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1. GENERAL INFORMATION

1.1 Introduction

Entergy Services, Inc. (“ESI”), acting as agent for one or more of the Entergy Operating Companies,
 is issuing this Spring 2003 Request for Proposals (this “RFP”)
 to solicit proposals for the delivery of electric capacity, energy and Other Associated Electric Products.  This RFP (sometimes hereinafter referred to as the “Spring 2003 RFP”) represents the third RFP in an ongoing, cyclical procurement process (“Procurement Supply Strategy”) that began in Fall 2002 and which ESI expects to continue to utilize to identify certain resource options and acquire resources for the 2004-2013 planning horizon.  This process (as described in greater detail below) is designed to capture the benefits of the competitive wholesale market for customers of the Entergy Operating Companies in a way that limits exposure to prevailing fuel, market and regulatory risks and uncertainties.  The process includes semi-annual formal Requests for Proposals coupled with continuous evaluation of market opportunities to provide ESI with cost-effective resource procurement options and to help efficiently manage ESI’s resource procurement strategy.  

ESI categorizes resources by the type of product, as further detailed in this RFP, and by the time horizon for the supply of capacity and/or energy from the resource, as described below:

Short-Term

Less than one year

Limited-Term

One to three years

Long-Term

Life of Unit Purchase or Bricks and Mortar Acquisition

As a result of the Fall 2002 RFP, ESI purchased approximately 425 MW of limited-term capacity and energy products and approximately 100 MW of Life of Unit Capacity and is currently in negotiation for a bricks and mortar acquisition of a generating plant.  ESI has also purchased approximately 225 MW of capacity and energy for the 2003 summer period through the 2003 Supplemental RFP which was issued in January 2003.  ESI continues to procure other short-term resources to meet its reliability needs, although this RFP will only solicit limited-term and long-term resources.  However, even with these short-term, limited-term and long-term purchases, the Entergy Operating Companies are looking for additional resources to reduce total costs to retail customers and improve the Entergy System reliability.

For the past several summers, the Entergy System’s reliability needs have been met through a variety of short-term and limited-term energy products (e.g., 5x16 block energy products or day-ahead call option products).  In the Procurement Supply Strategy initiated with ESI’s Fall 2002 RFP and continuing with this Spring 2003 RFP, however, ESI is seeking to meet both limited-term and longer-term reliability needs through the procurement of a 2004 supply plan procurement portfolio consisting of a broad range of wholesale power products intended to satisfy multiple supply procurement objectives for 2004 and beyond.  These supply procurement objectives for the 2004 supply plan procurement portfolio are described in Appendices D and E attached hereto and also are summarized briefly below. 

In acquiring the resources to meet reliability needs, ESI will seek to acquire a 2004 supply plan procurement portfolio consisting of several product types for both limited-term and longer-term resource needs.  The optimum 2004 supply plan portfolio resource mix (i.e., the proportion of needs supplied by each product type) will depend upon the relative prices and other characteristics of the various products.  In the Spring 2003 RFP process, the Entergy Operating Companies will attempt to meet a portion of near-term reliability objectives primarily through the acquisition of longer-term resources that satisfy resource planning objectives, if such resources can be acquired at reasonable prices and on acceptable terms. ESI also expects to acquire the types of limited-term products detailed herein to meet a portion of its Summer 2004 reliability requirements, but ESI will also acquire resources to meet some of these needs through procurements made outside of this RFP process or through subsequent RFPs.  Such acquisitions outside of the Spring 2003 RFP are expected to include short-term standard market products including firm capacity and/or energy products such as call options, and capacity and/or energy products (with Other Associated Electric Products) for terms of less than one year generally acquired through weekly, monthly or supplemental RFPs. 
The Entergy Operating Companies continue to seek Dispatchable, Load-Following Capacity provided from efficient generation that can be placed under the control of the Entergy System’s dispatchers (both with respect to unit commitment scheduling and real-time economic dispatch), if these resources can be acquired at costs that would result in lower total system production costs than continued use of currently available resources.  This Dispatchable, Load-Following Capacity is expected to consist primarily of efficient gas-fired capacity from recently constructed combined cycle gas turbines (“CCGTs”), cogeneration facilities, or peaking Combustion Turbines (“CTs”).  It is anticipated that a majority of this limited-term capacity will be acquired as purchased power under Multiple-Year Unit Capacity Purchase Agreements (“MUCPAs”) with a smaller amount under Multiple-Year Unit Capacity Call Options (“MUCCOs”) as the MUCPA products provide more flexibility and load-following capability to ESI.  However, some portion of the Entergy Operating Companies’ longer-term needs for such capacity may be satisfied through bricks and mortar acquisitions of existing generating facilities (or of an undivided interest in such facilities) or through Life of Unit purchases of capacity from such facilities, if such resources can be acquired at a price and on terms that are attractive relative to the costs of the Entergy Operating Companies’ other options.

The Entergy Operating Companies will also continue to seek long-term baseload capacity to satisfy resource planning objectives of minimizing long-term total production costs and providing a significant portion of customer energy requirements from Stable Fuel Price resources whose production costs are not highly sensitive to the uncertainties associated with the future cost and availability of natural gas.  This capacity would be provided by solid fuel generation (e.g., coal, lignite, nuclear, petroleum coke) or through a Life of Unit Purchase of capacity, energy and all Other Associated Electric Products from, or bricks and mortar acquisition of, a “Stable Fuel Price” Baseload CCGT or Cogeneration resource with fuel to be supplied pursuant to an associated long-term gas supply contract.  The Entergy Operating Companies will seek Life of Unit resources acquired either through a bricks and mortar acquisition, i.e., actual ownership of an existing generating facility, or through a Life of Unit purchased power agreement that provides operational control and commercial flexibility substantially similar to ownership. 

1.2 Overview of the RFP and the Resource Planning and Acquisition Processes

This Spring 2003 RFP solicits offers designed to satisfy both limited-term  and long-term resource needs.  The Spring 2003 RFP is part of the Entergy System’s recently announced long-term resource planning and procurement process.  In this process, the Entergy Operating Companies intend to rely primarily on semi-annual, formal resource solicitations to identify economical resource options that can be acquired on a timely basis and that may be incorporated into future resource plans.

The Entergy Operating Companies expect to acquire approximately 1,500 – 2,500 MW of additional resources to satisfy customer needs for 2004.  A portion of those additional resources are expected to displace existing generation resources of the Entergy System.  Based on current information, the Entergy System’s additional resource need is projected to grow over the next decade to approximately 5,000 MW as indicated in Figure D-1 of Appendix D.  Projected resource needs by the end of the decade are expected to change as a result of actual events that will occur in the future, so ESI will continue to update and expects to change its projections of resource needs over time, as part of its ongoing planning process.  Ultimately, the resources used to satisfy these additional resource needs of the Entergy System will include resources acquired through the RFP process that was initiated by the Fall 2002 RFP and continued by the 2003 Supplemental RFP and this Spring 2003 RFP, as well as resources acquired through other short-term purchases and the self-supply/self-build options discussed below in Section 1.6.

In order to preserve ESI’s ability to consider all opportunities that may benefit the retail customers of the Entergy Operating Companies, ESI reserves the right to evaluate and consider resources and opportunities to acquire long-term resources from others, as such opportunities arise and which are compelling in terms of economic benefit to its rate payers, with the understanding that any decision to commit to these resources would be fully subject to any applicable review and approval by the appropriate regulatory bodies.  If such opportunities arise during the period of evaluation of proposals for ownership acquisitions or life of unit purchases submitted as a result of a formal RFP, any such opportunity would be evaluated along with proposals under consideration with the latter being given a preference over an otherwise comparable opportunity.  However, during the period of active evaluation of proposals in response to the Spring 2003 RFP, ESI has not considered and will not consider proposals for purchased power under agreements of one to three years that have not been offered in response to an RFP.  The RFP processes will present the only opportunities for Entergy Affiliates to offer any capacity and/or energy products to the Entergy Operating Companies.  

The resource requirements previously described reflect the quantity of power ESI expects to acquire to meet economic and reliability objectives.  After receipt of market responses associated with the Spring 2003 RFP, ESI will conduct further analysis to determine whether the acquisition of resources beyond the amount needed for reliability may be justified, based upon production costs or other planning objectives.  For example, the Entergy Operating Companies’ fleet of gas-fired units consists almost exclusively of steam units that are 30 or more years old, with heat rates in excess of 10,000 Btu/kWh.  At some point, it may be cost-effective to augment the capacity and/or energy from the Entergy Operating Companies’ existing fossil units with more efficient combined-cycle combustion turbine or solid-fueled capacity that, like the Entergy Operating Companies’ existing gas-fired generating units, can be committed and dispatched by the operators of the Entergy System’s generating resources.  A significant amount of new, more efficient, merchant generation has been brought on-line within the Entergy System’s region over the past few years, and even greater amounts of capacity are either under construction or in the planning stages.  The availability of this generation may provide the Entergy Operating Companies the opportunity to gradually displace some of the energy and/or capacity of their existing generating units if and when attractive economic and reliable options are identified.  However, the ability of ESI to displace some of its own resources in the manner described above depends on the willingness of market participants to submit proposals that allow ESI to achieve this planning goal.

ESI invites proposals from all potential suppliers who are capable of meeting the identified conditions of this RFP, including other electric utilities, marketers, wholesale generators, independent power producers, and qualifying facilities.  ESI also will allow, in this and subsequent RFPs, proposals from Entergy Affiliates.  The RFP process has been designed to ensure that Entergy Affiliate proposals will be evaluated in the same manner as any third-party proposal, and more generally, has been designed to ensure that proposals are evaluated and decisions made in an objective and impartial fashion which protects Bidders’ commercially sensitive information. 

