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Pursuant to Sections 2.742 and 2.740 of the Conmissicn's
Rules of Practice, thc Department of Justice requests chat
Applicant admit the following relevant matte of fact.

Wherc tho matter is denicd in vhole or in part, &pplicent ie
requected te stata its contentions with respeet to ezch
aumbered request and list or otherwise identify the documents

relied upcn and the

pates woculd testify in regard to those contentions. The
Department further requests that the above be completed by
Applicant no later than March 15, 1973.

1. The retall market for electric power in Michigan's lower
peninsula is predocminantly e demand mariket for “fira' electric
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the marketing of "firm'" power supnly. We believe that the
significance of the term "firm'" power can best be understocod
by considering the history of the furnishing of electric power
in Michigan and elsewhere in the United States.)

2. Prior to the 1880's electric power in Michigan's lower
peninsula and elsewhere was furnished in a few places from
on-site generators located, for example, at large commercial
enterprises such as department stores, hotels, or at industrial
sites, ordinarily owned and operated by the user of electricity.
3. Beginning in the 1880's, "central-station" service began

to be offered throughout the United States, including Michigan.
Central-station service cescribes an arrangement in which the
owners and operators of centrally located generating equipment
distributed and scld electricity to others at locations rela-
tively close to the generators--where it was economically
feasible to do so.

4, Power rates to larger loads ultimately were formulated in
two parts: (a) "demand charge" in which a price was fixed

for each kilowatt of peak load capacity based on the fixed
costs of the plant, and- (b) "enmergy charge'" in which a price
was fixed for each kileowatt hour baced on fuel and other
operating costs. These are explained generally in Earnes,

Economics of Public Utility Reculation, Appleton-Century-

Crofts, New York, 1942, pp. 325,339.
5. Among the several advantages of central-station service
over isolated on~site generation was reduction in costs of

plant by reason of diversity of lcads.
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6. For example, if a commercial enterprise had a load of

50 kilowatts in the evening and 10 kilowatts in the morning
and an industrial enterprise had a load of 50 kilowatts in
the morning and 10 kilowatts in the evening, the two loads
could be supplied by a single generator of 60 kilowatt capa-
city with the additional cost only of distribution wires
between the generators and the loads.

7. Another advantage was that a single crew could attend

the centrally located generating equipment.

8. The first central stations were confined to direct current
systems in relatively small urban downtown areas. With the
advent of the alternating current motor and transforwer, a
single central station could feasibily serve larger and larger
arcas, because alternating current could be stepped up to a
higher voltage for transmission over greater distances with
reduced losses and stepped down again at the points of use.

9. Provision for continuity of service--or "firm" power--was
one important problem remaining to be solved for isolated
central-station generation.

10. Where the source of supply was an internal combustion or
steam engine or a steam turbine, the possibility of mechanical
and electrical failure ('forced outage'") was a significant
factor affecting continuity of service.

11. This possibility of mechanical and electrical failure or

“"forced outage' of dindividual generating units persists tcday.



12. At the present time, the average failure rate for diesel-
electric engine generator sets is approximately 1% of the time,
and individual instances of failure may kecep a unit ocut of
service for several months.

13. The probability of failure for steam turbines varies
from approximately 2% on average for smaller units with lower
operating temperatures and pressures to approximately 6% on
average for larger units with higher operating temperatures
and pressures. Somewhat higher rates prevail for "immature"
units, i.e., within the first year or two after their instal-
lation. Federal Power Commission (FPC) 1964 National Power
Survey, Part II, p. 406G.

14, Electric power supplied from a single steam turbine
(with associated boiler and generating unit) with a "forced
outage" rate of 2% of the time would normally be unavailable
about 2 days out of every 100, or approximately a week out
of every year.

15. Power from a single such generator is not commercially
marketable as "firm'" power in Michigan's lower peninsula or
elsewhere in the United States.

16. System failures in which failure of one element causes
failure of another are called 'cascading' outages, and power
systems can be and are ordinarily designed to minimize the
probability of such outages.

17. It is thus possible to arrange for connection of two or
more generating units at a single central station in such a

manner that the forced outage of one of the generators will



not cause the other to fail; that is to say the probability
of failure of two or more of the generators will be at

random.

18. In a central station with two generating units connected
in this manner, the prcbability of the simultaneous but random
forced outage of both generators where each generator has a
failure rate of 2% is .02 x .02 or .0004, and the probability
of the availability of power from at least one generator would
be .9996, or at all times except .0004--or approximately 1 1/2
days out of every 10 years.

