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This Appendix describes the preliminary product mix for the 2004 Supply Plan Procurement Portfolio that ESI anticipates as of the time that the Spring 2003 RFP was issued.  The preliminary 2004 Supply Plan Procurement Portfolio, described in more detail below, indicates the Entergy Operating Companies’ intention to acquire a total incremental supply of approximately 1,500 to 2,500 MW of capacity and/or energy resources to meet the expected needs of Entergy Operating Companies for 2004 and beyond.

ESI anticipates identifying and selecting resources to fill its needs by early April 2004 through the supply procurement process described in this Spring 2003 RFP document and the planned subsequent Fall 2003 RFP.  Currently, ESI intends to acquire roughly 35% to 75% of its anticipated 2004 requirements as a result of offers received during the Spring 2003 RFP, assuming Bidders offer appropriate amounts of and prices for the targeted products.  Decisions regarding the offers received under the Spring 2003 RFP will be completed prior to the commencement of the Fall 2003 RFP.

The optimum product mix for the ESI requirements will depend upon the relative market prices and other characteristics of the products offered; however, ESI has a preference for fully dispatchable, load-following products over block energy types of products.  The preliminary targeted product mix reflects expectations as of the issuance of the Spring 2003 RFP for the range of possible market responses, including typical offer size, prices and contract terms.  Since this information can only be estimated at the time of issuance of the RFP, refinements to the preliminary product mix will be made as part of the Spring 2003 RFP proposal evaluation process based upon actual market responses.  The revised product mix for the 2004 Supply Plan Procurement Portfolio will be utilized in making the final Spring 2003 RFP awards, and incorporated in subsequent procurement activities for 2004 needs during the remainder of the period.  

Table E-1 presents the preliminary product mix targeted for the 2004 Supply Plan Procurement Portfolio.  The table is organized to reflect the primary resource supply objective for each of the various products:

Table Section
Product Grouping
Primary Supply Need

Table E-1a
Multiple-Year Purchases
Dispatchable, Load-Following Capacity

Table E-1b
Unit Ownership Acquisition
Dispatchable, Load-Following Capacity

Table E-1c
Life of Unit Products
Baseload Capacity

ESI does not have a near-term requirement to purchase capacity to meet reliability needs in any particular geographic region or location, since existing transmission import capability and the Entergy Operating Companies’ existing resources within each planning region are expected to provide adequate capacity to meet firm peak load requirements. However, ESI will evaluate the ability of new resources to improve production costs through reducing commitment constraints that require the use of existing generation.  Currently, the most significant opportunities to reduce commitment constraints are associated with the need to provide load-following resources in the Amite South and WOTAB regions. 

In order to manage its risks relating to longer-term supply availability and cost for supply resources, ESI intends to develop and maintain self-supply options to provide supply resources for areas with significant transmission constraints. ESI plans to take steps to preserve the possibility that these self-supply options could be implemented within three years, if needed, as an alternative to power purchases or the acquisition of existing merchant facilities. These supply options could include the self-build of new generation and/or the construction of transmission facilities.  

ESI has identified several self-supply options to serve the long-term needs of the Amite South area which will be used to compare to alternatives offered through the Spring 2003 RFP process. These self-supply options include multiple alternatives for new generation capacity to be located at the Entergy New Orleans Michoud facility, including the possible installation of one or more CT’s, a CCGT project, or a repowering project involving the current Michoud 2 unit.  The long-term supply alternatives for serving Amite South needs also include the alternative of acquiring a long-term resource located outside the Amite South area in conjunction with transmission improvements providing additional firm transmission service.  ESI will utilize responses from the Spring 2003 RFP to evaluate supply alternatives that by the 2004-2005 timeframe could provide additional Life of Unit Capacity resources to serve Amite South requirements.

In general, especially with regards to long-term capacity decisions, all else being equal, ESI plans to obtain generation resources which best meet its geographical load requirements.  Resources located in transmission constrained areas or near dense load areas such as the Amite South region and the WOTAB region may offer benefits relative to resources that are located distant from the load, depending upon the relative prices of offers for the resources.  Selecting resources located close to the load reduces losses and also helps preserve transmission interface capability for enhanced reliability and potential economy purchases.  Further, this approach reduces the risks associated with uncertainties regarding future transmission system capabilities, market structure, and congestion management. 

For these reasons, all else being equal, the preliminary targeted supply plan seeks to procure new generation resources which are distributed across the geographic area where the Entergy System’s retail loads are located, consistent with the needs of each of the Entergy Operating Companies for additional resources.  The geographic distribution of new resources should be consistent with the supply roles needed for the region.  Actual purchase decisions with respect to any particular resource will reflect relative prices among offers for different resources, as well as an assessment of each resource’s flexibility to deliver power as a system-wide resource for economic dispatch and inter-area reliability.  

