November 12, 2001

Mr. Reagan C. Rorschach

East Power Trading, EPMI

Enron Power Marketing, Inc.

1400 Smith Street

P. O. Box 1188

Houston, TX  77251-1188 

RE: Cities of North Little Rock and Benton Purchase Power RFP

Dear Mr. Rorschach:

Pursuant to paragraph 3 of Mayor Hays November 2, 2001 letter, establishing the process the City of North Little Rock would follow in concluding the RFP process, this letter is to inform you of your proposal(s) relative position in relation to the proposal(s) the Negotiation Committees have identified for contract negotiations.  

The Cities of North Little Rock and Benton (Cities) evaluated nine (9) proposals as part of the RFP process.  Bidders were not precluded from submitting multiple proposals and some chose, at differing points in the process, to submit alternative proposals to address particular preferences by the Cities.

The following table describes how your proposal ranked overall in comparison to the nine (9) proposals evaluated.

	
	North Little Rock
	Benton
	Combined

	Proposal
	4/9
	4/9
	4/9


Price Rating

Proposals were evaluated on the basis of price and non-price factors.  In the evaluation, price was given a weight of 60 points while non-price factors were given a weight of 40 points.  With regard to price, however, it was possible for a proposal to receive greater than 60 points.  All price proposals were reduce to a cost per MWh.  Proposal price was compared to the price of a benchmark case and a fixed number of points were awarded for every percent the proposal savings was below a target savings identified by the Cities.  

The following table describes how your proposal ranked in price as compared to the other proposals evaluated.

	
	North Little Rock
	Benton
	Combined

	Proposal
	4/9
	4/9
	4/9


Non-Price Rating

The components of each Proposal will be compared to the non-price criteria preferences of the City and a score will be assigned to each criteria for each Proposal evaluated.  Non-price scores will be added to price related scores to obtain an overall ranking.  The lowest cost Proposal may not necessarily be selected.  The following non-price criteria will be used to evaluate the Proposals.

· Components of Power Cost – A one part rate in $/MWh is preferred and will be given a higher weight than a multiple or variable cost structure. 

· Flexibility - The City prefers flexible Proposals with reasonable notice provisions that give the City sole rights (e.g., adjust the contract term, the amount of purchases, type of purchase, payment provisions, etc.).  Proposals are also preferred which do not impose constraints with respect to load factor, maximum or minimum demand, etc., which do provide “peak shaving” rights and the ability to add or purchase generation during the contract term. 
· Term - Notice provisions solely available to the City to increase or decrease the amount of purchases are also preferred.

· Experience - The City prefers Bidders with experience providing services similar to that requested by the City.
· Firm Supply - Proposals will be evaluated on the availability of generating resources, arrangements for firming capacity, and penalties for nonperformance.
· Transmission - Proposals that minimize the number of intermediate third party transmission systems are preferred.

· Fuel Type – With regard to Proposals that are based on a “pass through” of fuel costs, the City prefers Proposals that offer electric power from a fuel diverse generation portfolio that incorporates risk mitigation relative to fuel price fluctuation.

· Technology – Proposals utilizing commercially proven technologies are preferable.

The following table describes how your proposal ranked in non-price factors as compared to the other proposals evaluated.

	
	North Little Rock
	Benton
	Combined

	Proposal
	4/9
	4/9
	4/9


The Cities' Negotiating Committees have identified the following areas where your proposal may be improved.

1. Your price is greater than 15% from the best price offer.  A substantial improvement in price would be necessary to receive further consideration.

2. You have identified no resources inside of Entergy's control area.  If you can point to resources inside of Entergy's control area you may improve your position

3. You did not utilize dynamic scheduling for the scheduling of generation to match load.  You may improve your position by offering dynamic scheduling.

4.  The Cities desire a fixed cost over the term of the contract.  You may improve your position by including any increases in the Cities' cost for Network Transmission Service over the term of the contract in your costs.

5.  The Negotiation Committees are alarmed by the recent developments concerning Enron's losses and the downgrading of Enron's securities.  Significant financial assurance would be required before the Negotiating Committee's would further consider Enron. 

The Negotiating Committees are currently scheduling meetings to discuss the above concerns and allow Bidders to correct or improve their proposals.  Should you desire to participate further in the RFP process you should contact Joe Gertsch (501-975-8762) as soon as possible to schedule a meeting.  Thank you for your continued participation in the North Little Rock and Benton Purchase Power RFP.

Respectfully,

NLR/Benton Negotiating Committee

Connie Woodard

Joe Smith

David Wilson

R.W. Beck

John Walden

Will LaSage

Claudine Ramsey

CC:

Mayor Lynn Moore



Mayor Patrick Hays

