ENTERGY SERVICES, INC.’S RESPONSE TO
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April 7, 2006

Entergy Services, Inc. (“ESI”) submits these Comments on behalf of the Entergy Operating Companies in response to the written comments regarding ESI’s Draft 2006 Long-Term Request for Proposals for Supply-Side Resources received from, Plum Point Energy (“Plum Point”), the Louisiana Energy Users Group (“LEUG”), Williams Energy (“Williams”), and Calpine Corporation (“Calpine”), as well as the issues raised in questions submitted by various market participants.  ESI responds briefly to those comments in these summary Response Comments and will attempt to indicate where modifications or clarifications will be made to the RFP in response to those comments.  However, to the extent these Response Comments are perceived to be in conflict with the Final 2006 Long-Term Request for Proposals for Supply-Side Resources (“Final 2006 Long-Term RFP”), the Final 2006 Long-Term RFP will control. 

ESI appreciates the efforts of the Louisiana Public Service Commission (“LPSC”) Staff and potential Bidders in attending the LPSC Technical Conference and the Bidders’ Conference, as well as submitting questions and comments regarding the 2006 Long-Term RFP.  ESI hopes to clarify and potentially improve the RFP based, in part, upon the feedback, questions, and comments received from those parties.  However, certain potential Bidders asked a number of questions and submitted comments that were not specifically applicable to the 2006 Long-Term RFP; rather, they were general statements and assertions pursuing agendas that some market participants and trade associations have been raising over a number of years.  ESI will respond generally to those comments, but ESI’s Response Comments should not be considered to be the definitive response on the issues.  
(1) 
Evaluation Methodology
Several of the comments received relate to the availability of assumptions and inputs to the evaluation models to potential Bidders.  In general, ESI does not believe that these types of inputs/assumptions information are needed to help a Bidder determine whether or how to develop and submit a proposal in response to the 2006 Long-Term RFP.  Further, ESI considers this information to be confidential and proprietary, the disclosure of which could negatively affect ESI’s ability to secure resources for retail customers at the lowest reasonable supply cost while maintaining reliable service.  Therefore, aside from the transmission load flow cases and input files posted on the RFP website, ESI will not provide to Bidders assumptions and inputs to the economic evaluation models.  However, this information will be provided to and discussed with the Independent Monitors prior to the receipt of proposals.  Consistent with the process described in Appendix E-1, ESI will apply its point of view assumptions consistently to all proposals.  

One commenter has asserted that the evaluation should factor in the environmental impacts and costs of the CAIR rules.  Bidders should note that environmental costs will not be considered during the Stage 1 screening analysis.  The relative differences among proposals within the same product category associated with such costs are expected to be minor.  From an environmental evaluation perspective, CCGT proposals are expected to be nearly identical.  Similarly, Solid Fuel proposals will be expected to be from new build projects that will be required to comply with New Source Review Standards.  During the Stage 2 Detailed Analysis, the evaluation will consider relative differences between proposals relating to environmental costs, including CAIR.  The evaluation will consider ESI’s point of view assumptions about the cost of particular emissions and the emissions rates for particular technologies.  Additionally, the production cost modeling used in Stage 2 of the economic evaluation includes assumptions regarding potential environmental costs, including CAIR, associated with the operation of existing units.  
Several of the comments received stated that the RFP should address the potential for retirements/displacements of existing capacity.  To the contrary, the RFP does address this in Section 1.4, and the issue is addressed in more detail in response (2) below.  
(2) Retirements/Displacements 

Several commenters asserted that ESI should consider the potential for retirements and displacements in considering the amount of resources that will be acquired through this RFP.  Some of those commenters have been asserting for years to the LPSC that the System should retire some of its older units and replace that capacity with new generation.  The issue of retiring or displacing existing, older generating units is one that has been debated extensively in other proceedings, and all of those arguments need not be repeated here.  Rather, the focus of the comments should be upon the manner in which potential retirements and/or displacements will be evaluated in the context of this RFP.  
ESI discussed the manner in which it will evaluate the potential for acquiring additional resources in this RFP, including where retiring or displacing older units appears economic.  As stated in Section 1.4:  

The proposals received in response to this RFP will first be evaluated in light of the System’s currently-identified need for incremental baseload and load-following capacity.  ESI also will examine whether displacement of existing resources with proposals received in response to this RFP would result in an overall decrease in all-in production costs.

ESI will utilize the same evaluation criteria and methodology to determine if a proposal would result in such an overall decrease in all-in production costs.

