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APPENDIX E-1
Proposal Evaluation Process Description for Fall 2004 RFP

SUMMARY
This Appendix E-1 describes the process, criteria, and methods that ES| intends to use to

evauate proposals for the Capacity and energy resources submitted in response to this Fall 2004
RFP.

OVERVIEW

ESI’s process for evaluating proposals has been designed to achi e following objectives:. (a)
treat al Bidders objectively and impartially; (b) protect the col ity of proposal
information; and (c) comply with all applicable legal and reg ents, including

affiliate Code of Conduct requirements.

To achieve these objectives, ESI intendsto use ac 1 ludes the
following major features:

An Independent Monitor who has participated in
monitor and oversee the eval uati@r process.

A draft RFP issued prior to the Bide [ phes the evaluation
methodology. Final evaluation criterie termi owing the technical

giand “ sealed” prior to the receipt of proposals. ESI
Mmptions and model constructs and provide this

ot be shared with Bidders, even after the Fall 2004 RFP has
concluded, unl¥ Sl isrequired to do so as further explained in Appendix F, Section 4.
The Independgit Monitor will oversee and, therefore, will have ongoing access to the
proposal evaluationprocess, and the Staffs of interested regulatory commissions will be
given access to the evaluation results upon request; however, all such information will be
shared only on a confidential basis.

proprietary 8

The process for protection of proposal information is further described in Appendix F.
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Evaluation M ethodology

The overarching objective of the RFP is to procure resources to meet Entergy Operating
Companies’ supply objectives and provide power at the lowest reasonable total cost. The
primary objective of ESI’s resource planning process is to provide for both the limited-term and
long-term Capacity and energy needs of the Entergy Operating Companies’ regulated retail
customers through the selection of a supply portfolio that is expected to result in the lowest
reasonable cost (based upon information known at the time of the decision) while also meeting
the planning objectives and constraints established by the Entergy Opeséiing Committee.

1 Proposal Evaluation

| The proposal evaluation process will be conducted by the Progsal Eva
oversight from the Independent Monitor. Using the procgs$outhined bel 0 e Proposal
Evaluation Team will evaluate proposals and propose @fprimary award list a secondary

| award shortlist-withthe term-“selected-propesals”afibhying-to-both-of-these Jist hese lists
will be presented to the Entergy Operating Commafttegte egision regarding precurement of
resources.

tion Team, with

1.1  TheProposa Evauation Team censists of an Ecenef valuation—Teameconomic
evaluation team, Tramsmission Fat aluators, and a'kuel Factor Evaluator. All team
members are employees of ESI’s jons group, and are distinct

e Proposal Evaluation Team

evauate all conforming proposals and develop a Hst
ary award list and secondary award shortlist

be an objective@a uation of the economic impacts of a proposal on Entergy System total

| production cos{s using production costing models as‘well-as-and/or fundamental
economic analysis based on spreadsheet models that compare the cost of alternativesin
meeting various supply roles (the “Economic Evaluation”). In addition, subject matter
experts will review specific proposal characteristics such as fuel issues, credit risk, and
potential transmission issues (“Factor Evaluation™). Given the standardization of
products in this RFP compared to previous RFPs, the Factor Evaluation will be less
extensive than in previous ESI supply-side RFPs.

15  The purpose of the Factor Evaluation is three-fold: (1) to estimate certain parameters
necessary for the Haitialinitial Economic Evaluation; (2) to estimate any economic
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impacts based on a deliverability evaluation; and (3) to identify issues necessary to
address in subsequent contract drafting if the proposal is selected to ana primary award

list (apphiesonly-to-selectedpropesals)-or secondary award shortlist.