During the contract term of purchased power or capacity sale and tolling agreements entered into as a result of this RFP, there is a possibility that changes in the wholesale market structure could occur as a result of the formation of Regional Transmission Organizations (RTOs) or other regulatory actions that may affect the wholesale generation market.  As part of the terms required under any such purchased power or capacity sale and tolling agreement, ESI will require that its acquisition of capacity and energy under that agreement will also include all subsequently developed products that are associated with the resource, including without limitation, capacity designations intended to assure resource adequacy and appropriate ancillary service products and other operational functions, such as emissions allowance allocations.  These other current and future attributes and capabilities of a generating resource during the term of an agreement with ESI or any of the Entergy Operating Companies are referred to as “Other Associated Electric Products” in this RFP.
All employees of ESI, any Entergy Operating Company or any Entergy Affiliate, including those involved in the RFP process, must adhere to applicable Affiliate Rules and Codes of Conduct.  ESI has retained Lexecon, Inc. (“Lexecon”), an independent, nationally-recognized, energy industry consulting firm, to assist in the development of the RFP solicitation, evaluation and selection process in an attempt to ensure that the RFP and evaluation process will be objective and impartial.  Lexecon also will monitor the conduct of the RFP solicitation, evaluation, selection and contract negotiation process to provide an objective third-party perspective.
The primary objective of this RFP is to solicit competitive proposals to provide the Entergy Operating Companies with flexible and cost-effective generating resources to meet their customers’ long-term load requirements in a reliable and economical manner.  Therefore, resource cost or proposal price is an important consideration but not the sole criterion for selecting a potential resource as part of the resource portfolio.  While cost minimization is an important criterion, other planning objectives and constraints must be considered to produce a reasonable supply plan.  ESI seeks to procure a resource portfolio that results in the lowest evaluated total production cost consistent with its planning objectives and constraints, which include minimizing risks associated with uncertainties regarding factors that cannot be known and are not measurable at the time of the decision (such as future cost and availability of natural gas, supplier credit issues, and other such factors).  ESI will select those resources which, in its opinion, represent the lowest reasonable cost solution to meeting the resource planning requirements of the Entergy Operating Companies and their customers, consistent with its planning objectives and constraints, based on an analysis of economic, operational and technical attributes, including factors such as project viability, location and performance factors, transmission implications, fuel supply and delivery issues and the financial viability of the Bidder.  ESI will evaluate individual options and combinations of options to identify those that satisfy these multiple objectives, which are described in greater detail below and in Appendices D and E hereto.  While ESI is seeking proposals to satisfy both limited-term and long-term needs, ESI will not necessarily make commitments to satisfy all of its long-term resource needs through this Spring 2003 RFP.  There will be subsequent RFPs in which additional resource alternatives will be considered, including an anticipated Fall 2003 RFP.  The information required to be provided by Bidders in response to this RFP is described in Appendix C, with terminology defined in the Glossary, Appendix A.  A description of how proposals will be evaluated based on these price and non-price factors is summarized under “Proposal Review and Evaluation Process” below, and is described in more detail in Appendix G.

1.3 Summary Descriptions of Products Sought

In this Spring 2003 RFP, ESI, as agent for one or more of the Entergy Operating Companies, is seeking proposals for the following types of products, each of which is described in more detail in the Product Packages included in Appendix C and the Model Contracts.

1.3.1 Multiple-Year Unit Capacity Call Option (MUCCO) Products

These products include unit-contingent call option rights to capacity and associated energy from specifically designated generation resources, including both CTs and CCGTs, for a one (1), two (2), or three (3) year period with delivery beginning on May 1, 2004, structured as detailed below, with a proposal to provide any of these products required to be tied to a specific generating resource.  Decisions on whether to proceed to negotiations for any such proposals will be made on or before May 20, 2003, as described below in Section 2.1.

A) MUCCO – CCGT or Cogeneration - a call option on the purchase of capacity, energy and all Other Associated Electric Products from a specific CCGT and/or cogeneration facility; and/or

B) MUCCO – CT/Quick response - a call option on the purchase of capacity, energy and all Other Associated Electric Products from a specific CT.

These products would provide ESI the ability to preschedule energy on a day-ahead basis based on the minimum hourly energy requirements specified by the Bidder.  Pricing for these products will be based on a capacity payment (expressed in $/kW-year) and an energy payment based on a Guaranteed Heat Rate for the term of the agreement multiplied by a Gas Price, as specified by the Bidder.  

To the extent that ESI does not dispatch energy from the specified generating resources for the next day, the seller would have the ability to sell this energy to other market participants or utilize it to serve its own load.

Term Sheet A in Product Package A of Appendix C summarizes the specific requirements for both of these products, which are generally described herein.  The MUCCO Model Contract details specific terms and conditions for this product and, as part of its proposal, the Bidder must offer to enter into a Definitive Agreement on substantially the terms and conditions set forth in the MUCCO Model Contract.
1.3.2 Multiple-Year Unit Capacity Purchase Agreement (MUCPA) Products

These products include unit-contingent purchase and/or gas tolling products with rights to capacity, energy and all Other Associated Electric Products from specifically designated generation resources, including CCGT, cogeneration and CT resources, for a one (1), two (2), or three (3) year period, with delivery beginning on May 1, 2004, structured as detailed below, with a proposal to provide any of these products required to be tied to a specific generating unit.  Decisions on whether to proceed to negotiations for any such proposals will be made on or before May 20, 2003, as described below in Section 2.1.

A) MUCPA – CCGT or Cogeneration (Dispatchable) - a dispatchable CCGT or Cogeneration MUCPA Product which provides to ESI the ability to schedule and dispatch energy from a specific CCGT or Cogeneration facility on an hour-ahead basis, with no minimum annual energy requirements, but with a minimum generation level specified by the Bidder, but not to exceed 50% of the Contract Capacity.  ESI is seeking proposals which provide maximum dispatch flexibility at the lowest reasonable cost.  ESI shall have the ability to start-up and shut down the unit at its discretion based on the physical capabilities of the unit specified and subject to other terms and conditions described herein and in Term Sheet B in Product Package B of Appendix C.  Pricing for this product will be based on a capacity payment (expressed in $/kW-year) and an energy payment based on a Guaranteed Heat Rate multiplied by a Gas Price, as specified by the Bidder or in the event the proposal is for an entire unit, the heat rate may be based on the actual heat rate of the facility.  Bidders should fully describe any impacts that steam demand may have on the effective heat rate of any cogeneration facility being proposed.  Term Sheet B in Product Package B of Appendix C summarizes the specific requirements for this product, which are generally described herein  The MUCPA Model Contract details specific terms and conditions for this product and, as part of its proposal, the Bidder must offer to enter into a Definitive Agreement on substantially the terms and conditions set forth in the MUCPA Model Contract; and/or

B) MUCPA – CCGT or Cogeneration (Limited Dispatch) - a limited dispatch CCGT or Cogeneration MUCPA product which provides to ESI the ability to schedule/dispatch energy from a specific CCGT or Cogeneration unit on an hour- ahead basis, with a minimum annual energy requirement and a minimum generation level specified by the Bidder, but not to exceed 50% of the Contract Capacity.  ESI is seeking proposals which provide maximum dispatch flexibility at the lowest reasonable cost.  Pricing for this product will be based on a capacity payment (expressed in $/kW-year) and an energy payment based on a Guaranteed Heat Rate multiplied by a Gas Price, as specified by the Bidder or in the event the proposal is for an entire unit, the heat rate may be based on the actual heat rate of the facility.  Bidders should fully describe any impacts that steam demand may have on the effective heat rate of any cogeneration facility being proposed. Term Sheet B in Product Package B of Appendix C summarizes the specific requirements for this product, which are generally described herein.  The MUCPA Model Contract details specific terms and conditions for this product and, as part of its proposal, the Bidder must offer to enter into a Definitive Agreement on substantially the terms and conditions set forth in the MUCPA Model Contract; and/or

C) MUCPA – CT/Quick Response Capacity - a dispatchable CT/Quick Response MUCPA Product which provides to ESI the ability to schedule/dispatch energy from a specific CT generating unit on an hour-ahead basis, with no minimum annual energy requirements, but with a minimum generation level as specified by the Bidder, but not to exceed 50% of the Contract Capacity.  ESI is seeking proposals which provide maximum dispatch flexibility at the lowest reasonable cost.  ESI shall have the ability to start-up and shut down the unit at its discretion based on the physical capabilities of the unit specified and subject to other terms and conditions described herein and in Term Sheet C in Product Package C of Appendix C.  Pricing for this product will be based on a capacity payment (expressed in $/kW-year) and an energy payment based on a Guaranteed Heat Rate multiplied by a Gas Price, as specified by the Bidder or in the event the proposal is for an entire unit, the heat rate may be based on the actual heat rate of the facility.  Term Sheet C in Product Package C of Appendix C summarizes the specific requirements for these products, which are generally described herein.  The MUCPA Model Contract details specific terms and conditions for this product and, as part of its proposal, the Bidder must offer to enter into a Definitive Agreement on substantially the terms and conditions set forth in the MUCPA Model Contract.

1.3.3 Life of Unit Purchase or Bricks and Mortar Acquisition

These products include capacity procured from new or existing generating units, either through an outright “bricks and mortar” acquisition of the ownership of a unit (or an undivided interest in a unit), or through a Life of Unit Purchase agreement, with purchase completed or delivery beginning in 2004, 2005 or 2006, and would be structured as follows:  
A) Stable Fuel Price Life of Unit (LOU) Capacity Purchase – Solid Fuel – a Life of Unit Purchase of capacity, energy and all Other Associated Electric Products from a “Stable Fuel Price” baseload solid fuel power generating unit (including, but not limited to, coal, lignite, petroleum coke or nuclear generation) delivered to a designated Delivery Point on the Entergy System.  Pricing for this product will be based on a capacity payment (expressed in $/kW-year) and an energy payment based on a fixed price per MWh for the initial ten years of the agreement (specified by year).  Depending upon a proposal’s pricing and operational terms, the estimated annual capacity factor for this product would be expected to range from seventy percent (70%) to ninety percent (90%).  Term Sheet D in Product Package D of Appendix C summarizes the specific requirements for this product, which are generally described herein; and/or

B) Ownership Acquisition of “Stable Fuel Price” Baseload Solid Fuel Capacity – acquisition of an undivided ownership interest in a solid fuel power generating unit (including, but not limited to, coal, lignite, petroleum coke or nuclear generation) capable of delivering energy to a designated Delivery Point on the Entergy System. Pricing will be based on a single fixed payment or a $/kW price.  Term Sheet E in Product Package E of Appendix C summarizes the specific requirements for this product, which are generally described herein; and/or

