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UNITED STATES OF AMERICA TRl :
BEFORE THE 90 My
FEDERAL ENERGY REGULATORY COMMISSION -9
fogos e
LE -r.-' o
Entergy Services, Inc. } Pockat Ngo, ELSS-57-000

MOTION TO INTERVENE AND PROTEST OF
RALPH R, MABEY, CHAPTER 11 TRUSTEE
FOR CAJUN ELECTRIC FOWER COOPERATIVE, INC.

Rslpn R. Mabey, Chapter 11 Trustee for Cajun
Electric Power Cooperative, Ing, [(TCajun”), by and through
counsel, James D, Pembroke and Thomas L. Rudebusch, Duncan,
Weinberqg, Genzer & Pemhroke, P.C., 1615 M Street, HW, Suite
800, Washingten, DC 20036, files this Motion tc Intervene,
and Protest (™Motion®) in the above-captioned proceeding
regarding the request for a declaratory order approving a
“Transco” [(M“Petltion”) submitted by Entergy Services, Inc.
(“ES5I*), on April %, 1395, and states as focllows:

1. M ¥ STATEMENT

. This Motion iz filed pursuant to Sections 205
and 206 of the Federal Power Bet (“FERA™Y, 16 U.85.C. §% B24d,
and B324e (2988), to Rule 214 of the Rules c¢f Practice and
Progcedure of the Federal Energy Hegqulatory Commission
(“FERC” or “Cpommission™), 18 C.,F.,R, § 385,214 (1993}, and to
the Commission’s Notice of Filing in this proceeding issued
on April T, 1899%,

2. The personsg to whom correspondence,

pleadings, and other papers in relation To this proceeding
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should be addressed and the persons whose names are to be
nlaced ¢n the Commission’s official service list are
deziynated as follows pursuant to Rule 203, 18 C_.F.R.
§ 2BE5.203 (18083

Victor J. Elmer

Vice President - Operations

Cajun Electric Power Cooperative, Inc.
107138 Airline Highway

P.Q., Box 155449

Baton Rouge, L& 70895

(204, 291-3GE60

Jawes D, Pembroke, ksg,
Thomas L. Rudebusch, Esg.
Duncan, Weinberg, Genzer

& Femhroke, PB,C.
1615 M Street, N.W., Suite 820
Washington, DC ZO036-3203
(202) 4&T7=-8370
{202} 487-£379 {FAX)
dwaplidwap . com

Cajun further reguests that a courtesy copy of all
Lleadings, correspondence and testinony be sent to the
follawing person:

A. Kell McInnis, Esd.

Cajun Zlectric Power Cooperative, Inc.

1371% Airlire Highway

P.O. Box 15540

Balgn Rouge, Lou-siana 70895
{204] 291-3060

II. DESCRIPTION QF PARTIES

3. Cajun is a Louisiana cooperative corporatinn
cngaged in the geperation, transmission end sale of
electricity to, among others, Lhe eleven rural electric
cooperative which are its members, Cajun is a gereration

anc transmission cooperative which, through its members,
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SETVES CONSLMEr-oWners representing approximately 1, 200,000
cepple in a large porticen of rural Louisimna., <Cajun’s
primary purpose is to provide an adequaze and reliable
supply of ecconoric power and eneryy to meet the Zull
roguirements of its member cooperatives. In addition, Cajun
ehgagas in bulk power transacTions with orther enkitizs to
provide for the economic operation of its system.

L Cn December 21, 1994, Caiun filed a petition
seeking relief under Chapter 11 of the United States
Bankrustoy Code. In r iun i W i
Inc.,, United States Bankruptcey Court for the Middle District
of louisiana, Civil Action Ho. 84-27¢3-BZ, Banxrupbtocy Casa
{Chapter 11) Mg, 93-11474. On Bugust 1, 1995, the Jnited
Siates Dislricl courl Lor Lhe Middle District of Louisiana
ordered the appointment of a Chapter 11 Trustee in the
bankruptcy case. 0On Augast 23, 1995, the District Court
approved the appeintment of Ralph R. Mabey as tThe Chapter 1
Trustee for Cajun, On Aagust 30, 18925, Ralph R, Mahey
gualilied Lo serve as Lhe Chapter 11 Truslee in “he cvited
pankruptcy case,

