continue to evaluate

 7 options or opportunities to increase those

 8 hours.  You know, even -- even if you

 9 can't increase the period to a full 24

10 hours, anything that you can do to

11 increase hours and give third parties more

12 opportunities to participate, to compete

13 to reduce ratepayer -- ratepayer costs,

14 then that's what we want to do.  So this

15 proposal was basically the result of that

16 effort.

17 Also, at that same meeting with

18 the E-RSC working group, we provided the

19 testing results of this proposal, as well.

20 The proposal produced an increase in hours

21 third-party suppliers could participate in

22 the process, as expected.  But, also, the

23 testing results showed a net increase in

24 offers selected, megawatts forecast to be

25 purchased and also estimated savings.  
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 1 Next slide, please.

 2 So the ICT also gave its

 3 position on this proposal, basically

 4 endorsing this proposal for implementation

 5 in the WPP.  Bottom line, we just felt

 6 like it just created more of an

 7 opportunity for third -- third parties to

 8 compete to serve network customer load and

 9 reduce costs.  And the testing results

10 actually supported that.  

11 Next slide.  

12 And Entergy is currently

13 evaluating the on-peak -- the on-peak

14 extension proposal to determine whatever

15 -- to determine their final position on

16 it, as well.

17 SECRETARY SUSKIE:  

18 Jennifer, what's the

19 stakeholders' position on this?

20 MS. VOSBURG:  

21 The stakeholders are definitely

22 interested in this offer period extension.

23 My understanding from discussion this

24 morning -- Glen, if you want to speak to

25 it -- there are a few technical issues
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 1 that Entergy is going to be exploring with

 2 the ICT.  Our -- why don't you go ahead

 3 and explain, but this is something that we

 4 are -- we are also in favor of.  

 5 MR. BERNSTEIN:  

 6 And I -- Glen Bernstein for

 7 Entergy.  Where we're at is, I think, as a

 8 general concept, we're certainly

 9 supportive of it.  The technical folks

10 just have a couple of questions that we

11 need to run by the ICT to make sure we

12 understand.  And then there's actually a

13 question in terms of implementation and

14 the timing because the tariff --

15 Attachment V of the tariff specifies that

16 if Entergy is going to change the peak

17 period for a week, it needs to post that

18 they're doing so by Monday, and I think

19 this entire structure was based on a

20 posting of Tuesday.  So we just need to

21 work through how that's going to work in

22 terms of timing and a couple of other

23 issues like that.  But, in concept, I

24 think Entergy is comfortable and supports

25 the idea.  You know, it's always possible,
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 1 if you implement this type of thing, and

 2 with this model, you know, you run it and

 3 you find out something unexpected happens,

 4 in which case you potentially have to pull

 5 it back.  But, you know, subject to that

 6 caveat...

 7 MS. VOSBURG:  

 8 And, Commissioner, we do also

 9 have a WPP task force, so if there's any

10 additional issues that come up, the

11 stakeholders have an opportunity to be

12 involved in it through the WPP's task

13 force.

14 MR. LOUDENSLAGER:  

15 And that's one of those

16 technical task forces that the -- that

17 y'all's working group will stay very

18 involved in.  And Entergy, I think,

19 indicated that they would be able to come

20 back to us at our next working group

21 meeting, which is middle of November, with

22 something about whether or not they're

23 comfortable moving forward or not.

24 MR. BERNSTEIN:  

25 Yeah, by that time, at the
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 1 latest.

 2 MR. LOUDENSLAGER:  

 3 So I would think -- it's always

 4 dangerous when I do this, so I apologize

 5 in advance.  But I would suggest that if

 6 Entergy comes back after the working group

 7 and says, we're okay with this, that y'all

 8 are okay, the E-RSC is okay with it being

 9 implemented as soon as possible.

10 MR. LUCAS:  

11 Okay.  And the final

12 enhancement, which, actually, I left it

13 off the -- left it off of the

14 presentation, just missed it, that we

15 discussed at the last meeting was

16 transparency, which we've currently been

17 working on a proposal to determine if the

18 transparency of the WPP can be improved or

19 increased.  And that's one that we will

20 continue to work with Entergy, as well as

21 the E-RSC working group, to try and see

22 what we can get out of that.  Are there

23 any questions?

24 (No response.)

25 PRESIDENT ANDERSON:  
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 1 Okay.  Thank you.  Let me

 2 have -- I have a question.  Is the ISTEP

 3 presentation -- is that tomorrow?

 4 MR. BRIGHT:  

 5 Kim.

 6 PRESIDENT ANDERSON:  

 7 Would that be under the

 8 Entergy --

 9 MS. DESPEAUX:  

10 Yeah.  That is the first of the

11 Entergy presentations.

12 PRESIDENT ANDERSON:  

13 And that will be done tomorrow?

14 MS. DESPEAUX:  

15 Yes.

16 PRESIDENT ANDERSON:  

17 Okay.  Fine.  Now let's take up,

18 out of order, the budget.  If that's,

19 again, agreeable with my colleagues, since

20 we -- I believe we still have all the

21 commissioners on line?

22 VICE-PRESIDENT FIELD:  

23 You have Commissioner Field.

24 PRESIDENT ANDERSON:  

25 All righty.  Before you, you've
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 1 got a 2011 proposed budget.

 2 VICE-PRESIDENT FIELD:  

 3 Right.

 4 PRESIDENT ANDERSON:  

 5 And I don't know if -- does the

 6 working group have a -- want to say

 7 anything about the numbers?

 8 MR. BRIGHT:  

 9 I'm happy to.  I don't know --

10 I'm speaking on behalf of the working

11 group.  So these are the same numbers that

12 I brought to the September meeting.

13 Again, we left them as is.  The one thing

14 I will say is the working group, for one,

15 is committed to working with Entergy on

16 the working group meetings, to hold those

17 somewhere we can do it at a reduced cost.

18 I know Stone, Pigman, counsel for the

19 Louisiana Commission, has offered up a

20 conference room at their facility on the

21 days that the working group just meets

22 alone.  So for the 15 people, so we'll be

23 doing -- we'll be taking advantage of

24 that.  And then, hopefully, you know, if

25 we can't find an Entergy facility in New
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 1 Orleans where we can meet with the whole

 2 working group and stakeholders, then at

 3 least we'll cut our expense in half on

 4 those meetings.

 5 PRESIDENT ANDERSON:  

 6 Anything we can do to reduce

 7 costs is -- is to be encouraged.  One of

 8 the recommendations I made early on is

 9 that -- and I think now that we've made

10 some big decisions with respect to our

11 authority, and the budget reflects this,

12 that we'll be moving to really quarterly

13 meetings of the E-RSC with, built into the

14 budget, money for two additional meetings,

15 if it becomes necessary, and we can talk

16 about that in January.  

17 But one other issue I wanted to

18 raise for my colleagues, our agreement

19 with ESPY, I believe, expires at the end

20 of December.  Is that correct?

21 MS. SCHMIDT:  

22 Yes, it does.

23 PRESIDENT ANDERSON:  

24 And I, for one, believe that

25 it's been extremely beneficial and would
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 1 put the issue before my colleagues about

 2 giving the president the authority to

 3 renegotiate or to negotiate to extend the

 4 agreement another year.

 5 CHAIRMAN PRESLEY:  

 6 This is Brandon Presley.  For

 7 some reason my volume was messed up a

 8 minute ago.  I make a motion that we do

 9 that, we give the president the authority

10 to negotiate with ESPY to continue or

11 extend the contract.

12 PRESIDENT ANDERSON:  

13 Is there a second?

14 SECRETARY SUSKIE:  

15 Second.

16 VICE-PRESIDENT FIELD:  

17 I second it.  Commissioner Field

18 seconds.

19 PRESIDENT ANDERSON:  

20 All right.  Any further

21 discussion?

22 (No response.)

23 PRESIDENT ANDERSON:  

24 Then all in favor?  

25 (All ayes.)
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 1 Opposed?

 2 (No response.)

 3 I believe the ayes have it.  

 4 Then going back to -- and I

 5 would propose that, certainly, that the

 6 amount would not exceed the amount that's

 7 provided in the budget.  But I will

 8 certainly report back the details in

 9 January, at the January meeting.  

10 Are there any questions about

11 the proposed budget for 2011?  Any

12 questions?

13 SECRETARY SUSKIE:  

14 I don't have questions.  Just

15 anything we can do to help reduce costs,

16 try to pursue that.  And I appreciate

17 Stone, Pigman helping with the office,

18 with the meeting expense.  Obviously, take

19 a look at it.  That's the primary cost

20 that we encounter.

21 PRESIDENT ANDERSON:  

22 Do I hear a motion to approve

23 the 2011 budget?

24 COUNCILWOMAN HEDGE-MORRELL:  

25 Motion to approve the 2011
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 1 budget.

 2 PRESIDENT ANDERSON:  

 3 Do I hear a second?

 4 SECRETARY SUSKIE:  

 5 Second.

 6 PRESIDENT ANDERSON:  

 7 Any discussion?  

 8 (No response.)

 9 All those in favor, say aye.

10 (All ayes.)

11 Opposed?

12 (No response.)

13 The ayes have it, and the 2011

14 budget is approved.

15 All righty.  Now going back to

16 the regular order, we're going to take --

17 begin with reports from Entergy.  We're

18 going to go a little bit out of order, and

19 the first report will be on alternative

20 transmission pass between the City of New

21 Orleans and Baton Rouge, which I believe

22 will be the second deck under that --

23 under that tab.

24 VICE-PRESIDENT FIELD:  

25 Is this tomorrow's presentation?
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 1 PRESIDENT ANDERSON:  

 2 This is tomorrow -- this is

 3 under tomorrow's presentation.

 4 MR. BARTLETT:  

 5 Good afternoon.  My name is

 6 George Bartlett.  I am director of

 7 transmission engineering for Entergy.  At

 8 the last E-RSC meeting, Councilwoman

 9 Hedge-Morrell asked questions about

10 whether or not we had plans to build a

11 transmission line from north of the lake

12 down to the New Orleans area, and there

13 were also questions raised about

14 underground transmission.  Those were in

15 light of the fact that the New Orleans

16 area was separated from the electrical

17 grid as a result of Hurricane Gustav.  So

18 I'm coming here today to address those

19 issues and concerns regarding reliability.  

20 As I said, in my normal day job,

21 I'm director of engineering.  It's

22 engineering design, design of substations

23 and transmission lines.  But when the

24 system is threatened by a hurricane and we

25 activate the system command center in
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 1 Jackson, my role changes to chief of

 2 planning section, where my

 3 responsibilities include hurricane

 4 prediction, prediction of path and

 5 hurricane strength, the damage prediction

 6 and prediction of restoration time.  Then

 7 once the hurricane passes, my group is

 8 responsible for the damage assessment,

 9 restoration, prioritization and

10 coordination between the SOC and TOC

11 operating areas.  So it's sort of from

12 that viewpoint that I'll be addressing

13 Hurricane Gustav and the effects it had on

14 New Orleans, and then we'll get into

15 conversation about the transmission

16 system, overhead and underground.  

17 The New Orleans area is served

18 by a number of transmission lines coming

19 from the east, the north and the west.

20 Because of its location and that of Lake

21 Pontchartrain, the lines tend to funnel in

22 through two major corridors.  Most of them

23 come in from the west, from the Baton

24 Rouge area around the south of Lake

25 Pontchartrain.  And there are lines that
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 1 then funnel together and come in from the

 2 east or the northeast between Lake

 3 Pontchartrain and Lake Catherine.  And

 4 there's one line that crosses the lake

 5 from the north.  These are various

 6 voltages, 115, 230 and 500.  And on the

 7 next slide, you can see the lines

 8 themselves.  

 9 There are 12 transmission

10 lines -- well, 11 and one proposed,

11 serving the New Orleans area.  And I think

12 you can see from the slide the fact that

13 these lines are, again, funneled in from

14 two different paths mostly, east and west,

15 most of them coming from the west.

16 Next slide, please.

17 COUNCILWOMAN HEDGE-MORRELL:  

18 Excuse me, before you move on.  

19 MR. BARTLETT:  

20 Yes.

21 COUNCILWOMAN HEDGE-MORRELL:  

22 Which one is the proposed one?

23 The yellow one?

24 MR. BARTLETT:  

25 The line that's proposed at 
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 1 No. 7, it runs from Loblolly to Hammond.

 2 It's at the upper end of the map there.

 3 So it's a new line that would be coming

 4 from the Baton Rouge area to an area north

 5 of Lake Hammond to provide another source

 6 into the New Orleans area.  And when I

 7 speak of the New Orleans area, it's more

 8 than just New Orleans.  It's the area

 9 around New Orleans.

10 Next slide, please.  

11 Given the right storm path, a

12 hurricane has potential to island New

13 Orleans as Gustav did, and that's because

14 all of the transmission lines are pretty

15 much collected in one area, and they're

16 all exposed to significant threat from

17 hurricanes.  Entergy does all that it can

18 to keep the city connected.  We have the

19 transmission lines connected to one

20 another north of the lake.  We have a lot

21 of lines running east-west tying them

22 together.  We have significant ties in the

23 transmission corridor coming from Baton

24 Rouge that tie the lines together.  So

25 there's no one loss of any line that
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 1 causes significant problems.  We're able

 2 to accommodate that.

 3 Additionally, as the storms

 4 approach New Orleans and industry starts

 5 shutting down and people evacuate, we will

 6 reduce generation to try to match load in

 7 the city so there are no imports or

 8 exports.  We try to balance the generation

 9 to the load so that, if we do see a

10 condition where we're separated from the

11 rest of the system, we have a much higher

12 likelihood of hanging on.  

13 What happened during Gustav is

14 that most of the southeast Louisiana

15 transmission lines were taken out of

16 service.  We had extensive transmission

17 outages that extended all around the City

18 of New Orleans, and I have a map that will

19 demonstrate that fact.  A portion of the

20 Amite South load pocket of southeast

21 Louisiana remained energized but became

22 islanded.  We had three generators running

23 in the New Orleans area, and we had about

24 17 transmission lines that stayed intact

25 with some distribution fed from those
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 1 transmission lines.  So we had about

 2 300 megawatts of load that stayed up and

 3 operating throughout the hurricane.  

 4 The next slide shows a map of

 5 the southeast Louisiana area.  The

 6 transmission lines that tripped as a

 7 result of the hurricane are shown in red,

 8 and, basically, it's every transmission

 9 line around New Orleans.  And the only

10 lines that didn't trip in that southeast

11 area were, again, about 17 transmission

12 lines in the New Orleans area.

13 Now, why that happened is

14 because of the path of the hurricane and

15 the nature of the hurricane.  As you can

16 see on this slide, the hurricane path was

17 south and to the west of New Orleans as it

18 moved up from the Gulf towards the central

19 Louisiana area.  The next slide is a

20 satellite photo.

21 COUNCILWOMAN HEDGE-MORRELL:  

22 Whoa, whoa, whoa.  

23 MR. BARTLETT:  

24 Yes.  

25 COUNCILWOMAN HEDGE-MORRELL:  
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 1 Go back.  

 2 MR. BARTLETT:  

 3 Back up, please.  Thank you.  

 4 COUNCILWOMAN HEDGE-MORRELL:  

 5 That's the only line that was

 6 coming -- right there.

 7 MR. BARTLETT:  

 8 The green transmission line --

 9 COUNCILWOMAN HEDGE-MORRELL:  

10 But it was coming from that main

11 line right there.

12 MR. BARTLETT:  

13 Well, the green transmission

14 lines were in-service.  The line across

15 the lake remained in-service.  But

16 everything connected to north of the lake

17 was out of service.

18 COUNCILWOMAN HEDGE-MORRELL:  

19 Yeah.  

20 MR. BARTLETT:  

21 So -- and the same thing --

22 COUNCILWOMAN HEDGE-MORRELL:  

23 So, literally, that one line

24 kept the city going?

25 MR. BARTLETT:  
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 1 No, no.  The city was totally

 2 islanded.  So it was the generation in the

 3 city that served the load in the city,

 4 because all these lines all around it were

 5 cut.  We were totally isolated from the

 6 rest of the country.  There was not a

 7 single connection, and I'll get into that

 8 a little later, as well.  That's the first

 9 time that that's happened.  Never happened

10 before.

11 And why it happened, you can see

12 on this slide, which shows Gustav as it

13 hit the coast of Louisiana as a Category

14 3.  There was significant destruction

15 along the path of the eye, and there was

16 also very, very heavy weather north of the

17 lake.  You can see over the New Orleans

18 area, it was rain and approaching Category

19 1 winds.  But New Orleans did not take the

20 brunt of this hurricane, and it's a factor

21 of the path that the hurricane took, the

22 location of the city.

23 The next slide shows tornadoes

24 that were spun off from Hurricane Gustav.

25 This is from the National Weather Service.
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 1 The hurricane actually spun off 70

 2 tornadoes.  Three of those were in the New

 3 Orleans East area, but the other 67

 4 tornadoes were north of the lake,

 5 predominantly.  They were southeast

 6 Louisiana north of the lake and up into

 7 Mississippi.  

 8 The next slide shows additional

 9 hurricanes -- excuse me -- tornadoes that

10 resulted from Gustav.  And this is normal.

11 It's what you expect.  The northeast side

12 of the hurricane is where you get the most

13 violent weather.  So, again, you get

14 destruction along the path of the eye, and

15 then you can have destruction that is

16 removed from the eye of the hurricane by a

17 significant amount because the tornadoes

18 are separate from the eye.  

19 The next slide shows tornadoes

20 that spun off as a result of Hurricane Ike

21 that moved through Texas.  Most of the

22 tornadoes from that were in Louisiana.

23 Then Hurricane Katrina had tornadoes that

24 were actually two states removed from the

25 path of the hurricane itself.  The
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 1 hurricane moved up through Louisiana and

 2 Mississippi with tornadoes occurring in

 3 Alabama and Georgia.  There were no

 4 tornadoes reported in Louisiana or

 5 Mississippi.  And, finally, Hurricane Rita

 6 again.  

 7 So the phenomenon we're seeing

 8 is that you can be islanded -- a city can

 9 be islanded, or any system, if it lies

10 between the path that the eye of the

11 hurricane takes and significant weather to

12 the northeast.  So what do we do about

13 reliability to the system?

14 Next slide, please.

15 As I state here, bolstering

16 transmission, additional overhead lines

17 into the region from any direction would

18 increase reliability if we could keep them

19 in service.  And that's the trick.  And

20 the problem we face is that we have

21 limited paths to take those lines into the

22 city.  They're either going to be coming

23 in around the east of the lake or the west

24 of Lake Pontchartrain.  Any line serving

25 the city has to come in from a distance of
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 1 at least 30 miles away and follow those

 2 corridors.  

 3 Most of the transmission lines

 4 that trip during a hurricane are a result

 5 of flying debris.  Less than 2 percent of

 6 the transmission lines are actually

 7 damaged.  So the other 98 percent just get

 8 caught -- hit with flying debris, where

 9 the lines act like a net, essentially, and

10 catch whatever is flying through the air.  

11 Adding lines increases the

12 chance of success, but, honestly, given

13 the close proximity of any new lines to

14 existing lines, the odds of having any new

15 lines stay in service are probably pretty

16 slim.  If we lost the 12 that were up

17 there now, another 12 might also go out.

18 So there's no guarantee that adding an

19 additional transmission line would keep us

20 connected to the rest of the country.  

21 Underground lines can survive a

22 hurricane if they're completely

23 underground and if they go far enough to

24 reach a source that's still in service.

25 When looking at underground installations,
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 1 we consider costs compared to overhead

 2 lines, availability of underground versus

 3 overhead and operational complexity.  And

 4 you should also look at societal benefits,

 5 but that's something we typically haven't

 6 done.

 7 Next slide, please.

 8 In 2007, after Hurricanes

 9 Katrina and Rita, we conducted a storm

10 hardening study.  We looked at modifying

11 the design of the system, replacement of

12 existing assets with stronger materials,

13 use of underground, widening right-of-way.

14 We looked at a lot of different things to

15 try to determine what we could do to

16 harden the transmission system.

17 Alternatives were evaluated basically

18 based on the price to the customer.  We

19 did not look at societal benefits.

20 Next slide.  

21 What we determined from the

22 hardening study was that it was just not

23 economically viable to go out and replace

24 everything that existed right now.  We did

25 determine that new lines should be built
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 1 in steel if they were close to the coast,

 2 concrete if they were further in.  We

 3 should build new lines to higher design

 4 speeds; 10 miles an hour if they're in

 5 from the coast, 20 miles an hour along the

 6 edge of the coast.  And that's for all new

 7 lines and any lines that we ever rebuild

 8 after a hurricane or some other event.  We

 9 would likewise do this if we could

10 accommodate it.

11 Underground was not recommended

12 because of cost.  The average cost

13 estimate for underground was five to six

14 times that of overhead.  And there are

15 other considerations with underground that

16 I'll get into in a minute.  And we also

17 recommended using steel transmission poles

18 wherever transmission lines crossed major

19 highways, evacuation routes.  So these are

20 things that we did adopt.

21 Next slide, please.

22 When looking at the underground,

23 we found that the cost comparisons between

24 underground and overhead varied widely.

25 And it's not so much that the cost of the
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 1 underground changed so much as the cost of

 2 the overhead did.  In urban areas where

 3 land is very expensive and it's very

 4 expensive to build overhead, it might be

 5 cost-effective to go underground.  The

 6 cost would be very close.  Out in rural

 7 areas, where land is cheap and it's very

 8 easy to build overhead transmission,

 9 there's just no incentive to go

10 underground at all.  Then the line length

11 also affects this because you need

12 expensive termination equipment at the

13 ends of the underground cable.  So the

14 shorter the line, the higher the cost per

15 mile of line.  

16 Next slide.

17 Dominion performed a cost

18 analysis in '05 for overhead versus

19 underground, and they determined that the

20 cost of underground was about six to six

21 and a half times that of overhead,

22 overhead being about a million a mile, and

23 the underground more like 5 to 6 million

24 per mile.  

25 Similarly -- next slide,
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 1 please -- AEP looked at underground versus

 2 overhead, and, again, they found that the

 3 cost ranged from 1 to 1, if you're in a

 4 densely packed urban area, to 20 to 1 out

 5 in a rural area.  And, again, it's not so

 6 much that the cost of the overhead

 7 transmission -- or, rather, it's not so

 8 much the cost of the underground changed

 9 radically so much as the cost of the

10 overhead changed.  

11 Also, while underground cable

12 experienced lower number of forced

13 outages, when they do go out, it takes

14 much, much longer to repair the

15 underground cable.  Just finding the

16 problem sometimes takes quite a while and

17 then fixing it again.

18 The next slide.  

19 SCE&G did a study over five

20 years, and they found that the frequency

21 of outages was 50 percent less on

22 underground than overhead, but the repair

23 time was 58 percent longer.  And their

24 quoted price to put in underground in

25 place of overhead was 8 to 10 times the
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 1 cost of overhead.  And we see the repair

 2 times for cables ranged anywhere from 10

 3 days to 19 days per outage.  Overhead

 4 lines can very often be repaired in just a

 5 few hours.  In the case of Entergy, we'll

 6 put the lineman on a helicopter, fly them

 7 out to a structure, and they'll step

 8 straight from the helicopter to the

 9 structure, make the repairs and step back

10 onto the helicopter without touching the

11 ground.  And that just -- you know, it's

12 such actions that maybe make overhead much

13 more favorable in rural and hard to reach

14 areas.  

15 Next slide.  

16 A big consideration with

17 underground cables is that, if they're

18 longer than a few miles, they require what

19 I will call boosting stations along the

20 way, and that's because of the cable

21 characteristics.  They tend to hog a lot

22 power and generate a lot of reactive

23 power.  So you might have to put special

24 equipment along the way, reactors to

25 absorb the reactive power.  Sometimes you
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 1 have to put phase-shifting transformers to

 2 control the power.  So even though the

 3 underground cable itself is not

 4 susceptible to the hurricane force winds,

 5 where the cable has to come above ground

 6 and be attached to this sophisticated

 7 electrical equipment, that equipment

 8 itself is susceptible.  And you can raise

 9 it so it won't flood, but then it's more

10 susceptible to flying debris and whatnot.  

11 In the Gustav event, what we saw

12 was that an underground line would need to

13 originate about 70 miles away from New

14 Orleans to still be connected to the

15 eastern electric grid and supply power to

16 the city.  So if you have an underground

17 cable 70 miles long, you need numerous

18 boosting stations along the way, which

19 just have a potential for being damaged.  

20 Next slide.

21 And then, as I said, the

22 underground cable tends to hog load,

23 resulting in underutilization of the

24 overhead line and a lot of operating

25 concerns.
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 1 Next slide.  

 2 What kept the City of New

 3 Orleans alive when it was islanded and

 4 totally isolated from the rest of the

 5 eastern interconnection was the local

 6 generation.  We had three generators that

 7 continued to operate in the city or around

 8 the City of New Orleans during Gustav.

 9 What we do when the hurricane

10 approaches is to take some of the

11 generation, disconnect it from the system

12 and essentially idle it and let it run at

13 low power so that it won't be affected by

14 perturbations on the transmission system.

15 Once the hurricane passes, we can

16 reconnect it quickly to the transmission

17 system and bring it back up.  In the case

18 of Gustav, we had that, but, in addition,

19 we had three generators that never did

20 trip offline and a number of transmission

21 lines that stayed connected.  

22 As the transmission system

23 experienced damage and other effects, we

24 were able to adjust the generation.  And

25 we detected the islanding condition
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 1 because of some advanced monitoring

 2 equipment we had just recently installed

 3 in the area.  That determined that the

 4 area was islanded, and we were able then

 5 to take control of the generators and

 6 match it to the load.

 7 Next slide, please.

 8 What we've done since then is to

 9 enhance local generation capabilities.  We

10 have a new Black Start unit installed at

11 Waterford, Waterford Unit 4.  This is a

12 unit that we can crank up in the event of

13 a blackout very quickly.  We installed new

14 equipment in the local units to allow

15 frequency control.  Generating units are

16 not really designed -- the large

17 generating units aren't designed to run on

18 their own.  They're designed to be run as

19 part of the eastern electric grid.  

20 So we had a lot of control

21 problems trying to match generation to

22 load after the hurricane hit.  What we're

23 doing now is installing governor controls

24 on all the units in southeast Louisiana.

25 As they come down for maintenance, we'll
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 1 install the governor control unit, a

 2 control that allows them then to run in

 3 this islanded condition and precisely

 4 control frequency with a lot -- without a

 5 lot of operator intervention.

 6 When Gustav hit, as I mentioned,

 7 we had 300 megawatts of load that was

 8 still on.  We never had any load in the

 9 New Orleans area after Gustav that we

10 could not serve because of lack of energy.

11 We had plenty of generation to serve the

12 load, but we did have to limit how quickly

13 we put the load back on because of the

14 generation controls.  So this will remove

15 that limit.  And in the 24 hours that it

16 took us to connect back to the system --

17 we were islanded for 24 hours -- we were

18 able to put an additional 400 megawatts of

19 load back on the system.  So we went from

20 300 megawatts to 700 megawatts, and then

21 we finally tied back into the eastern

22 interconnection.  But with these new

23 controls, we could -- we could put more

24 megawatts and that back on and quickly

25 pick up load in the city.  And, in
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 1 addition, there's a new generator resource

 2 in New Orleans area that's been announced

 3 with the recent RFP.  

 4 Next slide, please.  

 5 In summary, additional lines

 6 generally help, but in the event of a

 7 hurricane, where they're all crowded

 8 together anyway, they may not enhance

 9 reliability.  They're just in too close of

10 proximity to existing lines.  Underground

11 cable may not add reliability because it

12 would have to run so far to reach a stable

13 electrical system outside of New Orleans,

14 which would put the booster stations at

15 risk, and it would cost considerable

16 money.  70 miles at 6 million a mile,

17 you're looking at hundreds of millions for

18 one cable.  Local generating resources in

19 the New Orleans area have been proven to

20 work, and what we're doing is focusing on

21 those right now with the advanced control

22 systems, advanced monitoring equipment,

23 trying to make sure that, should an

24 islanding situation occur in southeast

25 Louisiana for any reason, we would be able
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 1 to serve the load.

 2 Questions?

 3 MS. SCHMIDT:  

 4 I'm Kristine Schmidt with ESPY

 5 Energy Solutions, and my question is --

 6 actually, if you can flip back a few

 7 slides to the matrix showing summary of

 8 the hardening recommendations.  You

 9 mentioned this was a 2007 study.  When you

10 did this, the looking at the overhead to

11 underground, was that all the -- were you

12 looking at all of the transmission lines

13 that serve New Orleans going underground

14 or just the ones that were affected by the

15 outage?

16 MR. BARTLETT:  

17 No, I don't -- I don't know that

18 we looked at specific lines.  This was --

19 this was, I'd say, an average cost.  If

20 you're running in the City of New Orleans,

21 you probably can't run overhead.  It's

22 impossible.  You'd have to go underground.

23 The closer you get to an urban area, the

24 more cost-effective underground

25 construction would be.  And underground
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 1 costs have been coming down, but if you

 2 get out into the rural areas and if you're

 3 building another 70-mile line or something

 4 and it runs through a lot of rural area,

 5 then the overhead cost-wise is much

 6 cheaper than the underground.  

 7 MS. SCHMIDT:  

 8 And so when you showed the

 9 average cost estimated, 4 and a half

10 million dollars per mile, what size

11 voltage line were you talking about there?

12 MR. BARTLETT:  

13 I'm not --

14 MS. SCHMIDT:  

15 Or can you get that -- can you

16 give us actually the cost per mile for the

17 various overhead lines that you build?

18 MR. BARTLETT:  

19 I can get you the numbers we

20 used in the hardening study.  I think it

21 was for a 230 kV line, because it just

22 doesn't do any -- it doesn't make sense to

23 put in an underground cable at less than

24 230, and I know we weren't looking at 500.  

25 MS. SCHMIDT:  
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 1 Okay.  Can we get a copy of your

 2 2007 study?

 3 MR. BARTLETT:  

 4 I think so.  I don't see why

 5 not.