C) Stable Fuel Price, Life of Unit (LOU) Baseload Capacity – CCGT or Cogeneration with Long-Term Gas Contract – a Life of Unit Purchase of capacity, energy and all Other Associated Electric Products from a “Stable Fuel Price” Baseload CCGT or Cogeneration resource with fuel to be supplied pursuant to an associated long-term gas supply contract and with power to be delivered to a designated Delivery Point on the Entergy System.  ESI would expect this capacity to be provided from generation resources with very efficient heat rates, such as those resulting from the operation of cogeneration facilities.  Bidders should fully describe any impacts that steam demand may have on the effective heat rate of any cogeneration facility being proposed.  Pricing for this product will be based on a capacity payment (expressed in $/kW-year) and an energy payment based on the Heat Rate Curve of the unit multiplied by the Gas Price and would require a long-term (10 year), fixed-price gas fuel supply agreement.  The estimated annual capacity factor for this product would range from sixty percent (60%) to eighty percent (80%).  To further evaluate proposals offering to sell “Stable Fuel Price” CCGT or Cogeneration capacity that may be submitted by owners who cannot, or choose not to, provide a long-term gas supply contract, ESI intends to seek proposals in a separate process from qualified gas suppliers for firm, fixed-price gas supply contracts for terms of at least 10 years.  Term Sheet F in Product Package F of Appendix C summarizes the specific requirements for this product, which are generally described herein; and/or

D) Ownership Acquisition of “Stable Fuel Price” Baseload Capacity – CCGT or Cogeneration with Long-Term Gas Contract – acquisition of an undivided ownership interest in a CCGT or Cogeneration resource capable of delivering energy to a designated Delivery Point on the Entergy System, together with all rights under an associated long-term gas supply contract.  ESI would expect the generation resource to have very efficient heat rates, such as those resulting from the operation of cogeneration facilities.  Bidders should fully describe any impacts that steam demand may have on the effective heat rate of any cogeneration facility being proposed.  Pricing will be based on a single fixed payment or a $/kW price.   To further evaluate proposals offering to sell “Stable Fuel Price” CCGT or Cogeneration resources that may be submitted by owners who cannot, or choose not to, provide a long-term gas supply contract, ESI intends to seek proposals in a separate process from qualified gas suppliers for firm, fixed-price gas supply contracts for terms of at least 10 years.  Term Sheet G in Product Package G of Appendix C summarizes the specific requirements for this product, which are generally described herein; and/or

E) Ownership Acquisition of Dispatchable, Load-Following CCGT or Cogeneration – acquisition of an undivided ownership interest in a CCGT or Cogeneration generating resource capable of delivering energy to a designated Delivery Point on the Entergy System.  Bidders should fully describe any impacts that steam demand may have on the effective heat rate of any cogeneration facility being proposed.  Pricing will be based on a single fixed payment or a $/kW price.  Term Sheet H in Product Package H of Appendix C summarizes the specific requirements for this product, which are generally described herein; and/or 

F) Ownership Acquisition of Dispatchable, Load-Following CT/Quick Response Capacity – acquisition of an undivided ownership interest in a CT generating resource capable of delivering energy to a designated Delivery Point on the Entergy System.  Pricing will be based on a single fixed payment or a $/kW price.  Term Sheet I in Product Package I of Appendix C summarizes the specific requirements for this product, which are generally described herein.

G) Other Life of Unit (LOU) Purchase, including CCGT, CT or Multiple-Unit Proposals – a Life of Unit Purchase of capacity, energy and all Other Associated Electric Products from an individual or multiple specific generating units to be delivered to designated Delivery Points on the Entergy System.  Pricing for this product will be based on a capacity payment (expressed in $/kW-year) and an energy payment for each specified unit.  This product may be used for baseload, load-following or peaking capacity purposes based upon the appropriateness of the physical properties of the generating resource(s) and the economic terms of a proposal.  Term Sheet J in Product Package J of Appendix C summarizes the specific requirements for this product, which are generally described herein; and/or

H) Ownership Acquisition of Multiple-Units – acquisition of an undivided ownership interest in multiple specific generating units capable of delivering energy to designated Delivery Points on the Entergy System.  Pricing for this product will be based on a single fixed payment or a $/kW price for each specified unit. This product may include baseload, load-following or peaking capacity resources based upon the appropriateness of the physical properties of the generating resources and the economic terms of a proposal.  Term Sheet K in Product Package K of Appendix C summarizes the specific requirements for this product, which are generally described herein.

1.4 Future Capacity Needs  

The supply needs that determine the resource supply requirements for each of the Entergy Operating Companies are a function of six basic resource supply objectives:

1. 
Reliability - Provide adequate resources to meet customer peak period demands with adequate reliability. 

2. 
Production Cost – Baseload Supply Requirements - Provide low cost baseload resources to serve baseload requirements (the load level that is expected to be exceeded for at least 85% of all hours per year). 

3. 
Production Cost – Load-Following Supply Requirements - Provide efficient, dispatchable, load-following resources required to serve the time varying load shape levels that are above the baseload requirement load levels.

4. 
Generation Portfolio Enhancement - Provide a generation portfolio that avoids unnecessary and uneconomic reliance on inefficient and aging resources.

5. 
Risk Mitigation – Price Stability - Mitigate the exposure to price volatility associated with uncertainties in fuel and purchased power costs.

6. 
Risk Mitigation – Supply Diversity - Mitigate the exposure to major supply disruptions that could occur from concentrated or systematic risks (e.g. outages of a single generation facility).

The amount of additional Entergy System resources needed to provide adequate reliability is based upon the Entergy Operating Companies’ load forecasts and the Entergy System’s reliability criteria.  Over the next ten-years, ESI is seeking approximately 1,500 to 5,000 MW of new resources to serve the reliability needs of the Entergy Operating Companies.  Even more would be needed, if the Entergy Gulf State-Texas demand had not been excluded based upon the current assumption that retail deregulation will occur in 2004.  The Entergy Operating Companies have met a portion of these needs with resources acquired as a result of the Fall 2002 RFP, but the Entergy Operating Companies still need to acquire a significant amount of additional generation resources for the period 2004–2013.  

The type of capacity needed for the Entergy Operating Companies was determined through a generation supply role needs analysis based upon the load duration curve for the combined Entergy Operating Companies and production cost studies of alternative supply plans.  These studies conclude that the Entergy System production costs would benefit from additional long-term baseload generation and additional load-following resources based upon combustion turbine or combined-cycle technologies.  With newly added baseload and load-following resources, the Entergy System’s existing gas-fired generation is expected to be adequate for the peaking and reserve generation supply role. 

The additional long-term generation resources that the Entergy System has thus far acquired is predominantly baseload capacity.  ESI will continue to entertain offers for  resources, and has a significant current need for incremental resources that can be used in a load-following role.

The Entergy Operating Committee has set forth a planning objective to modernize and upgrade the efficiency of the generation fleet over the next decade, seeking to incorporate new gas fired combustion turbine technologies (such as Combined Cycle Combustion Turbine (CCGTs), cogeneration, and peaking Combustion Turbines (CTs)) that are expected to be more representative of the regional generation mix.  As noted earlier, ESI’s ability to meet this planning objective depends on the ability of ESI to construct such capacity or on the willingness of the market to offer suitable capacity, at a price that will be more economic than the costs assocated with existing resources. 

1.5 New Supply from Existing Entergy Operating Companies’ Resources

As clearly stated in the Fall 2002 RFP, in order to recognize and preserve ESI’s ability to consider all potential opportunities that may benefit the retail customers of the Entergy Operating Companies, ESI's policy is to evaluate and consider resources that are owned by one or more Entergy Operating Companies but that are not currently devoted to serving the retail customers of any Entergy Operating Company, with the understanding that any decision to commit to these resources would be subject to any applicable review by the appropriate regulatory bodies.
ESI recently developed a long-term resource plan for meeting the future energy needs of the Entergy Operating Companies’ retail customers.   of that long-term resource plan is the solid fuel baseload capacity provided by the “
, various Entergy Operating Companies would acquire the output of certain coal and nuclear generating units owned by Entergy Arkansas, Inc. and Entergy Gulf States, Inc. that have been part of the Entergy System, but that have been used to serve wholesale load.  The long-term plan anticipates that by 2008 up to 828 MW of solid fuel capacity from Operating Companies’ Wholesale Resources would be available to the Entergy System through multiple transactions.  

Transactions supplied from a portion of the Operating Companies’ Wholesale Resources have been proposed for inclusion in the Entergy System’s resources beginning in 2003. These transactions have been approved by the Entergy Operating Committee and each of the participating Entergy Operating Companies subject to any applicable review by the appropriate regulatory bodies. These transactions represent a total of approximately 520 MW, to be purchased by Entergy Louisiana, Inc. and Entergy New Orleans, Inc.  These transactions include life-of-unit purchase power agreements with Entergy Gulf States, Inc. for approximately 300 MW of capacity and energy associated with Entergy Gulf States’ 30% ownership interest in the River Bend Nuclear Generating Station Unit 1 that formerly was owned by Cajun Electric Power Cooperative, Inc., and life-of-unit purchase power agreements with Entergy Arkansas, Inc. for approximately 220 MW from that portion of Entergy Arkansas’ ownership interest in the Independence Steam Electric Station Unit 1, White Bluff Steam Electric Station Units 1 and 2, Arkansas Nuclear One Units 1 and 2, and the Grand Gulf Nuclear Station that had been used to serve Entergy Arkansas’ wholesale customers, and for Entergy Arkansas’ retained share of the Grand Gulf Nuclear Station.  The pricing for these transactions has been developed on a cost basis. Consistent with the goals articulated in the Fall 2002 RFP and this Spring 2003 RFP regarding the need for additional resources with stable fuel prices, and in light of information available at this time, both of these  appear to be cost-effective. However, ESI will evaluate the  in light of any relevant indicative proposals for long-term resources submitted in response to the Spring 2003 RFP in order to validate the economic and operational benefits associated with these resources as they have been proposed in the . 

The acquisition of the  transactions will not eliminate the need for additional resources sought by this Spring 2003 RFP, because this capacity represents only a portion of the Entergy System’s overall needs.  Even taking into account the resources procured in the Fall 2002 and Supplemental RFPs and the Operating Companies' Wholesale Resources, the Entergy System will continue to have a need for additional baseload and load-following resources that could be provided by additional stable fuel baseload capacity or by recently constructed and efficient gas-fired merchant capacity.  In fact, assuming that the capacity associated with the Operating Companies’ Wholesale Resources is part of the Entergy System's planned resources, ESI still needs to acquire at least three times this amount to meet the additional 2,000+ MW of resources expected to be needed by 2004, and five times this amount to meet the additional 3,000+ MW of capacity needed by the 2006-7 timeframe.   The capacity needs identified in Figure D-1 of Appendix D reflect capacity needs after assuming that the capacity from the 2003  transactions has been included in the Entergy Operating Companies’ resources. 