5, E3I iz the agent for certain affiliated
operating companies which generate, ftransmi—, distribnte,
purchase and sgll electric power and energy at wholesale and

retail in large areas of the Middle Scuth region.~ Thne

1 Intergy Gulf States, Inc., Entergy Louisiana, Inc.,
lcontinued...)
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operating corpanies are esach a “public utility”™ as delined
in Section 201 of the FPA, 16 U.5.C. 8 874(e) (1998), and
are sabject to the jurisdiction of this Commission, ESI and
the opersling companles are whally-owned subsidiaries cof —he
Entergy Corporation (collectively, “Entergy™).
III. MOTION T NE

a, On April 5, 19929, ESI submitted to the
Commission for filing a request for a declaratory order,
kntergy’'s request seeks approval of its “Trarsce” proposal,
which is a’lleged to be an independent, incertive-driven
Transmissior company that will control and operate Entergy’s
transmission system snd the Transmissior system assets ol
the antities that may beccme “Members” cf the Transco.
Entergy’s request seeks fto demonstrate, inter alia, that the
Jranscoc proposal 1s consistent with the Commiss on's eleven
principles for an Independent System Operator (*1=07), as
agstakblisghed in Qrder No. 888 .2

T. Cajun has entered into various agreements
with Enterqgy pursuant to which Cajun s provided osen access

network transmissiorn service by ESI and its corporate

1/ (...contirued)
bntergy Arkansas, Ing., Entergy Miss-ssippi, Inc., and
Enterqgy Wew Orleans, Inco.

a7 Promoting Wholesale Competition Through Open Access
Non-Tiscriminatory Transmission Services by Public
Utilities; Recovery of Stranded Cns-s by Publ:ie
Utilities and Transmitting Utilities, III TERC Slals. &
Regs. 1 31, 23e (1996} [(“Oraer No, 8887 .



-5 -
atfiliates. Cajun owns tranamission facilities which are
Lrtegrated within the Entergy transmission system. Cajun
alsc participates in wholesals markets by purchas ng and
selling power and energy, inter alia, with Intergy. Thus,
E3I's Transco proposal could be aimed at inciuding Catun as
a member of the Transco, Entergy's Tran=co proposal czn
affect the ccst and availability o2 transmission serv.ce to
cajun, &s well as the cost and ava-lability of nower in
whilesale marxets,

(18 Cajun’s paritic-pation in this proceading is
Necessary and aprropriate to the administralion of The EPA,
and will ne in the public interest. Cajun's in-erests will
be directly affecrzd by the outcome of this eroceeding, and
will not be adequately representod hy any other party.
Czjun, therefore, requests that the Commission grant its
intervention, ard make it a party to this proceeding for azl
puUrpcses.
IV. PROTEST

u, Entergy seeks ths guidange of the Cormissicn
ol Enlergy’s proposal to creste 3 Transco, whick is ™an
independent, incentive-driven Lransmission company that will
contrel ard operate Entergy's transmission gystem and rche
transmission system assets of the entities that will become
members of the Transco.” Petiticon at 1. Cajur i3 wvitally
interested in a regional transmission solution to the issucs

of pancaked iransmission rates and unduly discriminatory
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terms and conditions of service., <Cajun welcomes any
legitimate steps to provide surh A regional transmissisn
so_ution, and wi_l do its part to imglement such a solution.
Eaxlergy's Transce proposal has some features which could
provide a solution, depending on how the propusal is
implemented. At this juncture, Cajur protests Entergy’s
Transce nroposal to the exzent it does not tepresent a clear
szep forwara.

10, The Commission has recognized that the
electric utility induslry has long been characterized by
undue discrimination through the use of transmissich merket
power Lo hinder competition in power markcis. Order Nos.
oB8 and BE3 constituted a major step toward remedying the
undue discrimination and market power presert in the
indus-ry, throuyl: Lhe open access transmission, func-ional
unbundiing and QBSIS reporting requirements. These orders
represent the standard by which Entergy's Transcoe proposal
must be evaluated, as Exterqgy appears to acknowledgoe, Sco,
e.gd., Petition at 19.

11. Entergy reguests that the Commission
delermine thab the Transco prapcsal is consistent with the
eleven princiovles for evaluating an [30. Id. Bu:s, a
threshold issce is whether bthe Transco proposal is a step
backward Zrom the requirements of Crder Nos. BBE and 8B9.

[f Fntergy made the Transco proposal on a stand-alone basis,

and tre Petition car certainly be read in this way, then
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Entergy must demorastrate that it is consistent witk ar
superior to the terms and conditions of the pro forma open
access transmission tariff.,

12. Znlergy has not made Lha: showing with
respaecT to the Transco proposal. The fundamental concepts
pupressed in the Transco proposzl have not been shown to be
Jast and reasonable. There must be mach Qreater examination
of the concepts before the Commission should take any
affirmativs zction on the draft unexecuted agreement and
“"bare-hones” description of the Transco proposal. The
Commission should order a hearirg or other vproceedings so
tnat the justreszs and reasgcnablensss of the Transce propeosal
can be exam:-red in detail.