 6 MR. BOOTH:  

 7 To simplify maintenance, have --

 8 has Entergy considered HVDC technology?

 9 MR. BARTLETT:  

10 No.  Short answer, no.  HVDC is

11 great for connecting two AC systems

12 together, but the cost of the terminal

13 equipment is just so high that, again, for

14 a short HVDC line, it's just not worth it.

15 And if you build a long HVDC line, then

16 you have the problem of controlling that

17 line in parallel with the AC system, which

18 causes just phenomenal operating concerns,

19 because AC and DC don't really like to

20 play that well together.  And that's a

21 problem.  Out west, they have tremendous

22 operational problems trying to run the

23 HVDC line out west from up north down to

24 California and parallel with the AC

25 system.  So, no, we haven't looked at it,
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 1 and it's really -- it's really because of

 2 the operational concerns and cost of such

 3 a short line we'd be putting in.  Even if

 4 it ran all the way across our system, it's

 5 not that far.

 6 MR. BOOTH:  

 7 They use HVDC in the northeast

 8 pretty effectively, from Hydro-Quebec down

 9 to Vermont and New Hampshire, the phase 1

10 and phase 2 facilities.  It looks like

11 Hydro-Quebec is looking at building

12 another HVDC facility down in Vermont.  So

13 I don't know how they've managed to work

14 DC and AC together.

15 MR. BARTLETT:  

16 And it works very well when

17 you're running from a source down into the

18 AC system.  It's when it's in parallel

19 with the AC system that you have problems.

20 So if you have a bunch of generators you

21 want to tie in at a remote location, HVDC

22 is great, because it's essentially a

23 radial DC line that ties into the AC

24 system and dumps power in.

25 SECRETARY SUSKIE:  
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 1 I've got a question.  It's just

 2 for a little comic relief.  So if you were

 3 to build these 230 kV systems, Arkansas

 4 would pay roughly 22 percent of those

 5 costs?  There was no cost-benefit analysis

 6 done to determine whether Arkansas gets

 7 22 percent of the benefit?

 8 PRESIDENT ANDERSON:  

 9 That's a rhetorical question.

10 MR. BARTLETT:  

11 Well, --

12 SECRETARY SUSKIE:  

13 It's a rhetorical question.

14 MR. CHESHIRE:  

15 It's good for ice storms.

16 SECRETARY SUSKIE:  

17 It's good for ice storms?

18 COUNCILWOMAN HEDGE-MORRELL:  

19 So, basically, what --

20 SECRETARY SUSKIE:  

21 Sorry.

22 COUNCILWOMAN HEDGE-MORRELL:  

23 That's okay.  Do you want to

24 finish your comic relief?

25 SECRETARY SUSKIE:  
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 1 I'm done.

 2 COUNCILWOMAN HEDGE-MORRELL:  

 3 So, basically, what you're

 4 saying is that there's no solution for New

 5 Orleans?

 6 MR. BARTLETT:  

 7 Well, I think the best solution

 8 is the internal generation because the

 9 geography just puts it at risk for being

10 isolated for a storm that basically

11 surrounds the system.  Again, this is the

12 first time it's ever been islanded.  I've

13 never heard of anything like that before,

14 really.  And it's a unique circumstances

15 that put the hurricane to the southwest

16 and a bunch of tornadoes to the northeast.

17 If it happens again, at least we'll be

18 ready to run the generation and supply the

19 load.  Honestly, normally, all the

20 transmission lines and distribution lines

21 go out because of all the flying debris.

22 New Orleans was spared because of the

23 unique circumstances that they don't have

24 as many trees within the city and the wind

25 just didn't get up to that point where
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 1 they had a lot of flying debris.  But,

 2 generally, it all goes out.

 3 COUNCILWOMAN HEDGE-MORRELL:  

 4 I'm well aware of that.  It all

 5 goes out.  We're trying to figure out how

 6 to stop it from all going out.

 7 MR. BARTLETT:  

 8 Yeah.

 9 PRESIDENT ANDERSON:  

10 Let me ask this question:  What

11 sort of generation are you talking about

12 that you've...

13 MR. BARTLETT:  

14 These are the fossil units, like

15 Waterford, Gypsy, Ninemile, Michoud, those

16 facilities.

17 PRESIDENT ANDERSON:  

18 So are they quick-start gas?

19 MR. BARTLETT:  

20 No, no.  They're just the --

21 MR. HURSTELL:  

22 Legacy.

23 MR. BARTLETT:  

24 -- gas-fired, oil-fired units in

25 the general New Orleans area.
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 1 PRESIDENT ANDERSON:  

 2 Just regular old steam turbines?  

 3 MR. BARTLETT:  

 4 Yes.

 5 MR. HURSTELL:  

 6 They're the legacy units that we

 7 referred to.

 8 PRESIDENT ANDERSON:  

 9 Okay.  Yeah.

10 COUNCILWOMAN HEDGE-MORRELL:  

11 But isn't it true that every

12 time we kick up Michoud, which is a legacy

13 unit, the fuel cost adjustment that the

14 consumers have to pay, as we pay in the

15 summer, is almost triple what their

16 regular bill is?

17 MR. BARTLETT:  

18 I'll look at -- here, John.

19 COUNCILWOMAN HEDGE-MORRELL:  

20 Not me, huh?

21 MR. BARTLETT:  

22 Well, honestly, I'm a

23 transmission guy.

24 COUNCILWOMAN HEDGE-MORRELL:  

25 Okay, transmission guy.
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 1 MR. HURSTELL:  

 2 What you're referring to is when

 3 ENLI just has so much base load

 4 generation, that frequently it's able to

 5 shove the cost of its flexible capability

 6 to other operating companies.  But every

 7 one of the other operating companies has

 8 their equivalent of Michoud.  ETI has

 9 Lewis Creek, Nelson, Sabine.  EAI has Lake

10 Catherine.  EMI has Baxter Wilson, Gerald

11 Andrus.  

12 So I know that you're very

13 concerned about Michoud as we're concerned

14 about all of our costs.  But there's

15 really not that much difference between

16 Michoud and Ninemile and Waterford.

17 They're very valuable generation, and

18 they've proved that it -- particularly

19 after Hurricane Gustav, because those were

20 the units that we were able to use to

21 control that to serve load.

22 COUNCILWOMAN HEDGE-MORRELL:  

23 I understand that.  But you have

24 to understand that Michoud comes on every

25 year, from June through August, and the
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 1 fuel adjustment cost on the bills are

 2 triple what the bill is.  That's very hard

 3 to sell to ratepayers.  And it seems to me

 4 that somewhere in the Entergy system there

 5 ought to be some conversation about how to

 6 rectify that.  And just going back and

 7 saying, okay, it gets too hot in New

 8 Orleans in August -- we know that.  We

 9 know that.  But depending on obsolete, you

10 know, you're going to force problems like

11 I had yesterday with Tulane University

12 wanting to go to solar and take everything

13 off the grid.  And it's going to come up

14 more and more and more.  So it seems to me

15 if we know that problem exists and we're

16 planning for the future, then Entergy

17 needs to plan for the future how they're

18 going to meet the problems in New Orleans.

19 MR. HURSTELL:  

20 And let me see if I can be -- we

21 talked about this whole issue of flexible

22 capability.

23 COUNCILWOMAN HEDGE-MORRELL:  

24 Uh-huh.

25 MR. HURSTELL:  
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 1 And that's what Michoud

 2 provides, and Michoud provides an economic

 3 source of flexible capability.  And we

 4 have not gotten bids from merchant

 5 generators that will allow us to displace

 6 our units and provide them flexible

 7 capability.  So the fact that Michoud --

 8 its incremental cost is much higher than

 9 the incremental cost of ENLI's other

10 resources, Grand Gulf, ANO and the coal

11 units, it doesn't mean that it's not an

12 economic source of power when compared to

13 the other types of generators that can

14 provide the service that Michoud provides.

15 You can't use all base load resources to

16 serve your load.  And that's -- we just

17 haven't done a good enough job of maybe

18 explaining that, but -- 

19 COUNCILWOMAN HEDGE-MORRELL:  

20 I don't think you can explain to

21 anyone how their bill goes for three

22 months out the year to triple what it was,

23 say, June, and then when you get to

24 July -- well, actually, May.  You know, I

25 mean, we've never been able to explain
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 1 that.  I'm looking at my bill -- I mean,

 2 even trying to do it over a period of

 3 time.  And then we compare it to bills

 4 that people have all around New Orleans,

 5 like you said, the metropolitan area.

 6 Their bills aren't having that same

 7 problem because they're not dependent on

 8 Michoud.  

 9 So I think it's something that

10 the parent company or whoever is

11 responsible for the lines needs to look

12 at.  Because one of the things that is

13 happening in New Orleans, and it's going

14 to come back to haunt, I think, how we do

15 things, is that you have a lot of

16 businesses and a lot of big people that

17 generate energy that are starting to look

18 at alternative.  They want to get off the

19 grid.  So you're encouraging your big

20 customers to leave.

21 MR. HURSTELL:  

22 Well, it may be more efficient

23 for us to come and talk to you

24 individually about the situation in New

25 Orleans.  We'll be happy to do that.
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 1 SECRETARY SUSKIE:  

 2 I think we had a question in the

 3 back of the room.  You know, I always

 4 think that sometimes when you get

 5 perspective -- you know, for a year now,

 6 we've heard about the value of these

 7 legacy units, the flexibility of these

 8 legacy units, and then today you take a

 9 tour of ERCOT, and they talk about moving

10 to the market, and these old inefficient

11 plants are now being mothballed and

12 retired.  I think it's so interesting to

13 see the difference and a perspective of

14 things.  I think it's always enlightening

15 to take tours like we did today because I

16 think it's a classic, you know, big

17 picture difference.  ERCOT has moved to

18 markets, and they're retiring old units

19 that are inefficient because they can't

20 compete.  And then for over a year now,

21 you've done a very good job explaining the

22 QF problem, which goes away in markets.

23 Very good problem explaining the

24 flexibility of these units.  But it's like

25 pride and joy, but it's not like, is there
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 1 an alternative?  I just think it's an

 2 interesting perspective to have what I had

 3 this morning with ERCOT and then come back

 4 and talk about these wonderful legacy

 5 units.

 6 PRESIDENT ANDERSON:  

 7 One of the things just to point

 8 out, I think ERCOT has now mothballed or

 9 retired more generation than -- in the

10 last five to eight years than exists in

11 the Entergy footprint.  But that's a --

12 it's not an apples to apples comparison,

13 so...

14 Any other questions?

15 MR. REED:  

16 Yes.  Presley Reed, City of New

17 Orleans.  George, I would assume based on

18 this presentation, the only real solution

19 for New Orleans would be generation that's

20 local to New Orleans; is that correct?

21 MR. BARTLETT:  

22 Yes.  If you want to protect

23 against hurricane effects to the

24 transmission system, then what we found to

25 work is local generation.
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 1 MR. REED:  

 2 Recognizing that -- I think

 3 what -- John Hurstell just said that.  The

 4 generation that New Orleans relies upon is

 5 the ANO, Ninemile and Michoud.  Really,

 6 Michoud is the only generation that's

 7 truly local to New Orleans that is going

 8 to maintain the city in that type of

 9 situation.

10 MR. BARTLETT:  

11 Well, again, when I say, "New

12 Orleans," it's the greater New Orleans

13 area.  And the generators that were

14 running after Gustav really were at Gypsy,

15 Waterford and Ninemile.  

16 MR. REED:  

17 Okay.

18 MR. BARTLETT:  

19 We had shut Michoud down before

20 the hurricane approached for fear of

21 flooding, because if it floods, it ruins

22 the equipment if it's running.  

23 MR. REED:  

24 And you know they're going to

25 new -- or there's a new generation coming
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 1 in.  Can you expound on that a little bit?

 2 MR. BARTLETT:  

 3 I'll turn that over to my

 4 associate somewhere.

 5 MS. DESPEAUX:  

 6 Hold on one second.  Let me get

 7 it to the right guy.

 8 MR. KELLOUGH:  

 9 As a result -- this is Lee

10 Kellough for Entergy.  As a result of the

11 2009 RFP, we recently looked at adding

12 generation at Ninemile.  It will be a CCGT

13 unit in the proximity of 550 to

14 600 megawatts.  And that's basically what

15 was a result of the 2009 RFP.

16 MR. REED:  

17 Okay.  Thank you.

18 PRESIDENT ANDERSON:  

19 Anything else?

20 (No response.)

21 Thank you.  Appreciate it.

22 MR. BARTLETT:  

23 Thank you for your time.

24 PRESIDENT ANDERSON:  

25 Let me ask a question.  This is
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 1 not on the agenda, but it goes back -- I'm

 2 going to ask Ms. Despeaux --

 3 MS. DESPEAUX:  

 4 Uh-huh.

 5 PRESIDENT ANDERSON:  

 6 -- to give us an update on when

 7 Entergy believes they will make their

 8 filing to file Attachment X as part of the

 9 OATT.

10 CHAIRMAN PRESLEY:  

11 Ken?  

12 PRESIDENT ANDERSON:  

13 Yes.

14 CHAIRMAN PRESLEY:  

15 Jimmy has been trying to get on

16 with a question.  I didn't know if I --

17 PRESIDENT ANDERSON:  

18 Oh, I'm sorry, Jimmy.

19 CHAIRMAN PRESLEY:  

20 Jimmy, you still there?

21 VICE-PRESIDENT FIELD:  

22 I can hear you, but I don't know

23 if they can hear me.

24 PRESIDENT ANDERSON:  

25 I can hear you, Jimmy.  I'm
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 1 sorry.

 2 VICE-PRESIDENT FIELD:  

 3 Okay.  For Mr. Bartlett, I just

 4 want to make sure that you're representing

 5 this -- we go back all the way to

 6 Katrina -- that you were installing more

 7 durable transmission towers after the

 8 hurricane.  The reason I ask that is

 9 because I was told that y'all just had

10 them up in Arkansas and the delay was

11 having to truck them down into Louisiana.

12 And what I want to make sure of is that,

13 when y'all rebuilt, you actually did make

14 it more durable than prior to Katrina and

15 Rita.

16 MR. BARTLETT:  

17 When we rebuild after a

18 hurricane, we can't necessarily upgrade

19 the equipment, because we're trying to

20 rebuild in just a matter of days.  And we

21 -- what we've had in the past is spares on

22 hand that matched the older equipment.  So

23 after the more recent hurricanes, we

24 probably rebuilt with the older design.

25 Now, in the future, what we will have on
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 1 hand as spares will be the newer design,

 2 so when we replace damaged equipment in

 3 the future, it would be an upgrade.  But

 4 quite possibly, after Katrina, Rita and

 5 even Gustav and Ike, we still had some

 6 older equipment on hand.  And, again,

 7 after a hurricane, we're just doing our

 8 best to get everything back in service in

 9 a matter of just a few days, so we don't

10 have time to wait for new equipment to

11 come in.

12 VICE-PRESIDENT FIELD:  

13 I think that's an honest answer.

14 But my question is:  Why wasn't new

15 equipment in place, be ready to be moved

16 from Arkansas into the hurricane area?  We

17 know that we're going to have them, and I

18 don't understand -- I don't think that's a

19 valid excuse to say, well, we just had to

20 put whatever we had.  Why didn't Entergy

21 have the new towers in stock?

22 MR. BARTLETT:  

23 Well, again, as a result of the

24 2007 study, in 2008, when Gustav hit, we

25 had not geared up with any of the new
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 1 towers yet.  We still had the older -- we

 2 had a lot of old towers in stock.  And we

 3 stock a limited number of spares for

 4 equipment across the system.  If we're

 5 going to upgrade to new towers immediately

 6 after a hurricane and we don't have the

 7 equipment in stock yet, it would require

 8 engineering that we just can't do that

 9 rapidly.  I just don't think a year gave

10 us enough time to stock up with new

11 equipment by the time Gustav hit.

12 VICE-PRESIDENT FIELD:  

13 Well, again, that's a point

14 we'll have to address at another

15 proceeding.  But, to me, a company that's

16 located and serving coastal areas ought to

17 be upgrading and have in stock power when

18 they know a hurricane's coming.  You knew

19 it before Katrina.  You knew we were going

20 to have a hurricane.  And I still don't

21 understand why it took two or three years.

22 When I -- when I flew over the

23 transmission towers after Gustav, it was

24 clear they were twisted so badly that they

25 were not the most durable that was on the
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 1 market.  And that's one of my questions.

 2 I think that would have served New Orleans

 3 better, it would have served Louisiana

 4 better and the whole system better had

 5 those towers been installed in 2005, 2006,

 6 2007.  Gustav hits in 2008 and just

 7 ravaged the system.  Now, but I know

 8 that's probably a prudency issue and what

 9 should a utility do to serve the coastal

10 area and so forth.  I'm glad that you are

11 putting in more durable towers close to

12 the coastline now.

13 George, my next question is --

14 is a representative of Cleco there?

15 UNIDENTIFIED SPEAKER:  

16 Yes, but not transmission.

17 PRESIDENT ANDERSON:  

18 The answer was, yes, but not

19 transmission.

20 VICE-PRESIDENT FIELD:  

21 Okay.  The reason I ask that is

22 I did not see, going through the slides,

23 unless I missed it because I don't have a

24 big screen here -- I did not see if there

25 was any exploration to see whether if
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 1 y'all came out to the west from New

 2 Orleans to Houma, Morgan City and tied

 3 into the Cleco system, say around

 4 Franklin-Baldwin, where the Acadiana Load

 5 Pocket repairs had been completed in a

 6 couple years.  Was that given

 7 consideration?  Because that would give

 8 you not only an eastern tie-in, which you

 9 already have, but that would give you a

10 tie-in to the west, and it would not be

11 limited to the Baton Rouge/Mississippi

12 River corridor.  It would be far west of

13 that, across the Atchafalaya.  And I want

14 to know if that was studied sufficiently.

15 MR. POWELL:  

16 Commissioner Field, this is Doug

17 Powell.  We've -- you know, with the

18 ISTEP, there was a particular study that

19 was done to look at bringing 230 or doing

20 upgrades from that area that you're

21 talking about from the Teche down toward

22 the Terrebonne area.  And the -- one of

23 the things that -- in the ISTEP studies

24 and in the studies that Entergy did after

25 that did not show any economics on doing
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 1 something of that sort.  We continued to

 2 discuss with Cleco, you know, as we get

 3 the Acadiana projects completed and

 4 stopped, to look at what we could do to --

 5 from that area, because they have some

 6 interest and we have some interest.  But

 7 it's just been in a study stage.  Nothing

 8 has moved past that.

 9 VICE-PRESIDENT FIELD:  

10 Well, I sure would like to see

11 it move forward, because once we finish

12 Acadiana Load Pocket transmission, it

13 seems like to me it would be right.  It

14 would help New Orleans and help Entergy

15 serve New Orleans.  Given the next

16 hurricane, we don't know what path it's

17 going to take, but that would give you a

18 lot of generation access to the west.  

19 And we also need to look at

20 reliability, Doug.  You said it didn't --

21 right now, it doesn't make economic sense,

22 but you need to look at the reliability

23 issue, too, simply for New Orleans.  

24 And my next question would be --

25 as Mr. Hurstell pointed out, sometimes is
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 1 Michoud is the most economical unit to run

 2 even though it probably should have been

 3 retired if it was a market-based system,

 4 but it's not.  So my question is:  Well,

 5 what about some transmission from some of

 6 the merchant power generation that exists

 7 in Louisiana?  I know, for instance,

 8 Calpine has a unit at Bogalusa that's been

 9 half-complete for five years, probably.

10 And, you know, we need to look before we

11 just say we've got to build another unit.

12 It seems like to me, we ought to look --

13 and I thought that was one of the things

14 the E-RSC would do, is to have the

15 enhanced ICT look at all variables and see

16 whether a transmission might solve some of

17 these problems instead of just continuing

18 to build generation.  I'm not prejudging.

19 Maybe that's -- maybe generation is the

20 answer.  But I just want to make sure all

21 those things are explored.  And this loop

22 to the west, I'd like to have Cleco

23 comment on that in January.  Maybe y'all

24 can have some meetings before then to see

25 what that would open up in the way of
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 1 giving New Orleans some more protection

 2 from future hurricanes.

 3 MR. POWELL:  

 4 And one of the other projects

 5 that, you know, we have going in this

 6 area, as well, too, is --

 7 VICE-PRESIDENT FIELD:  

 8 Can you speak up just a little

 9 bit, Doug?  I'm having a little trouble

10 hearing on my phone. 

11 MR. POWELL:  

12 Yes, sir.  

13 One of the things that we are --

14 we've looked at and got a project with a

15 big retail load that was going in in that

16 area is we're putting another 500 kV

17 substation on the west bank of the river,

18 and that will strengthen up the lines

19 going down the corridor, giving more

20 strength, you know, from that corridor

21 that George talked about.  So that's --

22 that's another project that gives us

23 better sources into that area, as well, in

24 support of that area.

25 VICE-PRESIDENT FIELD:  
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 1 Well, that's good.  That sounds

 2 positive.  Well, I think we just -- as

 3 commissioners, we're just looking for a

 4 full exploration of different

 5 alternatives, which ones are most

 6 economical, what would it do for the whole

 7 area, and so that's why I asked those

 8 particular questions and -- about the loop

 9 to the west.  

10 MS. SCHMIDT:  

11 I have another question.

12 VICE-PRESIDENT FIELD:  

13 Okay.  That's all the questions

14 I have, President Anderson.

15 PRESIDENT ANDERSON:  

16 Well, those are pretty good

17 questions, Commissioner Field.

18 MS. SCHMIDT:  

19 I have another question.

20 VICE-PRESIDENT FIELD:  

21 I think so.

22 MS. SCHMIDT:  

23 It's not about that.  You

24 mentioned that you did not include

25 societal benefits for this particular
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 1 study in 2007, yet today Entergy came out

 2 with a sponsored report titled, "Building

 3 a Resilient Energy Gulf Coast," and it was

 4 done, and it's identified about

 5 $350 billion in societal benefits for

 6 looking at the potential of what's going

 7 to -- actually, I should just read from it

 8 as opposed to summarizing it.  Of course,

 9 I just lost it.  

10 But it basically looked at the

11 investment that's going to be needed for

12 the future, given the climate expectations

13 over the climate impact, and not in terms

14 of carbon climate impact, but, rather, the

15 climate of weather.  And the study looked

16 at and it's identified a number of

17 investment requirements, about 120 billion

18 in investment, but identified about

19 $200 billion in savings.  

20 Is there any effort underway to

21 rethink this study or redo this study and

22 include some of the societal benefits,

23 given some of the additional work that's

24 being done?

25 MR. BARTLETT:  
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 1 Not to my knowledge.  Again, let

 2 me just say quickly, if you're going to --

 3 if you're going to attribute societal

 4 benefits, let's say, to an underground

 5 cable, you sort of have to make sure the

 6 underground cable will work and the lights

 7 will stay on.  Because if you put it in

 8 and the lights still go off, you know, you

 9 get zero benefits.  

10 MS. SCHMIDT:  

11 I don't think this looked at

12 just -- this study, I don't think, looked

13 at underground versus overhead.  This is

14 just this total coastal impact going

15 forward.

16 MS. DESPEAUX:  

17 And I just wanted to report that

18 Michael is actually at the conference, and

19 he will be here tomorrow.  So maybe we

20 could hold those questions until tomorrow,

21 because I don't know the answer to the

22 question, but Michael will have much more

23 information and insight.

24 PRESIDENT ANDERSON:  

25 Any other questions for
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 1 Mr. Bartlett?  

 2 (No response.)

 3 MR. BARTLETT:  

 4 Thank you.

 5 PRESIDENT ANDERSON:  

 6 Thank you.

 7 Kim, the question, to refresh

 8 everyone's recollection, is the

 9 estimated -- when Entergy believes they'll

10 be prepared to make a filing implementing

11 the MOU and the -- with Attachment X at

12 FERC.

13 MS. DESPEAUX:  

14 What we were proposing to do is

15 provide the draft transmittal letter to

16 the working group this Friday, and then,

17 you know, as soon as they're comfortable

18 with it, but we were hoping to get it

19 filed by Wednesday.

20 PRESIDENT ANDERSON:  

21 Okay.  Good.

22 Any questions?

23 (No response.)

24 All right.  Are you all prepared

25 to give a -- 
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 1 MS. DESPEAUX:  

 2 Yep.

 3 PRESIDENT ANDERSON:  

 4 -- report about the status of

 5 operating company allocations and cost

 6 benefits?

 7 MS. DESPEAUX:  

 8 Yep.  

 9 MS. RAINER:  

10 This is Sally Rainer with

11 Entergy.  Just to give y'all a brief

12 update on the OpCo allocation.  As y'all

13 know, we were required by the FERC study

14 of Entergy joining the SPP to develop an

15 analysis that would demonstrate what the

16 OpCo's allocation of those benefits would

17 be from that study.  We have -- we're

18 currently working on that and have plans

19 to complete it and circulate it to the

20 E-RSC and the stakeholders by

21 November 1st.  We had produced a process

22 or a methodology to do that calculation,

23 shared that with the working group at the

24 September 1st meeting.  We've had a number

25 of discussions with the working group
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 1 since then and have been asked by the

 2 working group just this past Monday to

 3 develop a second methodology to do that

 4 OpCo allocation.  We are working on that,

 5 as well.  We don't expect that we will be

 6 able to have that finished by

 7 November 1st, but do expect that, at least

 8 by December 1st, we would have that second

 9 methodology completed.  So we'll have an

10 evaluation done basically under two

11 different scenarios to show what those

12 OpCo allocations are.

13 SECRETARY SUSKIE:  

14 I've got a question.  So with

15 the benefits or the costs that would

16 offset those benefits still up in the air,

17 a couple of questions:  Is there going to

18 be an attempt to look at the three options

19 for the cost, how those would be

20 allocated, as well?  

21 MS. RAINER:  

22 The three options, meaning the

23 transmission costs, three options?

24 SECRETARY SUSKIE:  

25 Yes, the transmission costs.
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 1 MS. RAINER:  

 2 We will be looking at the OpCo

 3 allocation under those three different

 4 studies.

 5 SECRETARY SUSKIE:  

 6 And will it apply SPP's cost

 7 allocation or some other cost allocation?

 8 MS. RAINER:  

 9 It would be what's in the CRA

10 studies, those three different study

11 methodologies.

12 SECRETARY SUSKIE:  

13 Yeah, but, how those costs are

14 allocated.  What are you going to use,

15 since, in reality, we don't even know

16 what's going to be there?

17 MS. RAINER:  

18 The transmission cost, yeah.

19 That's my understanding.  My -- they would

20 go on the same allocation methodology.

21 Just a different quantity would be

22 allocated.

23 SECRETARY SUSKIE:  

24 When you say, "the same

25 allocation," whose same allocation
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 1 methodology?

 2 MS. RAINER:  

 3 I'm not sure I understand what

 4 he's saying.

 5 SECRETARY SUSKIE:  

 6 So, for instance, say there's --

 7 MS. RAINER:  

 8 It would be allocated like it

 9 would be under the SPP.

10 SECRETARY SUSKIE:  

11 SPP tariff.  Okay.  That was my

12 question.

13 PRESIDENT ANDERSON:  

14 And when do you -- when do you

15 expect those?

16 MS. RAINER:  

17 The first one, the methodology

18 that we had originally proposed, we will

19 have that November 1st.  The methodology

20 that we were just asked to put together by

21 the working group on Monday, we would have

22 that by December 1st.

23 SECRETARY SUSKIE:  

24 And then one question I have

25 is -- and it kind of goes to the trigger;
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 1 it sounds like we're playing a game of

 2 chicken and the egg -- is SPP, my

 3 understanding from the presentation in

 4 front of the Arkansas Commission, before

 5 they want to get serious and talk about

 6 what they -- or members would propose

 7 would be the costs Entergy would bear of

 8 transmission, you'd have to express some

 9 type of interest in joining SPP.  And so

10 we don't even know what the true cost

11 benefits would be if we don't know what

12 the costs would be, and we don't know what

13 the costs would be unless there's some

14 type of -- some level of interest proposed

15 by Entergy.

16 MS. DESPEAUX:  

17 Yes, Chairman.  And I would

18 think we would want to look at all the

19 addendum studies and then, at that point

20 in time, decide whether or not to pursue a

21 letter -- I think it's a letter of

22 intent --

23 SECRETARY SUSKIE:  

24 Yes.

25 MS. DESPEAUX:  
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 1 -- with both MISO -- I think

 2 that's what's required to kind of go

 3 further with both SPP and MISO.

 4 SECRETARY SUSKIE:  

 5 Yeah.  And in the presentations

 6 before the Arkansas Commission, it's my

 7 recollection is both MISO needed some type

 8 of commitment, as well as SPP.

 9 MS. DESPEAUX:  

10 Yes, I believe that's right.

11 That's our understanding.

12 SECRETARY SUSKIE:  

13 Because it's almost like once we

14 get to this cost -- dividing the costs

15 among the operating companies, if we want

16 to get a true understanding of what those

17 are, it's like -- 

18 MS. DESPEAUX:  

19 We need to --

20 SECRETARY SUSKIE:  

21 -- if Entergy doesn't say, yes,

22 I'm interested, we'll never get to that

23 answer.

24 MS. DESPEAUX:  

25 Now, it was my understanding --
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 1 and I don't know this is accurate, but

 2 there is also -- there could potentially

 3 be costs associated with signing the

 4 nonbinding, and maybe there's not.

 5 SECRETARY SUSKIE:  

 6 I don't know.  I don't know.

 7 MS. DESPEAUX:  

 8 But I think we understand that

 9 once we get the studies, we need to -- in

10 order to go further, you have to enter

11 into these arrangements.

12 SECRETARY SUSKIE:  

13 Yeah.  Okay.  And I'm just kind

14 of wondering how do we really get down to

15 what the costs would be under the studies

16 if there's no trigger to determine what

17 costs would be allocated to Entergy.