1.6  Thehniialinitial Economic Evaluation requires one or two pieces of information from the
Factor Evaluation:

Transmission Zonal Location: Based on aproposal’sinformation with regard to
its point of interconnection to the Entergy grid, the Tr ission Factor Evaluator
will assign a transmission zonal location to each pro

| 1.7 ESI will initially evaluate each proposal’s ici i Y ear
Reserve Capacity MUCCO product and
production costs, when that individual propo

System'’ stotal production costs as costing model, levelized
over the term of resource availabili i osal. The aitialinitial

@' n the proposal materials. The total
reflect the sum of the net fuel savings less the

process will restlt’tn a “Product Category Supply Cost ranking” of proposals within each
product type based upon their impact upon Entergy System’s total production cost when
added one at atime to the Entergy System’s existing resources in the evaluation of the
base case.

| The evaluation will be performed for a-base, high and low gas price forecasts; additional
sensitivities may be considered although none are expected at thistime.

| 1.8  The Proposal Evaluation Team will select a number of the proposals, which are most
economic across the different sengitivities, “the Candidate Proposals”, for further review
to assess the impacts of combinations of proposals upon total system production costs,
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and potential transmission issues for the individual proposals. There is no predetermined
number of Candidate Proposals to be selected.

19  TheCandidate Proposals, with the exception of LD-proposals, will each be reviewed in a
Deliverability Evaluation (see Appendix E-3), and the estimated economic value of the
proposals may be adjusted based on that evaluation Based on the potential change in a
proposal’ s ranking given the result of the Deliverability Evaluation, the Proposal
Evaluation Team will decide if any individual proposal should remain as a Candidate
Proposal or if another proposal should substitute it and subseque go through the
Déliverability Evaluation

economic proposals—eemb%ng—t_he-law&l-ts from the £ onomic Evaluation
and the Deliverability Evaluation ahd-subsequen

decision-by-the-Entergy Operating-Committeeif’devel Op a number O

1.10 The Proposal Evaluation Team will select-a-rumbere ﬁ ogibine the results from most
.5: a : [ ¢

tfolios.

1.11 The portfolios will be evaluated by the ecdfi8 evaluallgn teamand the Smission
Factor Evaluator, and the most beneficial portf ONR@B.WiMdPOe Pcovided for adeview by the
RFP Lead Team, and subsequent decision by the E gy Operating Committee.

111112 The RFP Lead Team, in consultatien with the Prop0 valuation Teamand the | M,
will review the proposed primary aare of selected-pro Sand secondary award
shortlist before a recommendation is tergy Opérating Committee to
transact on specific proposals. If sod ediby thelRERylzead Team, the Proposal

ide addltlon tdies. Anypadditional studies requested will

inatory basis, in consultation with the IM and with
tion

Evauation Team wii
be performed onfé
contempora

nds Rroposegd’primary award list and secondary award
jated andly ensitivities and recommerdations, will be
ating Committee for its review and decision.

ommittee determines that additional analyses or
binations are required prior to its resource decision, it will
Evaluation Team conduct the appropriate analyses, consult with

1141.15 The Entergy Operating Committee will decide which proposals make “the
primary award list” in order to finalize Definitive Agreements with the respective
Bidders, subject to appropriate due diligence and applicable regulatory review and
negotiation of a Definitive Agreement; and which proposals to put on a back-up list, “the
secondary award shortlist™.

1151.16 Awarded proposals then proceed to due diligence/negotiations/contract
execution/regulatory review as appropriate. The Creditcredit assessment of the awarded
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proposals, as described further in Appendix E2 will also take place after the Operating
Committee decisiondescribed in section 1-241.15.