19. Where such a central station contains two 10 megawatt

(1 megawatt equals 1000 kilowatts) generating units, and each
generator has a failure rate of 2%, the probability of avail-
ability of at least one unit or 10 megawatts of power would
be .9996, and power from 10 megawatts of generating capacity
would be commercially marketable as "firm." Federal Power
Commission Form 12, Schedule 16, refers to such capacity as
"assured capacity."

20. Where such a central station contains one 15 megawatt
generating unit and cne 5 megawatt unit, each with a failure
rate of 2%, the probability of availability of at least one
unit would still be .9996; but only 5 megawatts of generating
capacity would have that high a probability of availability,
and the central statiocn could thus market only the power

from 5 megawatts of capacity as "firm."



21. '"Dependable capacity" refers to the number of kilowatts
that a generator can be relied upon to generate continuously
except for forced outage and scheduled outage for maintenance.
22. '"Reserves' for a generating system of two or more genera-
tors refers to the difference between ''dependable capacity"
and the capacity marketable as "firm."

23. In an isolated central station of two 10 megawatt
generators, the dependable capacity would be 20 megawatts,

10 megawatts of capacity would be commercially marketable as
firm, and reserves would be 10 megawatts. Reserves are neces=-
sarily equal to the size of the single largest unit because
that unit would not be available during maintenance or in the
event of its forced outage.

24, 1f the isolated central station had instead one 15 mega-
watt generating unit and one 5 megawatt unit, the dependable
capacity would still be 20 megawatts; but reserves would be

15 megawatts--again equal to the single largest unit ac the

station. Assuming a 2% failure rate for each generator, 5 mega=-

watts of this station's capacity would have a .9996 probability
of availability and 15 megawatts would probably be available
.98 of the time. Only 5 megawatts of capacity would be market-
able as firm.

25. It would be possible to decrezse reserve requirements

by installing emaller units.

26, For example, 10 megawatte of "firm" power could be

marketed by installing eleven 1 megawatt generating units.



27. This would probably not be an optimum power supply, how-
ever, because there are economies of scale associated with
unit size increases,
increased generating unit size. As/the costs per kilcwatt
and per kilowatt/hour decrease quite rapidly, particularly in
unit sizes in the range of 1 to 10 megawatts.
28. The size of units selected by the system planner is a
compromise between the desire to utilize the largest unit
size which is economically optimal and the desire to keep
the amount of reserves to a minimum, consistent with maintaine-
ing the necessary level of availability of service. (This

statement applies to a lesser extent to "peaking" units, which
are run only a few hours during the year at times of highest
power demand, and "intermediate range' units, which run for
fewer hours than the ''base load" or nearly-full-time-operation
units. Peaking and intermediate range units normally have
lower capacity costs and higher energy costs relative to base
load units, and are available in small sizes. Peaking loacs
are often served by a number of small units located at the
points of need.

29. The necessity to maintain the cquivalent cf the single
largest unit as reserves is particularly troublesome for a
growing power system as shown by the following example.

30. A system with three 2 megawatt units and one 4 megawatt
unit would have a dependable capacity of 10 megawatts and o
capacity marketablg as firm of 6 (4 megawvatts of reserves,

equivalent to largest unit), Assume the system suddenly



obtains an additiocnal 6 megawatts of lcad. It cannot serve
that load and maintain system reliability merely by installing
a new 6 megawatt unit. If it installs a 6 megawatt unit,

its dependable capacity would increase from L0 to 16, but

its capacity marketable as "firm'" would increase only by

4 megawatts (from 6 to 10) as its reserve requirement would
increase from 4 to 6 (the largest unit on the system is now

6 megawatts).

31. Among this system's possibiliti:; for building genera-
tion to serve the new lcad would be (1) to install two 3 mega-
watt units (and lose economies of scale), (2) to install two

4 megawatt units (total 8 megawatts; 6 megawatts for the now
load with thz surplus 2 megawatts earmerked to supply future
load growth; no additional reserve requirement), cr (3) to
install a 6 megawatt unit plus a 2 megawatt peaking unit to
meet the increacsed reserve requirement (total derendable
capacity would be 18 megawatts, reserves 6 megawatts [4 mega=-
watts original + 2 megawatts], and marketable firm power

12 megawatts--6 m gawatts for the original load and 6 megewatts
for the new).