Consistent with the goals articulated in the Fall 2002 RFP and this Spring 2003 RFP regarding the need for additional resources with stable fuel prices, and in light of information available at this time, ESI anticipates that additional resources with stable fuel prices beyond the 520 MW of 2003 Operating Companies’ Wholesale Resources would be beneficial to its customers, and seeks to identify and evaluate other stable fuel price resource alternatives.  However, ESI reserves the right to offer any available  through the RFP process or other processes allowed by its regulators. Should such proposals be submitted, these resources will be evaluated in light of, and on the same basis as, any relevant proposals for long-term resources submitted in response to the Spring 2003 RFP.

1.6 New Supply from New Construction Self-Supply/Self-Build Options of the Entergy Operating Companies

ESI also stated in the Fall 2002 RFP that, in order to manage its risks relating to longer-term supply availability and cost for supply resources, ESI intended to develop and maintain self-build and/or self-supply options to provide supply resources for areas with significant transmission constraints.  ESI plans to take steps to preserve the potential that these supply options can 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 construction of new generation and/or the construction of transmission facilities in conjunction with, and in order to facilitate, access to additional generation resources located outside constrained regions.   

ESI has identified several self-supply options to serve the long-term needs of the Amite South area that will be compared to alternatives offered through the Spring 2003 RFP process.  These self-supply options will be evaluated over the project’s life cycle using project cost estimates that will be determined before any proposals are opened and include multiple alternatives for new generation capacity to be located at the Entergy New Orleans Michoud plant site.  It should be noted that the Michoud Facility is located in the Amite South region of the Entergy System, and that there are certain operational benefits that may be realized with the addition of incremental generation in the Amite South region.  Generation supply alternatives proposed in response to the Spring 2003 RFP from resources located within the Amite South region and self-build options within the Amite South Region will be evaluated against alternatives that would provide equivalent supply benefits through the construction of new transmission facilities and the acquisition of new long-term resources from capacity located outside the Amite South region.  The acquisition of such a long-term resource located outside the Amite South region in conjunction with transmission improvements providing additional firm transmission service would be considered as a long-term supply alternative for the Amite South region.  Based upon responses received to the Spring 2003 RFP, and based on other information obtained through the Fall 2002 RFP process and otherwise, ESI will evaluate supply alternatives, including self-build options, which by the 2004-2006 timeframe could provide additional long-term capacity resources to serve Amite South requirements and improve production costs.

The self-build alternatives that ESI is considering within the context of the Spring 2003 RFP and Market-Based Mechanisms process involve various alternative projects that would be located on the site of Entergy New Orleans, Inc.’s Michoud facility located in eastern New Orleans.  These self-build alternatives include the construction of simple-cycle combustion turbine (“CT”) capacity at the Michoud site that, if warranted, could be used to repower Michoud Unit 2.  There are three separate options at the Michoud site:  Alternative I would consist of the construction of simple-cycle CTs at Michoud.  Alternative II would include Alternative I and build upon it by installing heat recovery steam generators and associated auxiliary equipment to convert Michoud Unit 2 into a combined-cycle gas turbine (“CCGT”) through boiler repowering.  Alternative III would be the construction of new CCGT capacity at the Michoud site.

Alternative I – Simple-Cycle Combustion Turbine Capacity

In Alternative I, two (2) “F” – Class combustion gas turbines would be installed and commissioned in simple-cycle operation providing approximately 320 MW of capacity suitable for peaking operation.  A CT includes an air compressor, a combustor, and an expansion turbine.  Gaseous fuels are burned under pressure in the combustor, producing hot gases that pass through the expansion turbine driving the air compressor.  The shaft of the CT is coupled to an electric generator such that the mechanical energy produced by the CT drives the electric generator.  If built, this CT would be a stand-alone facility on the Michoud site.  Construction time, from commencement to commercial operation date, is estimated to require approximately 21 months.  

Alternative II – Repowered Combined-Cycle Gas Turbine Capacity

If and when Alternative II were warranted, heat recovery steam generators (HRSGs) and associated auxiliary equipment would be installed in conjunction with Alternative I's CT facility in order to repower Michoud Unit 2 into a combined-cycle gas turbine (CCGT).  In a CCGT the hot exhaust gases from the CTs pass through the HRSGs, where the heat is converted to steam.  Currently, Michoud Unit 2 is a 244 MW unit consisting of a subcritical boiler, steam turbine generator and associated auxiliary equipment.  Alternative II would allow the existing boiler of Michoud Unit 2 to be replaced by Alternative I's HRSGs and the CT generators, resulting in a natural gas fired CCGT in which the steam produced by the HRSGs would be used to drive the existing Michoud Unit 2 steam turbine generator.  The boiler repowered Michoud Unit 2 CCGT would provide approximately 256 MW of incremental capacity with a 30% improvement in efficiency, and would be a unit that would be suitable for load-following or baseload operation.  Construction time, from conclusion of Alternative I to commercial operation as a CCGT, is estimated to require approximately 12 months. 

Alternative III – New Combined-Cycle Gas Turbine Capacity

The third alternative is construction of a new CCGT at the Michoud site consistent with the steps and technology described in the Alternative I and Alternative II except that a new steam turbine generator and auxiliaries would be substituted for the Michoud Unit 2 steam turbine generator.  The new CCGT would provide approximately 500 MW of incremental capacity, at the Michoud site, with improved efficiency that is suitable for load-following or baseload operation.  Construction time, from commencement to commercial operation date, is estimated to require approximately 29 months.  

No decision has yet been made to proceed with any of these self-supply/self-build options, and no decision has yet been made with respect to which of the Entergy Operating Companies would fund the project or receive the incremental benefits.  

The self-supply/self-build options identified above are considered as alternatives to the proposals submitted in the Spring 2003 RFP.  If, as a result of the evaluation conducted in connection with the RFP proposals, these self-supply/self-build options are determined to be more operationally and/or economically beneficial to the retail customers of one or more of the Entergy Operating Companies than the proposals received in response to the Spring 2003 RFP, ESI will consider moving forward with them subject to any applicable review by the appropriate regulatory bodies.  ESI plans to evaluate proposals received in response to the Spring 2003 RFP against the economic and operational benefits associated with these self-supply/self-build options.

1.7 Model Contracts

ESI plans to post Model Contracts for the MUCCO and MUCPA Products on the RFP Website, https://emo-web.no.entergy.com/ENTRFP/index.htm.  Initial Model Contracts were posted on March 14, 2003, and ESI intends to post revised Model Contracts on or about April 18, 2003.  Bidders are required to confirm in their proposals that, if selected, they will enter into a Definitive Agreement for the proposed MUCCO or MUCPA Product on substantially the terms specified in these Model Contracts with no material changes thereto.  Bidders should be aware that ESI does not intend to negotiate any material terms unless a resource is otherwise attractive but not physically capable of meeting a requirement specified in the applicable Model Contract and the Bidder has explained the fact of and basis for this situation in the Special Considerations section of its initial proposal.  Bidders are responsible for reviewing all terms and conditions specified in the Model Contracts and taking these terms and conditions into consideration in developing their proposal(s).  ESI does not intend to provide Model Contracts for any Life of Unit Purchase Products until the short-list is defined and then intends to provide Model Contracts to the short-listed Bidders upon or following notification of selection for the short-list.

2. RFP SOLICITATION AND PROPOSAL SUBMISSION PROCESS

The RFP process is a multi-phase process consisting of: (1) Solicitation and Pre-Submission; (2) Proposal Receipt and Screening; (3) Review and Evaluation; (4) Notification and Contract Negotiations.  Phases 1 and 2 are discussed in more detail in Appendix F, and in this Section of the RFP.  Phase 3 is detailed in Appendix G and, together with Phase 4, is discussed in Section 3 of this RFP.  The individual steps within each phase of the process, and the timing of those steps, will be different for (a) proposals relating to MUCCO Products or MUCPA Products, on the one hand, and (b) proposals relating to Life of Unit Products or Asset Acquisitions, Long-Term Proposals, on the other hand.  The separate schedules for Limited-Term Proposals and for Long-Term Proposals are presented below.

Lexecon will oversee the solicitation and pre-submission, proposal receipt and screening processes, as well as the evaluation and negotiation processes, in an effort to ensure the technical merit, objectivity and impartiality of those processes.

2.1 Schedule for Limited-Term Proposals

1. Solicitation and Pre-

Draft RFP issued
March 14, 2003

Initial Model Contracts issued
March 14, 2003

Bidders’ Conference
March 28, 2003

Final RFP issued
On or about April 18, 2003

Revised Model Contracts issued
On or about April 18, 2003

Notices of Intent to Submit Proposal due
On or before April 25, 2003

2. Proposal Receipt and Screening for Conformance

Final and binding proposals due
May 2, 2003

Proposals opened, reviewed for conformance and segregated for evaluation of discrete proposal elements (factors)
On or before May 3, 2003

Bidders notified of receipt of proposals 
On or before May 9, 2003

3. Evaluation Process

Evaluation of proposals begins
As early as May 3, 2003 but not prior to completion of the proposal opening, review and segregation process for the specific product as indicated above.

4. Notification and Contract Negotiations

Winning Bidders notified that their proposals have been selected for contract negotiations/execution.  All other Bidders notified of the status of their proposal(s).
On or about May 20, 2003

Initiate contract negotiation(s) and additional due diligence, as appropriate
On or about May 23, 2003

Execute and deliver Definitive Agreement(s) 
On or about June 27, 2003

ESI will require all Limited-Term Proposals to be the Bidder’s best and final offer. ESI does not intend to contact any Bidder to clarify its Limited-Term Proposals, although ESI reserves the right to do so.  Bidders should assume that they will not be given any opportunity to clarify or revise any terms specified in a Limited-Term Proposal following its submission.  In addition, all Limited-Term Proposals are required to be (a) final and binding, (b) not conditioned upon the subsequent receipt of the approval of the board of directors or similar governing body of the Bidder, (c) irrevocable until 5:00 p.m. CST on May 20, 2003 or, if ESI notifies the Bidder to the effect that the Limited-Term Proposal has been selected for negotiation prior to such time and date, until 5:00 p.m. CST on June 27, 2003 and (d) signed by an officer (or similarly situated representative) of the Bidder who is authorized to sign and submit the binding proposal.  During the period that final and binding Limited-Term Proposals are irrevocable, Limited-Term Proposals may not be modified, except as may be set forth in a written instrument that is signed by the Bidder and ESI or the appropriate Entergy Operating Company(ies).