Fo THE TRANICO PROPOSAL FAILS TO MEET THE ELEVEN

PRINCIPLES ESTAEBLISHED IM CORDEER NO. 8838 FOR

CEEATION QOF AN ISO

13, Enteryy r=qresls a finding that the Transco
proposal iz consistent witkh the eleven ISO princivles in
Order Wo. 288, especially on The issues of “independence,
governance and conflicts of interest.® Petition at 2.

Zajun requests that the Commission carefully consider the
eleven IS0 principles presented in Order Ne, HB8 in
evaluating Entergy’s Transco proposal.

14, A pre.iminary difficulty is that Ertergy has
reserved the right te file what may be srucial components of
the proposal in a Section 203 filing on transfer of assers

and in a Section 205 filing of a Transco transmission
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tariff. The problem Is that without these “detaiis” the
Patitinr's description of the proposal is so vagae that
meaningful evaluation may hot be poszslble. Indesd, thora
may ke grounds for the Commission to reject Entergy’™s
Petition as insufficiert <o be akle render a declaratory
crder. Without these “deolails,” Eantergy’s Transce proposal
fails Lo meet the Order Mo, EBB82 principles for an ISO,

153, TUnder the Crder Wo. 8E8, the follawing
Frinciples should be applied to the lransco proposel:

1.

16, The bedrocs principle of independsnce is
Iounded on _he separabtion of transmizsion from generaticon.
Entergy proposes that its Transco would own -- or lease on
terns zinilar to ownership -- all the transmission
Facililies currsntly ‘ncluded in Fntergy™s open ancess
trarnsmission tariff, as well as the transmission facilities
2f any other transmission-owning entities that join the
Trarsgo, Zajun supports this concept as a general matter,
and believes that it is a step in the right direction.

7. Cajmn does have a concern ahout which
entities are permitted to become Menbers of the Transco,
Entergy states that its goal is to convince “cther
transmisgion-owning entit-es to become members ol Lhe
Transto,” Potition at 16. Cajun's concerr is that the

definition of ertities eligible to become Memkers will not
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ha limited “o those which currently own a transmissicn
“system.” Cajun owns substantial transmission assets which
functinn as a part of the regional grid. As such, CajurL
should be elicgible to become a Member of the Transco. The
details of how entities become eligible to bo Members are
egsertial, yet are not contained in the Petition.

18. It iz important that the Members have no
controcl over the day-to-day or leng-term operation of The
Transco, and that they have limited ability to aflfeci the
actions of the Transco., Peliliun at 23, Appendix B at 14-
15. These Concepts or provisions appear satisfactory as far
as they extend. Any Commigsion approval must he conditioned
on this feature beirg implemented.

19. Entergy states tnat the Transco “could
technically ke” an zffiliate of EnCergy. Petition at 23.
Cajun is cencerned about this afiiliate relationship, and
regquests that the Commission conditisn any approval of
Entergy’s propesal on the Transce being an independent
cempany unsffiliated with Entergy. The Board of Dlrectors
will, of course, continne to have a [lduclary duty Zo the
Members.

20, Turning to governance issues, Entergy
proposes an “independent® Board of Nirectors. Petiticn at
21. Cajun has no opposition to a truly independent Bcard,

as conpared to a stakeholder model used in other reglons.
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21. Ca“un docs have concerms about the selasction
process cutlired by Entergy. #etition at 2Z, Exhlibit 3 to
Bppendix 2. A Selection Committees composed of a fair
representation of Market Particlpants, not just ¥Member
Compsnies, should controcl the smerch process, inclucing the
selection of a nationa’ly-recognized search f£irm. FEntergy
states “hat it will nst oppose such a process (Fetitiecn at
52, n.2i%, and the Commissior sheuld condition ary approval
of the Transco propcsal on this feature.,

22, Cajur is also concerned that a seven member
Board of Directors may he too small to adequately represent
a cross—-section of interested parties. A board size in the
range of 1C to 15 membars may allow more effecTive
rapresentation. While the Board members must hawve no
financial ties to Market Participanis, they shouid have
relavant and varied experiences to direct the activities of
the Transco. 1r particular, Cajun reguests that at least
ane Board memoer have experience or hackground with a
trananission dependert utility.

2%, Cajun also believaes that limiting the search
firm to nominating Lwo persons for each board position may
be unduly limizing. See Appendix 2, ZxEibit B. The Market
"articipant Selection Committee should ke allowed LD
catablish reasonable guidelines on this and other issues.

