Beck Comments on EPMI Letter of Intent

1) Exhibit A page 7, Electric Transmission – The first sentence in this section does not make sense.  This section should address the following:
a) The Cities will be Network transmission customers of Entergy.  EPMI will use this Network service to serve the cities’ loads and will arrange for any other transmission service with Entergy or others that is required to serve the Cities’ loads or sell power from the Cities’ resources. 
b) Unless otherwise agreed to by the Cities, when EPMI replaces one of the Cities’ existing Network Resources with an alternate resource it will do so in a manner that does not jeopardize the reliability of service to the Cities.  This would normally be accomplished by having the replacement resources become designate as a Network Resource, or having sufficient local quick-start generation available to address the curtailment of a non-Network Resource.
2) Exhibit A page 7, Structure – We need to define the on-peak and off-peak periods (hours, days, and months). 
3) Exhibit A page 7, Structure – We need to define the “profit” that is being split 40/60.  When power is sold, it should probably be defined as revenues received net of all costs incurred in making the sale.  When the “profit” is associated with the replacement of the cities’ generation with a more cost effective resource or as the result of an outage, the profit should probably be the difference between the avoided cost of generating the power by the cities resource (using an appropriate heat rate and agreed upon index for gas costs) and the total cost of the replacement resource, including all losses, transmission, and other costs.  In addition, the “profit” to be split should be zero if the cost of a replacement resource exceeds the cost of the Cities’ resource being replaced.  Also, are we dealing with an hourly calculation?
4) Exhibit A page 7, Structure – It should be clearer with regard to what it means to exclude must run periods from the profit calculation.  Since the Cities’ generation that is must run is not being replaced, it seems like it would automatically be excluded from the profit calculation.
5) Exhibit A page 8 – Availability requirement of 95% is too high.  There should be on-peak and off-peak forced outage rates that apply.  Also, we need to define what it means for the Cities to “guarantee” these rates, i.e., what is the consequence if the rates are exceeded?
6) Exhibit A page 8, Power Manager –  In addition to what is stated the document should say that, as Power Manager EPMI will:
a) Arrange for all control, scheduling, and ancillary services.
b) Economically commit and dispatch the Cities resources and other available purchase opportunities with the goal of minimizing the resulting net power supply costs of the Cities.
c) Arrange for all back up and replacement resources.
Section should also note that Cities have final approval over actions taken by EPMI, and EPMI will provide the Cities with sufficient information to allow for an informed decision.
7) Exhibit A page 9, Default Power Index –  What is this used for? 