2.2 Schedule for Long-Term Proposals

1. Solicitation and Pre-Submission

Draft RFP issued
March 14, 2003

Bidders’ Conference
March 28, 2003

Final RFP issued
On or about April 18, 2003

Notices of Intent to Submit Proposal due
On or before April 25, 2003

2. Proposal Receipt and Screening

Indicative proposals due
May 2, 2003

Proposals opened, reviewed for conformance and segregated for evaluation of discrete proposal elements (factors)
On or about May 3, 2003

Bidders notified of receipt of proposals and whether proposal is “Conforming”
On or about May 9, 2003

3. Evaluation Process

Evaluation process begins
As early as May 3, 2003 but not prior to completion of the opening, review and segregation process for the specific product as indicated above.

“Short-listed” Bidders identified and invited to submit final and binding proposals, and information on key contract terms and conditions distributed.  All other Bidders notified as to the status of their proposal(s).
On or about May 20, 2003

Final and binding proposals due
On or about June 30, 2003

4. Notification and Contract Negotiations

Winning Bidders identified and notified that their proposals have been selected for contract negotiations
On or about July 18, 2003

Initiate contract negotiation(s) and additional due diligence
On or about July 21, 2003

Execute and deliver Definitive Agreement(s) 
On or about October 31, 2003

Closings associated with Long-Term Proposals
On or around December 31, 2003.

ESI will require the Bidder’s final and binding Long-Term Proposal to be the Bidder’s best and final offer.  Upon or following notification to short-listed Bidders that they have been selected for the short-list of Bidders invited to submit final and binding Long-Term Proposals, ESI also intends to provide to such Bidders detailed term sheets which will contain ESI’s required terms and conditions for each Long-Term Proposal.  Although ESI may contact Bidders if necessary to clarify one or more Long‑Term Proposals, Bidders should not assume that they will be given any opportunity to revise a Long‑Term Proposal after the deadline of 5:00 p.m. CST on June 30, 2003 (or other date specified by ESI).  All Long‑Term Proposals submitted by short-listed Bidders by the required deadline are required to be (a) final and binding, (b) irrevocable for ninety (90) days and (c) signed by an officer (or similarly situated representative) of the Bidder who is authorized to sign and submit the binding proposal.  During the period that final and binding Long-Term Proposals are irrevocable, such Long-Term Proposals may not be modified, except as may be set forth in a written instrument that is signed by the Bidder and ESI or the appropriate Entergy Operating Company(ies).

2.3 Cancellation, Modification or Withdrawal of the RFP

ESI reserves the right to cancel, modify or withdraw this RFP and to revise either or both of the schedules specified above in order to meet its identified objectives.  ESI will endeavor to notify all participants who have filed a timely Notice of Intent to Submit Proposal of any such cancellations, modifications or schedule changes that are made prior to the applicable due date for final and binding Proposals.  However, ESI will have no responsibility for failing to do so.

2.4 Bidders’ Conference

ESI will host one Bidders’ Conference with all interested parties for purposes of clarifying issues relating to the RFP.  ESI personnel will be available at this Bidders’ Conference to answer specific questions about the solicitation process, evaluation process, technical issues, product terms and conditions or Model Contract provisions and to respond to other pertinent information requests.  All questions regarding the RFP, whether they arise before, during or after this conference, must be submitted in writing.  In order to provide all interested parties with access to information elicited through the submission of questions, ESI intends to provide written responses to all questions, and to post the questions and answers on the RFP Website.  While ESI personnel may orally address written questions submitted during the conference, the written response may contain information that is different from or in addition to information that has been provided orally, and the written response shall be deemed to supercede the oral response. Bidders are encouraged to submit written questions prior to the Bidders’ Conference.  Please refer to Appendix F for specific information regarding the Proposal Solicitation, Submission and Receipt process.

Bidders’ Conference Meeting

Time:
12:30 p.m. – 5:00 p.m.

Date:
Friday, March 28, 2003

Place:
Marriott Woodlands Waterway Hotel and Convention Center, 1601 Lake Robbins Drive, The Woodlands, TX

Bidders are encouraged but not required to attend the Bidders’ Conference.  ESI will post on the RFP Website the materials presented at the Bidders’ Conference.  Bidders are advised that those materials cannot be expected to provide or explain all of the information that is provided or explained at the Bidders’ Conference.  Bidders are encouraged to notify ESI of the names of all of the individuals representing the Bidder who are planning to attend the Bidders’ Conference by electronic mail to Ms. Julie Ell (jell@entergy.com) specifying the company name of the prospective Bidder, as well as names and telephone numbers of all individuals representing the Bidder who are planning to attend the meeting, by no later than March 26, 2003.
2.5 Final Spring 2003 RFP Issuance

ESI will issue a final Spring 2003 RFP after the completion of the Bidders’ Conference and upon consideration of written feedback received from the various market participants, regulatory agencies and other interested parties.  The final Spring 2003 RFP will reflect any changes that ESI, in its sole discretion, determines enhance or improve the proposed supply procurement process described herein.

2.6 ESI Contact

Except as described in the next section with respect to transmission matters, all questions and requests and any other inquiries or contact about the RFP should be directed in writing to:

Ms. Julie Ell
Entergy Services, Inc.

L-ENT-26E

639 Loyola Avenue

New Orleans, LA  70113


Email: 
jell@entergy.com

Fax number: 
(504) 576-5579

Unsolicited contact with other personnel or employees of ESI or any of the Entergy Operating Companies concerning the Spring 2003 RFP, without the specific, prior written consent of Ms. Ell, is not allowed and may, depending on the circumstances, constitute grounds for disqualification.  Similarly, initiating contact with Ms. Ell regarding the RFP other than through a written communication is not allowed.

Subject to ESI’s consideration of confidentiality concerns as described in the next paragraph, ESI intends to post all questions submitted by Bidders, as well as ESI’s responses to these questions, on the RFP Website.  ESI’s objective in posting these questions and answers is to ensure that all Bidders have equal access to information that may be potentially relevant to their proposals.  Bidders are urged to submit questions as early as possible, in light of the fact that final and binding proposals are due by May 2, 2003 for Limited-Term Proposals and by June 30, 2003 for Long-Term Proposals.  ESI expects to provide answers to questions only to the extent ESI determines, in its sole discretion, that it will be practicable to provide answers on or before May 2, 2003 or June 30, 2003 that will assist in the preparation of proposals.

ESI does not expect that it will be required to provide information that is confidential to ESI or any of the Entergy Operating Companies in response to Bidder questions.  If, however, ESI determines that a Bidder’s question calls for an answer that would contain such confidential information, and that the provision of such confidential information is necessary and appropriate in furtherance of its consideration of the Bidder’s proposal, then a confidentiality agreement may be posted on the RFP Website pursuant to which the requested information may be submitted.  In the event that information confidential to ESI or any of the Entergy Operating Companies is to be provided in response to a Bidder’s question, ESI will respond to that question in writing via certified mail to all Bidders who have timely executed and returned confidentiality agreements to ESI. 
Similarly, ESI does not expect any questions Bidders may submit to contain information that the Bidder considers to be confidential.  If a Bidder believes that certain information contained in a question the Bidder intends to submit should be treated as confidential, the Bidder is strongly urged, first, to attempt to exclude all of the information the Bidder believes to be confidential from the question, by redaction or other means the Bidder believes appropriate, and then, to submit the question.  Alternatively, if the Bidder believes that it is necessary or advisable to submit the question without redacting confidential information, then the Bidder should, without providing any confidential information, notify ESI in writing of the purpose of the question and the nature of the confidential information contained therein, such that ESI can make a determination as to whether the Bidder’s question requires the disclosure, either by the Bidder or by ESI, of confidential information, or whether such disclosure is unnecessary or can be avoided for purposes of the RFP process.  If ESI determines that the disclosure of information confidential to the Bidder is necessary and appropriate in furtherance of its consideration of the Bidder’s proposal, ESI may provide an executed confidentiality agreement pursuant to which such question may be submitted, although ESI reserves the right to respond in any manner that ESI determines to be appropriate in the circumstances.  In the event that question containing information that the Bidder considers to be confidential is timely submitted to ESI pursuant to the confidentiality agreement, ESI will send a copy of the question and answer to the Bidder by express mail.  
2.7 Transmission Contacts

The Entergy Operating Companies’ transmission system is managed and operated by the Entergy Transmission Organization, which is functionally separate from the wholesale merchant functions of ESI and the Entergy Operating Companies, as required by Orders 888 and 889 issued by the Federal Energy Regulatory Commission (FERC).  Any inquiries about the Entergy Operating Companies’ transmission system must only be directed to the Transmission Organization through the OASIS website http://oasis.e-terrasolutions.com/OASIS/EES.  Employees of ESI and the Entergy Operating Companies will not answer questions about the transmission system through the question and answer procedure outlined in Section 2.6, above.

Unsolicited contact with personnel or employees of ESI or any of the Entergy Operating Companies, other than those employees within the Transmission Organization, concerning the Entergy Operating Companies’ transmission system in connection with the Spring 2003 RFP, without the specific, prior written consent of Ms. Ell, is not allowed and may, depending on the circumstances, constitute grounds for disqualification. 

2.8 Notice of Intent to Submit Proposal

For each product they intend to propose, Bidders are encouraged to submit a Notice of Intent to Submit Proposal on the form attached as Appendix B by no later than April 25, 2003.  Bidders may submit proposals for multiple products, but a notice should be submitted for each.  Submitting a Notice of Intent to Submit Proposal does not commit a prospective Bidder to submit a proposal in response to this RFP.  The purpose of the Notice of Intent to Submit Proposal is to provide ESI with an indication of the number of anticipated responses for each product.
2.9 Bidder Requirements

ESI is making every reasonable effort to maximize fair and impartial competition and prevent or avoid collusion by any parties in this RFP process.  Proposals determined by ESI, in its sole discretion, to have been made with the intent or effect of creating artificial prices, terms, or conditions will be rejected.  ESI expects all Bidders to comply with all the terms and conditions and conform to all of the requirements of this RFP in order to be eligible to participate in the solicitation process.  The requirements to be eligible to participate include the requirement that each Bidder that submits one or more proposals must sign and submit a Proposal Submission Agreement and a Bidder Evaluation Form in the forms included in Appendix C.  