In addition, it also is worth noting that several commenters mischaracterize the benefits of retirements and the conclusions reached by the LPSC Staff in its Retirement Study.  For example, one commenter asserted: 
An interim conclusion reached in the retirement study proceeding is that Entergy has a large number of older generating units that operate at very high inefficient heat rates that should be retired.

No citation was provided for this “interim conclusion,” and ESI disagrees that this was the conclusion reached by the LPSC Staff.  Rather, quoting directly from the Staff’s report, the following was one of the Staff’s analytical findings: 
The savings from a retirement/replacement plan are mostly attributable to adding efficient new capacity to the System that can be relied upon to displace high-cost generation from other Existing Entergy units.  It is much less important whether the new capacity is associated with retirements or the SSRP.
  
The actual conclusion reached by the LPSC Staff was not that any existing units “should be retired” as that commenter has represented.  Instead, the LPSC Staff’s reports states clearly:
Staff does not assume that a retirement/replacement action either will or will not be cost effective, and instead the issue should be resolved through market bids.  As Entergy conducts its next (long-term) RFP, its first priority should be to address its identified capacity need and acquire the capacity to meet those incremental needs.  Once that is accomplished, it can use the RFP bids to go a step further and determine whether acquisitions in excess of the identified need – to replace an existing high cost plant – would be warranted.

ESI believes that analysis of proposed retirements/displacements contemplated in the 2006 Long Term RFP complies with the recommendations issued by the LPSC Staff and adopted by the LPSC.  

ESI’s approach to retirement studies, and the manner in which the potential for retirements/displacements will be analyzed in connection with this RFP, considers all of these issues, along with the potential for fuel savings.  Any retirement study that focuses exclusively or predominantly on fuel savings and only secondarily, if at all, on all of the relevant cost issues associated with retirement decisions is not likely to shed light on which combinations of resources will produce the lowest total supply cost. 

The Companies disagree with comments received that indicated it would be appropriate for the Entergy System to consider permanently retiring existing resources based upon the proposals received in response to the upcoming limited term (one-three years) and intermediate term (three-five years) RFP.  The older System gas-fired units that ordinarily are the focus of the retirement/displacement discussions provide the System and its retail customers a low-cost capacity option to serve peaking/reserve supply roles.  Under certain circumstances, it may be appropriate to place a unit in reserve status for a period of time based upon the existence of a limited or intermediate term resource that has been acquired, and such options would be considered in upcoming RFPs.  However, the Companies do not believe it is appropriate to permanently remove what represents a valuable long-term capacity option (the older System gas-fired units) on the basis of a limited or intermediate term product, such as those anticipated to be sought in the upcoming RFP.  Rather, economic offers in the intermediate term product category are more likely to serve the function of providing a resource option to the System during the time anticipated for newly constructed capacity to become commercially operational.

(3) Capacity Need 

The primary objective of this RFP is to solicit competitive proposals to provide the Entergy Operating Companies with flexible and cost-effective long-term generating resources to meet their retail customers’ needs in a reliable and economical manner.  This RFP primarily seeks incremental baseload Solid Fuel and load-following CCGT resources, as ESI’s planning has identified the need for both types of resources.  The SSRP indicates the Entergy System could utilize 2,000-5,000 MW of load-following CCGT resources and approximately 3,000 MW of baseload resources during the planning horizon (detail on the Entergy Operating Companies resource planning objectives can be found in Appendix H of the RFP).  To meet these needs and objectives, ESI is targeting 1,000 MW of CCGT load-following resources and 1,000 MW of Solid Fuel resources in this RFP.  Without attempting to provide an exhaustive description of the Entergy System’s planning process, in brief, the Entergy Operating Companies are not seeking to address the full capacity requirements of the Entergy System through the 2006 Long-Term RFP.  
The levels of capacity solicited in this RFP reflect the following considerations:

1. This RFP is seeking only long-term resources.  The SSRP anticipates reliance on approximately 1500-3000 MW of limited-term power acquired through ongoing RFPs, including an RFP for limited-term resources to be issued later this year.
2. Additional long-term resources are anticipated to be solicited in future RFPs. 
3. There is a practical limit to the number of long-term transactions that ESI can manage simultaneously.
4. ESI anticipates that additional resource alternatives offering potentially attractive economics will become available in the coming years.  It is not in the best interests of the customers of the Entergy Operating Companies to fill the entire long-term resource needs of the Entergy System at this time. 
Although the Entergy Operating Companies desire the addition of load-following CCGT resources and baseload Solid Fuel resources to their respective portfolios, they are not committing to any minimum amount.  Further, depending on the attractiveness of the proposals received, ESI may acquire more than the targeted amounts as part of this RFP.  
The RFP evaluation also will consider the potential economic value associated with displacing units in the reserve supply role, which could result in additions in excess of reliability needs.  However, ESI disagrees with the comments suggesting that the Entergy System should increase the amount of capacity it intends to acquire in this RFP in order to effect the retirement of generation.  As discussed above, it is not in the best interests of retail customers to fill the entire resource needs at this time, or to identify a specific amount of capacity to be retired.

ESI’s view on this issue appears to concur with the view expressed by the LPSC Staff.  As noted in the LPSC Staff’s Retirement Study:

The merchant group recommendation is to specifically target “at least” 1,300 MW of retirements in Entergy’s next RFP in addition to the System’s identified capacity need.  Staff disagrees with this structure and believes it potentially could harm ratepayers.  It sends a signal to the market that Entergy is committed to a very large capacity purchase in its RFP, beyond what might be economically justified, enhanced by the mandated retirements.  This signal will encourage suppliers to raise their bid prices in response to a perceived robust demand from Entergy.  We believe that consumers will obtain the best prices and the lowest reasonable cost generation supply when Entergy has the flexibility to determine when it will and will not purchase from the market (subject to Staff review and Commission approval) rather than being forced in advance to make uneconomic purchases.  Consumers may be harmed by Entergy attempting to acquire too much capacity from the market too quickly.

The LPSC Staff repeated these beliefs in its Comments on this RFP.  ESI believes the manner in which it has structured the evaluation is consistent with that suggested by the LPSC Staff, and the best approach to adding new resources or considering retiring existing resources.  
(4) Transmission Evaluation / Regional Resource Planning
One commenter asserted that no transmission upgrade costs should be included in the evaluation of the proposals.  ESI agrees with the LPSC Staff’s response to this issue that transmission upgrade cost must be considered in the evaluation of the proposals.  However, in all cases and contrary to the LPSC Staff’s suggestion, ESI intends to analyze the cost of transmission upgrades needed to qualify a resource to become a Long-Term Network Resource, including the cost of any potential transmission additions or upgrades, and Bidders should not estimate and include in their proposals the cost necessary for such qualification.  This analysis will be performed even if the Bidder agrees to absorb these costs as it is necessary for ESI to understand whether such a commitment is realistic.  ESI will consult with the Independent Monitors as to how such a commitment should be addressed further in the evaluation process.  In addition, ESI notes that the detailed transmission evaluation described in Appendix E-2 contemplates evaluating whether a proposed resource could obtain transmission service by delisting or displacing an existing unit.  

In addition, one commenter asserts that the System should divulge information about its reliability/must-run units to prospective Bidders.  As is the case with other information sought regarding the evaluation methodology, ESI does not believe that these types of inputs/assumptions information are needed to help a Bidder determine whether or how to develop and submit a proposal in response to the 2006 Long-Term RFP.  Note, however, that as outlined in the response to LPSC-24, ESI will evaluate the potential for a proposed resource to relieve an existing reliability must run constraint.  The Final 2006 Long-Term RFP will include a revised and refined description of how the mitigation of RMR requirements will be considered in the RFP evaluation. 

(5) Regional Resource Planning
Other comments assert that this RFP should be delayed to permit ongoing studies to be completed, and/or advocate that a more regional approach to transmission planning be considered in determining the lowest cost resources available to the System.  First, ESI does not believe that it is in the best interest of customers to delay implementation of this RFP.  The capacity needs of the Entergy Operating Companies exist now.  An indefinite delay in acquiring resources simply means delaying potential savings to the Entergy Operating Companies’ customers.  Further, this issue is beyond the scope of this RFP and would require an extensive and careful examination by all affected regulators, utilities, and other appropriate participants before any reasonable conclusions could be reached regarding this issue.