18 MS. DESPEAUX:  

19 I agree with that.

20 PRESIDENT ANDERSON:  

21 One of the -- and this will, I

22 guess, relate -- almost more appropriate

23 for tomorrow -- when you present -- and we

24 can discuss the CODA proposal.  But, you

25 know, it seems to me that both the
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 1 Committee as a whole would need to begin

 2 to focus on next year, as well as the

 3 individual jurisdictions, is what to do

 4 with the system agreement.  And I think

 5 part and parcel to that or integrally

 6 related to that is a question of an RTO,

 7 because it's hard to evaluate the CODA --

 8 MS. DESPEAUX:  

 9 I agree.

10 PRESIDENT ANDERSON:  

11 -- unless you've got something

12 to compare it with or to or against.

13 MS. DESPEAUX:  

14 I agree with that.

15 PRESIDENT ANDERSON:  

16 So I think probably all --

17 SECRETARY SUSKIE:  

18 You sound to me like you've

19 helped written or read the Arkansas

20 Commission order.  You compare them all

21 together at the same time before you make

22 a decision.

23 PRESIDENT ANDERSON:  

24 I think you have to.  I think

25 each jurisdiction -- you know, and this is
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 1 one of those issues that I think we'll all

 2 have a little better understanding once we

 3 get the allocation under the CODA, under

 4 the current system agreement, but there's

 5 a number of permutations and alternatives.

 6 And, ultimately, you know, a decision at

 7 the Committee level is, is there enough

 8 agreement among the individual -- the

 9 individual retail regulators to authorize

10 the committee itself to make a

11 recommendation about moving the system as

12 a whole.  Because one -- one option that

13 is on the table, for better or for worse,

14 is breaking up the system and individual

15 operating companies going in different

16 directions.  I don't know if that's the

17 most efficient for either the ratepayers

18 or the other stakeholders in each of the

19 operating companies, but it's certainly on

20 the table.  And this committee is, I

21 think, well-situated to be a forum for,

22 you know, considering it all,

23 understanding that we each -- in each

24 jurisdiction, we're going to ultimately or

25 probably end up being a contested case,
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 1 which imposes limitations of its own on

 2 the process.

 3 SECRETARY SUSKIE:  

 4 You know, clearly, as the

 5 Arkansas Commission said in the order,

 6 this is probably a huge decision that will

 7 need to be made, at least for EAI and its

 8 ratepayers, the next 30-plus years.  And,

 9 obviously, you can read from our orders,

10 the Arkansas Commission is very concerned

11 about what's happened to us in the past

12 and where we go forward.

13 PRESIDENT ANDERSON:  

14 You know, it's hard to -- and

15 the problem is, we don't have good hard

16 numbers yet to evaluate the real costs, as

17 well as the real benefits.  But it's

18 hard -- and, admittedly, I bring a bias as

19 an entity where the vast majority of our

20 load is in an ISO.  But it's hard to

21 overlook -- and I would recommend that all

22 of my colleagues on the committee, as well

23 as their colleagues on their respective

24 retailers to keep in mind what I'll call

25 the non-hard or the soft numbers or the
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 1 soft benefits, which are very, very real

 2 that come from an RTO, eliminating a lot

 3 of the issues that plague the current --

 4 current system.  

 5 It may be harder to put an

 6 actual dollar of benefit or dollar of

 7 costs on them, but, you know, that goes

 8 from eliminating the QF or substantially

 9 mitigating the QF problem to enhanced --

10 enhanced transparency, and some of those

11 issues were addressed in the FERC study,

12 and they -- and in that, it said there are

13 a lot of benefits that are hard to put a

14 number on that are very, very real.  So

15 that's -- those are -- those are issues

16 that I think will need to be considered by

17 each of the retail regulators.

18 SECRETARY SUSKIE:  

19 A lot of important decisions

20 over the next coming months.

21 PRESIDENT ANDERSON:  

22 I'm going to ask the pleasure of

23 my colleagues and also ask --

24 MR. McCULLA:  

25 Excuse me.
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 1 PRESIDENT ANDERSON:  

 2 Oh, I'm sorry.

 3 MR. McCULLA:  

 4 We have the addendum studies,

 5 also.

 6 PRESIDENT ANDERSON:  

 7 Oh, I'm sorry.  Yes, go ahead.

 8 MR. McCULLA:  

 9 It's brief, as well.

10 PRESIDENT ANDERSON:  

11 No, go ahead.  I'm sorry.

12 MR. McCULLA:  

13 Okay.  

14 PRESIDENT ANDERSON:  

15 I wasn't meaning to cut you off.  

16 MR. McCULLA:  

17 I knew it was on the same line

18 there.  

19 Mark McCulla with Entergy.  Just

20 to update you on where we are with that,

21 CRA began running some of those.  They

22 produced results on six of the cases so

23 far.  Two of those involve MISO, some with

24 just Entergy Arkansas and some with the

25 whole system.  We had a stakeholder call
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 1 this week to review those results.  The

 2 CRA led that call and went over the

 3 results.  There was a problem with the way

 4 they modeled.  It wasn't in the SPP runs

 5 necessarily, but it does involve the MISO

 6 runs.  So they're going to have to rerun

 7 those.  It was the way they were assuming

 8 the tie lines were working between Entergy

 9 and MISO.  So the current results that

10 they have out there aren't going to really

11 help us to see the final picture on that.

12 So they're going to have to run those

13 again.

14 We're going to proceed forward

15 with running some of the other

16 sensitivities that we had proposed on

17 addendum studies.  All of those six were

18 on the 2013 case, so we'll proceed on some

19 other sensitivities with the 2013, as

20 well, while we work with CRA and MISO to

21 understand how can we -- what changes can

22 we make to the MISO runs to reflect that

23 more accurately.

24 We had proposed a target date to

25 be complete with all of these addendum
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 1 studies by December 15th, to have all the

 2 studies done and the report finalized by

 3 CRA.  Because of some of the more detail,

 4 we're trying to balance whether we need --

 5 how much more detail we need for the MISO

 6 run, based on the assumptions that were

 7 made in the SPP studies, whether we need

 8 that much detail or not.  So we're working

 9 through that issue.  If we feel like

10 there's more load representation and some

11 other things that are needed in those

12 studies, it could extend beyond the

13 December -- mid-December time frame.  

14 So we're trying to work with

15 MISO and CRA to understand how much of

16 that is necessary.  We don't think it

17 would delay much further than December,

18 but we're probably looking at the

19 January/February time frame should we --

20 should that much more detail be necessary

21 by CRA to model.  So that's kind of where

22 we are.

23 What we're going to do is

24 continue to have -- as the results come

25 out, and we expect some more results to
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 1 come out over the next two or three weeks,

 2 we'll have another stakeholder call to

 3 review those, as well as go over the

 4 assumptions, if any assumptions will

 5 change on those MISO studies, so...

 6 PRESIDENT ANDERSON:  

 7 Just out of curiosity, with

 8 respect to the MISO, did they

 9 underestimate the capacity of the lines or

10 over, or what was the --

11 MR. McCULLA:  

12 Well, the complication is the

13 tie line that's tied between Entergy and

14 MISO is a three-party arrangement, so it

15 wasn't being reflected as removing the

16 hurdle rates between Entergy and MISO, so

17 it kind of defeated the purpose of what

18 they were trying to run.  So that was the

19 issue with regard to that tie line.

20 I'm sorry?  Yes.  

21 So it would have -- because that

22 hurdle -- that false hurdle rate would

23 have remained, so when they run the change

24 case to remove the hurdles between Entergy

25 and MISO, because that hurdle was still
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 1 there, it would have limited the amount of

 2 economic transactions that would have

 3 occurred between those two areas, so it

 4 would have underestimated the benefits in

 5 that case.

 6 The load issue is, when they ran

 7 the SPP case, the MISO representation was

 8 fixed based on the 2013 load levels.  And

 9 they kept that fixed for all four years

10 that CRA ran those models, so that the

11 real evaluation there is, is it necessary

12 beyond the 2013 time frame to go in and

13 really do a more detailed modeling of the

14 MISO loads, as well as some of their

15 transmission upgrades that they're

16 performing and have in their plans, so...

17 MR. LOUDENSLAGER:  

18 Yeah.  They -- my understanding

19 is, is that they -- in the SPP study, all

20 the non-SPP Entergy regions were treated

21 basically the same.  So it was kind of a

22 frozen load situation.  And so with the

23 change in the focus on MISO instead of

24 SPP, my instincts, just based on the

25 conversations that I've heard over the
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 1 last month, is that they really are going

 2 to have to do some updates to a database

 3 and rerun it, just to get more of an

 4 apples to apples comparison of the results

 5 for you folks.

 6 And I indicated on a call this

 7 week that I felt certain that that was

 8 more than likely going to have to happen.

 9 And if it were needed that -- from

10 Arkansas's perspective anyway, given the

11 outstanding order by the Commission --

12 that Entergy would need to come in and ask

13 for the okay to miss the deadline and file

14 the study, you know, a month or two,

15 whatever it takes to get the database

16 right.  So I've sent that message over,

17 too, so...

18 SECRETARY SUSKIE:  

19 Yeah.  I'd courage you to do

20 that, because I think also in January --

21 early/mid-January, we're asking for a

22 technical conference on the results of the

23 study, so that's going to alter that.  We

24 want to get all the most up-to-date and

25 final analysis.  So I encourage y'all to
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 1 notify the Commission so we can look at

 2 our --

 3 MS. DESPEAUX:  

 4 We will take care of that very

 5 soon.

 6 SECRETARY SUSKIE:  

 7 Thanks.  

 8 PRESIDENT ANDERSON:  

 9 Any other questions?  

10 (No response.)

11 Let me ask -- next on the agenda

12 are reports from the E-RSC working group

13 and the SPC.  It's now 4:32.  The question

14 is whether it's better to deal with it

15 fresh, with both tomorrow, or start one

16 or...

17 MR. LOUDENSLAGER:  

18 I don't think -- I don't think

19 my -- I don't think my report is going to

20 require freshness or not.  But I do think

21 what Jennifer is going to have to say

22 would probably be helpful if y'all were

23 looking at it with fresh eyes.

24 PRESIDENT ANDERSON:  

25 Okay.  Well, I think I've
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 1 already had one colleague express an

 2 opinion, so I'm going to make an executive

 3 decision, unless another colleague

 4 objects, that we go ahead and recess this

 5 meeting until 9:00 a.m. in the morning.

 6 (Whereupon, the meeting was adjourned for 

 7 the day and continued on October 21, 

 8 2010.) 

 9 PRESIDENT ANDERSON:  

10 Let me call this meeting of the

11 E-RSC to order.  It's 9:05.  Are there any

12 stakeholders -- new stakeholders in the

13 room that need to be identified for the

14 court reporter?

15 (No response.)

16 If not, we have Commissioner

17 Fields on line.  And, Brandon, are you on

18 line?

19 CHAIRMAN PRESLEY:  

20 Yes, I'm on line.  Can you hear

21 me?

22 PRESIDENT ANDERSON:  

23 Yes.  Well, we have a quorum,

24 then, so let's continue.

25 CHAIRMAN PRESLEY:  
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 1 Jimmy, this is Brandon.  Can you

 2 hear me?

 3 VICE-PRESIDENT FIELD:  

 4 Yes, I can hear you, Brandon.

 5 CHAIRMAN PRESLEY:  

 6 Okay.

 7 PRESIDENT ANDERSON:  

 8 Before we continue, I want to --

 9 I want to welcome my colleagues from the

10 Texas Commission and introduce --

11 introduce Chairman Barry Smitherman.

12 CHAIRMAN SMITHERMAN:  

13 Thank you very much, and welcome

14 to Austin, those of you who don't

15 routinely get here.  We really appreciate

16 you being here.  Let me call this meeting

17 of the Public Utility Commission of Texas

18 to order to consider matters that have

19 been duly posted with the Texas Secretary

20 of State for October 21, 2010.  

21 And I really want to commend you

22 all, Commissioner Anderson and Suskie and

23 your colleagues.  This was a -- when this

24 thing got started, I guess a little over a

25 year ago, you all had great plans and



   193

 1 ambitions and an aggressive timetable, and

 2 based upon your actions yesterday, you've

 3 really risen to the occasion and delivered

 4 on a number of incredibly important

 5 initiatives.  I think your actions

 6 yesterday were really historic in their

 7 nature, and working with Entergy toward a

 8 205 directive filing and moving

 9 collaboratively to get more transmission

10 built in the Entergy service territory is,

11 I think, an incredible accomplishment.

12 You all should be proud of yourself up to

13 this point.

14 PRESIDENT ANDERSON:  

15 I appreciate that.  Thank you.

16 CHAIRMAN SMITHERMAN:  

17 Thank you for letting

18 Commissioner Nelson and I join in today.

19 PRESIDENT ANDERSON:  

20 Welcome.  All right.  I think

21 today's business -- by my review of the

22 agenda, we've got four items to go over.

23 We've got the Entergy report on an

24 expedited study process for economic

25 projects.  We have a report from SPP on
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 1 the ISTEP, I believe.  We'll have a report

 2 from the working group and the ICT SPC.  I

 3 think Jennifer Vosburg is giving that.

 4 We've got an update on the RMR study, the

 5 Minimization of Bulk Power Cost Study, and

 6 then -- and then, finally, there will be a

 7 presentation from Entergy regarding the

 8 CODA that they've proposed.  

 9 Is there anything else that I'm

10 missing?

11 MR. BRIGHT:  

12 I believe that's it.

13 PRESIDENT ANDERSON:  

14 All right.  Why don't we start,

15 then, with the Entergy report on an

16 expedited study process for economic

17 projects?

18 MR. KELLOUGH:  

19 Commissioner Anderson, we might

20 want to let the ICT provide their comments

21 to the ISTEP and overview of the ISTEP,

22 and then I'll follow up with my report.

23 PRESIDENT ANDERSON:  

24 Okay.  That works for me.  That

25 works for me.  
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 1 Antoine, I believe you're giving

 2 that report.

 3 MR. LUCAS:  

 4 Okay.  So the ISTEP is the ICT's

 5 strategic transmission expansion plan.  I

 6 wasn't at the meeting when there were a

 7 lot of questions raised about this

 8 process, so I was asked to give this

 9 presentation, so I'll kind of rely on you

10 guys to just step up and ask any questions

11 if this is not really addressing the

12 issues that were brought up at the

13 previous meeting.

14 I just want to start out with a

15 little bit of background, pointing out the

16 specific tariff language from which the

17 ISTEP is based.  I know from sitting in

18 the back, it's tough to read, so I'll

19 just -- I'll just read it word for word.

20 I've learned you don't try and summarize

21 tariff language.  

22 So 14.5.3, "The ICT will prior

23 to a calendar year identify for a total of

24 5 economic studies, other than

25 interregional studies, that are the
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 1 highest priority studies."

 2 14.5.3.1, "The ICT shall seek

 3 input from the transmission provider and

 4 stakeholders before identifying the

 5 highest priority studies."  

 6 And 14.5.3.2, "The costs of the

 7 highest priority studies shall not be

 8 directly assigned to the customers

 9 requesting the studies."

10 Okay.  So at a very, very high

11 level, the ISTEP is basically a study that

12 just promotes transmission -- transmission

13 expansion based on -- just based purely on

14 economics.  And as Don Shipley stated

15 yesterday, you know, SPP -- we really try

16 and make it clear in our belief that, you

17 know, reliability and economics are

18 inseparable, but what we mean by this --

19 by this being based on economic benefits

20 is that the study really isn't based on

21 whether or not network customer is being

22 compliant with NERC standards, so, you

23 know, operating guides or mitigation plans

24 for transmission contingencies and things

25 of that nature aren't -- aren't included



   197

 1 in the studies.  It's focused on extra

 2 high-voltage transmission expansion.  So,

 3 in other words, it's really based on

 4 long-term solutions to transmission issues

 5 rather than short-term solutions.  But

 6 short-term solutions also can be

 7 considered in this process.

 8 Again, as the tariff language

 9 stated, the ISTEP is not used for cost

10 allocation, and, also, the network

11 customer, Entergy, is not obligated to

12 construct the projects that -- that are

13 studied and determined, you know, feasible

14 from the process.

15 Next slide, please.

16 Okay.  So after I just said that

17 this is really an economic-based study,

18 you look at the objective here, and it

19 looks like it's all reliability, and,

20 again, that's part of that really tight

21 relationship, but -- so the ISTEP

22 objective is just to improve load-serving

23 capabilities.  Five projects that can

24 improve transfer capability, improve

25 deliverability into load pockets or load
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 1 centers, and, also, to relieve

 2 constraining flowgates on the system.

 3 Okay.  So the selection process,

 4 you know, how do you -- how do we come to

 5 determine which projects we want to go

 6 into this detailed analysis to study?  And

 7 it's pretty basic.  The first thing is,

 8 the ICT goes out and it, you know, does a

 9 review, a research of TLRs that were

10 issued in the previous year, and you

11 select the top ten most frequent TLR

12 flowgates and create a list there.  The

13 next step is, we scan the most

14 constraining or most limiting flowgates

15 from the AFC process.  We take those and

16 add those into the bucket.  Next,

17 stakeholders can actually propose projects

18 that are outside of those first two

19 bullets, and then all of those projects

20 are put in the bucket, and then

21 stakeholders will basically rank those

22 projects.  And I think -- I think the

23 ranking is -- is really cut down to ten

24 projects, ranked 1 through 10.  And then

25 the final step, the ICT chooses five of
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 1 those ten to go into the detailed analysis

 2 of.

 3 Okay.  So the ISTEP study

 4 process, there is basically two aspects of

 5 it.  There is the transmission or power

 6 flow analysis, the transfer analysis that

 7 we mentioned before, and the contingency

 8 analysis based on the, you know, N minus 1

 9 criteria for planning.  And then the next

10 step is the economic analysis.  So it's --

11 the way we really think of it, the first

12 step really identifies limiting --

13 limiting transmission facilities, and

14 that's really what you're looking to

15 update or upgrade and determine what your

16 costs are going to be, and then you do the

17 economic analysis, which is really going

18 to show you what the benefit is of

19 actually making those upgrades.  

20 And from that economic analysis,

21 the output is production cost analysis. 

22 So, basically, the production cost that

23 you're going to get, the production

24 benefit, you're going to get L and Ps, and

25 you're going to get congestion costs.
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 1 Congestion costs are really the key output

 2 from the study.  The congestion costs are

 3 basically going to show what are the

 4 hidden costs of this limiting flowgate.

 5 What flowgates are causing you to run

 6 generators out of economic merit order,

 7 and what is the value of that cost?  So

 8 that's essentially what the congestion

 9 cost is going to give you.  And the whole

10 point of those transmission upgrades is

11 going to be to relieve that bottleneck so

12 that you can operate generators in a more

13 economic merit order and produce benefits

14 to ratepayers.

15 MR. LOUDENSLAGER:  

16 Can I ask a question?

17 MR. LUCAS:  

18 Yes.

19 MR. LOUDENSLAGER:  

20 Sam Loudenslager.  What kind of

21 tool are y'all using for -- on the

22 economic analysis?  Are you using Promod,

23 or are you using --

24 MR. LUCAS:  

25 It's a similar -- a similar tool
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 1 called Gridview.

 2 MR. LOUDENSLAGER:  

 3 That's the one that Entergy

 4 typically uses, right?  I mean, --

 5 MR. LUCAS:  

 6 I think Entergy typically uses

 7 Promod.  

 8 MR. LOUDENSLAGER:  

 9 Promod?

10 MR. KELLOUGH:  

11 We actually have both.  Probably

12 a lot of the folks within this room are

13 probably more so used to seeing Entergy 

14 produce Promod results versus Gridview

15 results, but we do have both.

16 MR. LOUDENSLAGER:  

17 Okay.

18 MR. LUCAS:  

19 Okay.

20 MR. LOUDENSLAGER:  

21 And how does -- how do you --

22 how is congestion cost -- how is that

23 calculated?

24 MR. LUCAS:  

25 Well, it's -- again, as I
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 1 mentioned before, it's just based on the

 2 hidden cost of operating generators out of

 3 merit order.  So let's assume you're

 4 running your generators economically, and

 5 you see that cheapest unit moving on up to

 6 the more higher cost units.  Well, you

 7 know, once you hit a constraint that

 8 causes you -- that no longer allows you to

 9 run your cheapest unit up to its full

10 capacity, you may have to run at least one

11 or more than one more expensive resources

12 in order to provide counterflow against

13 that congestion that you're seeing along

14 the constrained flowgate.  So the point

15 here is just to try and eliminate that

16 bottleneck, basically increase the

17 capacity across those constrained

18 facilities so you can continue to run your

19 cheap generation without having to get out

20 of that order.

21 MR. LOUDENSLAGER:  

22 So then it basically calculates

23 a difference in whatever the non-optimal

24 run is compared to the optimal or the

25 minimum?
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 1 MR. LUCAS:  

 2 Yeah.  It's called a -- just

 3 called a shadow price, basically

 4 determining, --

 5 MR. LOUDENSLAGER:  

 6 Right, right.

 7 MR. LUCAS:  

 8 -- you know, what would my

 9 cost -- what would my cost be if but for

10 this constraint, basically, is all it is.

11 MR. LOUDENSLAGER:  

12 Thank you.

13 MR. LUCAS:  

14 And I understand this is the

15 point where there are a lot of questions

16 at the last -- at the last meeting, so if

17 there are any other questions on this one,

18 just let me know, and we can just try and

19 work through them.

20 (No response.)

21 Okay.  Assuming there are none.

22 Okay.  So the ISTEP results.

23 Once -- once the project -- once the

24 project selection is done and those five

25 projects are studied, the ICT develops a
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 1 report that's posted, and this report just

 2 gives an assessment of the results.  Once

 3 this report comes out, Entergy and

 4 interested stakeholders can actually take

 5 that -- take that report, basically make

 6 it their own.  There will be some

 7 assumption, as -- as we all know, there

 8 will be some assumptions that everyone in

 9 the room doesn't agree with.  So, you

10 know, they'll have that opportunity to go

11 in and tweak assumptions or, you know, use

12 a different -- a different logic in their

13 analysis to try and determine specifically

14 how will any of these projects benefit

15 them and their own interest.  And then the

16 ICT will work, you know, with Entergy,

17 with stakeholders to try and get the

18 process moving forward for any of the

19 projects that stakeholders may decide that

20 they want to move forward with and

21 actually construct.  And, basically, that

22 process is, you know, trying to get a more

23 precise cost estimate of what the projects

24 are actually going to cost and, also, the

25 time frame that it will take to get
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 1 those -- to actually get those upgrades

 2 constructed.

 3 MR. LOUDENSLAGER:  

 4 Sam Loudenslager again.  How

 5 many years ago that -- doing the five

 6 economic studies this way?  Has it been

 7 the last two or three?

 8 MR. LUCAS:  

 9 This will be my first year in

10 it, but I would say three already.  I

11 think there's three.

12 MR. LOUDENSLAGER:  

13 Yes.  It's out of 8, 9.  You're

14 right.  Out of the quarter 8, 9.

15 MR. LUCAS:  

16 Okay.

17 MR. LOUDENSLAGER:  

18 And have any projects actually

19 been constructed as a result of this

20 process?

21 MR. LUCAS:  

22 I'm not aware of that one.  I'm

23 not aware of that.

24 PRESIDENT ANDERSON:  

25 I think Jimmy has a question.
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 1 Or Brandon.  Hello?

 2 CHAIRMAN PRESLEY:  

 3 Hello?  

 4 VICE-PRESIDENT FIELD:  

 5 President Anderson?  

 6 PRESIDENT ANDERSON:  

 7 Yes.

 8 CHAIRMAN PRESLEY:  

 9 Jimmy, I can hear you fine.

10 VICE-PRESIDENT FIELD:  

11 I can hear you fine, but it's

12 hard to hear them, isn't it?

13 PRESIDENT ANDERSON:  

14 Do you have a question?

15 VICE-PRESIDENT FIELD:  

16 Commissioner Anderson?

17 PRESIDENT ANDERSON:  

18 Yes, sir.  Yes, sir.

19 VICE-PRESIDENT FIELD:  

20 I'm sorry.  I was having a

21 little trouble hearing.  I got cut off.

22 But I didn't know if Mr. Lucas was still

23 making his presentation.  I just had a

24 couple questions for him.

25 PRESIDENT ANDERSON:  
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 1 Yes, yes.  He is making his

 2 presentation, so your questions are

 3 timely.  Hello, Jimmy?

 4 CHAIRMAN PRESLEY:  

 5 Ken, this is Brandon.  I can

 6 hear y'all fine now.

 7 PRESIDENT ANDERSON:  

 8 Is Jimmy on the line?

 9 CHAIRMAN PRESLEY:  

10 I think so.

11 PRESIDENT ANDERSON:  

12 Well, while we're waiting for

13 Commissioner Fields to come back on, and

14 if you can hear me, you can interrupt me

15 at any time.  I have a question kind of

16 related.  Maybe I can frame it this way.

17 CHAIRMAN PRESLEY:  

18 Okay.

19 PRESIDENT ANDERSON:  

20 Do the recommended projects that

21 come out of your process, do they make it

22 onto the base plan, the ICT base plan?

23 Has that ever happened, at least the last

24 two years?

25 MR. LUCAS:  
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 1 I don't think so.  I see Charles

 2 shaking his head no.

 3 PRESIDENT ANDERSON:  

 4 Okay.  Then how many have gotten

 5 from -- then, therefore, none of them --

 6 if they didn't even make the ICT base

 7 plan, then they never made it on -- they

 8 never make it onto the Entergy

 9 construction plan; is that a fair question

10 or statement?  If it's wrong, I'd like to

11 know.

12 MR. POWELL:  

13 Yeah.  This is Doug Powell with

14 Entergy.  The ISTEP plans are looked at

15 each year, and since the analysis has gone

16 through the process, the Acadiana project

17 was one of the projects that was

18 identified in the first ISTEP plan.  There

19 was a modification to that, which pulled

20 out a line across the Atchafalaya Basin.

21 But the Acadiana was a project that made

22 it to the construction plan that was

23 looked at and showed benefits in one of

24 the ISTEP -- the very first ISTEP

25 analysis.
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 1 PRESIDENT ANDERSON:  

 2 So the answer then is, 1 out of

 3 10 or 15?

 4 MR. POWELL:  

 5 It's the one that showed --

 6 because, of the five plans, you know, not

 7 every one of them shows a cost benefit

 8 that would -- would tend to move the

 9 project forward into the next study phase.

10 And so the Acadiana project was one that

11 we worked with Cleco in Lafayette and

12 those areas, and it did show some

13 economics, and it was part of the

14 analysis.  Now, they did do an alternate

15 study of that particular ISTEP grouping

16 and pulled the Acadiana project out, but

17 we were moving forward with that project.

18 And this year ISTEP and this -- we'll talk

19 about -- we have one of the projects in

20 theirs already in the plan, as well, and

21 that's the one in the McAdams area,

22 Mississippi.

23 PRESIDENT ANDERSON:  

24 So there's two out of -- let me

25 ask this question:  Out of the -- and
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 1 maybe this will need to be reported at the

 2 next meeting.  But out of the two or three

 3 reports that have been done which would

 4 have looked at, I guess, between 10 and 15

 5 projects, how many were determined to be,

 6 at least from the ICT's perspective, as

 7 net benefit -- or net beneficial and,

 8 therefore, warranted?  Do you recall, or

 9 is that --

10 MR. LUCAS:  

11 I don't, but I could take a

12 look.  I have last year's report back

13 there in my --

14 PRESIDENT ANDERSON:  

15 What I'm trying to -- what I'm

16 really trying to get at is, out of this

17 process, how many -- if you start with 10

18 or so with stakeholders, you narrow it to

19 five, you do the studies, I'm curious, you

20 know, how many actually get beyond the

21 study process, get either on -- you know,

22 onto a -- the base plan or even the

23 construction plan?  It sounds like there's

24 one or maybe two, but I don't want to -- I

25 don't want to prejudge.
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 1 MR. LUCAS:  

 2 It sounds like from --

 3 MR. REW:  

 4 President Anderson, this is

 5 Bruce Rew with SPP.  I just want to add

 6 that these projects are -- the ISTEP is

 7 considered the initial screening, so, you

 8 know, even if our analysis does show a

 9 benefit, it gets up to the individual

10 transmission entity or others in the area

11 to, you know, do some additional

12 assessment to, you know, confirm their

13 analysis that it's beneficial.  So we do

14 consider it the screening process.

15 SECRETARY SUSKIE:  

16 Then after it goes to the

17 particular transmission owner, then what

18 happens?

19 MR. REW:  

20 Then it's up to them to take the

21 appropriate action.

22 SECRETARY SUSKIE:  

23 And define "appropriate action."

24 I mean, build it or don't build it or --

25 MR. REW:  
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 1 You know, assuming that they

 2 would find it beneficial, then they would

 3 pursue to build it.

 4 SECRETARY SUSKIE:  

 5 So of all the projects that have

 6 gone through the ISTEP process, only one,

 7 the Acadiana load -- projects in the

 8 Acadiana Load Pocket, have been built; is

 9 that accurate?

10 MR. REW:  

11 Well, Doug had mentioned two

12 projects, the one over in Mississippi,

13 too, at McAdams.

14 SECRETARY SUSKIE:  

15 And how many total projects have

16 been studied?

17 MR. REW:  

18 I don't know.  We've looked at,

19 you know, quite a few projects.

20 MR. KELLOUGH:  

21 Chairman Suskie, this is Lee

22 Kellough.  There has been two studies that

23 has been actually presented in the ISTEP

24 report, and each one of the studies had

25 the recommendations or the results from
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 1 the ICT for each of those five studies.

 2 And in the first round, we actually

 3 studied two projects.  We studied a

 4 project in Arkansas, and we studied a

 5 project in Louisiana, and we did present

 6 that -- those results to the ICT and to

 7 the stakeholders for round one.  Round two

 8 is what we're actually going to be

 9 presenting to you today.  And then

10 round -- the results of round three, the

11 ICT can provide the information on when

12 those are going to be actually presented.

13 Today there's only been two

14 rounds of studies that have been

15 completed, and we've studied the benefits,

16 as you would say, to the Entergy native

17 load customers, each one of those, for the

18 ones that we believed had some potential

19 benefit.  So we did look at it from

20 both -- both of those studies.