24, Tt is important that the Bboard merbers have

no financial ties to any Market Participant, not jusl Lae



Member Companies, FPetition at 22. The Commissior should
make thisz a roequirement.

25, Importantly, Entergy’s Transco proposal has
limited deta®ls or the =tructure and crganization o the
Transco ‘tself. Thers ls no provisior for a management
committee orf business issues committee which would provide
valuakie irnput from Market Participants. One draws the
impression from Sectiocsn 5.10 of the LLO Lgreemert T“hat the
pronosed Transco 1s a paper entity. Appendiz 2 at 12-14.
Cajun objects to a Transco which cperates the Zacilities in
name only, and relies on the Member Companies (presninently
Entergy! as an agent.

6. The Transco preposal contains little
‘nformatior. an how the Transco will be staffed, cr what its
brdget will ke, In the absence of such infarmation, the
governance proposal cannot be found te ke iunst and
redsonable.

2. b z i : hew

fimarcial jnterest _in the economic performarce of

any vower market participant..  The Transco should

adort and enforce gtrict gonflics of interest
standards

27. Entergy adequalely states the principle that
“he: Trersco Board and employees will aave no Einancial ties
-5 the performance of any Market Participant. Zetition at
25. Entergy’s Code of Conduct is an =assentlal element.
Fntergy should be required to provide details on how it will

*enforce” the Cocde of Conduct,
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2f. The Transcs presumably is intended to be
created by employirg, toc a large degree, existing Ertergy
persormel. Thus, 1t essential that inIormation ana
assuvancez be provided tha: existing benefits helud by
transferred employees would not influence the performance of
these enployees while operating under Lhe Transco.

3. The Trapseco should provide open scgesg Lo the

transmisaion systen and all gervices upder its

control at pnon-pancaked rates pursyant ©o a

ipgle, unbundled, grid-wide tasiff thayv applies

fto all eligible users ‘r. g pnon-discriminatery
Maner.

2%. Cajur has great concerns apout the
transmissicn tariff whick will be used py the ‘l'ransca.

Here, howewver, Entergy provides no details, and redquests
thatr the Commission address the tariff separately.

3. Entergy states that, putting forward a tariff
proposal now may deter other transmission-owning entities
from aupporting the Transce proposal. The same 135 alsc true
of major transnission customers of Entergy, inciuding Cejun.
Cajun cannot fully support the Transco propesal unless and
until the Transco transmission tariff is proposed. Inpuc
“rom all or most Market Participants will be essential in
fashiaring and implementing a Trangco transmission Cariff.

31, The Transcc proposal is silent on a
defin-tion of the Trensmission System to be cperated by the
Transcgo. Detaills are not provided to determine iIf the

Transco will provide transmission service owver all oI the



- 13 -
tacilities n=cessary to serve all existing who.esale
Tranamission customers, including Cajun and 1ts members.
Loca. distribution service may need —¢ be provided by the
Memzer Companies.

12, Entergy dces request that the Zommission
approve a “no ¢ost shifting®™ principie. This is an easy
principle to agres with, buT cost shiffing will be an
imposrtant and difficult issue to implementz, both in terms of
integrating new companies and in standardizing the
classification uf Lransaission system facilities amond
Members of the Transco. Cajun will 2o at risk of
substantial cest shifting.

4. Ihe Transco should have the primary responsibility

in enguring short-term reliagpllity of qrid
cperations,.  This responsinility should be well-

33. Entergy today cperates as one control area,
with Y“satellite® control areas for the indiwvidual Rntergy
Cperating Companiea. Entergy provides no detalls abeout how
the Transco will, in tact, cperate the grid to ensure
reliability. Entergy provides no delalls aboul how Lhie
Transco could interact with other Market Zarticipants,
including Cajun, which operate their own control areas.

34, HNor does Entergy provide any deZail on how
the Transco can operats the system witlhout control over at

least some generaticn.



14 -
35, Finally, thz Transco should become a member

of the appropriate reliabkility orcanizaticn.

5. The Traxz ver th
of ipterconnected trapsmissicon facjlitioss within
1 ;

36. Again, Entergy's Transco proposal 15
insufficient in meeting this standard, because It does not
provide details. It only provides assiurances that it
contrels all intertie tranamission faclilities.

6. The Tran i if n ' g
svsiter and he zble o take gperationagl actions to

e hose ¢ il L1 th rading r
established by the governing kody, These rulss
should promote efficiont trading.