(6) Debt Imputation

The overarching objective in the evaluation process will be to identify resources that meet the Entergy System’s supply objectives and provide power at the lowest reasonable cost consistent with the provision of reliable service.  All proposals will be evaluated on the basis of total production cost, including the recovery of and on capital.  Consistent with this principle, the implications of PPA obligations on debt capacity and capital structure are valid considerations in the evaluation of long-term supply resources because these consequences affect the cost of power.  ESI views debt imputation as the PPA equivalent of a “carrying charge” applied to owned resources.  Consequently, the effects of debt imputation on capital costs, and ultimately on the cost borne by customers, will be considered in the evaluation process.  These effects will be considered in Stage 2 of the economic evaluation, not during the Stage 1 Screening Level Analysis.  Further, resources will be evaluated with and without consideration of imputed debt.  
The Economic Evaluation Team (“EET”) will use the following methodology to asses the effects of PPAs on debt capacity.
1. Calculate the imputed debt obligation by multiplying the PPA capacity payment by 50%.

2. Determine the equity infusion that would be required to maintain the utility capital structure.

3. Compute the equity cost based on the required equity return and add to the capacity charge.

In the event the EET determines that adjustments to the above method are needed to reflect specific circumstances, the EET will discuss proposed revisions with the IMs. 

Exhibit 1 provides a simplified illustration of the calculation methodology.  
Exhibit 1
Illustration of Method for Considering the Effects of Debt Imputation
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Illustrative

ASSUMPTIONS

Utility Equity Rate of Return %11%

Utility Debt Ratio %55%

Levelized PPA Capacity Payment $/kW-YR$50

Imputed Debt (% of Capacity Payment) % 50%

CALCULATIONS

Levelized Debt Obligation $/kW-YR$25

Imputed Debt % X Capacity Payment

Required Equity Infusion $/kW-YR$20

Required to maintain utility capital structure.  [Debt 

Obligation/Debt Ratio*Equity Ratio)

Equity Cost $/kW-YR$2

Required Equity Infusion X Equity Rate

Revised Capacity Payment $/kW-YR$52Adjusted Capacity Payment (Capacity payment + 

Equity Cost)

 
The assumptions used in the above example, including the equity rate and debt ratio, are illustrative.
(7) Other Bidder Concerns
Some comments received stated a concern regarding the requested due diligence information and the requirement for obtaining corporate approvals prior to submitting proposals.
ESI recognizes the length and breadth of the requested preliminary due diligence information and believes this to be a critical part of the detailed evaluation.  ESI points out that Bidders have been made aware of the due diligence requirements well in advance of the deadline and are encouraged to get an early start on assembling the information.  However, in deference to this concern, in the Final 2006 Long-Term RFP, ESI will specify which of the requested due diligence items will be required to be submitted within the two week timeframe discussed in Section 2.1.  The remainder of the requested due diligence items will need to be provided by Bidder on a “best efforts” basis.   
With respect to the corporate approvals issue, ESI has relaxed that requirement until later in the RFP process.  The Final 2006 Long-Term RFP will state that final corporate approval of a proposal need be obtained only prior to Phase 8 – Contract Negotiations.  ESI reiterates, however, that this revision will not change the requirements set forth in the RFP concerning when and to what extent an RFP proposal may be modified and agrees with the LPSC Staff’s comments that Bidders should not use the relaxation of this requirement as an opportunity for the “gaming” of proposals.
(8) QF PURPA issue

In a letter dated March 10, 2006, on which it copied all members of the Louisiana Public Service Commission (“LPSC”) as well as the LPSC’s Executive Secretary, Calpine requested that Entergy Services, Inc. (“ESI”) retract a statement in its 2006 Request for Proposals for Long-Term Supply Side Resources (“2006 Long-Term RFP”) that the Entergy Operating Companies do not intend to provide a preference to QFs in selecting proposals received in response to the 2006 Long-Term RFP.  Calpine claims that it has the right under the Public Utility Regulatory Policies Act of 1978 (“PURPA”) to preempt proposals received in response to the RFP and to demand that it receive a preference in selecting proposals for award, although Calpine provides no specific suggestion for how such a preference would be given.  ESI believes that this position would violate established precedent of the Federal Energy Regulatory Commission (“FERC”) regarding PURPA.  Calpine also ignores the clear directives in the Louisiana Public Service Commission’s (“LPSC”) Market Based Mechanisms Order (the “MBM” or “MBM Order”) for the conduct of an RFP, and the absence in that Order of any exemption for QFs.   ESI also believes that Calpine’s position, if permitted, would greatly undermine the competitive procurement process provided for in the 2006 Long-Term RFP. 