21 SECRETARY SUSKIE:  

22 Has there been analysis done for

23 the benefit for other customers in the

24 transmission region or just Entergy

25 customers?
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 1 MR. BROWN:  

 2 Commissioner Suskie, this is

 3 Matt Brown on behalf of Entergy.  The

 4 ISTEP contemplates that the ICT will

 5 perform these screening studies, which

 6 look at, you know, societal level

 7 benefits, which is something that I guess

 8 we talked about in connection with the CRA

 9 study, as well.  They're looking at

10 transmission system level benefits to

11 society.  And it contemplates that Entergy

12 and the stakeholders will take those

13 results, using their own information and

14 more specific assumptions, to determine

15 whether there are benefits to them.  And

16 so -- each year Entergy takes those

17 results from the ISTEP and does its own

18 more detailed studies to determine whether

19 to go forward.  And Lee Kellough will

20 present, after Mr. Lucas is finished

21 today, the latest round of our studies.

22 SECRETARY SUSKIE:  

23 Okay.  When you say, "our

24 studies," you mean Entergy's studies?

25 MR. BROWN:  
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 1 Correct.

 2 SECRETARY SUSKIE:  

 3 Is there any analysis or

 4 coordination done with what benefits these

 5 projects could have for the system and the

 6 region?

 7 MR. BROWN:  

 8 That's -- that's what the ICT is

 9 doing as part of the ISTEP.

10 SECRETARY SUSKIE:  

11 So then when do we get to the

12 concept of -- basically, as I'm

13 understanding, it can go through the ISTEP

14 process, and then it goes to Entergy, and

15 it's Entergy's decision to build or not?  

16 MR. BROWN:  

17 Well, Entergy --

18 SECRETARY SUSKIE:  

19 Or it goes back -- I thought I

20 understood the ISTEP.  Now I'm getting

21 confused.

22 MR. BROWN:  

23 Well, Entergy goes and looks at

24 the benefits to its customers.  The

25 stakeholders look at the benefits that are
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 1 available to them, and then, as an

 2 example, with the project like the

 3 Acadiana Load Pocket projects, different

 4 parties got together and allocated the

 5 costs and benefits based on what they

 6 perceived to be the benefits to their

 7 customers, to their load.

 8 So in the case of the Acadiana

 9 projects, Lafayette, Cleco and

10 Entergy/Gulf States made a decision to

11 build the project in coordination with one

12 another and to allocate the costs in a way

13 that they determined to be commensurate

14 with the benefits.

15 SECRETARY SUSKIE:  

16 Okay.  Jennifer, I'd like your

17 perspective.

18 MS. VOSBURG:  

19 Well, first of all, I understand

20 that the Acadiana Load Pocket project was

21 identified in the original ISTEP as an

22 issue.  I would disagree whether or not it

23 was actually followed through as an

24 official economic study.  I'd be really

25 interested to hear what our reliability
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 1 coordinator would have on it, because if

 2 you -- as everybody saw, you know, while

 3 we're waiting for those upgrades to go in,

 4 we have been fighting the potential for

 5 rolling blackouts.  So the reliability

 6 side of those ALP upgrades was

 7 substantially higher than the economic

 8 side.  And as I understand, I think there

 9 was some distinction between how those

10 costs were allocated, some of it being

11 reliability, some of it being

12 supplemental.  So there was a whole

13 different process -- I'm sure Commissioner

14 Field could speak to how the Acadiana

15 projects have been built.

16 I don't necessarily think that

17 if you ask the stakeholders was ALP a

18 success out of Attachment K, that we would

19 necessarily agree.  One of the things with

20 Attachment K, as we've gone forward on it,

21 is that the ICT has done a high-level

22 screen with their modeling, and then

23 Entergy has come back and done their own

24 modeling to see their benefits.  And

25 Louisiana actually had a task force that
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 1 was created to look at some of the initial

 2 results and studies, because what we were

 3 finding was that ICT was using one model,

 4 Entergy disagreed, Entergy was doing a

 5 different model, and at the end of the

 6 day, the stakeholders would come back and

 7 were told, well, you go do your own study.

 8 And we were, like, we can't -- we don't

 9 have the information to do this study.  If

10 ICT doesn't have the information to do

11 anything at a high-level screen, how the

12 heck were the stakeholders going to be

13 able to reproduce it to be able to get the

14 benefits.  

15 What we've seen come out of the

16 ICT process has been confusion, delay and

17 very little progress made at all.  What

18 the -- the new study process that they

19 have the with the 10 million-dollar

20 threshold that they're going to go

21 through, it's a step in the right

22 direction.  But what we've found from

23 Attachment K and the economic studies has

24 not been something that we can point to as

25 a success.  That's my perspective.  If
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 1 other stakeholders want to speak up...

 2 PRESIDENT ANDERSON:  

 3 Bill, you have a question or a

 4 comment?

 5 MR. BOOTH:  

 6 Yeah, Bill Booth for New

 7 Orleans.  What criteria does Entergy use

 8 when it's taking an ISTEP study and

 9 determining whether or not it's

10 beneficial?  Is it just a production cost

11 savings study, or do they look at any

12 other criteria?

13 MR. KELLOUGH:  

14 This is Lee Kellough.  Bill, I

15 think a lot of that will be discussed when

16 we get through with my presentation, so if

17 we can defer it then, and then, if you

18 still have questions or comments, we can

19 cover them at that point.  

20 MR. BOOTH:  

21 Great.  Thanks.

22 PRESIDENT ANDERSON:  

23 One of the -- one of the

24 problems that -- and I'm willing to be

25 corrected if I'm wrong, but one of the --
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 1 I think at the heart of all this, one of

 2 the fundamental problems is that Entergy

 3 has a transmission system, but when they

 4 evaluate projects, you really are only

 5 evaluating the benefits to your customers

 6 -- to your native load, and that's a

 7 fundamental flaw.  I mean, that's the

 8 fundamental flaw in this whole ICT scheme

 9 and the -- and I guess that's why we're

10 here when you really boil it down is, who

11 really are your customers.  It would be

12 like somebody building a highway system

13 and basically saying, well, only -- only

14 citizens of "X" and "Y" towns, and anybody

15 else will only be let on if there's room.

16 You know, it's a flawed system that

17 fundamentally inhibits economic

18 development across the system, but --

19 MS. DESPEAUX:  

20 And I would like to respond to

21 that, if I can.  

22 PRESIDENT ANDERSON:  

23 Sure.

24 MS. DESPEAUX:  

25 Because I actually think that's
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 1 one of the reasons that we supported and

 2 thought it was important to give the E-RSC

 3 the ability to add construction projects

 4 to the plan.  Because we do look at --

 5 when we're evaluating whether a project is

 6 beneficial, we do look at the costs and

 7 benefits for our customers, because

 8 they're the ones who will pay for -- pay

 9 for those, especially on the economic

10 projects.  And so -- and we -- and we felt

11 like that was appropriate.  Other

12 customers can look to determine if a

13 project would produce benefits for them.

14 If it does, then we will work with them to

15 see if, between the two of us, like we did

16 with Acadiana, if it makes sense for us.

17 But we think, from a broader regional

18 perspective, this is probably the right

19 body to be able to look beyond just our

20 customers, but to your other load-serving

21 entities within your jurisdictions.

22 PRESIDENT ANDERSON:  

23 But, Kim, doesn't -- yes, your

24 customers pay for it, but so do the other

25 customers.  Anybody that uses the system
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 1 ought to pay for it.  Now, that's -- I

 2 mean, that's a --

 3 MS. DESPEAUX:  

 4 And that's -- under the FERC

 5 transmission tariff -- first of all, under

 6 ours, if it's supplemental, then just our

 7 customers pick up.  If it's economic, then

 8 just our customers pay for it.  And even

 9 if it's a reliability project, our

10 customers pick up, you know, 75,

11 80 percent of the cost because we are the

12 largest load, and that's just how it works

13 under the FERC tariff.  But we think that

14 giving this body the authority that you

15 guys voted to support yesterday can help

16 address this issue and look beyond just

17 Entergy's customers, but look to the

18 region.

19 CHAIRMAN SMITHERMAN:  

20 Commissioner Anderson, just for

21 the benefit of Commissioner Nelson and I,

22 who are not as familiar with everyone in

23 the room, I just would ask everyone to

24 identify themselves -- 

25 PRESIDENT ANDERSON:  
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 1 I'm sorry.

 2 CHAIRMAN SMITHERMAN:  

 3 -- and say who they're with.

 4 MS. DESPEAUX:  

 5 I do apologize.

 6 CHAIRMAN SMITHERMAN:  

 7 We do know some of you, but not

 8 all of you.

 9 MS. DESPEAUX:  

10 This is Kim Despeaux, and I'm

11 with Entergy.

12 SECRETARY SUSKIE:  

13 You know, I think it goes back

14 to even the conversation we had yesterday

15 that Kristine pointed out.  Entergy did a

16 study about benefits of the Gulf Coast and

17 we throw in societal benefits.  Entergy

18 does a study for building economic

19 projects, it looks at the benefits only to

20 its customers.  The question then becomes,

21 is how do we look at the overall benefits

22 for the region.  Clearly, this front side

23 of the room is predominantly Entergy, but

24 there's a lot of customers on the Entergy

25 transmission system, a lot of people that
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 1 pay to use the Entergy transmission

 2 system, and, as a result, I think we have

 3 to change our paradigm and not just

 4 compare the cost to Entergy customers, but

 5 the -- but the cost and benefits of

 6 everybody and how we do these projects.

 7 And, obviously, that's the challenge of

 8 cost allocation that's such a fascinating

 9 issue we're dealing with as a nation.

10 ERCOT has dealt with it.  SPP recently

11 dealt with it.  FERC has a NOPR out on it.

12 And so these are critical things.  And I

13 think that's the type of paradigm shift we

14 need to move this region forward.  I'll be

15 very clear.  Whenever you have -- human

16 nature has you operating in biases.  And

17 I'll always go back to, my number one

18 concern are the load-serving entities, the

19 North Little Rocks, the NRGs, the coops,

20 that they are dependent on Entergy's

21 transmission system.  They are captive to

22 Entergy's transmission system.  We have to

23 work out to find a way to create regional

24 solutions and don't have an economic

25 project to only be analyzed limited to
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 1 Entergy's customers.  So maybe it's

 2 resources for the other stakeholders, but

 3 I think that's a fundamental paradigm

 4 shift we have to take is, does Entergy

 5 decide -- or do we do cost benefit just on

 6 Entergy's customers or everybody's?  And

 7 that also means that other customers

 8 should pick up part of the tab, as well;

 9 it's not just Entergy's customers pay for

10 it.  And that's how we've got to move this

11 more regional thinking to do this.  And

12 this is very enlightening, and I

13 appreciate the presentation.

14 PRESIDENT ANDERSON:  

15 Any other questions?

16 VICE-PRESIDENT FIELD:  

17 This is Commissioner Field.  I

18 would also like to echo the comments that

19 several of the commissioners made,

20 particularly Chairman Suskie.  And I think

21 for clarification, to my knowledge, I did

22 not know whether the Acadiana load project

23 was in the ISTEP process or not.  What I

24 did know is that reliability was a very

25 serious issue in that area, and I called



   226

 1 meetings of the utility companies serving

 2 areas, namely Entergy, Cleco, LUS, and

 3 there was a joint effort to say, we do

 4 need to build this project.  Now, whether

 5 it went through the ISTEP process, I don't

 6 know, but I know it needed to be built,

 7 and the utility acknowledged that, and

 8 once we finally figured out who ought to

 9 pay for what, or they did, made those

10 decisions, it moved forward.

11 PRESIDENT ANDERSON:  

12 But isn't -- this is a question

13 for you, Jimmy.  This is Ken Anderson.  It

14 sounds like, from your perspective,

15 though, it was -- it was basically an ad

16 hoc process.  It wasn't -- there wasn't a

17 defined evaluation process that looks at

18 all projects, you know, under a -- under a

19 predetermined cost allocation methodology

20 and a cost recovery methodology.  Your

21 problem -- or the -- those projects

22 reached crisis stage, and that's -- it was

23 only then that progress was able to be

24 made.  Is that a fair -- is that a fair

25 characterization?
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 1 VICE-PRESIDENT FIELD:  

 2 Yes.  I think that's a fair

 3 characterization.  When the issue became

 4 brought to my attention, we started having

 5 meetings, and the utilities, to their

 6 credit, were cooperative, and all --

 7 everybody acknowledged the need for the

 8 upgrade, and then they had to decide,

 9 well, which utilities pick up how much.

10 It wasn't a scientific process as you

11 would normally think it would be.  But I'm

12 very grateful it's being built.  But I

13 think that we do need to make that shift

14 to look at everybody that might benefit

15 from the upgrade, and they need to pay

16 their share, not just Entergy customers.

17 But I think Kim acknowledged that they

18 basically look at benefits or negatives to

19 their customer base only, and the E-RSC

20 will have a region in focus and look to

21 the coops, the munis, anybody that uses

22 the system, merchant, and that everyone

23 needs to contribute to the cost, and I

24 guess that's why we're trying to move to

25 the next stage, which would be seeing
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 1 which projects should be built and then

 2 tackle the tough issues of cost

 3 allocation.

 4 PRESIDENT ANDERSON:  

 5 I agree.  I agree.  Any other

 6 questions for SPP?

 7 (No response.)

 8 Why don't we move, then, to

 9 Entergy's presentation?

10 VICE-PRESIDENT FIELD:  

11 President, I do want to mention

12 that SPP was -- was involved every step of

13 the way, and they were a big help, because

14 they presented an independent voice at the

15 meetings, and I appreciate the support

16 that Bruce and his entire staff gave to

17 the Acadiana load project.  I didn't want

18 to be remiss and overlook that.  It might

19 not have happened without their leadership

20 and objective analysis.

21 PRESIDENT ANDERSON:  

22 Noted.

23 MR. KELLOUGH:  

24 Okay.  For those of you on the

25 phone, we're now looking at the 2010 ESI



   229

 1 alternate economic study process.  Okay.

 2 This slide here is just going to kind of

 3 give you a little bit of background of

 4 some of the things that have already been

 5 stated based upon conversations and

 6 information that was presented by the ICT.

 7 But this is -- kind of give you an

 8 overview of the economic study process and

 9 where we are today and how we got there.

10 This actually started with

11 respect to Attachment K in the Entergy

12 OATT, which we discussed earlier how the

13 ICT identifies and performs the

14 preliminary studies of the five economic

15 studied projects, and we kind of talked

16 about how we get down to the five economic

17 study process, and that they may provide

18 benefits to the users of the Entergy

19 system, which is what we basically

20 discussed from a societal standpoint.

21 This ISTEP process then kind of

22 spearheaded some of the things that we're

23 looking at now, which in the early 2009

24 time period, ESI developed a process

25 called the ESI economic study process, or
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 1 ESP, and let's kind of make sure we're all

 2 on the same page.  This is the full-blown

 3 process that basically will allow us to

 4 look at projects that are identified in

 5 the ISTEP or through any other, I guess

 6 you say, process that ESI looks at

 7 economic studies, and this is to perform

 8 analysis for our native load customers,

 9 but it's also looking at it from the

10 standpoint of a full-blown production cost

11 analysis and how it may look at the

12 benefits to our customers.

13 What we did here on the ESP

14 study is basically a nine-month process

15 that is more involved and has more

16 detailed analysis than what we're actually

17 going to be talking about today, but it's

18 very important that we talk about this

19 process and compare it to where we are

20 today.  The very first time that we used

21 the ESP process was as a result of the

22 2008 ISTEP report, and that report was

23 released in the January of 2009 time

24 period.

25 So you go to the next slide
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 1 there.

 2 Now, when the results came out

 3 in the 2009 ISTEP process, which were

 4 basically released in February of 2010, we

 5 looked at those results and kind of came

 6 up with these issues and discussion points

 7 that are here on this slide.  There were

 8 five projects that were actually

 9 identified.  One of those projects were in

10 the Jackson area, and it's already being

11 addressed in the construction plan.  So

12 that's kind of one of the things that -- I

13 guess the question that came out earlier,

14 are any of these projects being addressed

15 in the construction plan.  So this

16 particular project, even though it came

17 out in the ISTEP process, it is being

18 addressed in the construction plan.

19 PRESIDENT ANDERSON:  

20 Can I ask a question?

21 MR. KELLOUGH:  

22 You sure can.

23 PRESIDENT ANDERSON:  

24 I'm sorry.  This is Ken

25 Anderson.  I just want to make sure I
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 1 understand the table, upgrade costs.  The

 2 total congestion costs, these are costs of

 3 the system as a whole without respect

 4 to -- without respect to any particular

 5 customer base?

 6 MR. KELLOUGH:  

 7 These -- it's not directly

 8 related to any customer base.  These

 9 are -- Antoine, if you want to chime in

10 here.  This is what Antoine was going over

11 earlier.  This is the congestion costs of

12 relieving these flowgates in particular to

13 the projects that are identified in column

14 1.

15 PRESIDENT ANDERSON:  

16 Okay.  And then the other -- the

17 other column, congestion cost reduction

18 from base, is this the cost reduction

19 that's applicable to your native load --

20 to Entergy's native load, or --

21 MR. KELLOUGH:  

22 No.  Again, this was based upon

23 the entire system or entire footprint that

24 was actually used in the analysis.  This

25 is not just Entergy.
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 1 PRESIDENT ANDERSON:  

 2 So, again, I want to under -- I

 3 want to make sure I understand the numbers

 4 as we go forward.  The identified -- the

 5 identified congestion areas are causing

 6 this amount of total congestion cost.  The

 7 identified project, from your analysis,

 8 would only relieve the number in the far

 9 right column; is that correct?

10 MR. KELLOUGH:  

11 Okay.  There's --

12 PRESIDENT ANDERSON:  

13 I'm trying to understand your --

14 MR. KELLOUGH:  

15 I think those are good

16 questions, Commissioner Anderson.  Again,

17 this here, the summary table here, is

18 basically a cut and paste from the ISTEP

19 report.  Okay?

20 PRESIDENT ANDERSON:  

21 Okay.

22 MR. KELLOUGH:  

23 This ISTEP report looked at the

24 entire system, the entire footprint that

25 was actually used in the Gridview model.
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 1 When we go back and look at our analysis,

 2 we're going to be focusing more so on the

 3 Entergy native load customers.  So it may

 4 be a portion of these savings, but it may

 5 not be the total savings that you're

 6 showing in this far right-hand column.

 7 MR. SCHNITZER:  

 8 Commissioner Anderson, I'd just

 9 like to amplify that.  These are not

10 Entergy numbers.  These are ICT numbers on

11 this page.  I think that's maybe the point

12 that there might have been a little

13 confusion on.

14 SECRETARY SUSKIE:  

15 Yeah.  You --

16 PRESIDENT ANDERSON:  

17 No.  Go ahead.

18 SECRETARY SUSKIE:  

19 So, like, I want to make sure

20 I'm tracking.  On project 1, 7.4 million

21 is the cost of the upgrade?

22 MR. KELLOUGH:  

23 That was the -- and, again,

24 we're going to go through some history

25 here.  But, initially, that was the
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 1 original cost estimate at the time the

 2 study was performed.

 3 SECRETARY SUSKIE:  

 4 Okay.  So two -- released in,

 5 you know, 2010.

 6 MR. KELLOUGH:  

 7 That's correct.

 8 SECRETARY SUSKIE:  

 9 The congestion cost is over the

10 region and over what period of time?

11 MR. KELLOUGH:  

12 I don't know if the ICT wants to

13 discuss the results from their study.

14 MR. LUCAS:  

15 Again, this is my first year

16 involved in this process, so any questions

17 that I don't answer thoroughly, I can get

18 back with Jody Holland, who managed this

19 process last year.

20 SECRETARY SUSKIE:  

21 Yes.

22 MR. LUCAS:  

23 But the congestion cost number

24 there is based on two thousand -- I think

25 it was 2017.
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 1 MR. KELLOUGH:  

 2 Yes, that's correct.  It was a

 3 2017 model that was used.

 4 MR. LUCAS:  

 5 Peak case model.

 6 MR. KELLOUGH:  

 7 That's correct.

 8 MR. LUCAS:  

 9 Correct.

10 SECRETARY SUSKIE:  

11 So, like, over a ten-year

12 period?

13 MR. LUCAS:  

14 I don't think these results are

15 based over ten years.  I think this is

16 just over -- 

17 MR. KELLOUGH:  

18 It's a one year.

19 MR. LUCAS:  

20 -- the one year.

21 MR. KELLOUGH:  

22 That's correct.  It was a

23 one-year snapshot.

24 MR. LUCAS:  

25 So the cost estimate is the
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 1 total cost of the upgrade, and then the

 2 congestion cost reduction for that benefit

 3 is just based on one year.

 4 SECRETARY SUSKIE:  

 5 Okay.  I want to go back.  So

 6 the 500 on project 1, the $522 million, is

 7 congestion costs for what period of time?

 8 MR. KELLOUGH:  

 9 That would have been a

10 congestion cost for the one-year study

11 that was actually looked at for 2017.

12 SECRETARY SUSKIE:  

13 So the estimate is in 2017, this

14 congestion -- the cost of congestion under

15 this estimate was 522 million?

16 MR. KELLOUGH:  

17 That's correct.

18 SECRETARY SUSKIE:  

19 And the 1 million represents

20 what -- the third column, the 1 million

21 represents?

22 MR. KELLOUGH:  

23 1 million here is the reduction

24 in the delta between the two cases of when

25 you relieve the congestion from when it
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 1 was actually run.  Yes, it's the

 2 difference between the two models of when

 3 you had the congestion and when you

 4 relieved the congestion, the savings.

 5 SECRETARY SUSKIE:  

 6 So then the -- okay.

 7 MR. KELLOUGH:  

 8 Again, I would let the ICT --

 9 SECRETARY SUSKIE:  

10 Sure.

11 MR. KELLOUGH:  

12 -- provide any comments on the

13 study.

14 MR. LOUDENSLAGER:  

15 Compared to the base.

16 MR. LUCAS:  

17 I can't see the table from back

18 there, so I'm trying to get a little

19 closer.

20 SECRETARY SUSKIE:  

21 Okay.  Those are the questions I

22 have.  Thanks.

23 MR. KELLOUGH:  

24 I don't know if Antoine wanted

25 to add something.
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 1 MR. LUCAS:  

 2 The question is answered?

 3 SECRETARY SUSKIE:  

 4 Yes.

 5 MR. LUCAS:  

 6 Okay.  All right.

 7 MR. KELLOUGH:  

 8 Okay.  So as I was going down

 9 the list of studies and the projects that

10 were identified through the ICT's ISTEP

11 report for 2009, we looked at each one of

12 the projects on an individual basis, and

13 we came up with these criteria and looked

14 at them from this standpoint.  As we

15 talked about before, the first project

16 there that we looked at was in the Jackson

17 area, and, again, that one is being

18 addressed in the Entergy construction

19 plan.  Two other projects which are in the

20 central Arkansas and Baton Rouge/south

21 Mississippi areas did not show any

22 projected savings.  And then the last two

23 projects there -- or the other two

24 projects that we were looking at were the

25 south central Arkansas to northeast
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 1 Louisiana project, and the project in the

 2 Lake Charles area.  And in both of these

 3 projects, based upon the last column on

 4 this page, showed a projected congestion

 5 cost reduction of $1 million or less and

 6 those projects had estimated costs to

 7 improve those -- or eliminate those

 8 particular constraints of $10 million or

 9 less.  And I'll just kind of make sure

10 that we're on the same page there.

11 So what we ended up doing was

12 actually looking at our process and

13 streamlining our process to look at how

14 could we look at these projects on a

15 different methodology such that it was

16 more streamlined and then actually took

17 into consideration projects that were

18 actually less than $10 million and, also,

19 what could we do to identify the potential

20 benefit to our customers.

21 MR. SCHNITZER:  

22 Lee, I'm sorry.  If I could --

23 Michael Schnitzer.  If I could just jump

24 in here for a minute, because I'm afraid

25 that we may have different understandings
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 1 about that total congestion column.  This

 2 goes back to Sam's question a few moments

 3 ago.

 4 It's not my understanding that

 5 that total congestion column is the

 6 difference between two dispatch runs, one

 7 with no transmission constraints and one

 8 with the existing transmission

 9 constraints.  That's not my understanding

10 and recollection as to how that total

11 congestion cost was calculated.  My

12 understanding, consistent with what I

13 think Antoine indicated to Sam, is that

14 there's -- the one run that does get done

15 produces what's known as a shadow price.

16 I think that was the term that Antoine

17 used.  The shadow price is what's used is

18 my understanding and recollection to

19 calculate this total congestion cost.

20 Now, that shadow price tells you what is

21 the congestion cost to serve one more

22 megawatt.  So it's a price that -- it's a

23 price that's right to value the last

24 megawatt or one more megawatt of transfer

25 capability, but beyond that, it's not
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 1 clear what the shape of that curve would

 2 be, whether congestion, as you start to

 3 relieve it, becomes less valuable, more

 4 valuable, et cetera.  So assumptions have

 5 to be made to get that 522 number that

 6 uses this marginal -- the shadow price,

 7 which is a marginal congestion indicator,

 8 and applies it to some estimate of the

 9 total number of megawatts that are

10 congested.  And that may or may not turn

11 out to be a good estimate of what the

12 actual congestion would be.  These would

13 be doing two dispatch runs.  

14 So I just wanted to be clear.

15 I'm not criticizing that number, but if

16 people have the impression that the 522

17 represented the difference between two

18 production cost simulations, that's not my

19 understanding.

20 SECRETARY SUSKIE:  

21 I certainly hope not, because

22 that's an extraordinary amount of money.

23 MR. SCHNITZER:  

24 Well, that's right, and that's

25 why I wanted to -- that's why I wanted to
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 1 make it clear that my recollection and

 2 understanding is that that number picks

 3 the marginal price of congestion and

 4 applies it to all the congestion.

 5 MR. KELLOUGH:  

 6 Thanks, Mike.  I think the

 7 difference was more so the last column.

 8 That's really what we were looking at as

 9 far as the differences.

10 MR. SCHNITZER:  

11 Correct.

12 MR. LUCAS:  

13 That's correct, just to

14 validate.

15 MR. KELLOUGH:  

16 Okay.  So go to the next slide.

17 In the alternate economic study

18 process, we had to come up with some

19 criteria and principles to kind of look at

20 what would qualify for studying a project

21 under this particular process.  So what we

22 did was, we came up with this criteria and

23 looked at how it would actually look at

24 all the projects that we were actually

25 just discussing and how it may fit with
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 1 those particular scenarios.

 2 So if you look at it from the

 3 standpoint of looking at this chart here,

 4 the first criteria that we were looking at

 5 was whether or not the project had a cost

 6 of $10 million or less.  Then we looked at

 7 what other benefits could we derive by

 8 putting in these projects outside of

 9 production costs.  This is not from a

10 production cost standpoint.  This is just

11 looking at it from the standpoint of other

12 benefits that can be derived across the

13 system.  

14 So if you look at these boxes in

15 the blue here, the time required to

16 complete the projects, we were thinking

17 about looking at what does it take, how

18 much time does it take.  So if it takes

19 the project less than two years, we were

20 looking at that as a benefit.  The

21 interfaces; does it impact the interfaces

22 or defined regions or load pockets that

23 were already -- that have already been

24 identified across the system?  Then we

25 looked at what is the return on investment
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 1 or savings from a potential congestion

 2 cost savings that could be less than

 3 $30 million.  We looked at historical and

 4 future impacts.  Does the transmission

 5 projects benefit a plan and/or existing

 6 designated network resource.  And then,

 7 finally, we looked at what is the TLR/LAP

 8 impacts, how it may be relieving these

 9 particular scenarios.  

10 And, basically, if -- we looked

11 at, if these particular projects that we

12 actually identified earlier met three of

13 the five criteria, it then qualified for

14 the analysis that we are actually going to

15 discuss a little further, but it would

16 then qualify for us to look at these

17 projects under the alternate economic

18 study process.  These were basically going

19 to be just guiding principles, and one of

20 the things we wanted to make sure is that,

21 in these cases here, there was going to be

22 an alternate economic study process, and

23 then there was going to be a full-blown

24 economic study process.  This is just

25 talking about the alternate economic study
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 1 process.  If projects are more expensive,

 2 they would then have to go through what we

 3 call the full-blown economic study process

 4 and the production cost analysis that we

 5 just talked about earlier.

 6 The other thing we wanted to

 7 look at is if the -- determine if the

 8 projects can be deferred or eliminate

 9 future investments or other reliability

10 projects.  Then we had a qualitative type

11 of analysis, where we looked at the

12 simplified economics and also looked at if

13 there were any other analysis needed to be

14 performed based upon generation cost

15 simulations.  And then, finally, we looked

16 at what was the impact on historical

17 constrained flowgates and verifying that,

18 in operational horizons or operation

19 simulations, these particular flowgates

20 can be relieved.

21 Let's go to the next slide.

22 SECRETARY SUSKIE:  

23 I've got some questions about

24 that, --

25 PRESIDENT ANDERSON:  
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 1 Sure.

 2 SECRETARY SUSKIE:  

 3 -- Commissioner Anderson.  Why

 4 the two-year time requirement?

 5 MR. KELLOUGH:  

 6 One of the things that we wanted

 7 to do -- and let me start over and state

 8 this:  Number one, these are not to the

 9 point where they're actually going to be

10 so rigid that they're not going to be

11 moved, but we had to put something down to

12 kind of give us what I would call

13 something that we believe that could be

14 implemented fairly quickly.  And I think

15 that's the reason that we kind of looked

16 at two years or less, something that we

17 can hit the ground running with and

18 something that can be implemented fairly

19 quickly and would not take a long time on

20 the construction time period.

21 SECRETARY SUSKIE:  

22 So if it's over two years, then

23 it just fails one of the five.

24 MR. KELLOUGH:  

25 Just one of the five.
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 1 SECRETARY SUSKIE:  

 2 And then, also, so these are

 3 projects that are 10 million or less that

 4 are return investment savings of

 5 30 million over what period of time?

 6 MR. KELLOUGH:  

 7 This is based upon the

 8 information that was actually provided in

 9 the results from the ISTEP report.