1.161.17 Prior to the execution of a Definitive Agreement, the Entergy Operating
Committee will decide which of the individual Entergy Operating Companies will
participate in the Transaction

2 Factor Evaluation of Proposals prior to Initial Economic Ev,

| 21 Transmission Zonal Location
The Transmission Factor Evaluator will identify thet i ne applicable to each
| unit-specifiecontingent proposal (i.e., all proposal

on the interconnection point specified in

| 22 Fuel Supply Costs
For Dispatchable MUCPA prod

| 3443.1 The haigtalinitial Economic Evaluation comparison will assess each individual
proposa’s incremental impact on Entergy System total production cost when the
proposal is considered in conjunction with the Entergy System resource portfolio. The
analysis will incorporate incremental fixed and variable (fuel and non-fuel) data as well
as all relevant operational performance parameters. The figure of merit for the
Hatialinitial Economic Evaluation will be the net present value impact (on a per-MW

basis) of the proposal upon the total Entergy System production costs levelized over the
time period of the proposal.
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| 3423.2 One analytical tool for the Economic Evaluation will be a production costing
model that uses information provided in the specific proposal, both proposal specific and
pre-determined for the specific product, to examine the proposal’ s incremental
production cost impact on the Entergy System The model will rely on data and
assumptions regarding the Entergy System’s resource portfolio consistent with its long-
term resource planning models. This analytical tool will be used on each proposa,
except for Three-Y ear Reserve Capacity MUCCO products and LD products.

3133.3 A second analytical tool will be fundamental spreadsh
propesalsproposal’ s overall production cost or capacity co
assumptions. All proposals will be evaluated with this to
for the specific product category.

alysis calculating the
given set of
ith assumptions appropriate

4  Product Specific Economic Evaluation

41 Day-Ahead Multiple-Y ear Unit Capacity Cd

Analysis of proposals for this product will refl

proposal, including the elements proposed by the as well as the pre-determined
elements that are common to all p d not subject to change by the
Bidder. Specificaly, offersfor thi ; [ posed Option Premium to
be specified by Bidder, in $/kW-yes . XMS i nclude the following
pre-established elements, which are nos [ tOImodificatign by the Bidder: avariable

O&M payment ($1. OO/MWh) Fixed Sta $50.00 per MW per Start), a
Fixed Guaranteed our through 11-hour dispatch
Schedule, (b) 7,7,

ne to account’in developing and-ctfering-their
addition, Bidders should include costs of any Third-Party

| > Fuel cost will be based on ESI’s proprietary gas price forecast. The pre-established
O&M and start costs will be added to arrive at a generator cost. To identify dispatch
cost, the generator cost will be multiplied by a dispatch penalty factor depending on
the location of the generator.

> Each proposal’ s Option Premium will be allocated on a %M WHMWh basis based on
apre-determined expected capacity factor for the proposal as well as arange of
capacity factorsto enable cross-product comparison The expected capacity factor
will be afunction of the location of the generator and defined based on ESI’s
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production cost modeling of this standardized product, for each of the transmission
zones (i.e.,, Amite South, Central, WOTAB, and North)-but-will-net-be-made-available

to-the Bidders.

» Theall-in production cost in $MWhwill be calculated by adding the Option
Premium, allocated across dispatched MWh, to the dispatch cost.

| 4.1.3 The product will be compared to market prices for-adjusted to equivalent products,
established immediately prior to the receipt of proposals.

4.2 Intra-Day Peaking Multiple-Y ear Unit Capacity Call Optio duct (Intra-Day Peaking
MUCCO)

Analysis of proposals for this product will reflect t
proposal, including the elements proposed by th
elements that are common to all proposals for, j hange by the
Bidder. Specifically, offers for this produ ' [

be specified by Bidder, in $/kW-year. Other ter ollowing
pre-established elements, which are not subject to cation by the Bidder: avariable
O&M payment ($2.00/MWHh), Fixed Start-Up Paym 5.00 per MW per Start), a
Fixed Guaranteed Heat Rate (12,50 ice (daily Henry Hub Index).
The Bidders should assume that suc includes all applicable
adders, taxes, and start- up fuel paymel i ethisand al other pre-

erkng the|r proposed

4.2.1 A production cos
model expr&ssedl

each proposal in the production cost
e proposals will be evaluated both as

> Entergy peaking/reserve units may have additional minimum run requirements which
require extended run and prior notice. The cost of these requirements will be factored
into the evaluation and credited to the capacity costs of the proposals.