In addition, with respect to Entergy Gulf States, Inc. and Entergy Louisiana, LLC, the LPSC is conducting a rulemaking in Docket No. R-28376 to examine whether to exempt QFs from the MBM Order and allow the preference that Calpine seeks.  It would be highly inappropriate to ignore that rulemaking and the MBM Order to accommodate Calpine’s requested preferential treatment.  If any regulatory agency is to decide to grant a preference to QFs—the legality of which would be questionable given FERC precedent--that decision should be made in the context of a rulemaking, including the rulemaking currently being conducted by the LPSC.  Because of the complex legal and regulatory issues involved in deciding to exempt QFs from the RFP process, the decision to grant a preference should not be made upon a letter request from one misguided QF that apparently fails to understand PURPA or the disruption to the wholesale electric market that would be caused by its exemption from the RFP process.
PURPA Does Not Allow Calpine to Claim a Preference for its Resources Over the Resources Owned by Other Generators.

Calpine misinterprets PURPA, which neither provides Calpine the right to displace an existing contract for the purchase of capacity nor allows Calpine an exemption from the competitive procurement process.  The FERC has been very clear that QFs may not displace existing contracts with offers to match that capacity through a sale by a QF.  In addition, the FERC also has supported the use of competitive procurement processes as the preferred means by which QFs may obtain capacity contracts with utilities.  Calpine’s assertion that its position as a QF provides it with an alleged “right of first refusal” would hinder, not foster, competitive markets and would be “clearly at odds with ensuring just and reasonable rates required by PURPA.”
  
As discussed further below, decisions of the FERC implementing PURPA recognize that QFs may be required to participate, on an equal footing with non-QF resources, in a competitive procurement process conducted by the utility.
  In sharp contrast to Calpine’s position, FERC never has found that QFs possess a right under PURPA to a first shot at fulfilling a utility’s capacity needs free from competition from non-QF resources.  Rather, when a utility uses a bidding process to obtain capacity resources, that process must allow for participation from all potential supply resources, not only QFs.

In Southern California Edison, the FERC made clear that restricting procurement processes to allow for participation only by QFs violates PURPA by giving QFs an unfair advantage over other market participants.
  In that case, the California Public Utilities Commission (“CPUC”) had established a bidding procedure to select new capacity resources for two utilities.  The CPUC eventually selected several QF resources that could supply the needed capacity at a price lower than what it would cost the utility to construct the capacity, but the bidding had been restricted to QFs.  FERC rejected this process, ruling that the CPUC’s bidding procedure violated PURPA because it excluded potential sources of capacity from which the utilities could purchase, and, therefore, the procedure could not properly determine avoided cost.  According to the FERC:

As the electric industry becomes increasingly competitive, the need to insure that the States are using procedures which insure that QF rates do not exceed avoided costs becomes more critical.  This is because QF rates that exceed avoided costs will, by definition, give QFs an unfair advantage over other market participants (non-QFs).  This, in turn, will hinder the development of competitive markets and hurt ratepayers, a result clearly at odds with ensuring just and reasonable rates required by PURPA, section 210 (b).
 

FERC has consistently reaffirmed the principle that if non-QF resources are not accounted for in a bidding process, the resulting avoided cost determination may violate PURPA.
  For example, in North Little Rock Cogeneration, the FERC rejected a QF’s efforts to challenge the award of a contract to a utility that had submitted a lower bid than the complaining QF in a competitive procurement process.
  Among other things, the QF had complained that certain provisions (involving credit requirements) in the contract lowered the purchaser’s avoided cost inappropriately, and that the purchaser’s avoided cost should be what it would cost the purchaser to acquire new power supplies had it not entered into the contract.  FERC rejected this argument and found that avoided cost is determined by all supply alternatives available to the purchasing utility.
  Furthermore, FERC stated that:
If the QF proposed by [Little Rock Cogeneration] could not match the rate offered by a competing supplier of power to the City, regardless of whether the competitor was or was not a QF, then the QF demonstrably was not offering a rate at the City’s avoided cost - - and the City had no obligation under PURPA to purchase power offered at a higher price than the lowest bid.

As evidenced by ample FERC precedent, FERC requires that all resources be taken into account in a bidding process.  The failure to account for all resources risks the possibility that customers will be required to pay more than the utility’s avoided cost in contracts with QFs.  FERC also allows states to require QFs to participate in competitive procurement processes, such as that provided for under the Market-Based Mechanisms Order.