10 Remember, we're taking the ISTEP report

11 and looking at their analysis and then

12 using this criteria to overlay on their

13 analysis to determine whether or not it

14 actually qualifies for alternate economic

15 study process.

16 SECRETARY SUSKIE:  

17 So this is Entergy's new

18 additional screening mechanism after the

19 ICT runs their process?

20 MR. KELLOUGH:  

21 Yes.

22 PRESIDENT ANDERSON:  

23 Let me make sure I understand.

24 MR. KELLOUGH:  

25 Yes.
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 1 PRESIDENT ANDERSON:  

 2 If -- if the potential

 3 congestion cost savings are less than

 4 30 million, it falls out, or it continues?

 5 I mean, what's the --

 6 MR. KELLOUGH:  

 7 I'm not sure if I'm following

 8 your question.

 9 PRESIDENT ANDERSON:  

10 Okay.  If -- does it meet the

11 test -- when you ask the question, are the

12 potential congestion cost savings less

13 than 30 million, if they're less, then --

14 MR. KELLOUGH:  

15 It meets the criteria, yes.

16 PRESIDENT ANDERSON:  

17 If it's more than 30 million,

18 doesn't that just --

19 MR. KELLOUGH:  

20 One of the things that if --

21 again, this is one criteria, but one of

22 the things that we're going to be looking

23 at is, if it has more potential savings,

24 we would then look at it from a -- more of

25 a production cost simulation to verify
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 1 that those savings can be realized.

 2 MR. BROWN:  

 3 Commissioner, this is Matt

 4 Brown.  If I could -- just to maybe

 5 clarify a little bit.  The criteria you're

 6 looking at here shown in this little chart

 7 that Lee has on the slide are to determine

 8 which study process is used to evaluate

 9 the project.

10 PRESIDENT ANDERSON:  

11 All right.  

12 MR. BROWN:  

13 So if these criteria are met,

14 then this alternate economic study

15 process, which is a simpler and shorter

16 study process, applies.  If these criteria

17 are not met, then the primary economic

18 study process, which involves full

19 production cost modeling and takes a

20 longer period of time, is used.

21 MR. BOOTH:  

22 Just a quick follow-up question.

23 Bill Booth.

24 MR. KELLOUGH:  

25 Yes.
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 1 MR. BOOTH:  

 2 It seems that if the congestion

 3 cost savings are greater than $30 million,

 4 it makes it that much better of a project.

 5 Why at that point would Entergy want to

 6 focus on a more indepth study?

 7 MR. KELLOUGH:  

 8 Well, one of the things, as we

 9 -- Matt -- I think I've just described

10 earlier is that we wanted to make sure

11 that if it's getting that type of

12 congestion cost savings, if you may, we

13 then want to look at it from a production

14 cost analysis and more of a detailed

15 analysis that would take longer to justify

16 those savings.  These are projects we want

17 to actually -- keep in mind, the whole

18 intent of this process is try to look at a

19 streamlined approach to build projects as

20 quick as we can.  Now, this is only one

21 criteria, though, Bill.  It's not the only

22 criteria we're looking at.

23 MR. BOOTH:  

24 No, I understand.  If I invest

25 $10 and I can get a 30-dollar return on
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 1 that, I'd want to analyze that to make

 2 sure that it's a real 30-dollar return

 3 because it's so close to the investment.

 4 If I can get a 100-dollar return on it, I

 5 think I'd want to jump on it a little

 6 quicker.  That's my point.

 7 MR. KELLOUGH:  

 8 Okay.

 9 MR. FOX:  

10 Kip Fox, AEP.  In this process,

11 I don't notice -- we have a annual

12 review -- like with SPP and Entergy, we

13 have the annual review of projects.  I

14 don't see how the projects that are

15 identified in that process for going

16 across the seams and those types of

17 things, where do they fall in either this

18 process or the process that you talked

19 about before?

20 MR. KELLOUGH:  

21 Doug, you might have to help me

22 on that one.

23 MR. POWELL:  

24 This is Doug Powell.  One of the

25 things I think we would look at is the
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 1 ones that we've been looking at the ESRPP

 2 process.  We would look at the transfer

 3 capabilities and stuff.  And I think Lee

 4 will go into this process here, showing

 5 how it is a powerful analysis, and it may

 6 be something that we would use, a

 7 similar -- this process in those types of

 8 projects.  But from a ben -- from a

 9 benefits, the ISTEP, this process was

10 really designed as an alternate study

11 process for the ISTEP.

12 SECRETARY SUSKIE:  

13 It kind of raises the question

14 to me, you know, we have an ICT to be

15 independent and analyze this stuff, and

16 now we're creating another process.

17 MR. KELLOUGH:  

18 Well, I guess, Commissioner, one

19 of the things that the ICT did in their

20 analysis is just a screening analysis.  I

21 don't know if their results are to be used

22 from that standpoint, or, you know,

23 further analysis needs to be determined,

24 whether or not their screening analysis is

25 accurate and/or justifiable such that we
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 1 can continue to build these projects.  I

 2 think that's the key that Antoine made

 3 earlier, that it's just a screening

 4 analysis, a preliminary analysis for

 5 further investigation.

 6 SECRETARY SUSKIE:  

 7 So now my question is:  So when

 8 you do this analysis, who double-checks

 9 Entergy's analysis?

10 MR. KELLOUGH:  

11 I'm not for sure that there is

12 anyone directly double-checking our

13 analysis.  We are providing some

14 information and transparency and working

15 with the ICT as we go down the path of

16 getting results and/or, quote-unquote,

17 providing information to the stakeholders.

18 Now, we do -- in this process, we are

19 giving the stakeholders information and

20 updates as we go.  So I'm not for sure if

21 it's an actual double-check, more so just

22 giving them information to give them

23 background on where we stand in the

24 process.

25 MR. BROWN:  
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 1 Commissioner, Matt Brown on

 2 behalf of Entergy.  One addition to what

 3 Lee just said:  The -- during the last

 4 round of the ISTEP study, you know,

 5 Entergy took the -- performed the full

 6 economic study process because the

 7 projects that were being looked at were

 8 large projects, and that process was

 9 supervised closely by the Louisiana Public

10 Service Commission transmission task

11 force.  There were regular calls to sort

12 of review where we were with the study,

13 and when we completed the study, we

14 presented the results to the LPSC's task

15 force, and that was something that they

16 had implemented to sort of look over our

17 shoulder and comment on what we were doing

18 and provide it.

19 SECRETARY SUSKIE:  

20 Do you have any ideas of any

21 mechanism we could use on a regional basis

22 to perform a similar function?

23 MS. DESPEAUX:  

24 Chairman Suskie, we would

25 contemplate that this process could be
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 1 used particularly coming back to the E-RSC

 2 and working with the E-RSC working group.

 3 Obviously, there's some information that,

 4 you know, is competitively sensitive, but

 5 I think that the regulators have the

 6 opportunity to look at that, and so we

 7 could work through the working group.

 8 MR. SCHNITZER:  

 9 If I could -- Michael Schnitzer.

10 I'd just supplement that a little bit.

11 You have the bulk power study, which is

12 ongoing, which will come obviously through

13 this group and be an opportunity to see if

14 there are projects that you determine out

15 of that.  But then, on an ongoing basis,

16 it seems like consistent with the votes

17 yesterday and what will be filed at FERC

18 next week, there seems that there ought to

19 be a process for bringing Entergy's

20 evaluation of the ISTEP and whatever else

21 back to this group to see if there's any

22 project that the E-RSC would choose to

23 exercise its authority and add to the --

24 add to the construction plan.

25 SECRETARY SUSKIE:  
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 1 Okay.

 2 MR. KELLOUGH:  

 3 Go to the next slide.  

 4 On this particular slide here,

 5 we're just kind of giving you an overview

 6 of some of the -- what we'll call

 7 sensitivities that were performed.  Again,

 8 a lot of the sensitivities that are going

 9 to be performed under the alternate

10 economic study process are going to be

11 driven by load flow analysis and looking

12 at it from that standpoint, not so much

13 driven by the forward-looking production

14 cost analysis.  

15 So when you look at some of

16 these parameters here, the issues that

17 we're going to be kind of focusing on

18 again is interface and import constraints,

19 constraining flowgates, benefits to the

20 network resources, elimination or deferral

21 of reliability projects, how this affects

22 historical issues for some of the

23 transmission projects that have been

24 looked at in the past, also looking at the

25 TLR and LAP impacts, network resource
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 1 impacts, and then, if we have to, we'll

 2 look at some simplified economic analysis.

 3 The issues that we're actually

 4 going to be trying to summarize are going

 5 to be kind of the outcome of this

 6 alternate economic study process, looking

 7 at the potential benefits based upon the

 8 various parameters that we discussed

 9 above, and then looking at the summary of

10 the project impact on our network

11 resources and planned resources and any

12 flowgate issues that may be mitigated by

13 these particular recommendations, and then

14 finally identify whether or not these

15 projects should be constructed and going

16 forward -- and going forward.  

17 Next slide.

18 This particular slide kind of

19 gives you a high level -- very high-level

20 overview of the two processes that we've

21 been discussing side by side.  This

22 particular presentation is focusing on the

23 alternate economic study process, but as

24 you can see, the ISTEP process is

25 basically an input to either of these
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 1 particular scenarios, and then we would

 2 kind of look at it based upon the criteria

 3 that we discussed earlier, which path that

 4 we need to go down.

 5 MR. BOOTH:  

 6 Lee?  

 7 MR. KELLOUGH:  

 8 Yes.

 9 MR. BOOTH:  

10 Quick question.  

11 MR. KELLOUGH:  

12 Yes.

13 MR. BOOTH:  

14 Can you elaborate a little bit

15 on what you mean by "benefits to planned

16 network resources"?

17 MR. KELLOUGH:  

18 We talked a little bit earlier,

19 I guess it was probably yesterday.  You

20 know, obviously, Entergy does have RFPs

21 and various planning processes that we're

22 looking to not only expand our network

23 resources, but also add additional

24 megawatts across the system -- system.  So

25 as a organization under the -- basically



   260

 1 under the order 717 analysis and things of

 2 that nature, we can look at how these

 3 processes may have an impact on whether or

 4 not some of the planned resources that

 5 we're looking to, if it may help or hurt

 6 some of the congestion that's already been

 7 identified in the past.

 8 MR. BOOTH:  

 9 So you're looking at criteria

10 specifically that connects network

11 resources to network load?  That's the

12 focus here?

13 MR. KELLOUGH:  

14 Yes.  And, again, these are

15 planned resources where we -- where we may

16 be adding either megawatts, expanding

17 plants or acquiring plants under the RFP

18 processes and how that may impact whether

19 or not these particular upgrades that were

20 identified in this particular project --

21 how they may have an impact on those

22 processes.

23 MR. BOOTH:  

24 Is that from a cost allocation

25 perspective?
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 1 MR. KELLOUGH:  

 2 No.  It's more so on whether or

 3 not they are deliverable to the system,

 4 and can we use those resources fully to

 5 serve the loads that we've identified.

 6 Cost allocation is not really the focal

 7 point of this presentation.

 8 MR. BOOTH:  

 9 I guess I'm still a little

10 confused.  My sense is that before you can

11 designate a generator as a network

12 resource, you have to ensure that it can

13 deliver its energy.  So this is after the

14 fact, right?  You're looking at resources

15 that are already designated?

16 MR. KELLOUGH:  

17 No.  The question I think you

18 said, Bill -- make sure I'm hearing you

19 correctly.  You said planned network

20 resources.  Was that correct?

21 MR. BOOTH:  

22 Well, actually, I'm looking at

23 both.  Well, this one says, "Benefit to

24 planned network resources."  So these are

25 resources that haven't been constructed
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 1 yet or haven't been acquired yet?

 2 MR. KELLOUGH:  

 3 Yes, that is correct.  Resources

 4 that we're looking to either acquire,

 5 build, expand, whatever it may be.

 6 Anytime we're actually going to be adding

 7 megawatts to the system to add to the pool

 8 of network resources that we already have

 9 and if these particular projects that are

10 being studied under this process will have

11 an impact on their deliverability.

12 MR. BOOTH:  

13 So it's really focusing on

14 network resources to serve Entergy load?

15 MR. KELLOUGH:  

16 Yes.

17 MR. BOOTH:  

18 Okay.

19 MR. KELLOUGH:  

20 Okay.  So if we look back at

21 this slide here, again, this particular

22 slide is just giving you a side-by-side

23 view.  The full-blown economic study

24 process is more of a five-step process

25 that we talked about earlier that would
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 1 actually go through each of these phases

 2 and is more of a nine-month process to get

 3 down through all the -- each of the

 4 phases.  The alternate economic study

 5 process is a three-phase approach that

 6 actually allows us to get through the

 7 projects and analysis quicker and

 8 streamline the process over a five-month

 9 time period.  Kind of talked about some of

10 the issues and/or sensitivities that we're

11 going to be looking at, but the major

12 focus under the alternate economic study

13 process is to look at them from a power

14 flow perspective and looking at how these

15 particular issues that we described

16 earlier are going to be impacted.

17 Next slide.

18 Now, this is a chart basically

19 that we're bringing back and kind of going

20 through some of the analysis.

21 MR. BRIGHT:  

22 I'm going to see if I can get it

23 a little bigger.

24 MR. KELLOUGH:  

25 No problem.
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 1 MR. BRIGHT:  

 2 Okay.  Go ahead.

 3 MR. KELLOUGH:  

 4 Maybe slide it a little bit.  

 5 MR. BRIGHT:  

 6 You want it this way?

 7 MR. KELLOUGH:  

 8 Yeah.  

 9 MR. BRIGHT:  

10 Okay.  I didn't know if you

11 needed the -- 

12 MR. KELLOUGH:  

13 Yeah.  I want the table more so.

14 MR. BRIGHT:  

15 Okay.

16 MR. KELLOUGH:  

17 Okay.  These are some of the

18 projects that actually -- that we talked

19 about earlier and some of the criteria and

20 the ESI considerations that we looked at

21 based upon the information that was

22 provided to us through the ISTEP report.

23 The very first project here is the south

24 central Arkansas to northeast Louisiana.

25 This particular project is what we said
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 1 would qualify for the alternate economic

 2 study process.  One of the things that we

 3 were considering was basically the

 4 improvements across the Sheridan south

 5 interface, and I think this is one of the

 6 projects, Commissioner Suskie, that was

 7 actually highlighted in that matrix report

 8 of us doing more detailed analysis on.

 9 The next project here was the --

10 or next three projects here are

11 basically -- we did not consider them for

12 the alternate economic study processes,

13 and we talked about the considerations for

14 each of them in the far column here.  The

15 central Arkansas project here, basically,

16 we talked about earlier, had no congestion

17 cost reduction and no other potential

18 benefits.  The Lake Charles project, we

19 did not see any other potential benefits

20 from a big picture standpoint, and then

21 the next one here, the Baton Rouge, south

22 Mississippi project, we talked about

23 earlier.  As you can see here, it actually

24 had negative savings.

25 Then the last one here, again,
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 1 is the Jackson project where we're

 2 actually looking at putting in -- adding a

 3 transformer, a second transformer, at

 4 McAdams and then upgrading the McAdams to

 5 Pickens 230 kV line.  That particular

 6 project is being addressed in the 2010 to

 7 2012 construction plan, with the

 8 in-service date of 2011.  So that one is

 9 one of the ones I do believe, even though

10 it showed up on this list here, it did end

11 up on the construction plan.  I think that

12 was a question that came up earlier.

13 PRESIDENT ANDERSON:  

14 But at least from the cost, this

15 wouldn't have gone through the expedited

16 study process?

17 MR. KELLOUGH:  

18 Absolutely.  I think you hit the

19 nail on the head.  This one here, we would

20 have pushed through the full-blown

21 economic study process for the reasons

22 that we stated earlier, the cost of the

23 upgrade and the cost of the -- and the

24 potential cost of the savings.

25 PRESIDENT ANDERSON:  
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 1 But, obviously, it's a project

 2 worth doing, looking at the numbers?

 3 MR. KELLOUGH:  

 4 Absolutely.  And at the same

 5 time, I think Entergy has agreed to pursue

 6 that.

 7 MS. TURNER:  

 8 Excuse me, Lee.  Becky Turner

 9 with Entegra.  

10 MR. KELLOUGH:  

11 Yes.  

12 MS. TURNER:  

13 Do you -- you're looking at

14 2017; is that correct?

15 MR. KELLOUGH:  

16 I'm not looking at 2017.  This

17 particular set of results by the ICT was

18 based upon a 2017 look, though.

19 MS. TURNER:  

20 So what year are you assuming in

21 your study work?

22 MR. KELLOUGH:  

23 Okay.  In our study work, again,

24 though, we are looking at power flow

25 models, and we looked at the 2010 power
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 1 flow time horizons for the analysis that

 2 we actually looked at.

 3 MS. TURNER:  

 4 So you looked at year 2010?

 5 MR. KELLOUGH:  

 6 Yes.

 7 MS. TURNER:  

 8 Okay.  Thank you.

 9 MR. KELLOUGH:  

10 You can do that zoomed in if you

11 want.

12 MR. BRIGHT:  

13 Oh, okay.

14 MR. LOUDENSLAGER:  

15 That's going to hurt your eyes.

16 MR. KELLOUGH:  

17 The next one -- yeah, they're a

18 little... I might want to just -- this is

19 a little hard -- I need to see the other

20 side.

21 MR. BRIGHT:  

22 Sorry.

23 MR. KELLOUGH:  

24 All right.  One of the things --

25 I think this is critical that we talk



   269

 1 about what we're looking at when we look

 2 at our alternate economic study process

 3 and looking at the sensitivities as we go

 4 down the sensitivity columns and verify

 5 that these sensitivities are not

 6 overreaching and looking at other

 7 projects, as well.

 8 One of the things that we

 9 noticed when we came up with a mitigation

10 strategy to fix the projects listed in

11 project 1, there are some common

12 constraints and common elements that will

13 be mitigated that will also fix ISTEP

14 project No. 2.  So even though, initially,

15 it did not show up as a project that we

16 were going to initially look at, when we

17 went back and did the investigation to

18 figure out what the actual constraints

19 were, what the actual projects that were

20 going to be needed to fix ISTEP project

21 No. 1, we realized that it also fixed

22 project No. 2.

23 The major issues or the major

24 connection there is that even though the

25 constraints that have been identified for
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 1 project 1 and project 2 -- the major issue

 2 is that the constraints are going in

 3 different directions.  ISTEP project No. 1

 4 primarily is constraints going from north

 5 to south.  ISTEP project No. 2 is

 6 primarily constraints going from south to

 7 north.  And we tried to highlight that and

 8 actually depict that on the picture to the

 9 right of the page.  So that's kind of the

10 big picture of what happened and how we

11 ended up including project No. 2, even

12 though, initially, it did not show up,

13 based upon the ICT's results, as something

14 that we should have looked at.

15 MS. VOSBURG:  

16 Lee?

17 MR. KELLOUGH:  

18 Yes.

19 MS. VOSBURG:  

20 When you were running project 1

21 and you show the project 2, did you

22 actually run a study where you had the

23 project 1 upgrades in the -- in the model

24 to then see that, oh, well, if you did

25 this, it actually fixed project 2?
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 1 MR. KELLOUGH:  

 2 We did do that sensitivity

 3 analysis.  Yes.  Yes, we did.

 4 MS. VOSBURG:  

 5 Okay.

 6 MR. KELLOUGH:  

 7 The other thing is, we did look

 8 at a variation of power flow models.  We

 9 didn't just base everything on one

10 simulation.  We did different load levels,

11 and we did different sensitivities to try

12 to create these biases from north to south

13 and from south to north, so it wasn't just

14 based upon one snapshot.

15 MS. VOSBURG:  

16 So when you included the

17 projects actually in the modeling, it

18 showed bigger benefits.  

19 MR. KELLOUGH:  

20 Yes.  It showed that the

21 constraints were relieved, and then we

22 actually have that criteria that I showed

23 on the other page and showed how each one

24 of those criteria was met.

25 MS. VOSBURG:  
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 1 Thank you.

 2 MR. KELLOUGH:  

 3 Again, this particular picture,

 4 this kind of identifies what the projects

 5 were.  Flowgate 1 is looking at the

 6 Sheridan to El Dorado 500 kV line for the

 7 loss of Etta to McNeil.  For flowgate 2 is

 8 the White Bluff to Sheridan 500 kV line

 9 for the loss of Mabelvale to Sheridan.

10 Flowgate 3 is a Mabelvale to Sheridan 500

11 kV line for the loss of White Bluff to

12 Sheridan.  And all of these, again, are

13 north to south flows.  The flowgate No. 4

14 is the White Bluff to Keo 500 kV line for

15 the loss of Sheridan to Mabelvale.  This

16 one is really a-- probably more east/west,

17 but we actually labeled it as south to

18 north.  But this particular one here is to

19 note the upgrades that we actually have

20 identified will not address flowgate 

21 No. 4, so I just want to make sure that's

22 not -- that's on -- kind of apparent as we

23 go through these -- these sensitivities.

24 The good thing is that, as we

25 looked at some of the information,
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 1 flowgate 4 was not one of the heavy

 2 hitters from all the constraints

 3 identified for project No. 1.  It was

 4 actually the smallest.

 5 Next page.  

 6 Here you can see -- one of the

 7 things, I guess, that we talked about

 8 earlier is the timing of the projects and

 9 what the cost of the projects were.  In

10 the earlier slide, we realized that the

11 initial projects were listed as about

12 $7.4 million.  After we went back and

13 worked with the transmission organization,

14 they refined and revised the cost

15 estimates.  The cost estimates now are

16 coming in at about $8.2 million.  But if

17 you look at the information and the

18 description of each of these upgrades,

19 each of these upgrades here are basically

20 replacing breakers, switches, line traps,

21 or what we normally refer to as

22 terminating equipment.  So, thus, what we

23 talked about earlier is that these

24 particular projects, we do believe, can be

25 implemented within a two-year time horizon
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 1 and time frame.

 2 Just slide down to the bottom of

 3 that page.

 4 These particular projects here,

 5 as you can see, would increase the rating

 6 from the 1732 MVA to the 2598 MVA.  This

 7 was -- this was tested, as discussed

 8 earlier, in the models, and we did see the

 9 constraints being relieved.

10 Go to the next page.  This one,

11 you might have to help me slide back and

12 forth.

13 MR. BRIGHT:  

14 That's fine.  Just tell me where

15 you want me to go.

16 MR. KELLOUGH:  

17 Okay.  If you want to slide over

18 a little bit.  I guess that would be to

19 the left.  That way.

20 MR. BRIGHT:  

21 The other left.

22 MR. KELLOUGH:  

23 One of the things here -- this

24 is kind of a summary.  I think this is

25 what was asked at the E-RSC working group.
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 1 This is kind of a summary of the analysis

 2 and results that we performed, the

 3 sensitivities that we performed.

 4 As you can see, we kind of tried

 5 to highlight them in kind of a green and a

 6 red standpoint to say that green's

 7 particular sensitivities are sensitivities

 8 that were met -- met the criteria.  The

 9 red either had no impact or was not

10 applicable for the sensitivities that were

11 either performed or looked at.

12 The first one here is the

13 interface and import calculations.  We do

14 believe that this will actually have a

15 positive impact on the various interfaces

16 that we discussed earlier, the north to

17 south and south to north.

18 The next two criteria, the

19 reliability must-run and the constraining

20 flowgate analysis for other flowgates

21 outside of the ones we're looking at,

22 basically, those were not considered here

23 from the standpoint of either not

24 applicable or had no impact for this

25 particular analysis.
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 1 Criteria D, the TLR-LAP impacts,

 2 we do believe that these particular --

 3 these particular upgrades will have a

 4 impact on the TLRs and LAPs that have been

 5 defined in the metrics report and will be

 6 able to reduce the constraints in gigawatt

 7 hours being curtailed in that area.

 8 The next one here is the

 9 benefits to existing network resources.

10 Obviously, we do know that these are

11 having an impact on some of the local area

12 generation as a result of the LAPs and

13 TLRs being called.  We do believe our

14 existing network resources will see some

15 benefit from these particular flowgates

16 and be able to realize the upgrades that

17 are being implemented.

18 Category F is the one that we

19 talked about earlier.  We do have some

20 planned resources that have been

21 identified in our RFP, and we actually

22 looked at how these impact -- these

23 upgrades would impact those particular

24 resources.  We do believe it would have a

25 positive impact on some of the resources
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 1 we're looking to either acquire or enter

 2 into long-term transactions with.  So this

 3 particular criteria also was considered a

 4 positive.

 5 PRESIDENT ANDERSON:  

 6 Can I --

 7 MR. KELLOUGH:  

 8 Yes.

 9 PRESIDENT ANDERSON:  

10 This is Ken Anderson.

11 MR. KELLOUGH:  

12 Yes.

13 PRESIDENT ANDERSON:  

14 Based on the earlier discussion,

15 I was under the impression that planned

16 resource was Entergy planned resource.

17 Reading the evaluation results on the

18 second item, it appears you're also --

19 also considering local merchant

20 generation's access to the system.  Is

21 that true?  

22 MR. KELLOUGH:  

23 That's correct.  That's correct.

24 PRESIDENT ANDERSON:  

25 All right.  Thank you.
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 1 MR. KELLOUGH:  

 2 Again, obviously, in all the

 3 different forms that we've talked about,

 4 we do buy a significant amount from the

 5 units in this area.  So we did look at it

 6 from a merchant impact and our ability

 7 deliver -- to deliver power from these

 8 resources.  

 9 If we look at criteria G,

10 elimination or deferral of proposed

11 reliability projects, we did not see any

12 impact to those.  

13 And then the last analysis here,

14 the qualitative analysis -- again, we

15 talked about it earlier -- is that the

16 projects that we do believe can be built

17 within the $8.2 million estimate, and I

18 think, more importantly, we do believe

19 that these projects can be implemented

20 within a one- to two-year time frame.  

21 So, obviously, in this last

22 slide here, our final recommendation is to

23 proceed with these upgrades and to go

24 forward with replacing the upgrades that

25 are defined and described here, and we
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 1 will be pushing and getting these into our

 2 construction plan.  

 3 That was the last slide.  

 4 PRESIDENT ANDERSON:  

 5 All right.  Thank you.  

 6 Any -- any other questions?  Any

 7 questions or -- 

 8 MS. GALLUP:  

 9 Terri Gallup, American Electric

10 Power.  I don't have any questions on your

11 ISTEP projects, but what was brought up

12 earlier was the ESRPP projects.  And there

13 was a review with the stakeholder meeting

14 in August of 2009 in New Orleans, the five

15 projects that were a benefit to both SPP

16 and Entergy, and those were listed, and

17 the end slide was, we're going to go back

18 and analyze and do some more stuff.  Just

19 exactly where is the status of the ESRPP?

20 Because that -- that included five

21 projects that showed benefits to both

22 regions, and they were mostly in Arkansas

23 and Louisiana.

24 MR. LONG:  

25 This is Charles Long with



   280

 1 Entergy.  The ESRPP process, I can't tell

 2 you exactly where they are, but I know

 3 it's -- where are you -- it is -- it is

 4 ongoing.  You know, some of those projects

 5 may or may not be able to go through this,

 6 you know, shorter process, but that

 7 process is under way.  

 8 MS. GALLUP:  

 9 What's the expected -- what's

10 the expected completion of that review?

11 MR. LONG:  

12 I believe -- I've got too many

13 dates floating around in my head, but I

14 believe it's by the end of the year we're

15 supposed to have the next set of results

16 out.  

17 MS. GALLUP:  

18 Thank you.

19 MR. PALIZA:  

20 Roberto Paliza, Paliza

21 Consulting.  These upgrades are going to

22 relieve, you know, some of the lines that

23 have had significant TLRs this year, and

24 my question to you is, would these

25 upgrades be in place before next summer?
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 1 MR. KELLOUGH:  

 2 Answer that, Charles.

 3 MR. LONG:  

 4 I would say it's unlikely by

 5 next summer.  A breaker -- we've got to

 6 replace some 500 kV breakers.  The lead

 7 time on them is about a year, typically.

 8 So probably not by next summer, but,

 9 hopefully, by the next summer.

10 And a lot of these problems that

11 we see around this area can be off-peak

12 to, you know, lighter load periods, so,

13 you know, even though we won't make it for

14 next summer, the day it goes in, we should

15 start seeing benefits.  The other thing

16 is, we'll try to stage the projects so

17 that -- I mean, deliverability of the

18 breakers will be whatever it is, but we'll

19 try to stage the project to get the -- you

20 know, the biggest bang for the buck

21 earlier.  

22 The big problem here or the

23 challenge here, beyond the long lead time

24 items, is the outages.  We'll have to take

25 some outages that are going to be, you
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 1 know, very difficult to plan, and we'll

 2 certainly have, you know, short-term

 3 negative impacts on flows in that area

 4 while we take those outages to do it.

 5 MR. PALIZA:  

 6 So what is your best guess in

 7 terms of implementation of these upgrades?

 8 MR. LONG:  

 9 Let me caveat it by saying,

10 let's assume we can get the outages when

11 we want them.  If that happens, I would

12 say somewhere in the 16-month time frame.

13 You know, if we get the outages like we

14 need, any delays that we -- and we'll be

15 able to be somewhat flexible.  If we can't

16 get an outage on one piece, we'll try to

17 get it on an additional piece and work --

18 you know, we won't just wait until we can

19 get the first one.  But I do anticipate

20 that there will be some delay due to

21 outage difficulty.

22 MR. KELLOUGH:  

23 Thank you.

24 PRESIDENT ANDERSON:  

25 All right.  If there are no
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 1 further questions, I think we move on to

 2 the working group and the stakeholders.

 3 Sam, do you want to give whatever update

 4 you have before we take Jennifer?

 5 MR. LOUDENSLAGER:  

 6 Yes, sir.  And it won't take me

 7 but just a couple of minutes.  I just

 8 wanted to update you on what the --

 9 PRESIDENT ANDERSON:  

10 Just a second, Sam.  I want to

11 adjourn the meeting of the Public Utility

12 Commission of Texas.

13 All right.  Continue.

14 MR. LOUDENSLAGER:  

15 Yeah.  The E-RSC working group

16 met with the stakeholders, I believe on

17 the 29th and 30th of September, before and

18 after the release of the CRA study, and

19 what we talked about, you've already heard

20 quite a bit about on some of these things.