4.2.3 The product will be compared to market prices fer-adjusted to equivalent products,
established Hamediately-prior to the receipt of proposals.
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4.3.2

433

Three-Y ear Reserve Capacity Multiple-Y ear Unit Capacity Call Option Product (Three-

Y ear Reserve Capacity MUCCQO)

Analysis of proposals for this product will reflect the specific economic termsin each
proposal, including the elements proposed by the Bidder as well as the pre-determined
elements that are common to all proposals for this product and not subject to change by the
Bidder. Specificaly, offers for these products must include a proposed Option Premium to
be specified by Bidder, in $kW-year. Because this product is specmcally designed to
allow ESl to avoid operations and maintenance expenses for p , or peakl ng reserve,
units (refer to Section 4.3.3 below) which the Entergy Operati

owing pre-eStablished
elements, Which are not subject to modification by t idder: avariable O&M payment
($2.00/MWH), Fixed Start-Up Payfe Start), a Fixed Guaranteed
ex). The Bidders

i g/reserve units which operate inasimilar
s, ESI mtends to enterinto

require exte
into the evalua

and prior notice. The cost of these requirements will be factored
and credited to the capacity costs of the proposals.

Prior to the receipt of proposals in the Fall 2004 RFP, alist of potential units and their
respective forward cash costs will be provided to the Independent Monitor and
appropriate regulatory agencies only. These costs will be used in the analysis of the
Three-Y ear Reserve Capacity MUCCO proposals. They include avoidable non-fuel
O&M and capital costs to maintain the ability to operate the unit, but do not include the
variable costs of operating the unit, costs of maintaining environmental permits, or
Entergy service company costs The forward cash cost for units that are expected to be
included in the long-term Strategic Plan has been reduced by the estimated cost to place
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the unit into storage, maintain the unit in storage, and return the unit to service. These
three-year avoidable cost estimates are appropriate for use in analyzing the Three-Y ear
Reserve Capacity MUCCO proposals in this RFP, and are appropriate given the
expectation that units placed into temporary reserve may be needed as future supply
options beyond the three-year horizon, and until such time that it becomes clear that units
placed in reserve will never be returned to service, some longer-term costs of operation
(such as permitting and preservation of the unit) are not avoidable.

4.3.4 Prior to the commencement of deliveries under a Definitive A ent for aThree Year
Reserve Capacity MUCCO, ESI requires satisfactory Tran on'Service Study Results
from TBU verifying that the resource would qualify as a rk resource for the entire
three year period.

|4.4  Dispatchable Multiple-Y ear Unit Capacity

(Digpatchable MUCPA)

Analysis of proposals for this product will reflect t ific economic termsin each
proposal, including the elements pgeposed by the Bid well as the pre-determined
elements that are common to all proposa not subject to change by the

i the progdct include the following
jeation by the Bidder: avariable

established O&M and start costs will be added to arrive at a
generator € o identify dispatch cost the generator cost will be multiplied by a
dispatch penalty factor depending on the location of the generator.

» Any supplemental capacity over the base load capacity, e.g., duct-firing, will be
assigned a specific capacity value based on incremental heat rate. The capacity value
of the supplemental capacity will be credited to the Option Premium.

» Each proposal’ s Option Premium, net of credit for supplemental capacity, will be
allocated over the base load capacity based on expected capacity factor for the
proposal as well as a range of capacity factors to enable cross-product comparison
The expected capacity factor depends on the location of the generator. The expected

The statements contained in this Appendix are made subject to the Reservation of Rights set forth in the RFP and
subject to the terms and acknowledgements set forthFi)%heEP:rLopgo%J Submission Agreement.
e -



capacity factor is defined based on production cost modeling, for each of the
transmission zones Amite South, Central, WOTAB, and North, but will not be made
available to the Bidders.

| > The dl-in production cost in ¥MWh will be calculated by adding the Option
Premium, alocated across dispatched MWh, to the dispatch cost.