37. Cajun supports the concept that the Transoo

has operationa’ control over the transmission grid, but does
nct also operate an energy markeT. However, the congestion
managemen! pian musl be developed by all Market
Participants. The Transco preopesal dees pot moke it clear
that constraint management, ircluding redispatch costs, must
be done nnly for reliability reascons, nob econcomic reascns.
38, Meoreowver, it ‘& unclear how the Transcc would
relieve long-term constraints on the systzu, olhern “han
through coordinated planning among Members. The Transco
should have tne suthority to sese that needed facilities are
buils. The Commission must condition any approval of bhe

Transco proposal on inclusion of these featires.



7. late incentiw
L] nistration an
mtl‘e Bervices n&ei&d_fouagﬂ_q_emaai_anﬂ
minisg i ive mack
i%. Entergy should b required to prowvide
gunidelines for how and when the Transce wiil conduct

competitive bidding for major services.

8.

40, Cajun has comments on Entergy’s cutline of a

pricing proposal in a separate section.

g, hould maks ransmission avstem
i —ian 1j i I imelwy
i iz inform - i
with izsion's redquiremanls.

41, The Transco weuld cstablizsh and implement an
Open Access Sare-Time Irformation Svstem and Standards of
Conduct (“OASIS™). Tae free flow of information among a
Transco and markst participants is essential for a Transco
to perform its functions and for markel parlbicipants to
eff-ciently participate in the market. Order No. 888, III
FEAC T 37,036, at 31,732. The -mplementation of an Open
Access Same-Time Information System (CASIS) must he
congsistent with the regulations set forth in 18 C.F.R, § 37

(15926) .,
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19. 2 Trarsco should develop mechanisme bo coordinate
with neighboripg contro, areas.

42, Because, as was noted, Cajun currently
oporates its own wontrol area, this is a crusial issue far

Cajua. Entergy must he required te provide mere delalls.

1. AT : hoal lish E
i ' he firsit ipstance,

43, At present, Cajun rai=s=s no substantive
objecticns to the Alternative Dispute Resclution [“ADR™)
proccedures set forth in the ISO Proposal.

B. PERFORMANCE BASED RATE-MAKING (PBR} HAS NOT BEEN
SHOWN TO BE JUST AND REASONAEBLE

4£., Ertergy provides no details akbout ifts FBERE
oroposal at this time. <Cajun is, as inilial malber, oppesed
to PBR unless and antil it can be fully demonstrated to be
juct and reasonable. The Commissicrn has made it clear that
transmizsion providers must file rates “Zustifisd solely on
the bazis of transmissicon-related costs.” Order No, BEg,
111 FEIRC 5zats. & Regs., 1 31,036 at 31,727-0728, Cajurn
believes iz is crucial, in a more competitive industry, that
strict functionalization be observed and that transmission
rates be based sclely on transmission costs.

45, Cajun would likely support Transco
transm’ssion rates that are uniform (nen-pancakesd; and based
on the embedded costs of the Lransmissicon rfacilities and

transm_ssian related edpenses,



V. CONCLUSION

Mabey,

WHEREFORE, for the foregeing rcasons, Halph R,

Chaptar 11 Trustee for Caiun Electric Powcr

Cocoperative, Inc,, respectfully requests rhat -he Tommission

granl the following rel:ef:

1.

2
.

Dated:

Grant Cajun’s Motion to Intervene and order that
Cajuir bz allowed to participate fully as a Darty
to these proceedings;

Consider Cajun's Protss® in ruling on Entergy’s
Trarsce proposal and elther deny the Petition as
OV2TiY Vague or reguire Entergy to provide further
details on its proposal; aad

srant such other rclief as the Commission nay deem
necessary and apprcpriate,

May 5, 19945 Respectinlly submitted,

TMM

James D, Pembroke

Themas 1. Rudebusch

Dungan, Wesinheryg, Genszer
& Pembroke, =>.0C.

1615 M Street, MN_W.

Suitz 8900

Washingtan, D.C. 20036

Attorneys for Rzlpz RE. Mahey,
Chapter 11 Trustee for Cajun
Electric Power Cooperative,
Inc.
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_ nereby certify that I have this day servec the
toregoing document upon each perscn designated on Lhe officizal
service list compiled by the Secretary in this prcceeding by U.S5.

Mail. Cated at Wasnington, D.C., this 5th of May 1983,

et bbb —

Thomas L. Budebusch

DUMNCALN, WEINBERS, GENAER
& PEMBROKE, F.C.

1615 M Strest, WN.W.

Suite BOOD

Wasnirgton, DC 20036

(202 48T-£370