21 We talked about the TLR analysis update,

22 and, as you know, the ICT sent that out

23 earlier this month.  Melinda Montgomery

24 with Entergy did, I think, a good job

25 going through a LAP analysis and talked
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 1 about the top ten flowgates accounting for

 2 about 50 percent of all LAP activity in

 3 the region, and they looked at both the

 4 number of events and the level of

 5 megawatts that were affected.

 6 The alternative economic study

 7 process, which we just went through, it

 8 was presented to us there, as well, and

 9 the -- I had the ICT go back and look at a

10 potential set of economic projects that

11 would provide benefit to each of the

12 retail jurisdictions in the region, and

13 Bruce's staff did that, and Bruce came to

14 us at that meeting and went through that

15 set of projects.  And I've asked the

16 stakeholders to give a hard look at those

17 projects and come back with any

18 alternatives that they might have or

19 questions that they might have, and then

20 Bruce will be getting out to the

21 stakeholders and to the working group the

22 reasons that the -- I think it's six or

23 seven projects -- were suggested.  

24 And, again, where I'm coming

25 from is trying to come up with a way of
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 1 developing a portfolio of projects that we

 2 could use in the Entergy region that would

 3 provide benefit to each of the retail

 4 jurisdictions and then figure out what the

 5 appropriate cost allocation methodology

 6 might be for that.  So we'll be doing more

 7 work on that at our meeting in November.  

 8 Jennifer is going to cover the

 9 work that the SPC's been going through and

10 the creation of a number of task forces to

11 try to move some issues forward.  And then

12 we had a good discussion with the -- with

13 Antoine.  Mr. Lucas talked about the QF

14 issue, which y'all have already heard

15 about, the expansion to other hours, and

16 we had a conversation about additional

17 information that can be provided to

18 bidders.  And I can't say we made any

19 progress there.  But I've asked Mr. Lucas

20 to come back to the working group at our

21 next meeting with a proposal on what kind

22 of information can be provided to bidders

23 whose bids aren't accepted.  

24 So that's all I have on the

25 working group.  As you might well imagine,
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 1 we spend a lot of time on MOU stuff there,

 2 so...

 3 PRESIDENT ANDERSON:  

 4 At the request of a couple of

 5 parties, we're going to take a five-minute

 6 break.  I want to -- so let's keep it to

 7 seven or eight or ten and reconvene here

 8 maybe at --

 9 MR. LOUDENSLAGER:  

10 10:35?

11 PRESIDENT ANDERSON:  

12 Well, 10:40 or ten -- in five or

13 seven minutes, whatever.  Emphasis on

14 short.

15 (Recess.) 

16 PRESIDENT ANDERSON:  

17 Why don't we begin to take our

18 seats so we can get started?

19 MR. LOUDENSLAGER:  

20 Commissioner -- Commissioner --

21 President Anderson, I was remiss.  There

22 was one area that I wanted to raise with

23 the E-RSC members this morning, and I

24 apologize for it.  I just -- just

25 remembered.  I think it's -- we're kind of
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 1 at a place, if you look at the development

 2 of the seams agreement between Entergy and

 3 SPP, that we really need to start pushing

 4 hard on the cost allocation question

 5 across the seams for projects that are

 6 providing benefits each direction to SPP

 7 members and to Entergy; but that, for

 8 Entergy projects, SPP may not be picking

 9 up -- its members may not be picking up

10 some of the costs associated for that; and

11 for Entergy and its customers and the

12 Entergy region, they may not be picking up

13 a share of the cost of SPP projects which

14 they benefit from.  

15 And I wanted to raise that issue

16 with you folks, and if -- my intention was

17 to raise it here and then to raise it next

18 week at the RSC meeting and see if we

19 can't start working together on the seams

20 question, just to try to move it forward,

21 because we're not seeing a lot of movement

22 on that issue related to seams.  And so I

23 just wanted to give you a heads-up.

24 PRESIDENT ANDERSON:  

25 Okay.  Next, what I thought we'd
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 1 do, and it's a little bit out of order on

 2 the agenda, but go ahead and bring Antoine

 3 up to give a brief update on the bulk

 4 power -- the Minimization of Bulk Power

 5 Cost Study, what used to be the old RMR

 6 study, if he's here.

 7 MR. LUCAS:  

 8 I'm here.

 9 PRESIDENT ANDERSON:  

10 Oh, there you are.  I'm sorry.

11 I was looking...

12 MR. LUCAS:  

13 Okay.  Well, basically where we

14 are in the study, we're at the point of

15 gathering input data for the models.

16 Transmission topology, that part is pretty

17 well taken care of at this point.  The

18 database for the production cost portion

19 of the model is where we're struggling a

20 bit.  We came in with an assumption or a

21 hope that we would be able to gain that

22 data from the CRA that was used in the

23 CBA, but it turns out there were

24 confidentiality concerns with them

25 providing us that data.  We're able to get
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 1 the information directly from Entergy, but

 2 from third parties, we aren't able to get

 3 that data unless third parties provide

 4 that data to us directly.  Now ABB, the

 5 vendor, does have a database where they

 6 have, you know, estimates of costs for all

 7 other third parties within the Entergy

 8 footprint, but, you know, again, you

 9 always want to get the most accurate data

10 that you can get for the model.  

11 So I think we just need to look

12 at the process of trying to get that data

13 from third parties and look at what the

14 time line may be.  It may put us out so

15 far in the time line that the value may

16 not be there, but we just have to get that

17 to analyze.  And the other piece is

18 working on assumptions for the model and

19 study selection.

20 PRESIDENT ANDERSON:  

21 Do you have at this point any

22 good guesstimate on when we might begin to

23 see results?

24 MR. LUCAS:  

25 Well, the database is the most
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 1 critical piece, and it's really very

 2 contingent on that.

 3 PRESIDENT ANDERSON:  

 4 Okay.

 5 MR. LUCAS:  

 6 As far as the scope of the -- of

 7 the study itself, we're still working out

 8 the details on exactly, you know, how the

 9 study -- how can we get the most value out

10 of the study for the number of cases that

11 we can get under the current contract with

12 ABB.  

13 PRESIDENT ANDERSON:  

14 Okay.

15 MR. LUCAS:  

16 But the database is -- that's

17 the limiting element.

18 PRESIDENT ANDERSON:  

19 All right.  Any questions?

20 (No response.)

21 All right.  Jennifer, if -- I

22 would say don't go too far.

23 MS. VOSBURG:  

24 Thank you, Commissioners.  Just

25 a little bit of history of how this
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 1 presentation came to be.  The stakeholders

 2 were looking and seeing the progress the

 3 E-RSC was making, but at the same time,

 4 looking at the policy of administrative

 5 issues, looking at the cost/benefit

 6 analysis and the 205, and we started

 7 talking about, you know, what are the

 8 issues that are really important to the

 9 stakeholders, and if we had to put our top

10 issues down on the back of a napkin, what

11 would it look like?  And what came out of

12 that was a presentation that we presented

13 to the E-RSC working group in early

14 September that basically went through,

15 here are all the issues that the

16 stakeholders are focusing on, and this is

17 what we want to get back to the basics on

18 for us to move forward and make progress.  

19 We, you know, talked to Sam and

20 it was decided that, you know, this was a

21 presentation that was worthy enough to

22 give to the E-RSC at this meeting.  But

23 we've had a lot of progress that we've

24 made as a Stakeholder Policy Committee in

25 the last month, so we have updated the
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 1 presentation to show all the work that we

 2 have been doing in the last month and the

 3 issues that we'll be working on coming in

 4 the future.

 5 For the backdrop, just to kind

 6 of give you an idea of the thoughts that

 7 we had as we were putting this

 8 presentation together -- and, again, some

 9 of it was from early September and we've

10 updated.  You know, right now we're

11 looking that Entergy has filed for the

12 two-year extension on the ICT agreement.

13 We are pleased to see that now the E-RSC

14 will have the 205 directive authority on

15 the transmission construction projects and

16 cost allocation.  We understand that the

17 cost/benefit analysis and addendum studies

18 were underway.  But that last sentence is

19 what's important.  No matter the next

20 step, there will be a number of years

21 before a major change is made one way or

22 the other, coming out of the CBAs and all

23 of the different dockets.  We have

24 businesses to run now, so it's getting

25 back to the basics about what we should be
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 1 focused on.

 2 As y'all have heard, the

 3 Stakeholder Policy Committee has

 4 restructured itself.  What we looked at

 5 doing was how did we make ourselves the

 6 most efficient use.  Actually, that

 7 September 17th data, I changed out.  We

 8 actually started back in August.  What

 9 we've done is collapsed the ICT working

10 groups.  You used to hear us talk about

11 LTTIWG, NTTIWG, WTTIWG.  We've now

12 collapsed those groups into the

13 Stakeholder Policy Committee.  What we've

14 decided to do is use task force to address

15 specific issues moving forward. An

16 important function is we've created now

17 what's called the SPCCC.  It's four

18 members comprising of -- you have Mark

19 McCulla from Entergy, Bruce Rew from the

20 ICT, Kristine Schmidt was elected to be

21 the E-RSC representative, and the

22 stakeholders have elected me to represent

23 the SPC.  

24 And what the SPCCC -- we're

25 charged with coordinating the activities
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 1 between the different groups, both from

 2 making sure that issues are being

 3 addressed, resources are being handled.

 4 You know, one of the issues -- like, we

 5 didn't want to put -- five different tasks

 6 was all going to pull on the same people

 7 at the same time.  We've got to make sure

 8 that we're all coordinated on what we're

 9 working on and, also, to help set some of

10 the priorities.  So that goes from issues

11 that are coming in through the SPC, issues

12 such as yesterday that the E-RSC has asked

13 the SPC to work on, and how do we function

14 and coordinate to make the most of the

15 different groups.

16 One of the initial goals that we

17 identified as stakeholders were what we

18 called near-term ICT improvements.  Some

19 of these ongoing concerns will be and are

20 being addressed by the restructuring of

21 the Stakeholder Policy Committee.  Some of

22 them will be addressed as we look at

23 enhancements to the ICT and, also, just

24 from the heightened scrutiny that we have

25 with the involvement of the E-RSC and the
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 1 state regulators in watching and

 2 participating in the ICT and Entergy

 3 stakeholder process.  Part of this is

 4 looking at trying to make improvements

 5 about ICT's authority to identify AFC

 6 upgrades, making the ICT more responsive

 7 to stakeholder issues and questions.

 8 Again, what the restructuring of the SPC

 9 has been is to really put the onus on the

10 stakeholders themselves to take charge.

11 We will have the opportunity to run the

12 task force to help set the agendas and to

13 kind of take control of our own destiny.

14 Of course, that also puts the pressure

15 back on the stakeholders.  Step up and do

16 the work, because this is the issues that

17 you want.

18 You've heard a lot of talk about

19 the AFC process, and it's very important

20 to the stakeholders that we improve the

21 transmission service availability.  You

22 know, we are looking at identifying

23 efficiencies and improvements in the AFC

24 generator dispatch assumptions,

25 identifying improvements for modeling
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 1 neighboring transmission systems,

 2 deficiencies and improvements in

 3 sink/source assumptions used to evaluate

 4 available transmission.  Base case

 5 overloads.  You know, there are still

 6 pending amendments at FERC on Attachment C

 7 that have not been addressed for a number

 8 of years yet.  Base case overloads.  Y'all

 9 have heard us talk about base case

10 overloads.  We have spent a tremendous

11 time working on resolutions that we need

12 to pick up, dust off and move forward

13 with.  What the stakeholder process has

14 done now is basically reactivated an

15 existing AFC task force.  

16 Ben, if you'd go to the next

17 page.

18 The AFC task force was something

19 that had existed under the stakeholder

20 process, but due to different changes in

21 personnel and some circumstances, it

22 actually had gone dormant for a while.

23 The AFC task force has reconvened.

24 Stakeholders were asked to identify issues

25 specifically related to AFC.  18 issues
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 1 were originally identified.  What the AFC

 2 task force has been under the process of

 3 doing is taking those issues,

 4 consolidating them and prioritizing them.

 5 And yesterday, at our Stakeholder Policy

 6 Committee meeting, we identified those top

 7 priorities that we're -- the task force

 8 will move forward on.

 9 The next several pages -- the

10 next two pages are basically the list of

11 18 of all the task force issues that were

12 originally identified.  Bullet point No. 3

13 on improved coordination between the

14 tariff administration and reliability

15 coordination processes, these two

16 processes need to be in sync, especially

17 in the day-ahead and operating day time

18 frame.  The purpose is to prevent

19 overselling of the transmission service.

20 That was identified as one of the top

21 priorities for us, as was the next bullet:

22 Speed up the process to incorporate new

23 flowgates in the AFC process so that

24 tariff administrations do not oversell a

25 flowgate in TLRs because the flowgate was
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 1 not included in the AFC model.

 2 On the next page, the number one

 3 issue that the task force is going to move

 4 forward with first is improve the current

 5 official notification time line for new

 6 transmission projects to be placed in the

 7 AFC/ATC calculation process.  Consider a

 8 monthly or as-needed basis.  This could be

 9 distributed to market participants via a

10 defined e-mail list to ensure prompt

11 real-time market notifications.  

12 And, also, the fourth bullet

13 from the bottom:  Improve coordination

14 between real-time operations and the

15 AFC/ATC calculations.  Again, going back

16 to overselling the transmission system.

17 These are the top ones that

18 we're going to be working on first.  The

19 task force is also charged to go and look

20 at the other issues as we prioritize them

21 about issues that are going to take longer

22 to work on so that we can also get moving

23 on those, as well.

24 Transmission service

25 reliability.  Our goal that we identified
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 1 was to reduce the number of TLRs and LAPS

 2 on the Entergy system.  You know, key --

 3 and I know y'all have heard us talk about

 4 this -- is identifying what's causing the

 5 TLRs and the LAPs so we know how to fix

 6 them.  I think, you know, Don did a really

 7 good job yesterday of starting the

 8 process, of starting the work by the

 9 report that he gave on the TLR 5s for the

10 last year.  He has also identified and

11 worked with us.  The stakeholders keep

12 asking for more information about an

13 individual TLR report.  Don has done a

14 good job of flushing out the individual

15 TLR analysis reports per TLR and provided

16 that back to the stakeholders.

17 The -- as you can expect, we

18 have created a reliability task force that

19 will be led by Don Shipley.  At our first

20 meeting last week, we went through the TLR

21 5 analysis report that Don presented

22 yesterday.  We also looked at the new

23 investigative report.  We anticipated that

24 out of Don's four recommendations, that

25 those would be going back to the
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 1 reliability task force.  We'll be working

 2 on those, as well as the two additional

 3 issues that were identified yesterday by

 4 the E-RSC.

 5 The task force is still being

 6 formulated with membership.  Reliability

 7 coordinator is looking for, also,

 8 specific, very technical members who will

 9 go and work to address some of these

10 issues.  But we anticipate by the end of

11 the year we will have all of the list of

12 issues identified, prioritized and well

13 underway.

14 Next slide.

15 Transmission service

16 reliability.  Looking at it from a

17 long-term perspective -- and there's a

18 number of points on this slide.  The time

19 horizon, system impact studies, Attachment

20 T, the still outstanding pending

21 amendments to Attachment D at FERC,

22 sitting there with Attachment C changes.

23 You know, one of the things, you know, we

24 talked about this morning was Attachment K

25 and the economic upgrades and cost
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 1 allocation and how we -- how we look at

 2 going forward with that.  But, you know,

 3 the flip side of it -- and I know the

 4 E-RSC is focused on it -- is cost

 5 allocation and how do you commit to pay

 6 for a supplemental upgrade when the

 7 financial recovery of that is uncertain.

 8 You know, we've had people who have gone

 9 through the process or are in the process

10 now of paying for supplemental upgrades.

11 And I don't know if Tom is willing to kind

12 of talk about some of his experience with

13 it and how this is starting to really come

14 to a head on Attachment T from the

15 stakeholder perspective. 

16 MR. ALLEN:  

17 Thank you.  Tom Allen, GDF SUEZ.

18 This issue came up at the E-RSC work

19 group, and ours was more in the form of

20 questions since I think, to a certain

21 degree, we're a litmus test on this one.

22 Our facility at Choctaw sits in TVA

23 territory.  We had a desire to do a

24 transaction with TVA, which we did.  And

25 we paid for, I believe, the Morton 115 kV
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 1 line to be upgraded, along with the

 2 Florence-South Jackson.  

 3 Now, when I say "we," this is a

 4 three-way.  The work agreement is between

 5 Entergy and TVA.  We're paying TVA, and

 6 TVA is paying for the upgrades.  The

 7 timing of this goes back to '08.  I think

 8 there was a construction agreement in '08,

 9 '09.  Payments were made by us to TVA.

10 And I believe part of the upgrades were

11 completed in '09.

12 Long story short, we made our

13 payments to TVA in early 2010, and the

14 construction was complete, I believe,

15 April 23rd, so something around the tune

16 of 50 megawatts of incremental capacity

17 was added to the system.  Had some

18 discussions with Entergy and with the ICT

19 on the issue, and we remain still just a

20 little bit confused on the process as to

21 who is in charge of what should -- and I

22 say should -- compensation be warranted.

23 There's a long-term piece on the

24 compensation side, and there's a

25 short-term piece, potentially.  And I'm
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 1 not sitting here saying we're due any, but

 2 I do believe we need to take this and make

 3 a process out of this as to how and whom

 4 gets notified of this.

 5 We cannot -- TVA cannot assign

 6 the rights to us per our agreement with

 7 TVA and our transaction till the

 8 accounting has closed out on the -- on the

 9 Entergy side.  Now, from our perspective,

10 we completed our end in April.

11 Electricity flowed so there's been some

12 benefit somewhere, but it's our

13 understanding that one of the reasons TVA

14 cannot get that right to assignment to us

15 is they simply haven't closed their

16 accounting books.  And it's our

17 understanding that it will be first

18 quarter 2011.  I understand processes.  I

19 understand length of processes.  But from

20 an investor perspective, if this was part

21 of the FERC/ICT order, one of the benefits

22 of promulgating transmission expansion,

23 that this model that we currently have in

24 our experience to date isn't one that will

25 promulgate transmission on supplemental
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 1 upgrades.  

 2 So that's sort of the nut of the

 3 story.  I'm not sure when any short-term

 4 compensation model went in place.  We're

 5 not sure if we're going to go back to

 6 April 23rd when we think benefits possibly

 7 began or, at least, the incremental

 8 capacity.  So there's a lot of questions

 9 around the Attachment T.  And specific to

10 this, you know, maybe there's the practice

11 improvements or a redesign we could look

12 at.

13 MR. McCULLA:  

14 This is Mark McCulla.  Just to

15 respond to that a bit, TVA is the one

16 with -- that we have the contract with for

17 the financial flowgate rights on this

18 specific request.  And as Tom points out,

19 we're working with them to understand what

20 information they're looking to get.  And

21 we've talked about, as the SPCCC -- as

22 Jennifer points out, we've talked about

23 putting this type of information --

24 working on this in the system impact study

25 task force.  I don't know if you were
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 1 going to address that at all.  

 2 But we certainly -- I think the

 3 process is working well with the task

 4 forces.  We're getting feedback on what

 5 their issues are, and I think we certainly

 6 need to let that process work through and

 7 see what additional information they think

 8 they need and what we need to provide to

 9 them and work with what we can provide to

10 them.  So I think that process will work

11 through in this task force.

12 MS. VOSBURG:  

13 Just going through, on the

14 transmission planning horizon, which is

15 one of the issues, of course, we

16 identified on the prior page, you know,

17 significant time and work has already been

18 spent on this issue.  We understand that

19 the working group has recommended a

20 five-year horizon.  I mean, I think I

21 should say that some stakeholders support

22 it.  There are other stakeholders who have

23 some concern.  It was a debated issue,

24 even at the Stakeholder Policy Committee,

25 but at this point, knowing going forward
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 1 that in January, I think, is the time that

 2 the E-RSC is supposed to take that up.

 3 Again, we see that as progress, as an

 4 issue being made on one of the -- a

 5 long-standing issue in the planning

 6 horizon.

 7 PRESIDENT ANDERSON:  

 8 Can I -- I think that does need

 9 to be an item on the January agenda, and

10 I'd like to open discussion of what we

11 need presented to us.  I think --

12 borrowing a little bit from the ERCOT

13 attack process, I think what would be good

14 is to have two presenters, one who

15 presents the recommendation for a

16 five-year and what the benefits are and

17 then another presenter who can represent

18 the views of why the five-year is not the

19 correct one and what the alternatives --

20 the recommended alternatives are, whether

21 it's the three-year, seven, ten, you know,

22 whatever, so that I and my colleagues can

23 make an informed decision.  

24 Is that -- does that make sense

25 to you, Paul or Jimmy or Brandon or
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 1 Councilmember Morrell?  Because I think

 2 we -- in order to vote, I think we've got

 3 to be able to, I think, have the issue

 4 framed for us.

 5 MR. BRIGHT:  

 6 In January?

 7 MR. LOUDENSLAGER:  

 8 Yes.

 9 SECRETARY SUSKIE:  

10 And I think in January, unless

11 at the January meeting the decision is

12 made to defer it to the next meeting, the

13 actual vote.  But at the very least, the

14 other alternative would be to have the

15 information prepared in written -- written

16 form and submitted to us in advance with a

17 shorter -- you know, say by the first or

18 second week in January, with then a

19 shorter presentation summarizing it made

20 by each of the proponents.  You know, have

21 one document that just -- a longer

22 document that we can read with a little

23 more -- a little more time and then a

24 shorter summary presentation prepared.

25 And I'm indifferent as to which
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 1 approach...

 2 MS. VOSBURG:  

 3 Commissioner Anderson, the SPC

 4 will work with the working group to get

 5 something that's satisfactory.

 6 PRESIDENT ANDERSON:  

 7 Okay.  Great.

 8 MS. VOSBURG:  

 9 Next slide.  

10 As Mark mentioned, we have

11 created a system impact study task force.

12 What has gone on so far is the members

13 have submitted issues, very detailed

14 issues, regarding the system impact

15 studies, the problems that we've seen.

16 Where we are right now after yesterday's

17 SPC meeting, the ICT and Entergy has

18 committed to answer the questions that are

19 contained within the issues list.  A lot

20 of those, you know, go to the issue that

21 Paul -- Tom raised about getting the

22 process for getting the financial

23 compensation.  Ben Roubique is going to be

24 leading the system impact study task

25 force.
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 1 The next one, two, three,

 2 four -- four pages are all the issues that

 3 have been raised, and I don't plan on

 4 going through -- five pages -- in the

 5 system impact study task force.  These are

 6 very granular questions about the process.

 7 What Ben did for us was to break them down

 8 into categories that cover topics of

 9 system impact study reports, cost

10 estimates, modeling, study process, the

11 coordination between the system impact

12 study and facility studies, and also an

13 important issue dear and near to my heart,

14 which is financial flowgate rights, FFRs.  

15 Kind of similar to Tom's

16 experience, you know, from NRG, when we

17 submit in system impact studies, we're

18 getting reports back that identify that

19 FFRs have to be calculated.  What we have

20 asked for and it is contained within the

21 task force is what is that process; how do

22 you identify what those FFRs; what's the

23 time line?  From our perspective is how do

24 you go and confirm a transmission service

25 request when you don't know what the
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 1 numbers are.  If you can't tell us how

 2 much we're going to be paying, you can't

 3 tell Tom how much he's going to be

 4 receiving.

 5 So those are the issues that we

 6 have put in through the system impact

 7 study task force to get the results, to

 8 see what the answers are.  And, again,

 9 knowing that this is a task force and if

10 we're not getting the answers that we

11 need -- and we're going to have specific

12 time frames put into it.  Like I said,

13 Entergy and ICT has to come back with us

14 first within the next two weeks.  Then we

15 can escalate those issues out.  Again,

16 these are -- these are a lot of very

17 detailed questions.  I'll highlight -- 

18 If you go down to page 17, Ben.

19 One, two, three, four -- four

20 points down.  I think y'all heard me ask

21 the question to Entergy earlier about when

22 they were doing the economic studies, that

23 when they ran the model with the upgrades

24 in it, you know, it identified, wow, this

25 actually fixed this other upgrade -- this
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 1 other problem that we were having.  One of

 2 the issues raised in the SIS task force

 3 is, you know, when the ICT has the base

 4 plan upgrades, those models -- those

 5 should actually be included in the system

 6 impact study models so that you can

 7 evaluate the long-term service request to

 8 make sure -- because right now what

 9 they're doing is those base plan upgrades

10 are not actually included in the models

11 when they're running to see if you can

12 sell service.  They're doing

13 after-the-fact analysis.  Well, if you put

14 them in the models to run, you might be

15 able to see that you get a greater benefit

16 and impact is more.  So these are the

17 types of granulary issues that the task

18 force is going to be working on.  As you

19 can tell, we have a lot of work to do.

20 Keep going, Ben.

21 Cost allocation.  Of course,

22 cost allocation is a huge issue for the

23 stakeholders.  Just some bullet points as

24 the E-RSC moves forward with y'all's new

25 authority on cost allocation.  We need a
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 1 system that encourages investment.  It's

 2 hard to invest when you don't know what

 3 you're going to have to be paying or

 4 recovering.  You need to determine the

 5 cost allocation on a project-by-project

 6 basis is not efficient and may be

 7 considered even discretionary.

 8 You've got to address the base

 9 case overloads.  Base case contingency

10 overloads cause a fundamental problem in

11 the system.  Upgrades identified should be

12 only those required due to the requested

13 interconnection or transmission service.

14 Common sense says that those costs should

15 be in line with what's requested, not

16 $7 million a megawatt.  

17 Address the planning horizon;

18 and E-RSC is taking steps forward on that.

19 Address the modeling problems; the AFC

20 task force will be taking a lead on those

21 issues.  And putting certainty into

22 Attachment T, if Attachment T continues to

23 exist, so that it's clear and not

24 subjective as to how a party funding

25 upgrades has financial recovery
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 1 opportunities.  The SPC looks very much in

 2 favor and forward to working with the

 3 E-RSC on cost allocation issues.  

 4 In conclusion, SPC is going to

 5 seek progress on these fundamental issues.

 6 Status quo and waiting another four years

 7 is not acceptable.  Wait and see is also

 8 not acceptable for us.  So we're not going

 9 to sit back to see what the final outcome

10 of joining the RTO or not.  We still have

11 to conduct our business.  The more

12 improvements that we can make now, the

13 better off we all are.  And then, again,

14 we commit to work with the E-RSC, the

15 working group, the ICT and Entergy.  It's

16 going to take all of us working together

17 to accomplish these goals.

18 PRESIDENT ANDERSON:  

19 Any questions?

20 SECRETARY SUSKIE:  

21 I have a question.  It goes to

22 the issue Tom Allen raised, as well as the

23 uncertainty of Attachment T.  So if

24 somebody funds a supplemental upgrade,

25 what does the tariff currently say in
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 1 regards to if they ever can recover some

 2 of those costs for others that use that

 3 upgrade?

 4 MR. ALLEN:  

 5 I think it would be best if the

 6 ICT answered that -- tariff administrator.

 7 SECRETARY SUSKIE:  

 8 Bruce, all eyes are on you.

 9 MR. REW:  

10 If the transmission customer

11 funds a project, then they're eligible

12 for -- to receive credits under Attachment

13 T.  And this is the process where you

14 evaluate the impacts of it, and they'll

15 receive credits for it over time as other

16 transmission customers use that.

17 SECRETARY SUSKIE:  

18 And is that currently happening?

19 MR. REW:  

20 I'm not aware of us actually

21 having that up and running.  I mean, the

22 process is being developed for that.

23 SECRETARY SUSKIE:  

24 Well, doesn't it take

25 supplemental upgrades actually being 
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 1 built --

 2 MR. REW:  

 3 I'm sorry.  Yes.  The

 4 supplemental process -- yes.  And that's

 5 like Tom Allen's example of the TVA

 6 project that was constructed, and that

 7 would be eligible for the compensation

 8 under Attachment T.

 9 MR. McCULLA:  

10 It is happening.

11 SECRETARY SUSKIE:  

12 Is there any way at some point

13 we could -- somebody could explain how the

14 process works, who made an upgrade and, as

15 a result, how they were compensated?

16 MR. McCULLA:  

17 Yeah.  And the stakeholders have

18 teed up a number of questions through the

19 SIS task force.  And one of the things we

20 talked about in the SPC meeting yesterday

21 was for us to work with the ICT -- for

22 Entergy to work with the ICT over the next

23 couple of weeks and work on responding to

24 those questions.  And I think once we

25 respond to those questions, we'll have
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 1 some clarifying answers for your

 2 questions, as well.  I think if we could

 3 satisfy the stakeholders that we're

 4 answering their questions, I think it will

 5 help you, as well.

 6 SECRETARY SUSKIE:  

 7 Thank you.

 8 MS. VOSBURG:  

 9 And, Commissioner, at the last

10 Dallas working group meeting, we had a

11 very detailed discussion about this.  I

12 think, Kristine, it might have been when

13 you and Nora made a request about getting

14 a schematic about exactly how the process

15 is going to be worked.  And that's what a

16 lot of the questions that are teed up in

17 the system impact study -- it's show us

18 the process, show us the writing, how is

19 it going to get done?  Because as you go

20 forward, you know, he's already paid and

21 trying to figure it out.  I'm trying to

22 move forward with the transmission

23 business of confirming service without

24 having to write a blank check.  So getting

25 that detail and getting it done quickly.
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 1 Because at this point, you know, if you're

 2 looking at the system impact study cue,

 3 it's really hard to get service if you

 4 don't know what the process is.