4.4.3 The product will be compared to market prices feradjusted to equivalent products,
established Hamediatehy-prior to the receipt of proposals.

45 Into Entergy LD Products

Analysis of proposals for this product will refl ifi ms in each
proposal, including the elements proposed by ermined

Bidder. Specifically, proposals for these produ asfollows:
(@ for On-Peak proposals (7x16) or (5x16), Bidd ecify a Fixed Guaranteed Heat

45.1 Prior to receipt of proposas, the prot ' utilized to establish a
demand curve reflecting the amounts € ; ) sthat are desired on the
Entergy System.

term planning @ssumptions. The model will include the Entergy Operating Companies
existing resources and resources for which there exists a Lettercontract and/or a |etter of
Intentintent for a power purchase or an acquisition, as of the date of receipt of proposals
in the Fall 2004 RFP.*. The deficit or surplus between load and resources in any hour
will be supplied from or to a modeled external market with access to economy energy.

The evaluation of the LD products will be performed prior to the evaluation of any other

as further described in Section 1.2 in the Fall 2004 RFP main body, and with an anticipated Delivery Term

1 Any offersfor purchase power contracts that are being considered by ESI due to directives from regulatory bodies
extending past June 1, 2006, may also be included as an existing resource.
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products. Therefore, any proposals selected from the LD product category will be added
to the basecase for evaluation, prior to the evaluation of the other proposals.

4.6.2 For products (i.e., Day-Ahead MUCCO;- and Intra-Day Peaking MUCCO;-and-the
Dispatehable MUJCPRA) with pre-defined dispatch characteristics (i.e., heat rate, VOM
and start costs), only one PROSY M run will be performed per region and capacity level
for that specific product and capacity level. The PROSYM run will then be applied to all
proposals of that product and capacity level in such region.

4.6.3 A dispatch penalty factor reflecting loss factors and the dist
System is specified for each of the transmission zones (i.
WOTAB, and North). The dispatch penalty factor is
the generator to identify a dispatch cogt, i.e. the price
the Entergy System. The dispatch penalty factor i
model and in the spreadsheet analysis.

in the Entergy
ite South, Central,
the variable cost of

4.7 Candidate Proposals

Evaluation Team will select a
valuation These proposals,
which Entergy is most

After the taitialinitial Economic Evauation, the
number of proposals that will ungergo the Deliverab
the Candidate Proposals, should réprésent the proposal
likely to transact.

5 Deliverability Evaluation

haCandidate

a ;-... a\VV/ala fa
- Q | | . - waaav e

will assess Whether a
straints.
|tyEValuat|0 il assess sirbilitv-and-cost-o

BLLON < AL QO X
— v g s

54 —The Deliverabilit
Proposal exhibi
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LD product proposals will not go through the Deliverability Evaluation.
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6 Candidate Proposal Portfolio Analysis

ef—study—R%peneeiaeter—&ef—Based on the results of the |n|t|aI E QIROMIC Eval uatlon and the
Deliverability Evaluation, the economic evaluation team will dey@0p aNaumber of portfolios
of Candidate Proposals with the potential to provide the greaigélenefit to the System.

The Déliverability Evaluation of the portfolios is describé E3, section 5. After
consultation with the Independent Monitor, certain prg gl as Candidate
Proposals, wittmay be eval uated-afterconsultationdWth-tHe ¥enitor- to
determine if their potential counter-flow benefi | i
Candidate Proposals would provide sufficient/a

alda OLIS alalifa'aWalal a cost-agddge A
v \/ A

inclusion of that certain proposal to one or more P

g ; iy -‘
Porttfal8E portfolios.

PROSYM simulations of Pertfeliepol
capacity and availability adjusted for &

h8. production cos ith overall Portfeheportfolio
b i 0lio deliverability dueto

ermine each

Ording to thelr overall economic benefit to the
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