
JUN 10 I 08 PH '96 ARKANSAS PUBLIC SERVICE COMMISSION 

FILED 
IN THE MATTER OF THE AGREEMENT 1 
FOR ELECTRIC SERVICE BETWEEN 1 DOCKET NO. 96-052-P 
ARKANSAS POWER & LIGHT COMPANY 1 ORDER NO. 9 
AND POTLATCH CORPORATION 1 

O R D E R  

Entergy Arkansas, Inc. (llEntergyll), then Arkansas Power & 

Light Company, filed an Application and supporting testimony on 

February 16, 1996, requesting approval of an Electric Service 

Agreement (llAgreementll) between Entergy and Potlatch Corporation 

(llPotlatchll). Filing testimony on behalf of Entergy and Potlatch 

was Dale M. Crawford, Robert W. Edmonds, George Y. Vogt, and Harry 

D. Seamans. 

The General Staff of the Commission (I1Staff1l) filed the 

testimony of Patti J. Kelly on April 30, 1996. Ms. Kelly testified 

that the proposed Agreement is in the best interest of Entergy 

ratepayers and, therefore, should be approved. 

A Joint Motion of Staff and Entergy to waive a hearing was 

filed on May 10, 1996. Staff and Entergy also requested that the 

Commission enter a final ruling based upon the pre-filed testimony. 

On May 13, 1996, Order No. 3 granted the Joint Motion. As 

requested by Entergy and Staff, Entergy's Application will be 

considered based upon the pre-filed testimony without the necessity 

of a hearing. No other parties have intervened in this Docket. 

The five-year Agreement is designed to retain Potlatch's 

8 electric load currently being served by Entergy in lieu of 
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Potlatch's plan to go forward with an upgrade of its existing 

turbine generator operating at its IlCypress Bend" facility. The 

turbine upgrade would increase the cogeneration system's output to 

24 MW thereby reducing the amount of electricity purchased from 

Entergy to slightly less than 5MW, significantly decreasing 

Potlatch's total expenditure for electricity. Electricity provided 

Potlatch under this Agreement will be charged to Potlatch at 

special negotiated rates. 

The pre-filed testimony reflects that Potlatch has a viable 

economic incentive to upgrade its existing turbine cogeneration 

facility as compared to paying Entergy's standard rates for its 

existing electric load. The pre-filed testimony also reflects that 

Potlatch has significant experience with the installation and 

operation of cogeneration facilities and that Potlatch's turbine 

upgrade alternative is viable from a technical viewpoint. Further, 

Mr. Seamans, a Vice President of Potlatch, testified specifically 

that Potlatch would proceed with its plans to upgrade its turbine 

cogeneration facility if the proposed Agreement is not approved. 

If Potlatch upgrades its turbine cogeneration facility, 

Entergy will lose a portion of the revenues currently paid by 

Potlatch. Revenues received from Potlatch include a contribution 

to Entergy's exact recovery riders, to average fuel costs and other 

variable costs, and to fixed costs. Although a significant portion 

of these contributions would be lost if Potlatch upgraded its 

turbine generator, there, would be no significant reduction in 
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Entergy' s fixed costs. In a general rate proceeding, the 

unavoidable fixed costs in the test year would be costs subject to 

allocation to all other Arkansas retail customers. 

The proposed Agreement will require Potlatch to continue full 

contribution to the AN0 Decommissioning Cost Rider M26, the Grand 

Gulf Riders M33 and M33-A, and the Excess Capacity Deferral Cost 

Recovery Rider M39 (collectively the "Exact Recovery Riders"). 

Entergy will record the Exact Recovery Riders revenue and fuel cost 

contributions as if Potlatch had paid standard rates. 

Accordingly, based upon the pre-filed testimony identified 

hereinabove, the Commission finds that the proposed Agreement is in 

the public interest and should be approved. 

It is, therefore, ordered that: 

1. The Agreement for Electric Service between Entergy and 

Potlatch, filed in this docket on February 16, 1996, is hereby 

approved. 

BY ORDER OF THE COMMISSION. 

This /Ow day of June, 1996. 

- 
Jan Sanders L 
Secretary o f  the Commission 