 5 SECRETARY SUSKIE:  

 6 Okay.  I would just like to add

 7 a comment.  As we move forward, I don't

 8 know what we'll call this new paradigm of

 9 the ICT, whether it's an enhanced ICT or

10 what.  I mean, I think it's going to be

11 critical that the stakeholders carry a lot

12 of load.  And a lot of the concerns that

13 y'all have raised, I think, has come to a

14 level of concern for your retail

15 regulators.  I can't speak for FERC, but I

16 would assume FERC, as well.  And I think

17 to make this be a success and this

18 enhanced ICT, if that's what we'll call

19 it, or whatever this new paradigm is, for

20 it to work and make improvements is going

21 to take a lot of folks putting time, money

22 and effort into it.  And I'd encourage

23 y'all to do it and I welcome your

24 involvement.  I think the challenges and

25 the problems people have raised are broad
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 1 and wide, and as a result, I highly,

 2 highly encourage y'all's input and work on

 3 these issues.  I think you can see, I

 4 think the state regulators are dedicated

 5 to help work to resolve these problems in

 6 a fair manner, and I believe we've got the

 7 support of the Federal Energy Regulatory

 8 Commission.

 9 PRESIDENT ANDERSON:  

10 And let me add that one of these

11 points from one of the presenters talked

12 about that we really, it seems to me

13 anyway, move away from this determining

14 cost allocation on a case-by-case -- or,

15 rather, project-by-project basis.  That's

16 a recipe for no investment.  We've got to

17 come up with a process that treats the

18 Entergy system as a whole, as a public

19 highway, if you will, that all -- and that

20 the Entergy system actually treats all the

21 users as their customers, and, in turn,

22 the system gets compensated by all the

23 users in a fair and equitable manner.

24 Now, obviously, that's easier said than

25 done.  But that's, I think, the job for
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 1 the E-RSC going forward.  Any other -- any

 2 other solution, it seems to me, will

 3 result in no real changes.  But I think

 4 we've really -- and, obviously,

 5 ultimately, if the system goes to an RTO

 6 as a whole, that problem is largely

 7 resolved, because it would -- you would

 8 use whatever the approach is in the

 9 particular RTO.  But that's really, I

10 think, the crux of the issue before us

11 moving forward is, unless we decide as a

12 committee that we really do have to treat

13 the system almost as a separate utility

14 with all the users of the system being

15 treated as customers, then we're just not

16 going to make any -- any progress.  And I

17 think, ultimately, if it's properly done,

18 all the users will, by and large, benefit

19 in a more reliable system and in a more

20 cost-effective system.

21 SECRETARY SUSKIE:  

22 Agreed.

23 PRESIDENT ANDERSON:  

24 Any other questions or comments

25 for Jennifer or for us?  
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 1 (No response.)

 2 Well, I look forward to working

 3 on this moving forward.  I think the last

 4 item on the agenda -- and it is a -- it is

 5 a doozy.  We spent a good part of half a

 6 day in Austin on this, so, obviously,

 7 we'll have to -- what we may end up doing

 8 is starting it today but continuing the

 9 discussion at other meetings -- is the

10 presentation by Entergy of their proposal

11 to replace the system agreement with the

12 CODA.

13 SECRETARY SUSKIE:  

14 Mr. Hurstell, I assume you know

15 this presentation very well by now.

16 MR. HURSTELL:  

17 Yeah, I can do it without

18 looking at it, probably.  We've -- like

19 you said, we had about five hours of

20 material, but we've really scaled it back.

21 So I think we can get done with this

22 probably in a half-hour or so.  But I

23 think you're right, Commissioner.  We may

24 have to come back to it later.  But I also

25 want to clarify one thing is that -- and
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 1 I'll get to it in the presentation, but

 2 let me address it up front -- is I don't

 3 know if I would characterize this as this

 4 is our proposal for moving forward.  It

 5 is -- it is our proposal should we decide,

 6 as all the operating companies, that it's

 7 in the best interest of our ratepayers to

 8 stay as a coordinated companies.  So we

 9 still have a lot of analysis to do on the

10 SPP option, the MISO option and so on.

11 All right, Ben.  You want to --

12 okay.

13 PRESIDENT ANDERSON:  

14 Those are all fair points, and

15 you made the same points before the Texas

16 Commission, so I should have included

17 those.

18 MR. HURSTELL:  

19 That's okay.  That's okay.  Just

20 as a general overview, the one thing that

21 we're absolutely certain about is that

22 come December 2013, EAI will cease

23 participating in the system agreement, so

24 something has to be done.  This isn't a

25 case of we're considering doing something.
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 1 Something has to be done.  And among the

 2 operational options available to the

 3 operating companies is to participate in a

 4 successor arrangement.  Now, the purpose

 5 of today's presentation is to talk about

 6 the principles that we use to develop what

 7 a successor arrangement may look like and

 8 to talk about the results of our initial

 9 analysis.  And as I said earlier, there's

10 no intent to imply that this successor

11 arrangement we are discussing now is the

12 only or best option available to the

13 operating companies.  There's still plenty

14 of work that needs to be done on all the

15 options available.

16 Ben?

17 Okay.  So what I'm going to do

18 this morning is just review some of the

19 key principles that drove the development

20 of the successor arrangement, an overview

21 of the cost allocation process that's used

22 in the successor arrangement on an

23 after-the-fact basis, review some of the

24 assumptions we used in the initial

25 analysis, and then show the results of the
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 1 initial analysis.

 2 Okay.  The key principles are:

 3 We wanted to exclude any provision from

 4 this agreement that would result in rough

 5 production cost equalization.  That was an

 6 absolute requirement if we were going to

 7 have a six-company system.  Second, we

 8 wanted to achieve -- continue to achieve

 9 the benefits of a joint economic dispatch,

10 to have a six-company system versus a --

11 the balkanization of the operating

12 companies.  We wanted to make sure we

13 continued to receive those benefits.  And,

14 third, we wanted to retain transmission

15 equalization and the treatment of the

16 operating companies as a single network

17 load.  We think that made sense, as well.

18 And the document we've come up with that

19 we think achieves these objectives is the

20 CODA; Commitment, Operations and Dispatch

21 Agreement.  And we've sent out -- like

22 Commissioner said, we've made this

23 presentation now in every jurisdiction.

24 Every jurisdiction has copies of the

25 document itself and really a more expanded
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 1 version of this presentation.

 2 Okay.  The -- I'm just going to

 3 walk through the key principles.  We want

 4 to eliminate the rough production cost

 5 equalization through what we call

 6 voluntary coordinated planning.  The FERC

 7 and the court decisions related to RPCE

 8 are premised on the mandatory centralized

 9 decision-making used under the system

10 agreement.  That is, it's the system that

11 makes the decision on what resources get

12 added, not each individual operating

13 companies.

14 So under CODA, the individual

15 operating companies will make their own

16 decisions regarding what resources they

17 add to their mix.  But every year, every

18 operating company has to bring enough

19 resources to the table to meet their load

20 plus their share of the system's reserves.

21 Under the system agreement, an operating

22 company could be short and rely on the

23 reserves of the other operating companies.

24 The planning and procurement may

25 still be carried out under a
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 1 centralized -- a shared services staff,

 2 but doesn't have to be.  Each operating

 3 company can make their own decision.  Some

 4 operating companies may want to have their

 5 own system planning staff.  Others may

 6 want to use a central staff.  And the

 7 operating companies can work together to

 8 go in jointly on acquiring new resources.

 9 They're not required to, but they're

10 allowed to.  And there's probably

11 incentives for them to do that.  

12 Ben?

13 So the second principle was we

14 wanted to achieve the benefits of joint

15 economic dispatch.  So the idea is, after

16 each operating company acquires their own

17 resources and enough resources to meet

18 their load plus their reserves.  In, say,

19 the current year, they turn those

20 resources over to the system dispatch.

21 And the system dispatcher dispatches

22 those -- commits and dispatches those

23 resources to produce the lowest cost for

24 the entire system without regard to

25 ownership.  Now, and once you do that,
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 1 you're going to have some operating

 2 companies that have to buy energy from

 3 other operating companies.  Now,

 4 because -- that's a result of joint

 5 economic dispatch.

 6 So on an after-the-fact basis,

 7 the cost produced by that systemwide

 8 dispatch are allocated among the operating

 9 companies, which is exactly what happens

10 right now.  The only difference is that

11 that cost allocation procedure has to

12 support the premise of voluntary

13 coordinated planning.  And we're going to

14 get to that -- what we mean by that in a

15 second.

16 All right.  Do you want to go to

17 the third?

18 And, again, the third principle

19 was retain transmission equalization and

20 treatment as a single network load.  We

21 don't see any situation really where the

22 operating companies don't continue to

23 plan, construct and operate the

24 transmission system as a single entity.

25 We see the cost of transmission continues



   327

 1 to be -- will continue to be equalized

 2 with one exception, and that is, because

 3 each operating company is responsible for

 4 adding their own resources, any cost to

 5 add a resource as a network -- as a

 6 network resource has to be borne by the

 7 operating company that's adding the

 8 resource, and that's different than the

 9 way it works right now.

10 And we see the benefits of the

11 CODA are that it provides autonomy to each

12 operating company.

13 PRESIDENT ANDERSON:  

14 I want to make sure I understand

15 on this last bullet point.  I'm on the

16 prior -- the prior page, retain

17 transmission equalization.  So, basically,

18 each operating company would in effect

19 sort of have to revert -- or it would

20 almost be a form of participant funding?

21 MR. HURSTELL:  

22 That's exactly what it would be.

23 PRESIDENT ANDERSON:  

24 If you, for -- if they were

25 doing their analysis -- and let's say in
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 1 Texas, ETI -- and needed additional

 2 resource, which you probably would, and

 3 they'd have to do the analysis of is it --

 4 what's more cost-effective?  Is it cheaper

 5 to build or to procure from an IPP?  But

 6 with respect to either, then to get access

 7 to the transmission system, you have to --

 8 have to pay for whatever upgrades are

 9 necessary.  I suppose it would be -- it

10 would be participant funding, that the

11 local company would -- in order to access

12 the system, would have to -- unless we

13 change the methodology and the -- and all

14 that under our -- if we get the authority

15 from FERC, they'd be treated like any

16 other -- any other customer, you know,

17 seeking transmission service.

18 MR. SCHNITZER:  

19 Yes, Commissioner Anderson.  The

20 tariff today -- this is Michael Schnitzer.

21 I'm sorry.  The tariff today treats any

22 upgrades required to qualify a new network

23 resource, whether it's on Entergy's behalf

24 or any other network customer, as a

25 supplemental upgrade.  And so right now
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 1 the combination of the tariff and the

 2 existing system agreement would allocate

 3 those supplemental upgrades to the system

 4 subject to MSS2 equalization whether they

 5 were above 230 kV or not.  And what's

 6 being talked about here is in the context

 7 of voluntary coordinated planning,

 8 assuming, as you just said, that

 9 Attachment T continues to govern the

10 circumstance, but instead of those

11 upgrades being allocated to the system,

12 they would be allocated to the requesting

13 company, if you will.

14 PRESIDENT ANDERSON:  

15 It would be treated as a

16 supplemental upgrade.

17 MR. SCHNITZER:  

18 They're supplemental in both

19 cases.  It's just whether they're

20 supplemental to the system -- to the

21 operating companies, excuse me,

22 collectively or supplemental to an

23 individual operating company.  That's the

24 change.

25 PRESIDENT ANDERSON:  
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 1 Thank you.  

 2 Continue.  Sorry.

 3 MR. HURSTELL:  

 4 Okay.  All right.  We can see

 5 the potential benefits are that the --

 6 that each operating company has the

 7 autonomy to add the resources that they

 8 believe are in the best interest of their

 9 customers, but it doesn't preclude

10 operating companies from planning together

11 if that's what they decide is in their

12 best interest.  We preserve the

13 opportunities to achieve economies of

14 scale in joint economic dispatch.  We

15 allow all the operating companies to

16 continue to obtain the benefits of that

17 dispatch, and we allow the operating

18 companies to retain the benefits of lower

19 capacity reserve requirements.  If you

20 have a bigger system, there's lower

21 reserve requirements, and each operating

22 company starts acting individually.

23 What changes?  The changes

24 between the CODA versus the current system

25 agreement.  The CODA would have no RPCE
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 1 requirement, that each operating company

 2 determines its own resource mix based on

 3 its own economics.  The cost of

 4 flexibility that we've talked about so

 5 much is now determined and allocated among

 6 the operating companies.  The pricing of

 7 the economy energy exchange -- that's the

 8 exchange between the operating

 9 companies -- is done at hourly avoided

10 cost instead of at average cost.  There

11 are no more reserve equalization payments.

12 The reserve equalization payments, that's

13 the mechanisms that the short companies

14 use to compensate the long companies.  No

15 more of that.  Everybody has to bring

16 their own generation.  And then the costs

17 associated with qualifying new long-term

18 network resources are borne by the

19 operating companies.

20 Okay.  The -- I want to talk

21 about now the cost allocation after joint

22 economic dispatch.  The CODA's cost

23 allocation method must complement

24 voluntary coordinated planning.  In order

25 for that to be -- the VCP to be effective,
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 1 then each operating company must retain

 2 the benefits or burdens of its generation

 3 decision.  And the pricing for the energy

 4 exchanged among the operating companies is

 5 the only way to send that pricing.

 6 You know, basically what we're

 7 saying here is that, if an operating

 8 company makes a wise decision, and that

 9 generator, it becomes very valuable, then

10 the value of that decision has to stay

11 with the operating company that made it.

12 It can't flow to the other operating

13 companies, because then the company that

14 made the wise decision is not reaping the

15 benefits of it.

16 So the CODA uses two energy

17 exchanges to achieve the objective of

18 supporting voluntary coordinated planning,

19 and that's the flexible energy exchange

20 and the economy energy exchange.  For

21 those of you who sat through some of the

22 presentations within the jurisdictions

23 know that we can go on all day probably on

24 the flex exchange, but we're just going to

25 cover it at a very high level here.  
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 1 The energy and costs associated

 2 with the flexibility requirements of the

 3 system are allocated among the operating

 4 companies in order to compensate the

 5 operating companies for the services they

 6 provide.  And as you might imagine, the

 7 burden of flexible capability is not

 8 shared equally or proportionately among

 9 the operating companies.  So the way we do

10 this is each hour the flexibility

11 requirements of the system is calculated

12 and allocated to the operating companies

13 based on their contributions to those

14 requirements.  In other words, if an

15 operating company has a lot of QF put,

16 then they're going to have more of the

17 burden assigned to it.  The flexibility

18 provided by each of the operating

19 companies is then calculated in every

20 hour.  And then we do a match and say

21 those operating companies that provide

22 less flexibility than they need are

23 considered short.  Those operating

24 companies that provide more flexibility

25 than they need are long.  So now what we
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 1 do is we exchange the long and short --

 2 exchange flexibility among the long and

 3 short companies.  And then this allows us

 4 to, you know, achieve the principle of

 5 allowing companies that provide the

 6 flexible capability to get properly

 7 compensated for it.  

 8 Can we go to the next slide?

 9 SECRETARY SUSKIE:  

10 I've got a question on that one.

11 Could you go back and explain which

12 companies have the flexible generation and

13 which companies have the QFs and how that

14 interrelates to how the costs will be

15 allocated?

16 MR. HURSTELL:  

17 Sure.  The first thing you look

18 at is flexibility requirement.  And we

19 measure the flexibility requirement by

20 looking at the daily load swing, the QF

21 put, and then each operating company's

22 share of the reserve requirements of the

23 system, the operating reserve

24 requirements.  So, for example, EMI has no

25 QF put.  So in that category, they have
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 1 zero -- they place zero burden on the

 2 system for that -- the QFs; whereas ELL

 3 has probably -- may have 1,000 megawatts

 4 of QF put in a particular hour.  So they

 5 get assigned that share of the burden.  So

 6 if it was just those two companies, then

 7 ELL's burden would -- I mean

 8 responsibility for flexibility would be

 9 much higher than Mississippi's, because

10 then the other thing we look at is the

11 difference between the load swing between

12 the min and the max.  ELL has a large

13 industrial base, so the difference between

14 their minimum load and maximum load on a

15 percentage basis is much smaller than

16 EMI's, which has very little industrial

17 base.  So their min to max is going to be

18 much higher on load swings.  So when you

19 do that, that determines the requirements.

20 Now, then you've got to look at

21 the second part of the equation as to how

22 much flexible capability a company brings

23 to the table.  And there are some hours

24 when EMI may have no flexible capability

25 operating, and ELL may have significantly
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 1 more than they need.  So even though ELL

 2 may have a higher flexible capability

 3 requirement, it could be supplying that

 4 and more.  So it would be a long company,

 5 and EMI would be the short company.  So we

 6 have to take the cost of ELL's flexible

 7 capability and assign that to EMI.

 8 Does that help?

 9 SECRETARY SUSKIE:  

10 Okay.  Well, I mean, let's get

11 down to the jurisdictions.  Which

12 jurisdictions have the QF put, and which

13 jurisdictions have the flexibility

14 requirement?

15 MR. HURSTELL:  

16 ETI, EGSL and ELL primarily have

17 the QF put.  Those three jurisdictions

18 also have the larger industrial bases, so

19 their swing from min to max on loads is

20 going to be smaller proportionately than

21 the other operating companies.  EAI has

22 some QF put.

23 SECRETARY SUSKIE:  

24 One.

25 MR. HURSTELL:  



   337

 1 Yeah.  I think it's about

 2 200 megawatts.

 3 SECRETARY SUSKIE:  

 4 Yeah.

 5 MR. HURSTELL:  

 6 So then you also have a larger

 7 load swing than ELL or EGSL on a

 8 proportional basis because you don't have

 9 as much industrial load.  Now, when it

10 comes to the flexible capability that you

11 supply, EAI supplies flexible capability

12 primarily through the coal units.  ELL and

13 EGSL have a whole host of gas-fired

14 generators that we use to provide flexible

15 capability.  ENLI has Michoud 2 and

16 Michoud 3; and EMI has Baxter Wilson 1,

17 Gerald Andrus and Attala.  

18 But it's not enough just to have

19 the generation.  The generation has to be

20 operating in an hour.  So there are plenty

21 of hours -- I'll just pick on EMI -- when

22 they don't have any of those units

23 operating.  They're not operating because

24 that's not the lowest cost option to meet

25 the requirements of the system.  So in
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 1 that hour, they're going to be buying

 2 flexibility from other operating

 3 companies.  But it's not necessarily a bad

 4 thing to be buying flexibility from an

 5 operating company.  It means that you were

 6 able to get it at a lower cost than

 7 running -- the system could acquire that

 8 flexibility at a lower cost by running

 9 ELL's units than by running EMI's units.

10 So EMI -- if we had run EMI's units, EMI's

11 cost would have been higher.

12 COUNCILWOMAN HEDGE-MORRELL:  

13 What's the impact on ENO?

14 MR. HURSTELL:  

15 In ENO -- well, we're going to

16 talk about it, but in ENO -- what happens

17 now -- and I know how you feel about

18 Michoud, but, in essence, what this is

19 saying now is that, to the extent that

20 ENOI needs flexible capability, they're

21 going to have to buy flexible capability

22 either from someone else or run their own

23 flexible units.  And that's exactly what

24 we're trying to achieve, is that we are

25 taking the burden of flexible capability



   339

 1 and allocating it among the operating

 2 companies.

 3 COUNCILWOMAN HEDGE-MORRELL:  

 4 What's the impact on the

 5 customer?

 6 MR. HURSTELL:  

 7 The customer -- the total cost

 8 of the system hasn't changed.  It is -- we

 9 have the need for flexibility right now.

10 But what happens right now essentially is

11 that ELL bears a disproportionate share of

12 the cost of flexible capability, because

13 they have Ninemile 4 and 5 -- Ninemile 3,

14 4 and 5, Little Gypsy 1, 2 and 3,

15 Waterford 1 and 2.  All those units are

16 running frequently, and they're running at

17 relatively low levels.  That's to provide

18 flexibility.  So those units are operating

19 at low levels and incurring high costs.

20 Then when it comes time to allocate energy

21 under MSS-3, ELL is still short energy.

22 So not only do they retain all the cost of

23 that flexible capability, but if ENOI is

24 long, then they're going to take their

25 Michoud costs and push those to ELL, as
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 1 well.  So ELL ends up paying the cost of

 2 flexibility for the entire system.  And

 3 that's what we're saying.  We need to

 4 recognize that all the operating companies

 5 need to bear some of the cost of

 6 flexibility.  And we're going to see the

 7 results of that in just a minute.  

 8 MR. BOOTH:  

 9 John?

10 MR. HURSTELL:  

11 Yeah, Bill.

12 MR. BOOTH:  

13 How does this change in an RTO

14 environment that has day-ahead and

15 real-time markets?

16 MR. HURSTELL:  

17 Well, I think if you go to a

18 day-two market, I don't know if we need

19 the CODA to do this cost allocation,

20 because the day-two market will provide

21 the cost allocation.  And the day-two

22 market is going to handle this situation

23 more with uplift ancillary service

24 charges.  I mean, you're still --

25 MR. BOOTH:  



   341

 1 As in operating reserve?

 2 MR. HURSTELL:  

 3 I'm sorry?

 4 MR. BOOTH:  

 5 As in operating reserve?

 6 MR. HURSTELL:  

 7 Yeah, yeah.  You're still going

 8 to have these costs.  If we go to a

 9 day-two market, it's not going to -- if we

10 get rid of the QF, then you don't have to

11 have as much flexibility, but you still

12 need to have flexibility, and the RTO is

13 going to assign the costs some kind of

14 way.  We're just doing it this way in the

15 CODA.  

16 MR. BOOTH:  

17 Well, the RTO is going to

18 optimize the dispatch so that the lowest

19 cost units available that aren't supplying

20 energy will be supplying this operating

21 reserve, right?

22 MR. HURSTELL:  

23 Well, that's we do now.  We do

24 the same thing.

25 MR. BOOTH:  
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 1 But you're doing it just from

 2 the perspective of Entergy units?  Are you

 3 looking outside Entergy's units to provide

 4 these reserves?

 5 MR. HURSTELL:  

 6 Well, when we get offers, yeah.

 7 When merchants make us offers that provide

 8 flexibility, that's what we do in the WPP.

 9 We do it in the monthly RFP.  We do it

10 daily.  Yeah.  We don't just limit

11 ourselves to resources that we own.  It's

12 resources that are made available to us.

13 MR. SCHNITZER:  

14 Michael Schnitzer.  Now I'm on.

15 Okay.  Bill, I just -- I think what John

16 said in his answer to you, and I'm not

17 sure, based on your follow-up question,

18 you heard it exactly.  It's not just

19 ancillary service markets; it's also

20 uplift.  You should think about this

21 flexibility exchange as handling the sum

22 of those two.  You know, sort of -- it's

23 what would be operating reserve issues but

24 also uplift payments for units that were

25 needed to meet the system swings which did
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 1 not receive otherwise full compensation

 2 through the energy ancillary service

 3 markets.  Both of those concepts in the

 4 RTO are embedded in the flexibility

 5 exchange.

 6 MR. HURSTELL:  

 7 Okay.  Let's --

 8 MR. BOOTH:  

 9 One last question?  

10 MR. HURSTELL:  

11 Sure.

12 MR. BOOTH:  

13 What role does the CODA play if

14 Entergy actually joins an RTO as a single

15 unit?

16 MR. HURSTELL:  

17 I'm not sure the CODA plays any

18 role then.  It doesn't have to be thrown

19 away, but I'm hard-pressed to think of a

20 reason why you would retain the CODA when

21 you have a way to allocate costs among the

22 operating companies by using the day-two

23 pricing.  So I don't want to just sit here

24 and say we definitely won't have the CODA,

25 but I don't know of any reason why we
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 1 would.

 2 MR. BOOTH:  

 3 Thank you.

 4 MR. SCHNITZER:  

 5 And, John, it's not just the

 6 cost allocation benefit; it's the joint

 7 commitment dispatch that you get out of

 8 the day-two market that doesn't need the

 9 CODA.

10 MR. HURSTELL:  

11 Exactly.  Exactly.

12 SECRETARY SUSKIE:  

13 What if some jurisdictions stay

14 together and some leave?  Is there going

15 to be a CODA among a few jurisdictions or

16 operating companies?

17 MR. HURSTELL:  

18 Well, let's just -- if we start

19 with Arkansas, if Arkansas leaves, then --

20 and Arkansas -- and we don't go to RTO,

21 everybody stays in the modified ICT, then,

22 of course, Arkansas doesn't need a CODA

23 because it's on its own.  Then two years

24 later, Mississippi leaves.  Then if

25 Mississippi and Arkansas want to operate
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 1 as a joint entity, they're going to need

 2 some sort of agreement.  Whether CODA is

 3 the right thing, that's, I guess, still to

 4 be debated.  But they're going to need

 5 some sort of arrangement.  Because,

 6 remember, absent a CODA, then EAI will not

 7 be able to transact with -- or do a joint

 8 dispatch with other operating companies

 9 because we have no way to exchange energy.

10 We need a FERC-approved tariff to exchange

11 energy.  So if EAI and EMI decide to go

12 together, then they would need some type

13 of CODA to operate together.

14 Okay.  This is just a simple

15 example of the flex exchange -- and I'm

16 just using a two-company system -- where

17 we measure the flexibility required and we

18 compare the flex required to flex supply,

19 and operating company 1 is long

20 200 megawatts, while operating company 2

21 is short 200 megawatts.  In this exchange,

22 it's important that we define the cost

23 because we will allocate from the highest

24 cost to the lowest cost.  

25 So if you'd go to the next
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 1 slide, Ben.  

 2 We take that highest cost

 3 flexible capability and we assign it to

 4 the short company.  But, remember, is that

 5 the reason why that resource that's

 6 allocated over was operated was because it

 7 was the lowest cost option available to

 8 the system.  It's not a case of operating

 9 company 2 had some cheaper source of

10 flexible capability that could have

11 operated.  It didn't.  If it would have

12 had a cheaper source, we would have

13 operated that one.  But the important

14 thing is, is that we exchange that energy

15 at the highest cost of the long company.

16 So the issue then for operating

17 company 2 is, when it does its long-term

18 resource planning, should it go out and

19 seek new sources of flexible capability

20 and avoid purchases in the flex exchange?

21 And I'll tell you, our initial look at

22 this is that, generally, that's not the

23 case.  It's not worth going out and buying

24 capacity just to avoid purchases in the

25 flex exchange.  That's not going to be the
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 1 primary driver of resource decision.  It's

 2 going to be the overall impact.  

 3 Yes, Bill.

 4 MR. BOOTH:  

 5 So let me see if I understand

 6 this.  You have the long company, and it's

 7 got three units that it's not using to

 8 serve its load, and one unit is priced at

 9 $60, and one unit is priced at $70, and

10 one unit is priced at $80?  

11 MR. HURSTELL:  

12 Yes.

13 MR. BOOTH:  

14 If it dispatches the $60 unit to

15 provide the flexible capability, is the

16 $60 unit used to price the flexible

17 capability?  

18 MR. HURSTELL:  

19 No.

20 MR. BOOTH:  

21 Or is it the $80 unit?

22 MR. HURSTELL:  

23 Well, let's get straight on some

24 terms.  First of all, it's not the

25 operating company that's committing the
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 1 units; it's the system.  So the system is

 2 going to commit and dispatch units that

 3 produce the lowest cost for the whole

 4 system.  So now we're allocating the

 5 resources that resulted in the lowest cost

 6 for the system.

 7 Now, the particular operating

 8 company -- say, in this case, operating

 9 company 1 is long, so it had a resource

10 that is committed.  It has three resources

11 that are committed at 60, 70 and 80.  So

12 those units were committed and were

13 operating.  Now, after the fact, we looked

14 and see that they didn't need two of those

15 units; they only needed one.  Well, it's

16 going to get to keep its lowest cost

17 option, and it's going to sell the higher

18 cost option to the other operating

19 companies.  Because in that case, the

20 other operating companies, their cost to

21 get the flexibility may have been 90 or

22 $100.  So in this case, really, the buying

23 companies are getting the benefit of the

24 first operating company's resource

25 decision because this exchange is at cost.
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 1 So it's important to realize is

 2 that there's nothing punitive about buying

 3 your flex in the flex exchange, because it

 4 is a lower cost option than what that

 5 operating company had.  Because if the

 6 operating company that was short had a

 7 lower cost option, that option would have

 8 been used.

 9 Okay.  The next exchange is the

10 economy energy exchange.  And, again, this

11 is very similar to what we do right now.

12 We identify which operating companies are

13 long and which are short.  Because

14 whenever you have a joint economic

15 dispatch, you are going to end up with

16 some companies long and some companies

17 short.  Now, the long companies will sell

18 energy to the short companies at the

19 system's hourly avoided cost.  And the

20 methodology we're proposing to calculate

21 that hourly avoided cost is the

22 methodology used in Texas and Louisiana to

23 price energy to the QFs.  And then this

24 pricing ensures that the benefits and

25 burdens of the generation is -- rests with
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 1 the company that made the decision to

 2 acquire the resource.  

 3 Ben, do you want to...

 4 Okay.  In this case, we have --

 5 I'm using the same numbers just to show

 6 you one company long and one company

 7 short.  But in this case, the energy

 8 supply stack, there's no reason to sort it

 9 by cost because we are not identifying

10 which specific resource is being

11 transferred -- being sold to the other

12 operating companies.  It's -- we are

13 selling it at a set price.  

14 So if you go to the next slide.  

15 We just sell it at the avoided

16 cost.  So we don't have to stack the

17 resources, which gets to be a problem

18 again, in the current system.  If the cost

19 of the generation that's sold is above

20 avoided cost, then operating company 1 is

21 actually losing money, because it's going

22 to sell at avoided cost, regardless of

23 what its cost was.  And if the cost of

24 generation is less than the avoided cost,

25 then that operating company that's selling
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 1 receives the benefit.  

 2 But what's important is

 3 operating company 2 is indifferent,

 4 because either they were going to be

 5 buying energy at the avoided cost from

 6 some third party, or they're going to be

 7 buying the energy at avoided cost from

 8 some other operating company.  So that's

 9 the whole idea, is they are indifferent.

10 They are going to pay avoided cost,

11 regardless of whether some other operating

12 company is long or short.  And this way,

13 again, the benefits and burdens stay with

14 that operating company that made the

15 decision.  