FERC has recognized that although a utility may need capacity generally, it may not necessarily have a need for the capacity of a particular QF.  In particular, FERC has recognized that the ability of a QF to enable a purchasing utility to “reduce its need for capacity” is related to the QF’s particular operational characteristics.  FERC’s regulations accordingly provide that any determination of avoided cost must take into account, among other factors and to the extent practicable: the ability of the utility to dispatch the QF; the expected or demonstrated reliability of the QF; the usefulness of energy and capacity supplied from a QF during system emergencies; the smaller capacity increments and the shorter lead times available with additions of capacity from QFs; and the relationship of the availability of energy or capacity from the QF to the ability of the electric utility to avoid costs, including the deferral of capacity additions and the reduction of fossil fuel use.

As is abundantly clear from established FERC precedent, the FERC allows, and indeed encourages, states to require QFs to participate in competitive resource solicitations to satisfy a utility’s capacity needs.  Providing preferential treatment to QFs for any agreement would undermine the competitive wholesale market.  Over time, such preferential treatment would discourage other market participants from competing in the market, and a less robust market is likely to result in higher costs to customers and subsidies to QFs, contrary to the express dictates of PURPA.  Calpine’s position is belied by the actual requirements of PURPA and the pronouncements of the FERC interpreting PURPA and supporting the use of competitive procurement processes to award long-term contracts.  In sharp contrast to its assertion, there is no legal or regulatory support for Calpine’s position.
The MBM Order Provides for a Competitive Procurement Process that is Designed to Ensure that Utilities Procure the Lowest Reasonable Cost Resources Available.

The LPSC’s MBM Order requires that utilities follow a prescribed competitive procurement process when seeking to enter into capacity contracts of greater than one year in term and for resources in excess of 35 MW.  The order is explicit in requiring that utilities follow these processes if they expect to obtain Commission approval of their resource acquisitions.  There is no exception in the MBM Order for purchases from QFs.  
As one LPSC Administrative Law Judge recognized in issuing a stay of a case in which a QF sought a long-term contract outside of the RFP process, the “[f]ailure to comply with the MBM Order could result in the exclusion of some or all of the cost of the contract entered into from authorized expenses for ratemaking purposes, to the detriment of ELI’s shareholders.”
  The ALJ also recognized that there are significant public policy concerns involved in allowing a QF to displace a contract obtained through the MBM Order process.  As the ALJ ruled:
More important, a premature decision, directing ELI to enter into a twenty-year contract without processing that contract through the MBM Order could jeopardize the whole MBM Procurement process.  If RFPs can be undone even in the eleventh hour by a QF offer, there is little incentive to participate in the MBM process, which could harm ELI’s ability to solicit attractive bids.

Calpine has the same right as every market participant to participate in the 2006 Long-Term RFP, and if it wishes to obtain a contract, must submit a winning proposal.  Calpine simply cannot avoid the effect of the MBM Order as it exists today. 
Finally, to the extent that Calpine seeks an exemption from the RFP, it must seek a ruling from the appropriate state regulatory agency.  In Louisiana, the LPSC is engaged in just such a rulemaking.  On November 5, 2004, the Commission published notice of the QF Contract Rulemaking, in which it would address the interaction between the Commission’s Avoided Cost Order and the Market-Based Mechanisms Order.  In its request for comments in the QF Contract Rulemaking, the Staff sought to clarify the impact of the MBM Order on that process, stating:
This rulemaking proceeding has arisen as a result of the substantial cogeneration development in Louisiana, with some QFs seeking long-term capacity contracts pursuant to the Avoided Cost General Order.  While that General Order contemplates the possibility of negotiated contracts between the QF and the utility, the MBM Order is quite clear in requiring an RFP process for new resources over 35 MW or more than one year.  That Order mentions no specific exemption for QF resources and to Staff’s knowledge no such exemption was proposed during the rulemaking proceeding [surrounding the MBM Order]. . . . Staff believes that the purpose of this rulemaking is to clarify, as necessary, the operation of the MBM Order with respect to the acquisition of long-term QF capacity.
  

Hence, the Staff identified a number of issues associated with the acquisition of long-term QF capacity and the application of the MBM Order to contracts to sell that capacity to Louisiana utilities.  
Calpine is participating in the LPSC rulemaking and has filed comments regarding the issues being addressed.  Calpine participated in the Technical Conference in this rulemaking held on March 21, 2006, and it can submit additional comments on April 19, 2006 addressing its issues.  If there are any legitimate issues to be raised by Calpine to support its claim for an exemption from the MBM Order, those issues are appropriately determined in the rulemaking.  A letter most certainly is not the appropriate vehicle to address this issue.  
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