Table E-1a

Dispatchable, Load-Following Products – Multi-Year Purchase Products

Product
Preliminary Targeted Quantity (MW): Planned for Total Needs for 2004
Preliminary Targeted Quantity (MW):  Expected to be Obtained in Spring 2003 RFP Procurement

Multi-year Unit Capacity Call Option (MUCCO) – CCGT 
0 MW – 300 MW
0 MW – 300 MW

Multi-year Unit Capacity Call Option (MUCCO) – CT
0 MW – 350 MW
0 MW – 350 MW

Multi-year Unit Capacity Purchase Agreement (MUCPA) – CCGT or Cogen  
0 MW – 1200 MW
0 MW – 550 MW

Multi-year Unit Capacity Purchase Agreement (MUCPA) – CT 
0 MW – 500 MW
0 MW – 500 MW

TOTAL:  All Product Purchases – Dispatchable, Load-Following Capacity



1 Year Contract Term
0 MW – 550 MW
0 MW – 550 MW

2 Year Contract Term
0 MW – 550 MW
0 MW – 550 MW

3 Year Contract Term
0 MW - 550 MW
0 MW - 550 MW

Total – All Contract Terms
0 MW - 1200 MW*
0 MW - 800 MW*


Note:  Target product mixes and expected procurement amounts are based upon estimated information available at the time of the preparation of the Spring 2003 RFP.  ESI reserves the right to adjust the product mix and targeted procurement quantities based upon updated information, including revised forecasts of need and updated market prices determined from RFP responses or other indicators of market prices.  Within a procurement category, quantities purchased will depend upon, among other things, the relative prices of various products.


*  The maximum ranges indicated are estimates only and do not represent an absolute maximum for procurement purposes.
Table E-1b

Dispatchable, Load-Following Products – Unit Ownership Acquisition

Product
Preliminary Targeted Quantity (MW): Planned for Total Needs for 2004
Preliminary Targeted Quantity (MW) : Expected to be Obtained in Spring 2003 RFP Procurement

Ownership Acquisition – Dispatchable, Load-Following CCGT or Cogen
0 MW – 550 MW
0 MW – 550 MW

Ownership Acquisition – Dispatchable, Load-Following CT or Quick Response Capacity
0 MW – 350 MW
0 MW – 350 MW

TOTAL:  All Products – Ownership Acquisition – Dispatchable, Load-Following
0 MW – 550 MW*
0 MW – 550 MW*

Note:  Target product mixes and expected procurement amounts are based upon estimated information available at the time of the preparation of the Spring 2003 RFP.  ESI reserves the right to adjust the product mix and targeted procurement quantities based upon updated information, including revised forecasts of need and updated market prices determined from RFP responses or other indicators of market prices.  Within a procurement category, quantities purchased will depend upon, among other things, the relative prices of various products.

*  The maximum ranges indicated are estimates only and do not represent an absolute maximum for procurement purposes.

Table E-1c

Baseload Capacity - Life of Unit Products

Product
Preliminary Targeted Quantity (MW): Planned for Total Needs for 2004
Preliminary Targeted Quantity (MW): Expected to be Obtained in Spring 2003 RFP Procurement

Ownership Acquisition – CCGT or Cogen (with/without fuel contract)
0 MW – 550 MW
0 MW – 550 MW

Ownership Acquisition – Baseload “Stable Fuel Price” - Solid Fuel 
0 MW – 550 MW
0 MW – 550 MW

Life of Unit Purchase – Baseload “Stable Fuel Price” – Solid Fuel
0 MW – 550 MW
0 MW – 550 MW

Life of Unit Purchase – Baseload “Stable Fuel Price” – CCGT/Cogen with Long-term Gas Contract
0 MW – 550 MW
0 MW – 550 MW

TOTAL: All Products – Life of Unit – Baseload Capacity 
0 MW – 1100 MW
0 MW – 550 MW

Note:  Target product mixes and expected procurement amounts are based upon estimated information available at the time of the preparation of the Spring 2003 RFP.  ESI reserves the right to adjust the product mix and targeted procurement quantities based upon updated information, including revised forecasts of need and updated market prices determined from RFP responses or other indicators of market prices.  Within a procurement category, quantities purchased will depend upon, among other things, the relative prices of various products.

*  The maximum ranges indicated are estimates only and do not represent an absolute maximum for procurement purposes.











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 forth in the Proposal Submission Agreement.