32. The history of power supply from the 1880's to the 1910's
generally showed a transition from isolated on-site generaticn
to isclated central-station service (other than for some very
large industrial plants with substantial power needs). (Even
today scme very large industrial lcads and some very small
farm or rural lcads remote from power company lines find it

economical or necessary to utilize cn-site generation.)
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33. In the decade from approximately 1910 to 1920 the techno-
logy of electric transmission progressed to a point where it
became possible to tie two or more central stations together
by a high-voltage transmission line into a single bulk power
supply system.

34, Mr. W. A. Foote, who controlled one of the predecessor
companies of the Consumers Power Company, and his brother
pioneered this technology in Michigan (possibly as early as
1906). Interconnection of central stations in Michigan may
have preceded the state of the art elsewhere in the country
by a few years.

35. Where two central stations each with two 10 megawatt gen-
erating units (and thus: 20 megcwatts each of dependable
capacity; 10 megawatts each of firm caracity; 10 magawatts
each of reserves) are tied together by a high-voltage trans-
mission line, they can share a common reserve.

36. Ten megawatts of capacity--equal to the single largest
unit on the system--will satisfactorily fulfill reserve or
standby needs for the entire newly interconnected system.
37. The resulting interconnected system is thus capable of
marketing 30 megawatts of firm power, as comparcd with a
total of 20 megawatts of firm power (10 megawatts each) for
the two central stations operating isolated.

38, If two similar-sized central stations interconnect, in
lieu of taking the benefits by way of marketing additional

firm capacity they may elect to take the berefits by installing



larger, more economic units without degrading reliability of
service, as shown by the following example.

39, Two central stations, each with two 10 megawatt units
(and thus 10 megawatts each of reserves or 20 megawatts
total), could interconnect, agree each to continue to maintain
10 ‘megavatts of reserves, and install 20 megawatt units in
the future without degrading the reliability of service.

The combined reserves of 20 megawatts would be equal to the
size of the new largsst unit (20 megawatts) in the interconnected
system.

40. In lieu of obtzining the benefits of interconnection by
way of marketing more firm capacity from existing facilities
or by way of increasing the economic justificatiocn for instal-
ling larger units, the benefits of intercomncction may be
taken by way of increased reliability, as shcwn by the following
example.

41, 1If two central stations (each with two 10 megawatt units)
interconnect and each continue to maintain 10 megawatts of
reserve and to utilize 10 megawatt units as the largest unit
size, the interccnnected system could withstand the simul-
tancous but random forced outage of two generating units, and
still market the same amount of firm power but of even greater
reliability. The probability that three units would be out

of service simultaneously would be a much lower order of
probability, resulting in a grrater probability of availa-

bility of at least 20 megawatts. The probability of forced
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outage of three units is .02 x .02 x .02 or .000008. The
availability of at least .20 megawatts wculd be .999992.

42. 1In practice, interconnection usually results in the
enjoyment of a coubination of all three kinds of benefits--
marketing additional firm capacity, installing larger gencrat-
ing units, and improving system reliability.

43, 1If the two interconnecting central stations remain under
separate ownership and have equal bargaining pover, they will
probably split the benefits equally.

44, An arrangement which would carry out "reserve sharing'
would require the construction of a transmission line and the
execution of an agreement to sell "emergency power' cn an if-
and-when-avzilatle basis without any demand charge for idle
capacity but only an energy charge for energy actually used.
45, Such an agreement must also provide that each party will
share fairly the "responsibility" of maintaining sufficient
"reserves" to maintain reliability on the interconnected
system, either by maintaining a fair portion of reserves on
its own system, or by purchasing reserve capacity from other
interconnected syscems.

46. Under such an agreement, where two central stations each
«*ith two 10 megawatt generating units interconnect, and the
bargaining strength of the parties is equal, each would be
required to maintain 5 megawatts as its ''reserve responsibility."
47. The reserve responsibility may be stated either in terms

of an absolute number of megawatts or in terms of the percentage
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of its peak load (the maximum power load delivered by the
system at any one time) that each party is required to main-

tain as reserves.

48, 1If the reserve responsibility is stated in terms of an
absol-'t.e amount, the reserve sharing is commonly referred to
as "mutual emergency support.'" Thus, in the foregoing
example each party would agree to maintain 5 megawatts of
capacity for mutual emergency support.