The Proposal Submission Agreement prohibits disclosure by a Bidder of the fact of or terms and conditions of any proposal that the Bidder intends or expects to submit in response to this RFP to any other person or entity, and prohibits other action in concert with other persons or entities with respect to a proposal or potential proposal or the RFP process, except for the purpose of jointly developing a proposal, and in such case, only after prior written notification to ESI of an intent to make such disclosures or otherwise act in concert.  Such notification to ESI shall include the identities of and background information concerning the persons or entities to which such disclosures might be made, and shall include a description of the disclosures and/or actions in concert that are contemplated.  A Bidder’s failure to comply with these requirements of the RFP and the Proposal Submission Agreement may, depending on the circumstances, be sufficient grounds for rejecting a proposal or disqualifying the Bidder from further participation in the RFP process.

Bidders that are comprised of more than one person or entity may enter into contribution or indemnity arrangements or agreements among themselves to allocate their respective obligations, but no such agreements or arrangements will affect the rights of ESI or any of the Entergy Operating Companies without the prior express written agreement of ESI or the affected Entergy Operating Companies.  All such contribution, indemnity, allocation, sharing and similar arrangements, agreements and understandings must be fully disclosed to ESI.  Any Entergy Operating Company may agree to be affected by such agreements or arrangements only as to itself, and no such agreement shall be effective as to any other Entergy Operating Company or as to ESI.

Bidders may not disclose to any other person or entity (except for those participating in the proposal, as described above) their participation in the RFP process (other than by attendance alone at the Bidders’ Conference described above or any similar meeting to which more than one participant is invited by ESI), and Bidders may not disclose, collaborate on or discuss with any other person or entity (except for those participating in the proposal, as described above) bidding strategies or the substance of proposals, including without limitation the price or any other terms or conditions of any contemplated, indicative or final proposal.  Such disclosure, collaboration or discussion would violate this RFP and the Proposal Submission Agreement.

Unless and until ESI announces or otherwise notifies a Bidder that the RFP process is terminated or concluded, or that its proposal has been rejected, each Bidder who submits a proposal will be expected to make available, upon reasonable notice, its duly authorized officers, representatives, and advisers for the purpose of questions, negotiations, and execution and delivery of Definitive Agreements.  Bidders will be expected to use their best efforts to submit a binding proposal; provided, however, that ESI’s remedy for a Bidder’s failure to use such best efforts will be limited to disqualification of the Bidder from the RFP process.  A Bidder who is invited to finalize one or more Definitive Agreements will be expected to use its best efforts to take, or cause to be taken, all actions, and to do, or cause to be done, all things necessary or appropriate to finalize, execute, and deliver such Definitive Agreements as promptly as possible.

2.10 Proposal Submission

In Appendix C, ESI has provided forms for the submission of the information that ESI will require in order to evaluate proposals.  These forms include detailed proposal submission instructions.  Most of the forms are grouped in individual Product Packages that correspond to the particular products requested by this RFP.  A Bidder may submit one or more proposals, which may be alternatives to each other.  In addition to the forms contained in the Product Packages, each Bidder who submits a proposal must also complete, sign and submit one Bidder Evaluation Form and must complete, sign and submit one Proposal Submission Agreement, each of which is contained in Appendix C.  

The Bidder must complete the entire proposal submission form in the applicable Product Package for each proposal that the Bidder intends to offer in response to this RFP.  All parts of the proposal submission form included in the Product Package must be completed in accordance with the instructions, and a properly completed proposal submission form must be submitted for each proposal and alternative proposal.  Use of the forms is intended to facilitate consistency in proposal submission and accuracy in proposal interpretation by ESI.  Therefore, Bidders are required to use these forms as part of their proposals and failure to submit a proposal on the requisite forms will be cause for rejection of the proposal.  Bidders also are required to complete each form in its entirety.  While some information may seem repetitive, it is critical that all information be provided to permit the appropriate evaluation factor teams to assess the proposal properly in their respective focus areas and to not have to rely on information in another part of the form that will not be forwarded to that particular factor evaluation team.  All proposals must be submitted in accordance with the detailed instructions and on the applicable forms provided in Appendix C and must be signed by an officer (or similarly situated representative) of the Bidder who is duly authorized to sign and submit the binding proposal on behalf of the Bidder by the Bidder’s board of directors (or similar governing body for an unincorporated Bidder).  

In the event that a Bidder wishes to provide multiple proposals for the same capacity (e.g., a Bidder wants to submit a proposal for a three-year Limited Dispatch MUCPA for the entire generating capacity of Unit “A” and also wants to submit a proposal for a Life of Unit Purchase for the entire generating capacity from the same Unit “A”, each of which commences deliveries on May 1, 2004), the Bidder must clarify in the “Special Considerations” section of the completed Product Package for each proposal that the proposals are mutually exclusive and that it is possible for only one of the proposals to be selected by ESI.  ESI will evaluate each proposal separately and in the event that both proposals are selected for the final portfolio, ESI will select the proposal that ESI determines, in its sole discretion, will result in the lowest evaluated total production cost consistent with its planning objectives and constraints and will provide the greatest benefits to the Entergy Operating Companies’ customers.

Additional information concerning the capacity, energy and Other Associated Electric Products for which ESI is requesting proposals is provided in the Term Sheets, which are included in the Product Packages in Appendix C.  

Final and binding Limited-Term Proposals will be accepted until 6:00 p.m. CST on May 2, 2003.  Indicative Long-Term Proposals will be accepted until 6:00 p.m. CST on May 2, 2003.  Final and binding Long-Term Proposals will be accepted until 6:00 p.m. CST on June 30, 2003 (unless otherwise specified by ESI).  All proposals should be sent to:

Lexecon, Inc.
c/o Ms. Julie Ell

Entergy Services, Inc.

L-ENT-26E

639 Loyola Avenue

New Orleans, LA  70113

(phone for overnight mail purposes – (504) 576-2989)

In order to facilitate an objective and impartial evaluation process for all proposals, ESI is using an independent third party, Lexecon, to monitor the process of opening all proposals, redacting certain information which details the identity of the Bidder, and segregating the information in each proposal (as detailed below) so that it may be reviewed as part of the evaluation process described in Appendix G.  

All paper copies of the proposal, with original signatures, must be hand delivered or transmitted by express, certified, or registered mail.  ESI will review all proposals that are properly submitted by the deadline specified above.  Proposals that are received from non-affiliates later than the specified deadline may or may not be evaluated as determined by ESI in its sole discretion.  Proposals from Entergy Affiliates in response to this RFP will not be accepted after the specified deadline under any circumstances.  

Three (3) paper clipped hard copies of the proposal, with original signatures on each copy, as well as one electronic version (on diskette or CD-ROM), must be submitted with all text portions of the proposal in Microsoft Word or Adobe Acrobat, and any spreadsheets included in the proposal in Microsoft Excel.  

The proposal must be submitted in a sealed package with the following information shown on the exterior of the package: Entergy Services, Inc.
Spring 2003 RFP
for
Supply-Side Resources
__________________________
(Name(s) of Bidder(s))



Mark the correct statement with
an “X” in only one box below

For Entergy Affiliates:

The proposal contained in this package is being submitted by an Entergy Affiliate



(

For Non-Affiliates:

The proposal contained in this package is NOT being submitted by an Entergy Affiliate



(

No information should be provided in a cover letter; only information contained in the proposal (which would not include a cover letter) will be considered.

Each Bidder’s proposal will be considered to be confidential, and will be treated by ESI as confidential in accordance with the procedures described below.  
A principal objective of ESI in designing the procedures that its employees and agents will be required to follow in conducting the process, in particular the Proposal Receipt and Screening and Evaluation phases of the RFP process, is to preserve, to the maximum extent practicable, the confidentiality of any confidential information contained in Bidders’ proposals, including, but not limited to, the identities of Bidders and the prices and other terms and conditions of their proposals.  These procedures include:  (a) the opening of sealed proposals by Lexecon, rather than by ESI, (b) requiring Lexecon to redact certain information contained in a proposal regarding the Bidder’s identity and identifying each proposal with a numbering or lettering system before proposals are evaluated by ESI evaluation team members, in an effort to maintain Bidder anonymity, (c) segregating the information contained in each proposal, and providing access by ESI employees to particular discrete information elements contained in the proposal only on a “need to know” basis, so that individual evaluation team members see only those elements which they are responsible for evaluating, and (d) limiting access to the entirety of the information contained in any proposal to only specified members of ESI’s evaluation team.  Additional information concerning these procedures is summarized in Section 3 below.

These procedures are intended to provide reasonable assurance to Bidders that, except as noted in the next paragraph with respect to regulatory proceedings, information contained in their proposals will be disclosed only to the relevant members of ESI’s evaluation team, and select agents and consultants, and that this information will be disclosed to individual evaluation team members only to the extent necessary for the sole purpose of proposal evaluation and will be disclosed to other agents and consultants only to the extent necessary for them to perform their respective functions in connection with this RFP.  All members of ESI’s evaluation team and other agents and consultants having access to confidential information will be contractually and/or professionally bound to protect the confidentiality of confidential Bidder information.  ESI and the Entergy Operating Companies, however, disclaim any liability to a Bidder for damages of any kind resulting from disclosure of any Bidder information. 

All information contained in a proposal may be subject to review by one or more of the regulatory commissions having jurisdiction over ESI and/or any of the Entergy Operating Companies, and/or may be subject to review by their staffs in connection with regulatory proceedings, or may be subject to review by any other governmental authority or judicial body with jurisdiction relating to these matters, and may be subject to legal discovery.  By submitting a proposal, the Bidder agrees to allow ESI to use any of the information contained in the proposal as information, testimony or evidence in any proceeding before any such regulatory commissions, or in any proceeding before any other governmental authority or judicial body with jurisdiction relating to these matters; provided, however, that in the event such information is to be so disclosed, ESI will use its reasonable efforts to attempt to obtain from such authority approval of a confidentiality agreement or protective order or other mechanism to protect the confidentiality of such information and to limit its dissemination.  ESI makes no assurance of the outcome of any such attempt.  

Proposals submitted in response to this RFP will not be returned to Bidders.  At the conclusion of the proposal evaluation process, all proposals will be either destroyed or archived by ESI, subject to the procedures described in this Section providing for the treatment of such proposals as confidential and subject to any applicable codes of conduct.  