16 MR. BOOTH:  

17 John?  

18 MR. HURSTELL:  

19 Yes.

20 MR. BOOTH:  

21 I'm sorry.  One more question.

22 I've got to go back to flexible

23 capability.

24 MR. HURSTELL:  

25 All right.
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 1 MR. BOOTH:  

 2 So the long company's resources

 3 are priced at -- the sales price -- the

 4 price is going to be whatever the highest

 5 cost unit is that's actually dispatched by

 6 the long company, right?

 7 MR. HURSTELL:  

 8 Yes.

 9 MR. BOOTH:  

10 Okay.  Is the price based on

11 just fuel cost, or does the price include

12 start-up costs, minimum generation costs?

13 Is it just the fuel costs that's being

14 allocated?

15 MR. HURSTELL:  

16 There are -- it's more than just

17 the fuel costs.  And, Bill, to get into --

18 there's a dispatch component to it, as

19 well, and that's what would take a long

20 time to go through, and I'll be happy to

21 go through it with you sometimes, but it

22 is more than the cost of the fuel.  It's

23 also the cost of lost opportunity cost or

24 the out-of-merit costs.

25 MR. BOOTH:  
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 1 Even though the unit wasn't

 2 dispatched to provide flexible capability,

 3 it was dispatched to provide energy, but

 4 it wasn't dispatched at 100 percent, so

 5 whatever operating capacity was remained

 6 to be flexible, the only difference is the

 7 energy cost, right?

 8 MR. HURSTELL:  

 9 No, no.  The amount of

10 flexibility it provides is independent of

11 what it's dispatched at.  The -- if it's a

12 500-megawatt unit that has a 200-megawatt

13 min, it provides 300 megawatts of

14 flexibility whether it's operating at 200

15 or whether it's operating at 500.  It

16 still gets credit for 300 megawatts.  

17 And we don't dispatch -- we

18 don't commit generation just to provide

19 flexibility.  We dispatch generation to

20 satisfy all the constraints on the system.

21 So that's why, when we say that each

22 operating company gets credit for the

23 flexibility it supplies, we just look at

24 the operating characteristics of the units

25 that are operating in that hour.
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 1 MR. BOOTH:  

 2 Sure.  But when you're

 3 developing the cost or the price for that

 4 flexible capacity, what components do you

 5 look at?

 6 MR. HURSTELL:  

 7 Okay.  We look at the cost to

 8 run the unit at minimum, plus an

 9 out-of-merit component of the dispatch

10 price.

11 MR. BOOTH:  

12 But not start-up costs?

13 MR. HURSTELL:  

14 No.  We're not looking at

15 start-up costs.

16 MR. SCHNITZER:  

17 But it's not incremental heat

18 rate, though.

19 MR. BOOTH:  

20 Right.  And I'm trying to

21 understand why not.

22 MR. HURSTELL:  

23 Well, again, I'm giving you the

24 Reader's Digest version, and what you're

25 asking for is the much more expanded
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 1 version, which I'll be happy to give you.

 2 Just -- I'm trying to recognize we have

 3 limited time constraints here.

 4 MR. BOOTH:  

 5 Thanks.

 6 MR. HURSTELL:  

 7 Okay.  Now I want to talk about

 8 the initial analysis that we did, and I

 9 want to -- before we get any further on

10 this, is that this is not -- this is

11 nothing more than our first look at how

12 companies would fare under CODA.  We did

13 not try to optimize the resource mix

14 that -- the generation planning that we

15 used in the analysis.  That's something

16 that's going to come in the next stage.

17 All right.  There -- like we

18 said, there are multiple paths that we

19 could go on in the future between

20 operating companies staying in the system,

21 moving to a stand-alone, moving to MISO,

22 moving to SPP, but we only -- we looked at

23 two analyses.  One, we looked at 2013.  We

24 looked at six companies under CODA versus

25 six companies under system agreement.  And
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 1 we did this because we got a lot of

 2 feedback from parties that wanted us to

 3 just do a simple comparison between

 4 six-company CODA and six-company system

 5 agreement.  So we had to do 2013 because

 6 we were not going to do an analysis that

 7 had EAI in the system agreement in 2014,

 8 because that's not a possibility.  So

 9 that's why we had to do 2013.  Then for

10 2014, we did a 5-1 scenario, which is five

11 companies under the system agreement, EAI

12 as a stand-alone company, versus six

13 companies under the CODA.

14 Ben?

15 All right.  Under every

16 scenario, we had to develop a resource

17 plan.  We had to identify which generation

18 an operating company is going to have

19 available to it.  And this is a

20 fundamental change that I think -- I know

21 people even inside the company still have

22 a hard time grasping, and I hope that

23 everyone starts to get this -- face this

24 reality, is that we will no longer be able

25 to do a single systemwide plan.  For the
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 1 last 50 to 75 years, there has been a

 2 single plan put together for the system,

 3 and everybody can pick that apart, but

 4 there was always a single plan.  We won't

 5 have that anymore, because starting in

 6 2014, with absolute certainty, there's

 7 going to be an EAI plan, and there may be

 8 a system plan for the remaining five.  But

 9 as we move -- once EAI moves out, we no

10 longer have a system plan.  So we don't

11 have the opportunity to say, what's the

12 best plan for the system?  We're going to

13 have to come up with individual plans for

14 what's the best plan for each operating

15 company.  

16 So under the system agreement,

17 we applied the system planning, and we

18 came up with a resource plan that included

19 reserve equalization payments among the

20 operating companies.  Under CODA, we had

21 to come up with specific resources for

22 each operating company so that each

23 operating company brought enough

24 generation to meet their load plus reserve

25 requirements.  And what we did was, for
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 1 that -- to satisfy that, we just said,

 2 we're going to take capacity from the long

 3 companies and sell it to the short

 4 companies.  And that's really the theory

 5 that we need to test over the next few

 6 months, is whether that really makes

 7 sense.

 8 You want to go to the next

 9 slide, please.  

10 This is just a resource addition

11 schedule that was built into both plans,

12 and this includes adding CCGTs throughout

13 the region.  The top one is a system

14 agreement case.  The bottom one is the

15 CODA case.  The only difference between

16 the two is you'll see EAI adds an

17 additional 500 megawatts CCGT under the

18 system agreement case, because when it

19 goes -- if it goes stand-alone in 2014, it

20 will need additional capacity than what it

21 would need under the system agreement.

22 SECRETARY SUSKIE:  

23 When you say that, where do you

24 assume EAI is?

25 MR. HURSTELL:  
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 1 All of this continues to be in

 2 the modified ICT.  So it's EAI

 3 stand-alone, not in -- 

 4 SECRETARY SUSKIE:  

 5 An RTO.

 6 MR. HURSTELL:  

 7 -- not in an RTO.

 8 SECRETARY SUSKIE:  

 9 MISO or SPP?

10 MR. HURSTELL:  

11 Neither one.  Because we're

12 doing those studies on EAI in MISO or SPP

13 as addendum studies.

14 SECRETARY SUSKIE:  

15 And how much cost are you

16 associating with the 500 megawatts?

17 MR. HURSTELL:  

18 Well, we're going to get to

19 that.

20 SECRETARY SUSKIE:  

21 Okay.

22 MR. HURSTELL:  

23 Okay.  You want to go to the

24 next slide?

25 So for the capacity plan, like I
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 1 said, we assume that the long companies

 2 would sell to the short companies.  And in

 3 this case, ELL is a long company, so it

 4 sells Ninemile 3, Gypsy 3 and Waterford 3.

 5 And ENLI is actually a long company, so it

 6 sells Michoud 2 to the other operating

 7 companies -- to the short companies.  And

 8 then the remaining capacity needs were met

 9 by short-term purchases.  

10 Now, there are all sorts of

11 different scenarios that we're going to

12 look at over the next few months, but this

13 is what we've got right now.  And there's

14 no doubt that if you use a different

15 capacity plan, you'll get different cost

16 allocations.  

17 You want to go to the next

18 slide?

19 This is the 2014 capacity plan,

20 just to show you what we did.  ELL sold

21 about 1,000 megawatts.  ENOI sold, I

22 think, about 50 megawatts.  And the other

23 parties are the ones that bought.  And on

24 a system basis, you can see that there's

25 really no net effect of the affiliate
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 1 exchanges, but we bought, I think, about

 2 1,300 megawatts of limited term purchases.

 3 Okay.

 4 You want to go to the next

 5 slide?

 6 All right.  Here is the 2013

 7 initial analysis.  And numbers above the

 8 line are savings by being in CODA versus a

 9 system agreement; numbers below the line

10 are additional costs being -- by being in

11 CODA versus system agreement.  And the

12 first number I want to point out is all

13 the way on the right, the 12 million.

14 When I first saw this, it didn't make

15 sense to me because there should be no net

16 cost difference in the system, whether we

17 allocate costs under CODA versus the

18 system agreement because the dispatch

19 wouldn't change.  But what this 12 million

20 is, is that's the cost that EAI will have

21 to incur in 2013 if it's going to go to a

22 system -- go to a stand-alone in 2014.

23 So, really -- and that's not fuel costs.

24 That's cost of facilities equipment to

25 prepare for 2014.  So, really, you can
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 1 take that 12 million off the system and

 2 take 12 million off of EAI.  And if you

 3 look at just the effect of going to CODA

 4 versus system agreement, then EAI's cost

 5 probably should really be more like

 6 $27 billion savings.  And you can see -- 

 7 SECRETARY SUSKIE:  

 8 I will say -- so is this a new

 9 ruling that the rough production cost

10 equalization payments are ended in 2013?

11 MR. HURSTELL:  

12 That's -- we did not look at --

13 it's not a ruling.

14 SECRETARY SUSKIE:  

15 I'm just pointing out your

16 footnote that, you know, it's not assuming

17 Arkansas is making payments.  Under the

18 current system, FERC -- Arkansas makes

19 payments.  So I think to be fair, you need

20 to include those costs on EAI's customers.  

21 MR. HURSTELL:  

22 On CODA?

23 SECRETARY SUSKIE:  

24 No.  Under that -- your footnote

25 down at the bottom.  
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 1 MR. HURSTELL:  

 2 They're not included in the CODA

 3 results because, again, we don't believe

 4 that there will be.  But in response to

 5 your request --

 6 SECRETARY SUSKIE:  

 7 That's good to hear.

 8 MR. HURSTELL:  

 9 In response to your request, we

10 do calculate -- I don't have them with me

11 in this presentation, but in the bigger

12 presentation, we do calculate the RPCE

13 payments under CODA.  But you can see

14 what's happened here is just what we

15 talked about earlier, is that ELL right

16 now is bearing a disproportionate share of

17 the flexible capability costs, so that's

18 why it achieves a savings under CODA in 20

19 -- 2013.  

20 If you go to the next slide, you

21 can see this breaks it down between fuel

22 and purchase power and non-fuel.  And you

23 can see there's really very -- the

24 $12 million is either the EAI cost to move

25 to stand-alone or it is the 2013 RPC --
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 1 RPCE payment, I believe.  I think that's

 2 what the other non-fuel costs are for the

 3 other operating companies.  But I'm not

 4 certain of that, but it could just be

 5 capacity costs at 2013.  

 6 Sally, do you remember?

 7 MS. RAINER:  

 8 I'm sorry.  I didn't hear you.

 9 MR. HURSTELL:  

10 The non-fuel costs in 2013,

11 that's capacity payments?

12 MS. RAINER:  

13 Uh-huh.

14 MR. HURSTELL:  

15 That's what it is.  It's just

16 capacity payments associated with those

17 purchase of sales.  Yeah, because ENOI has

18 a savings because it's selling Michoud 2. 

19 MS. RAINER:  

20 Right.

21 MR. HURSTELL:  

22 Okay.

23 All right.  2014 is the next

24 slide.  And here you can see that the

25 system does have significant savings,
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 1 because now EAI, as operating as a

 2 stand-alone, has to have additional

 3 capacity costs, and we lose the benefits

 4 of the joint economic dispatch.  So EAI

 5 bears the brunt of that less efficient

 6 economic dispatch under a stand-alone

 7 scenario.  So it's going to achieve the

 8 biggest savings by moving to CODA.  And,

 9 again, ELL --

10 SECRETARY SUSKIE:  

11 Again, what are you comparing

12 that against?

13 MR. HURSTELL:  

14 To --

15 SECRETARY SUSKIE:  

16 Where would EAI be?

17 MR. HURSTELL:  

18 Again, it's a stand-alone

19 entity.  The ELL, again, sees the biggest

20 benefit by moving to CODA, again, because

21 it bears a disproportionate share of the

22 flexibility.  And the system achieves

23 savings of over $200 million by staying

24 with a six-company system.  

25 And if we go to the next slide,
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 1 Commissioner, I can answer that question.

 2 On the non-fuel portion of EAI, the vast

 3 majority of that is the cost of that new

 4 CCGT, so --

 5 SECRETARY SUSKIE:  

 6 And that would obviously be in

 7 base rates and ratepayers would pay it,

 8 and Entergy would get a rate of return on

 9 that?

10 MR. HURSTELL:  

11 That is not my issue.

12 SECRETARY SUSKIE:  

13 Well, I assume if you don't

14 understand those fundamentals of

15 ratemaking, I would be disappointed in

16 your intellect, John.

17 MR. HURSTELL:  

18 I'm just -- I'm not going to

19 opine --

20 SECRETARY SUSKIE:  

21 The question is -- I've got a

22 question.  If EAI owns a plant and they

23 have equity in it, do the shareholders of

24 Entergy get a rate of return on it?

25 MR. HURSTELL:  
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 1 Yes.

 2 SECRETARY SUSKIE:  

 3 Okay.  I mean, just answer the

 4 question.  Let's have an honest debate.

 5 Oh, I don't know, pass the question.  The

 6 fact is, if a new plant is approved for

 7 EAI to meet a higher capacity reserve

 8 margin and it's built into ratepayers,

 9 ratepayers pay for it and EAI shareholders

10 make more money.

11 MR. HURSTELL:  

12 That's true.  

13 SECRETARY SUSKIE:  

14 Yeah.

15 MR. HURSTELL:  

16 And that's -- we're going to

17 look at what we think is in the best

18 interest of the ratepayers, and that's the

19 whole point of doing this analysis.

20 SECRETARY SUSKIE:  

21 Are you going to look at what's

22 only in the best interest of the

23 ratepayers?  You won't consider

24 shareholders at all?

25 MR. HURSTELL:  
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 1 No.  I think we have to look at

 2 all the stakeholders.

 3 SECRETARY SUSKIE:  

 4 Okay.  I just wanted to clarify.

 5 Let's have an honest debate here.

 6 MR. HURSTELL:  

 7 Okay.  But what you can see

 8 here -- and this is an important point, I

 9 think, for all operating companies, in

10 that what you see that big -- the big cost

11 to EAI is the cost of that additional

12 CCGT.  It's not exclusively that -- I

13 think it's about 50 million is the CCGT.

14 The remaining portion is the cost of

15 operating their own control area.  But for

16 those companies that are buying energy in

17 the flex exchange, you get an idea as to

18 what it would cost to buy one CCGT.  And

19 if you assume that one CCGT can avoid you

20 buying anything in the flex exchange, it's

21 an expensive option to get rid of

22 purchases in the flex exchange, and that

23 might not be a wise option.

24 But, again, on the system basis,

25 just the red -- I guess they're both
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 1 red -- the lighter red color, the fuel and

 2 purchase power, that is -- I think it's

 3 about 120 million -- that is the pure

 4 savings from economic dispatch.  The --

 5 well, go back.  The non-fuel, again, is

 6 the savings associated with capacity

 7 payments and the elimination of the RPCE

 8 payments.  And I think in 2014, the

 9 estimate is that ENOI would be making

10 cost -- the RPC payments to other

11 operating companies.

12 MR. SCHNITZER:  

13 Just one comment on this page

14 and the preceding, and, Commissioner

15 Suskie, it goes back to your comment.

16 This is, again, against -- compared to the

17 five plus one, you know, case, and you and

18 we and everyone else will be interested in

19 comparisons to the other options, like EAI

20 into an RTO or as a system into an RTO.

21 So that's why there isn't a proposal or

22 recommendation here, because these are not

23 the only two options.  This is just an

24 illustration of a comparison of these two

25 options.  But we and you both recognize
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 1 there are other relevant comparisons to be

 2 made.

 3 PRESIDENT ANDERSON:  

 4 Or two companies going to an

 5 RTO.

 6 MR. SCHNITZER:  

 7 Yes, sir.  Yes, sir.

 8 PRESIDENT ANDERSON:  

 9 Or any combination.

10 MR. SCHNITZER:  

11 That is correct.  This is not

12 the only way to evaluate.  It's not

13 complete, and you and we all recognize

14 that.

15 MR. HURSTELL:  

16 Well, and that's the point I

17 made, is that if you start looking at all

18 of the possible scenarios of what could

19 happen, if some companies go into RTOs,

20 some companies go stand-alone, other

21 companies stay in the system agreement,

22 some companies go into successor

23 arrangements, it's -- the numbers of

24 options are just amazing.

25 PRESIDENT ANDERSON:  
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 1 Well, and I -- to sort of wrap

 2 this up, where we really are is, I think,

 3 obviously, the system agreement is an

 4 issue that each of the retail regulators

 5 will have to make individual decisions on;

 6 however, I'll say that at the committee

 7 level, I do think it's imperative that we

 8 attempt to see if we can come to a

 9 conclusion with respect to the system

10 because -- and I don't want to

11 short-change the interim enhancements that

12 need to be made or -- including discussing

13 cost allocation methodologies and study

14 periods and construction plans and all

15 that, but the fact is that, if the

16 committee or if the five retail regulators

17 can't reach an agreement on behalf of our

18 respective jurisdictions about what to do

19 with the system, what I think is more

20 likely to happen then is each individual

21 jurisdiction will have to make a decision

22 with respect to its operating company.

23 And that's when you are going to get into

24 the wild, wild west.  And, you know, I

25 have kind of my own ideas of probably what
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 1 would happen as a result, but it will

 2 be -- you know, I think it's unlikely that

 3 we end up with a system as it stands, you

 4 know, of five operating companies.

 5 MR. HURSTELL:  

 6 I -- I certainly echo the desire

 7 to have all five companies -- all five

 8 jurisdictions, all six companies, to come

 9 to agreement on what's the right way to go

10 forward.  No one will be happier about

11 that than me.  But I think, as Michael

12 alluded to, we -- there are many different

13 options, and we are not here saying that

14 this is what we should do.  We need to

15 wait and see what MISO option is, SPP

16 options.  There's no doubt that if we can

17 get to an RTO where we're comfortable with

18 how transmission costs are allocated and

19 how we're going to fit into the RTO and

20 all -- everybody on the E-RSC is for that,

21 I think that would be great, so...

22 PRESIDENT ANDERSON:  

23 And I'm not suggesting RTO is a

24 panacea, but of all the problems over the

25 last 16 months that we've discussed, they
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 1 are, by and large, addressed by moving to

 2 an RTO.  Now, maybe not to everybody's

 3 desired -- desired satisfaction, but it

 4 does resolve the bulk of the issues.  The

 5 question becomes then, with respect to the

 6 application to each individual company,

 7 each jurisdiction, is it -- is a decision

 8 made that it's on balance, you know, best

 9 for their respective ratepayers?  But

10 that's a to-be-decided issue.  

11 Are there any questions?

12 MR. HURSTELL:  

13 No, just one last slide.  Just

14 to make sure -- I'm about to go to this.

15 PRESIDENT ANDERSON:  

16 Okay.  I'm sorry.

17 MR. HURSTELL:  

18 Just to let you know, what we're

19 going to be doing is, over the next few

20 months, we're going to be working with

21 each operating company to identify an

22 alternative capacity plans that they would

23 like evaluated.  Then we'll redo the

24 analysis for all the operating companies,

25 and we'll distribute the results again,
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 1 and we'll review the results with you.  It

 2 will just be one piece of information that

 3 you guys need to have and all the

 4 regulators need to have as they move

 5 forward.

 6 PRESIDENT ANDERSON:  

 7 I appreciate it.  

 8 Any questions?  

 9 Lori?

10 MS. BURROWS:  

11 Lori Burrows with the Arkansas

12 Commission.  I don't have a question, but

13 I did want to note that the Arkansas

14 Commission has scheduled November 10th in

15 Arkansas at the Commission Hearing Room 1,

16 starting at 9:00 a.m., a full day

17 technical conference on this topic.  And

18 so if anybody wants to attend, it's open

19 to anyone.  And if you need more details,

20 you can just e-mail me or ask me.  I'd be

21 happy to share those.  But we'd love for

22 everybody who could come to join.  We also

23 will be providing telephone access.  And

24 there's an order in our docket indicating,

25 if you plan to attend by phone, you have
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 1 to register, but there's information about

 2 that on our Web site.

 3 PRESIDENT ANDERSON:  

 4 Bill, I think you had a

 5 question.

 6 MR. BOOTH:  

 7 Actually, I have one follow-up

 8 question having to do with transmission

 9 allocation.  Mr. President, I think you

10 said earlier --

11 PRESIDENT ANDERSON:  

12 I don't think your mic is on.

13 MR. BOOTH:  

14 You had mentioned earlier -- I

15 think you had asked earlier whether the

16 E-RSC would have the authority under the

17 soon-to-be-filed Attachment X to adjust

18 the transmission cost allocation as

19 between operating companies.  And I wasn't

20 sure.  Does Entergy perceive us -- the

21 E-RSC, rather, having that level of

22 authority?

23 MS. DESPEAUX:  

24 I can't --

25 PRESIDENT ANDERSON:  
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 1 I didn't really ask -- I don't

 2 think I asked the question that way, Bill.

 3 MR. BOOTH:  

 4 Oh, okay.  How did --

 5 MS. DESPEAUX:  

 6 Yeah, I didn't understand it

 7 that way either.  And I think there's

 8 something in the MOU that specifically

 9 states it does not include the system

10 agreement.

11 PRESIDENT ANDERSON:  

12 Yeah.  I was -- I think my

13 question, if it's the question that I

14 think I was asking -- if that's what

15 you're referring to is --

16 MR. BOOTH:  

17 Yes.

18 PRESIDENT ANDERSON:  

19 -- had to do with the CODA, and,

20 you know, absent a change in the

21 allocation methodology under Entergy,

22 under their OATT, that the request for

23 service by an individual operating company

24 under the CODA, whether it was to procure

25 an IPP or their own new generation,
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 1 accessing the system, that, in effect,

 2 that would be created as participant

 3 funding, in the sense that the ratepayers

 4 in that operating company would be picking

 5 up the tab for whatever upgrades were

 6 necessary.  I think that's what I was

 7 asking.

 8 MR. BOOTH:  

 9 Okay.  I thought you were

10 following up with a thought that there

11 might be -- the E-RSC might unanimously

12 decide to approach that differently.

13 PRESIDENT ANDERSON:  

14 Well, yes.  But it would be in

15 the context of a broader participant

16 funding methodology, presumably.

17 MR. BOOTH:  

18 Okay.  But it wouldn't be under

19 E-RSC authority to do that.  The only

20 reason I wanted to do -- is the same

21 reason Kim just said, there's a provision

22 in the MOU that says the E-RSC can't

23 adjust cost allocations under the system

24 agreement.

25 MR. SCHNITZER:  
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 1 What I understood the colloquy

 2 between myself and Commissioner Anderson

 3 is that presently under Attachment T, new

 4 network resource integration investments

 5 are classified as supplemental.  It would

 6 be within the province of the E-RSC to

 7 direct us to make a filing to classify

 8 that class of transmission improvements as

 9 something other than supplemental.

10 PRESIDENT ANDERSON:  

11 Yes.

12 MR. SCHNITZER:  

13 But this document was predicated

14 on the status quo as to what

15 supplemental -- 

16 PRESIDENT ANDERSON:  

17 Exactly.  That's my -- that

18 was -- that was the point.  I was just

19 making sure I understood what the

20 presentation meant.

21 MR. BOOTH:  

22 Okay.  So then if the costs are

23 reclassified using E-RSC authority as

24 something other, it wouldn't flow through

25 the CODA cost allocation to the operating
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 1 companies?  Or all transmission costs will

 2 flow through that CODA process?

 3 MR. SCHNITZER:  

 4 No.  That provision that John

 5 was emphasizing was a difference that

 6 would apply if the current provisions of

 7 Attachment T, with respect to new network

 8 resource and transmission upgrades,

 9 continue to exist.  If that provision no

10 longer was -- if the E-RSC asked us to

11 make a filing that would mean that those

12 upgrades were now base plan as opposed to

13 supplemental, which is the choice, then

14 that would be a moot issue.  You know,

15 they would be -- they would be rolled into

16 everybody, and that's the way it would

17 work, and there would be no reason to have

18 that bullet on the page.

19 PRESIDENT ANDERSON:  

20 Yeah.

21 MR. SCHNITZER:  

22 And I think that's what we were

23 trying to clarify.

24 PRESIDENT ANDERSON:  

25 Yes.  I agree.
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 1 SECRETARY SUSKIE:  

 2 I'd just like to say, kind of

 3 one announcement is MISO has offered to

 4 give me and members of the PSC staff a

 5 tour on November 1st.  I think we -- all

 6 stake -- parties to our show-cause docket,

 7 we gave notice and offered them to attend.

 8 MISO, who has been here today, has

 9 indicated any stakeholder in the Entergy

10 region interested in joining that tour on

11 November 1st is welcome to join us, and I

12 would encourage you to attend.

13 MS. BURROWS:  

14 You're welcome to join with the

15 caveat you need to let me know by tomorrow

16 at noon if you are going to do that.

17 There's some particular information I'll

18 need from you for security reasons.  So if

19 you let me know, you're more than welcome

20 to join.

21 SECRETARY SUSKIE:  

22 I'm sure we could probably get

23 MISO to delay that deadline if you're

24 interested in coming up.  But I look

25 forward to it and want to encourage any
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 1 stakeholder that wants to learn more about

 2 MISO, like we do, to attend, as well.

 3 PRESIDENT ANDERSON:  

 4 Any other questions or comments?

 5 VICE-PRESIDENT FIELD:  

 6 This is Commissioner Field.  In

 7 listening to the presentation on CODA and

 8 considering MISO and the SPC and the RTO,

 9 I just want to state to you, my

10 colleagues, that I really believe we have

11 the framework and communications and a

12 respect for one another that we can

13 possibly work something for the betterment

14 of our whole region.  When you think about

15 economic development, we really are a

16 region.  And I hope that the E-RSC could

17 be the vehicle, so to speak, that might

18 enable us to act in concert to do

19 something with Entergy beneficial to

20 all -- all the ratepayers.  And it may

21 take some give and take, but I look

22 forward to these very challenging times

23 and working with you on these projects

24 we've started with the E-RSC, as well as

25 what do we in the future.
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 1 So I think there is some real

 2 strength to be gained if we operate as a

 3 system or a unit, rather than individual

 4 states.  That's my gut feeling.  So I just

 5 wanted to state that and thank you for --

 6 thank all of y'all for your courtesies and

 7 the progress we've made so far.

 8 PRESIDENT ANDERSON:  

 9 Well, I share that, as well --

10 that view, as well, Commissioner.  I --

11 I'm sorry.  Brandon?

12 CHAIRMAN PRESLEY:  

13 Yeah.  I just wanted to echo

14 Jimmy's comments and also make a little

15 bit of a comment on CODA.  The -- Entergy

16 came and presented -- made their

17 presentation, I believe, over with the

18 public utility staff.  They had previous

19 notice of it back last week, and a few of

20 the commission staff were there.  The

21 actual commissioners in Mississippi, to my

22 understanding, have not seen this because

23 we are -- have to obey the Open Meetings

24 Act in our state.  I think this is just

25 some general information to take to any
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 1 stakeholders.  We're going to ask -- I'm

 2 going to ask Entergy to come and present

 3 that at an open meeting to the Commission

 4 probably sometime in the November time

 5 frame.  So if someone wants to hear it

 6 again, they'll have that opportunity. 

 7 It's important for us that it be done in

 8 an open process, and the meeting last week

 9 was not, so we're going to ask that that

10 be done.

11 PRESIDENT ANDERSON:  

12 Okay.  Well, I want to thank

13 everyone for attending -- sorry.

14 VICE-PRESIDENT FIELD:  

15 This is the first presentation I

16 have heard on CODA.  This is Commissioner

17 Field.  So, likewise, but it is something

18 we have to start talking about, RTOs,

19 CODA, what happens, you know.  So, anyway,

20 we have to address these issues and look

21 forward to hearing from them in an open

22 meeting, as well.

23 PRESIDENT ANDERSON:  

24 Well, I just want to thank all

25 my colleagues.  Where we are, I think, is
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 1 -- to quote Winston Churchill:  "We're at

 2 the end of the beginning."  It's now

 3 incumbent upon all of us, both members of

 4 the committee, as well as the stakeholders

 5 to move forward.  We've got a lot of work

 6 to do or, to use a favorite term of our

 7 chairman in Texas, a lot of wood to chop.

 8 But I think that if we can work together

 9 with a little give and take, a little

10 trust, I think we can accomplish a great

11 deal for the benefit of all our ratepayers

12 in the region.  And I agree with

13 Commissioner Fields.  This is a region.

14 This has enormous implications for

15 economic development within the Entergy

16 footprint.  And to the extent that we can

17 reach a decision or a consensus among the

18 regulators, I think that is likely to be

19 the best approach.  That's what my

20 instincts tell me now, and that's what I

21 hope that we're able to do over the next

22 year or two.  

23 So with that, unless there are

24 any other questions or comments, I

25 would -- I'd move to adjourn -- or I would
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 1 request a motion to adjourn the meeting

 2 and look forward to seeing you all in New

 3 Orleans in late January.

 4 SECRETARY SUSKIE:  

 5 So moved.

 6 COUNCILWOMAN HEDGE-MORRELL:  

 7 Second.

 8 CHAIRMAN PRESLEY:  

 9 I second that.

10 PRESIDENT ANDERSON:  

11 All in favor?  

12 (All ayes.)

13 PRESIDENT ANDERSON:  

14 The meeting is adjourned.

15 (MEETING ADJOURNED AT 12:14 P.M.) 
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