49. T¥ the reserve responsibility is stated as a percentage
of pea. load, in the foregoing example, it would be 10/30ths
or 33 1/3% or 10 megawatts for the interconnected system and
5/15 or 33 1/3% or 5 megawatts for each participant. This
manner of determining the reserve responsibility of each
party to a reserve sharing agreement was applied (with slight
modifications) by the FPC and approved by the Supreme Court

in GCainesville Utilities Devartment v. Florida Power Corp.,

402 U.S. 515 (1971), and will be referred to hereinafter

as the "equal percentzge reserves' or '"Gainesville'" formula.

50. Under such an agreement for reserve sharing between

two central stations ecach with two 10 megawatt generating
units, if one of the parties had a forced outage of one of
its generating units at the time it was marketing 15 mega-
watts of firm power, it could continue to meet its marketing
obligations from 10 megawatts of its own capacity and 5
megawatts of cnérgcncy power "if and vhen available" from the

other party through its interconnection,

12



51. It could rely on doing so even though the '"emergency

' since

power" would only be supplied "if and when available,'
the probability that power from the other system would be not
available (.02) at exactly the same time that the first
system's second unit would be out of service (.02) would be

so low (.0004) that the quality of power supply on the first
system would not fall below that generally accepted as firm
power.

52. The other party to the interconnection would enjoy an
equal advantage.

53. The distance betwecen the two central stations is one of
the critical factors to the economic feasibility of any reserve
sharing arrangement,

54, 1f the distance between the two central stations is rela-
tively small, the cost cf owning and operating the transmission
line necessary for the reservegharing will normally be less
than the cost of censtructing additional generating capacity.
55. When the distance between the two central stations is
relatively great, the cost of the interconnecting transmission
line may approach, equal, or exceed the benefits from the
reserve sharing or other cocrdinatien.

56. Assumirg feasible distances, four central stations, each
with two 10 megawatt units, could interconnect and share
reserves and market firm power with only 10 megawatts in
reserve for the entire pool.

57. Where four central stations, each with two 10 megawatt
units (80 megawatts total depéndable capacity; 20 megawatts

13



dependable capacity each) share reserves, each need maintain
only 2.5 megawatts of reserves (10 megawatts total reserves,
equivalent to the interconnected system's single largest uuit)
and can market 17.5 megawatts of firm power (1/4 of the

70 megawatts total for the system).

58. The reserve sharing arrangement may be carried out by
contract or by common ownership or control of these four
central stations.

59. If a fifth such central station were admitted to this
reserve sharing pool or. equal terms (thus agreeing to maintain
the same percentage of reserves as the other four), each of the
five central stations would need maintain only 2 megawatts of
reserves {10 megewatts total reserves, equivalent to the intere
connected system's single largest unit) and could market 18
megawatts of firm power. (Its reserves would be 1/5 c£f the

10 megavatts pool reserves or 2 megawatts. Deducting this from
20 megawatts dependable capacity would leave 18 megawatts
marketable as firm.)

60. The newly admitted pool member would increase its capacity
marketable as firm from 10 megawatts to 18 megawatts (out of

20 megawatts dependable capacityf rggsrve responsibility would
decrease from 10 megawatts to 2 megawatts.

6). Each of the four original pool members, however, would
‘ncrese its capacity marketable as firm only 1/2 megawatt,

from 17f5 megawatts to 18 megawatts, as its recserve responsi-
bility would decrease only 1/2 megawatt, from 2.5 megawatts toc
2 megawatts.
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62, Thus, if the benefits of pooling reserves will be

shared equally among all five pool members, regurdless of the
order in which they enter the pool, the potential benefits to
the fifth central station seeking admittance are greater than
the potential benefits to the four origiral members with which
it wishes to join.

63. The four original pool members might refuse to admit the
fifth central station to the pool at all, or they might permit
it to join only on contractual ccndition that the lion's share
of the total benefits of pooling reserves flow to the original
members.

64, For example, under Applicant's "Holland" formula referred
to below, a fifth central station with two 10 megawatt generat-
ing units joining a group of four central stations each with
two 10 megawatt generating units would be permitted to market
only 11 megawatts of firm power [{rem its dependable capacity,
much less than the 18 megawatts marketable under the Gaines-
ville formula and only slightly more than the 10 megawatts
marketable under isolated operaticn.

65. As the number of generating units in a system increases,
there comes a time when it becomess necessary to protect against
the simultancous but random forced outage of two or more
generating units.

66. The exact point at which this would be necessary is
established either by judgment of the system operator or

planner, or by statistical methods which are capable of
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measuring reserve requirements in terms of varying risk levels
of outage probability expressed either as a percentage of

time, or by frequency and duration.