2.11 Bidder Considerations for Proposal Submission

As indicated throughout the RFP documents, ESI details specific requirements for all Bidders to consider in the submittal of their proposal(s).  These requirements are intended to ensure that adequate information is provided to facilitate the fair and proper evaluation of each proposal.  As a result of reviewing numerous proposals in the Fall 2002 and Supplemental 2003 RFPs, ESI is providing the following information that discusses specific issues encountered by ESI in the RFP proposal submission, evaluation and negotiation process.  ESI encourages all Bidders to review these issues and attempt to ensure that their proposal(s) comply with the specific requirements of this RFP.  ESI encourages all Bidders to seek guidance in accordance with the procedures detailed in Section 2.6 if questions arise or clarification is required as it relates to any of the requirements specified in this RFP.

Please review proposals and ensure that the Bidder has remembered:

· To complete and sign all required forms.

· To provide sufficient and accurate information regarding fuel supply and Seller’s ability to ensure fuel can be provided to meet the capacity of the facility during peak operating conditions and to operate in the anticipated mode (e.g., daily starts, daily load-following, etc).

· To provide sufficient and accurate information regarding the heat rate or capacity of a generating resource.  Proposed cogeneration facilities must provide detailed information regarding the steam demand and impact of increases or reductions in the steam demand.

· To provide sufficient information regarding the available transmission capacity of the facility, any known constraints or the specific interconnection point.

· To identify specifically relevant operating constraints or concerns associated with the facilities.  Minimum load requirements should be fully explained and disclosed in the proposal.

· To disclose sufficient and accurate information about existing contracts regarding the sale of the output of the generating resources and/or the steam demand associated with a cogeneration facility.

· To provide information regarding the transaction structure which Bidder is proposing including issues relating to ownership, financing, etc., as well as key components or requirements of that structure.  All required approvals should be detailed in the proposal submission form.

· To provide requested cost information as it relates to the facilities.

· To read the Model Contracts and ensure these terms and conditions are taken into consideration in the development of the proposal.

· To provide adequate information regarding the credit support associated with a specific proposal.

· To review for any significant typographical errors.

ESI encourages all Bidders to review these issues and attempt to ensure similar issues do not cause their proposal(s) to potentially be rejected at any time during the process.

ESI also believes it is important for all Bidders to understand how ESI will compare the proposals submitted in the RFP to other available alternatives. The following is intended to provide some reasonable guidance as to how these products will be considered when compared to other resource alternatives available to ESI:

Limited-Term Products (MUCCOs and MUCPAs) – These products will be compared to a variety of alternatives including but not limited to standard market products such as block energy products and call options as well as existing generation resources.  For example, a MUCCO will be compared to a standard 5x16 block energy product or a daily call option product while a limited dispatch MUCPA with minimum energy take requirements will be compared against a standard 7x24 product.  The proposals offered must be competitively priced in comparison to other market alternatives offering similar operational flexibilities  in order to be selected. ESI anticipates that resources with more operational flexibility (including the ability to be taken off-line during off-peak periods) will have better evaluated production cost benefits than those with significant commitment or dispatch constraints. 

Long-Term Products (Acquisitions and LOU purchases) – These products will be compared to an alternative strategy for providing equivalent long-term supply for the supply role (e.g., baseload, load-following) that would result through the short-term purchase of capacity (e.g., three year MUCPA purchase) followed by a self-build/supply-option, such as a repowering option or the construction of a CCGT.

Bidders may submit proposals with delivery terms other than those established by this RFP, but ESI, at its sole discretion, may decide not to evaluate these proposals.  

Obviously, issues such as location, transmission availability, fuel supply and delivery issues, operational flexibility and counterparty credit are also taken into consideration in the evaluation of any resource as further described in this RFP.

3. PROPOSAL REVIEW AND EVALUATION PROCESS

ESI intends to utilize a multi-step evaluation process (explained in detail in Appendix G), conducted in a carefully controlled manner, to review proposals and to select the lowest reasonable cost portfolio of resources.  Lexecon will oversee the evaluation process to help ensure its technical merit, objectivity and impartiality. 

ESI reserves the right to contact any Bidder for purposes of clarifying proposal terms or requesting additional information.  In the event that ESI believes that it would be appropriate  to contact a Bidder to obtain further clarification, the question will be submitted to Julie Ell (contact information specified in Section 2.6), who will transmit the question in writing to the Bidder.  The Bidder will then submit its written response to Ms. Ell, who will consult with representatives of Lexecon regarding the redaction of identifying information and thereafter will submit the requested clarification to appropriate evaluators.  Where such exchanges of information include confidential information, such exchanges will be conducted in accordance with the procedures described in Section 2.6. 

The evaluation process that will be employed by ESI is summarized in a narrative description below and explained in detail in Appendix G.

3.1 Threshold Requirements

Upon receipt of the proposals, ESI representatives, under the oversight of a Lexecon representative, will thoroughly review and assess each proposal to ensure that it meets (i.e., conforms with) the following threshold requirements:

· Proposals must be completed on the forms provided.

· Proposals must have clear and complete pricing information.

· All proposals submitted for MUCCO and MUCPA Products must be (a) final and binding, (b) not conditioned upon the subsequent receipt of the approval of the board of directors or similar governing body of the Bidder, (c) irrevocable until 5:00 p.m. CST on May 20, 2003 or, if ESI notifies the Bidder to the effect that the proposal has been selected for negotiation prior to such time and date, until 5:00 p.m. CST on June 27, 2003, and (d) signed by an officer (or similarly situated representative) of the Bidder who is duly authorized to sign and submit the binding proposal.

· After submission of initial, indicative LOU Product or Asset Acquisition proposals, Bidders whose proposals are selected for further consideration must re-submit proposals which are (a) final and binding, (b) irrevocable for ninety (90) days, and (c) signed by an officer (or similarly situated representative) of the Bidder who is duly authorized to sign and submit the binding proposal. 

· Bidders who submit Limited-Term Proposals must indicate their agreement to all material terms in the applicable Model Contract made available to Bidders on the RFP Website and their willingness to execute a Definitive Agreement on substantially the terms and conditions of this Model Contract.  

ESI reserves the right to either (1) reject incomplete or unclear proposals from further consideration or (2) contact Bidders for purposes of clarifying proposal terms or requesting additional information.  However, ESI expects that such clarification will be the exception and that Bidders will properly complete the forms.

Each proposal will be thoroughly reviewed and all information regarding the name, address, telephone number and other pertinent contact information will be redacted from the proposal evaluation packets by Lexecon.  While no process can ensure that the identity of a Bidder remains completely anonymous due to critical information required (such as the name and location of a specific resource and the financial characteristics of the particular Bidder), the intention is to provide a reasonable level of assurance of anonymity in order to maintain a fair and consistent evaluation process.

3.2 Segregation of Proposals

After the completion of the initial screening, ESI, and Lexecon will segregate proposals in two ways.  Proposals will be segregated into the following product categories based on the Bidder’s designation of the product category for which the resource is offered, as provided by the Bidder in its proposal:  

A) Multiple-Year Unit Capacity Call Option (MUCCO) - (Term Sheet A)

1. MUCCO CCGT or Cogeneration

2. MUCCO CT/Quick Response

B) Multiple-Year Unit Capacity Purchase Agreement (MUCPA) – CCGT or Cogeneration  - (Term Sheet B)

1. Dispatchable

2. Limited Dispatch

C) Multiple-Year Unit Capacity Purchase Agreement (MUCPA) – CT/Quick Response Capacity - (Term Sheet C)

D) Stable Fuel Price Life of Unit (LOU) Capacity Purchase – Solid Fuel - (Term Sheet D)

E) Ownership Acquisition of “Stable Fuel Price” Baseload Solid Fuel Capacity - (Term Sheet E)

F) “Stable Fuel Price” Life of Unit (LOU) Baseload Capacity – CCGT or Cogeneration with Long-Term Gas Contract - (Term Sheet F) 

G) Ownership Acquisition of “Stable Fuel Price” Baseload Capacity – CCGT or Cogeneration with Long-Term Gas Contract - (Term Sheet G)

H) Ownership Acquisition of Dispatchable, Load-Following CCGT or Cogeneration - (Term Sheet H)

I) Ownership Acquisition of Dispatchable, Load Following CT/Quick Response Capacity - (Term Sheet I)

J) Other Life of Unit (LOU) Purchase, including CCGT, CT or Multiple-Unit Proposals - (Term Sheet J)

K) Ownership Acquisition of Multiple-Units - (Term Sheet K)

The purpose of this process is to categorize proposals for the same product in order to help facilitate a consistent and fair evaluation of proposals, including a comparison of proposals for comparable products, and to allow ESI to identify the best proposals for each product.  

Each proposal package will also be segregated by ESI representatives and Lexecon into predetermined categories for distribution to Factor Evaluators who will provide specific review and evaluation as detailed below.

3.3 Proposal Evaluation

Using a pre-defined evaluation process, the Proposal Evaluation Team will evaluate proposals and develop “Portfolio Alternatives” (combinations of selected proposals) that are consistent with the Resource Planning Objectives established for the Spring 2003 Supply Procurement Plan.  Each Portfolio Alternative will be developed using the proposal evaluation criteria and methodology established prior to receipt of the proposals.

The primary consideration in the evaluation of individual resource proposals will be an objective evaluation of the economic impacts of a proposal on the Entergy System’s total production costs (“Economic Evaluation”).  The economic impact of each proposal will be determined using production costing models that reflect the price and operational characteristics of each proposed supply resource alternative, as provided in the proposal materials. The total production cost impact of the proposal will reflect the sum of the fuel and variable cost impact and the incremental fixed costs (including transmission) associated with the proposal.  The analysis will rely on data and assumptions regarding the Entergy System’s existing resources as used in ESI’s long-term resource planning models.

3.3.1 Individual Product Proposal Evaluation

In a process independent of the Economic Evaluation, individuals designated as “Factor Evaluators” will conduct a “Factor Evaluation” process in which key proposal factors such as those specified below are evaluated.  These Factor Evaluations will consider factors that cannot be easily included in the Economic Evaluation, but are deemed to be important characteristics of the product evaluation.  They are as follows:  

· Credit Issues – Issues such as risk of suppliers’ nonperformance under the contract, such risk tied to the need to replace power from higher cost resources than the contracted-for resources.  Compliance with the corporate risk management processes and limits for exposure to counterparties in transactions, considering all relevant financial risks or failure to perform under relevant contracts.  ESI has revised its credit risk management process and limits for exposure in this Final Spring 2003 RFP as detailed in Appendix G.