67. Such methods include the 'loss-of-load" method (percentage

of time method) formulated by Calabrese, AILE Transactions,

Vol. 66, 1947, pp. 1439-50, Generating Reserve Capability

Determined by the Probabilitv Method, and the loss of capacity

method ( frequency and duration) formulated by Halperin and
Ad.er, AIEE Transactions (Power Apparatus and Systems) Vol. 77,

August, 1958, pp. 53044,

68. Whether reserve requirements are measured by such statis-
tical methods or by the simpler standard of maintaining the
equivalent of the interconnected cystem's single largest unit
as reserves, as previously explained, it is generally true
that, when two o. more systems interconnect, for any given
level of outage risk the amount of reserves required for the
interc. inected system is less than the sum of the re-erves
required to maintain the same risk level for the component
systems operating on an isolated basis.

69. VWhen a small system pools its reserves with a larger
system or group of systems b contributing reserves equal to
an established percentage of its peak load, and thus need not
maintain the equivalent of its single largest unit as reserves,
its problem of building economic new generation to serve load

growth is reduced, as shown by the following example.
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70. As discussed earlier (Item 30), °n isolated system with
three 2 megawatt units and one 4 megaw~tt unit would have a
dependable capacity of 10 megawatts and capacity marketable
as firm of only 6 megawatts. To serve a new 6 megawatt load,
it would have various compromise alternatives (see Item 31).
I1f, on the other hand, this system interconnects for reserve
sharing with a larger system and its required reserve is,
for example, 207% of peak load, capacity marketable as firm
would be 8 1/3 megawatts out of a dependable capacity of

10 megawatts (10 megawatts is 120% of the possible peak load;
possible peak load/caracity marketable as firm thus equals

8 1/3 megawatts). The system could market 2 1/3 additional
megawatts of firm power immadiately, anc it could serve a
further 6 megawatts load merely by installing a single base
load unit of 7.2 megawatts (6 megawatts for the load plus
20% of 6 magawatts to meet the required reserve percentage
equals 7.2 megawatts). Total dependable capacity would then
be 17.2 megawatts and capacity marketable as farm 14 1/3
megawatts (17.2 megawatts is 120% of 14 1/3 megawatts).

71. The electric power market throughout the United States
in genaral over the last 70 years has been a growing market
enjoying approximately 7% average annual compound growth.
FPC, 1970 National Power Survey, I-3-3.

72, Of importance to the electric power system planner is
the absolute amount of growth annually, or the annual incre-
ments of growth, &s a constraint on the size of new units to
be installed in any system.

17



73. 1f the system planner chooses new units with capacity

sufficient to meet two or more annual increments of load

growth, the installing system will be burdened by the fixed

charges associated with the idle capacity until the time the

unit is fully loaded.

74. Two or more central stations can interconnect and instzall

larger units without incurring such economic penalty, as

shown by the follcwing example.

75. Four central stations, each with an annual load growth
of 10 megawatts could pool their load growth and could in

the future install 40 megawatt units annually (assuming that
they had resolved the reserve sharing problem satisfactorily).
76. 1f a fifth central station with 10 megawatts annual lcad
growth were admitted to the pool, the pool could then install
a 50 megawatt uvnit each year.

77. The fifth central station could then obtain its required
10 megawatts of load growth power annually frem a 50 megawatt
unit and enjoy the significant economies of scale afforded

by 50 megawatt units over the 10 megawatt units it would
otherwise install.

78. The four original pool members, however, would gain only
the lesser ecoromic advantage of being able to install 50 mega-
watt units rather than 40 megawatt units.,

79. The obvious bargaining disadvantage of the fifth central
station with potentially more to gain than the four central

stations whose load growth pool it seeks to join is no less
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present when the four pooling central stations have become
financially as well as electrically integrated.

80. The "ccordinated development' of generation made possible
through pooling of load growth may be accomplished by a number
of metheds, including: (1) establishing joint ventures for
the constructicn of large generating units; (2) staggering

the construction of generating units among pool members, with
the installing system selling "unit power" (power from a
particular generating unit) at the costs of the new unit to
the other members either for the life of the unit or for a
number of years until the installing system can fully utilize
the capacity itself; and (3) transactions in "surplus power'/
"deficiency pover'--power surplus to the selling system

after providing for load and reserve requirements, not identi-
fied as from a particular unit, sold with or without reserves
to another system deficient in the power necessary to meet

its load and reserve requirements, and but for the availability
of which the buying system would have made plans to install
new generating capacity.

81. Where the parties have equal bargaining strength, a
surplus power/deficiency power transaction will usually take
place at the cost of power supply currently being installed
(i.e., the average costs per kilowatt of capacity and per
kilowatt hour of energy of the unit being installed).

82. Setting the sale price on this basis permits the buyer

to obtain new generation to serve growth markets at a cost level

approximating the seller's costs for supplying growth markets.
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83. '"Reserve sharing'" and 'cocrdinated development" are two
important kinds of coordination among the several kinds that
are practiced in the electric utility industry.

84, Others include economic dispatch, or economy energy

transactions, hydro-thermal coordination, maintenance coordi-

nation, coordination c¢f spinning reserves, and some not mentioned

here.

85. Common to all these kinds of coordination are two require-
ments: (a) high voltage trensmission as the ccorcdiaating
medium; (b) the willingness of other parties engaged in bulk
power supply functicns to plan or operate generating facilities
in common,

86. Hydroelectric generation is not as sensitive to the

need for access to reserve sharing es thermal generators,
because hydroclectric turbine-generators have a low forced-
outage rating and the economies of scale are not as significant.
87. However, where hydrologic conditions provide limited
amounts of water for generation at a hydroelectric site,

access to coordination to obtain cff-peak surplus energy

from thermal generation systems can increase the value of

the hydroelectric generation.

88. The economically feasible hydroelectric sites in any

areca are limited in number.

89. Somctime prior to 1910 Mr. W. A. Foote was operating

two or more central stations in parallel in Michigan's lower

peninsula,
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90. In 1910, Mr. Foote financially combined his interests

in several central stations with those of Clark, Hodenpyl

end Walbridge, who had interests in other central stations,

and the Commonweal) th Power, Railway & Light Company was

formed.

91. As of 1912, the Commonwealth Pcwer, Railway & Light
Company owned approximately 73% of the water power in Michigan's
lower peninsula, as indicated in Appendix A hereto, a diagram
from the 1912 Report of Commissioner of Corporations on Water-
Power Development in the United States (following p. 130).

92, Another 137 was owmed by the Indiana & Michigan Electric
Company (now a subsidiary of the American Electric Power
System). See Appendix A,

93. The Commonwealth Power, Railway & Light Company was soon i
operating an interconnected power system combining the centrzl
stations of its operating subsidiaries. For the purpose of
operating generation and transmission, several of these

central stations were formed into a separate company knewn

as the Au Sable Electric Company. Its properties are indicated
on the diagram attached as Appendix B.

94, The Commonwealth Fower, Railway & Light Ccmpany, a

holding company, included the cperating properties indicated

on lines 33-70 of the attached table from Senate Document

No. 316, Electric Power Development in the United States,

84th Cong. 1lst Sess. (1916), part 2, pp. 366-357 (Aprendix C).

(In addition, the holding ccmpany controlled two electric
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railways which were major users of electric power.) The
remainding entries on the table indicate other independent
systems in Michigan at that time.

95. The history of the Consumers Power Company from the for-
mation of its predecessor, the Commonwealth Power, Railway &
Light Co., until the present has been characterized by a
continuing acquisition of ownership and control of central
stations and operaticnal integration of central statious
where distances made this feasible. The constituents of
Consumers Power Company are listed in Appendix D, an excerpt

from F. H. Luther, Sonz of Service (a2 ccmpany history proviced

by Applicant on discovery in this proceeding).

96, Among the acquisitions of the predecessors of Consumers
Power Company were some small systems, both privately and
municipally owned, already consisting of two or more central
stations. See Appendix D.

97. Acquisitions in the 1920's included the Citizens Electric
Co. of Battle Creek, the Wolverine Power Co., owning hydro-
electric plants on the Titibiwassee and Tabasco Rivers, a
distribution system in Linden, the St. Johns municipal systenm,
properties in Durcnd, Climax (municipal), Goodrich, Atlas,
Bronson (municipal), Big Rapids, Greenville, Belding, Stock-
bridge (municipel), Spencer (municipal), Athens, Shepard,
Ovid, Reed City (municipal), Wyoming Light and Power Company,
Frankenmuth, Dimoncale, Farwell (municipal), Beaverton,

St. Charles (municipal), Flushing (municipal), Addison, and
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others, many of which were relatively small. Sometimes the

property came directly into the Consumers Power Company, and
sometimes it came through some other corporate organization,
such as a holding company (as exemplified by the acquisition
of the Thornapple Gas and Electric Co.), or through another
subsidiary (as in the case of Southern Michigan Light and

Power Co.). See Luther, Sonz of Service, pp. 327-328.