· Fuel Supply Issues – Issues such as fuel supply flexibility (e.g., availability of capacity in pipelines serving facility) and fuel supply flexibility for daily load-following.  ESI strongly encourages Bidders to provide detailed and specific information regarding fuel supply and transportation arrangements, including applicable pricing information.  In the event that a Bidder does not provide this information, ESI will evaluate Bidder’s proposal(s) based upon pertinent information otherwise available to ESI.  ESI prefers proposals with minimal operational and delivery risk.

· Transmission Issues – Issues such as resource location relative to transmission constraints, potential limitations on economic dispatch, ability to deliver power into multiple regions, exposure to single contingency event risks, any estimated transmission costs (or avoided transmission costs associated with qualifying the resource for firm network service), etc.  The Factor Evaluation for transmission issues will be conducted independently of the Transmission Organization.  ESI prefers generating resources that qualify as Firm Network Resources prior to the commencement of deliveries.

· Operational Issues – Issues such as ramp rate for units for load-following, start-up times and the availability of AGC for generation control.  ESI prefers proposals which provide maximum flexibility and offer no or very low minimum run time or energy requirements, offer a high ramp rate, provide for short start-up times and allow a high number of starts included in the fixed annual capacity payment associated with the proposal for purchased power.  Issues such as environmental compliance, unit operating and maintenance history, maintenance scheduling requirements, staffing and labor issues, and Bidder experience in developing and/or operating projects that are of a comparable size and technology to the resource being proposed.  ESI prefers resources which are in compliance with all regulatory and environmental requirements, have minimal and flexible maintenance requirements, and a successful operating history.  ESI also prefers Bidders that have a history of successfully developing and operating similar projects and prefers resource options with no or very low costs needed to qualify as Firm Network Resources.

· Proposal Size – ESI prefers proposals that provide maximum dispatch flexibility and will consider proposals for different capacity quantities (as specified by the Bidder) for MUCCO and MUCPA products, or for offers of Life of Unit Capacity.  Proposals for each quantity specified will be handled as separate proposals from an evaluation standpoint.

The Factor Evaluators will assess each proposal using pre-defined procedures, criteria, and scoring systems.  The primary uses of Factor Evaluations will be: 1) to identify attributes of the proposal that may be utilized in the proposal evaluation (e.g., planning region in which the resource is located); 2) to help rank proposals with identical or very similar economic impacts; 3) to identify risks or issues that should be analyzed in sensitivity cases associated with Portfolio Alternatives; and 4) to fully characterize Portfolio Alternatives and the component proposals that are presented to the Entergy Operating Committee.

3.3.2 Resource Portfolio Evaluations and Comprehensive Cost and Operational Analysis

Following the economic and factor evaluations, the Proposal Evaluation Team will select a set of the evaluated Portfolio Alternatives for possible presentation to the Operating Committee for its review and decision (“Supply Plan Alternatives”).  Supply Plan Alternative cases will then be further evaluated to assess the impacts of the entire portfolio of proposals upon total system production costs, transmission issues, and the financial impact upon each of the Entergy Operating Companies.  The results of these evaluations will be summarized and included in the documentation for each Supply Plan Alternative.  

The Supply Plan Alternatives, along with associated analyses, sensitivities and recommendations, will be presented first to the Supply Procurement Executive Committee and then to the Entergy Operating Committee for its review and decision.

3.4 Notification of Evaluation Results and Negotiations

ESI intends to select a mix of Limited-Term and Long-Term Proposals for further consideration.  ESI will contact each Bidder to notify it of the status of its proposal and whether additional discussions or negotiations are warranted.

ESI anticipates that discussions and negotiations for the selected Limited-Term Proposals will begin once the evaluation process has been completed as the prices for all Limited-Term proposals are considered final and binding.  A short list will be developed for Long-Term Proposals.  ESI will contact each short-listed Bidder to clarify any outstanding issues concerning the Bidder’s Long-Term Proposal, update pricing information, provide a draft Model Contract, and give each short-listed Bidder the opportunity to submit its “best and final offer.”  Major changes to price, terms and conditions from original offers that are adverse to ESI will not be permitted.  A final list then will be developed and negotiations with the Bidders selected for the final list will commence.  Awards for Limited-Term Proposals will not be affected by subsequent changes in resource procurement assumptions that are a result of negotiations with Bidders for Long-Term Proposals.  Lexecon will monitor all negotiations relating to Limited-Term and Long-Term Proposals and in the event that a proposal from an Entergy Affiliate is selected, will participate in the negotiations between ESI and the Entergy Affiliate to ensure that the process is fair and objective.  

Placement in the final list of Bidders does not indicate acceptance by ESI of any proposed contract terms.  ESI shall not be bound to any obligations unless and until a Definitive Agreement is executed between the parties.

4. REGULATORY APPROVALS, AND OTHER PERMITS, LICENSES, AND/OR APPROVALS

Certain of the capacity and/or energy resources selected as a result of this RFP process may require certification or other approval from the retail regulators of one or more of the Entergy Operating Companies, or may require authorization from the FERC under applicable law or regulations.  Thus, the Definitive Agreement(s) with the selected Bidder(s) may be conditioned on, or provide a termination right with respect to the failure to obtain, any such regulatory approvals. Under current rules, all Entergy Affiliate resources selected will require approval by the FERC.  Bidders should refer to applicable product packages and the Model Contracts for specific provisions regarding regulatory approvals.  Bidders will be responsible for having or obtaining all other necessary permits, licenses, and/or approvals (other than state regulatory approvals) associated with their proposals.

5. RESERVATION OF RIGHTS

A Bidder’s proposal will be deemed accepted only when a Definitive Agreement has been executed and delivered by ESI (on behalf of one or more of the Entergy Operating Companies) or any of the Entergy Operating Companies and the chosen Bidder.  ESI has no obligation to accept any proposal, whether or not the stated price in such proposal is the lowest price offered in the RFP process, and may reject any proposal, in its sole discretion, for any reason without any obligation to disclose the reason(s) for rejection.

By participating in the RFP process, each Bidder agrees that (a) except to the extent of any representations and warranties contained in a Definitive Agreement, any and all information furnished by or on behalf of ESI or any of the Entergy Operating Companies in connection with this RFP is being or will be provided without any representation or warranty, express or implied, as to the accuracy or completeness of such information, and (b) except as otherwise provided in a Definitive Agreement, neither ESI nor any of its representatives shall have any liability to any Bidder or its representatives relating to or arising from the use of or reliance upon any such information or any errors or omissions therein.

This RFP does not commit ESI to pay any costs incurred by the Bidder in the preparation of a proposal in response to this RFP, or to procure or contract for any products or services.  ESI reserves the right to modify or withdraw this RFP, to negotiate with all qualified Bidders to resolve technical or contractual specifications or to reject any or all responses and to terminate negotiations at any time.  ESI, the Entergy Operating Companies and their advisors may, and expressly reserve the right to, at any time and from time to time, without prior notice and without assigning any reason therefore:

· cancel, modify or withdraw this RFP, reject any and all responses, and terminate negotiations at any time during the RFP process;

· discuss with a Bidder and its advisors the terms of any proposal submitted by the Bidder and obtain clarification from the Bidder and its advisors concerning the proposal;

· consider all proposals to be the property of ESI, subject to the provisions of this RFP relating to confidentiality, and any confidentiality agreement that may be executed in connection with the RFP process, and destroy or archive any information or materials provided in the proposal submission (currently, ESI intends to retain all proposal information until all related certification processes have been completed); 

· request from a Bidder information that is not explicitly detailed in this RFP but which is necessary for evaluation of the proposal;

· determine which proposals to accept, favor, pursue or reject;

· accept any proposals submitted outside the formal RFP timeframe from parties who are not Entergy Affiliates (for purposes of this RFP, ESI will not consider any proposals from Entergy Affiliates received subsequent to the date for submitting such proposals);

· reject any proposals that are not complete or contain irregularities, or waive irregularities in any proposal that is submitted;

· accept proposals that do not necessarily provide the lowest evaluated cost, based on the criteria and portfolio analysis described in this RFP and Appendix G;

· determine which Bidders to allow to participate in the RFP process, including disqualifying a Bidder due to a change in the qualifications of the Bidder or in the event that ESI determines or believes that the Bidder has failed to conform with the requirements of this RFP;

· invite further submissions of proposals from already participating or newly participating Bidders; 
· negotiate siting of projects to achieve workable configurations of generation and transmission capacity;

· conduct negotiations with any or all Bidders or other persons; or

· sign one or more Definitive Agreements with any Bidder who submits a proposal or with any other person or with no one.

If at any time ESI determines that there is a defect in the RFP process or a deviation from the requirements of this RFP, or that collusive or fraudulent bidding has occurred or appears to have occurred, ESI may suspend the RFP process in whole or in part as to any Bidder or Bidders.

Under all circumstances, each Bidder is responsible for all costs and expenses it incurs in connection with the RFP process.  Under no circumstances, including ESI’s termination of the RFP process at any time, will ESI or any of the Entergy Operating Companies be responsible for any costs or expenses of any Bidder incurred in connection with the RFP process.






















































































































� 	The “Entergy Operating Companies” are Entergy Arkansas, Inc., Entergy Louisiana, Inc., Entergy Mississippi, Inc., Entergy New Orleans, Inc., and Entergy Gulf States, Inc.  The Entergy Operating Companies provide retail electric service to approximately 2.6 million customers in portions of the states of Arkansas, Louisiana, Mississippi and Texas.  The Entergy Operating Companies provide retail electric service to their customers through the interconnected, coordinated electric utility systems of the Entergy Operating Companies (the “Entergy System”).  The Entergy Operating Companies own, manage or purchase in excess of 24,000 megawatts  (“MW”) of electric generation capacity in order to serve the needs of their customers.  


� 	All references to this “RFP” or the “Spring 2003 RFP” include and incorporate the Appendices to this RFP.  Appendix A to this RFP contains a glossary of all capitalized terms used in this RFP.


� This was referred to as the Solid Fuels Plan in the draft Spring 2003 RFP.  





The statements contained in this RFP are made subject to the Reservation of Rights set forth in this RFP and subject to the terms and acknowledgements set forth in the Proposal Submission Agreement.
 -