98. The financial interests controlling these properties
were affiliated with cther financial interests controlling
properties in other states too distant at that time for inter-
connection and coordination with the Michigan properties,
including the follewins: American Super Fower Corp., United
Board and Share Co.,
Corp., United Gas Improvement, Electric/Penn-Chic Edisen,
Toleds Edison, and Ccumonwealth and Southern Co.
99, Applicant was formerly a part of the Commonwealth and
Southern Co. The major components of the Commonwealth and
Southern Co. included what is now Consumers Power Co. and
what is now the Southern Company, a2 holding company that
controls an integrated system of four operating compenies.
100. The Consumers Power Ccmpany was separated from the
Commontealth and Southern financial ama’gamation in an SEC
proceedirg in the 1940's. The proceeding arose under Section
11 of the Public Utility Holding Company Act, which required
the dissolutionof holding companies corsisting of more than

one systenm of properties electrically integrated or capable

of being electrically integrated.
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101. Among the more recent acquisitions of Ceonsumers Power
Company was Michigan Public Service Company. Acquired in
1950, Michigan Public Service Company operated an intercon-

nected electric system in 16 counties in the northern part

of Michigan's lower peninsula, including distribution service

in Cheboygan, Gaylord, Ludington, lontague, Traverse City,

and about 100 other smaller communities.

102. Other acquisitions of Consumers Power Company were the
Blissfield municipal system (1950), the White Cloud municipal
system (1952), and the Bellare municipal system (1932).

103, In 1956, Consumers Power Company acquired the Kalamazoo
municipal system and approximately 1,000 retail customers.
104, 1In 1959, Consumers Power Company offered to purchase,
and finally did acquire, the .fanton municipal systen.

105. In 19561, Consumers Power Company acquired the Crayling
municipal electric systen.

106. In 1967, Consumers Power Company acquired the Rogers
City Power Company through an exchenge of stcck.

107. .In 1268, Consumers Power Company acquired the generating
and distribution facilities of the City of Allegan, Michigan.
108. At the time of the foregoing transaction, Allegan

owned and operated a hydroelectric plant which it had ceonstructed
in the 1930's with PWA funds.

109. Allegan also owned several thermal generating units
which had been added from time to time to supplexent the out-

put of the hydreocelectric generation.
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110. Immediately prior to the transaction, Allegan had sought
a reserve sharing interconnecticn with the Consumers Power
Company .

111, 1In connecticen with urging Allegan to sell its electric
system, Applicant advised the town voters that the city's
system would not be able to construct and operate generating
facilities as cheaply as it could purchase power from the
Consumers Power Company.

112, Applicait has made similar renresentations in efforts
to acquire the generation and transmiscsion facilities of
Traverse City, Coldwater, and other cities in Michigan.

113. Applicant has made offers, thus far not accepted, to
purchase the electric facilities of other cities including
Charlevoix (1962), Traverse City (1965), and St. Louis (1963).
114, Applicant has succeeded in persuading scme cities
whose facilities it has not yet acquired to close down their
generating plants and to purchase their bulk power supply
from Applicant.

115. As the period from 1830 to 1910-1920 saw a transition
from isolated on-site generation to isolated centrai-station
service, so the period from 1910-1920 to present has demon-
strated the advantages of electric power supply from central
stations intercounnected by high voltage transmission with
other central stations operating either as a siugle company

or as a "'power pool" of several companies.
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116. Applicant, through high voltage transmission intercon-
nections, had emergency power arrangements with the Detroit
Edison Company as early as 1928.

Later, after World War II, Detroit Edison, by contract,
undertook not only to share reserves but also to coordinate
development with Applicant under the Michigan Pool arrange-
ment, on a basis which gave both parties full access to the
benefits of coordination,

117. The reserve sharing arrangements cof the Michigan Pool
at present are in substance those of the Gazincsville formula,

(provided by iipplicant on discovery).
except thet the arrangements are more detailed. See Appendix g7

118, The Michigen Pool shares reserves with the Cntario
Hydro Svster:, & publicly owned system operating in the
Province of Cntario, Canada, on terms which do not limit
access to the benefits of coordination.

115. Under Applicant's arrangements with Ontario Hydro,
emergency power is referred %o as ''capacity power and energy."
Capacity power arrangements are made on the basis of a charge
per kilowatt per day, rather than on a monthly basis as in
Apnlicant's contract with the City of Holland. There is no
reserve responsibility, and only a daily capacity charge
when emergency power is used. Such an arrangement does not
impose a substantial burden on access to coordination, as
there is no charge for idle, standby or reserve capacity.
120. The ichigzn Pool also shares reserves with Indiana &

Michigan Electric Co., Commonwealth Edison Co., and Northern
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Indiana Public Service Co., as provided in an area coordina-
tion agreement among the Michigan Pool companies and companies
to the south, on terms which give each of them full access to
the benefits of reserve sharing coordination.

121. Under its arrangement with systems to the south, Appli-
cant uses what is ncminally a mutual emergency support arrange-
ment. However, the supported party pays no capacity charge

for power in excess of mutual emergency capacity received, nor
is the supplying party in default if it is unable to comply
with a request for mutual emergency capacity because of an
emergency cn its own system. Hence, in its effect, the errange-

ment is simil~ar to the Gainesville formula and superior to the

mutual emergency support arrangements of Applicant's contracts
with Lansing and Holland in providing access to the benefits
of reserve sharing cocordination.

122, It is usual in most reserve sharing arrangements,

including those using the Gainesville formula, that the energy

delivered with emergency power either is returned in kind or
paid for at some reasonable rate, frequently out-of-pocket
cost plus 10%. This is the arrangement used by Applicant
with systems to the south,

123. 1In general, where two central stations or pools are of
equal size, a pool agreement providing for mutual emergency
support, wherein each party is obligated to furnish an equal

number of kilowatts in case of emergency, will ordinarily

result in the same sharirg of interconnection benefits as the

Gainesville formula,
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124. Where the system sizes are drastically different,
however, agreements formulating the nutual emergency support
in terms of an absolute number of megawatts, even where this
number is determined by formula, usually provide a greater
share of interconnection bencfits to the larger system than

it would receive under the Cainesville Zormula.

125. Applicant has interconnected with the City of Holland

under a formula, attached hereto as Appendix F, that inccr-

porates a mutual emergency support formulation in addition

to a stated reserve requirement.

126. Under what the formula calls "mutual emergency support,”
in,effect

Holland/rtcmises firm power without dJdemand charge to Appli-

cant in return for Applicant's promise cf interruptible

power, also without demand charge.

127. The term ''reserve responsibility' as used in the

electric power industry normally rcfers to a system's obliga-

tion to maintain reserve capacity in excess of its load to

meet the risk of forced outage (and sometimes other contin-

gencies) (cr to pay others to provice it with part or all of

such reserve capacity).

128. Under the Gzinesville formula, the full reserve respon=-

sibility is expressed as a percentage of peak load. Where
one interconnccted system falls short of meeting this reserve
responsibility, it must compensate the system with which it
is interconnected to the extent that the second system has

reserves in excess of such percentace cof reserve responsi-

bility.
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129. Under the Holland formula there is an item referred to
and defined as "RR'" or ''reserve responsibility." This is

not the full reserve responsibility under the Holland formula,
however. In addition to such reserve responsibility, the

City of Holland (cor any other electric utility who shares
reserves on Holland formula terms) is required to pay addi-
tional capacity charges whenever it requires emergency power

in excess of a so-czlled '"mutual emergency support capacity"
(MESC) level. See Appendix F.

130, If the mutual emergency support capacity level under

the Holland formula is set somewhere above zero, then Holland's
full reserve responsibility wouldle RR plus IMEEC plus the capa=-
city charges for emergency power taken at levels above IESC.
(Applicant deducts from its own reserve requirements in the
Michigan Pool amounts of MESC obtained from Holland and other
small systems.)

131, Under the G:oinesville formula, Holland's reserve require-

ment would be incependent of the size of its largest generat-
ing unit, and it could install larger units than it can
justify economically under its present interconnection arrange-
ment with Applicant.

132, The Michigan Municipal and Cooperative Power Pool
(hereinafter M=-C Pool) consists of two generaticn and transe-
mission cooperative systems, Northern Michigan (which supplies
three distribution‘cooperatives) and Wolverine (which supplies

four distribution cooperatives), two relatively large municipal
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systems (Grand Haven and Traverse City), and four small
municipal systems (Hart, Lowell, Zeeland and Portland).

133. The present interconnection of the M-C Pool with
Applicant is through one of the Pool members, Northern
Michigan, at Alba.

134, The M-C Pool has over a period of years sought establishe-
ment of a reserve sharing coordinating relationship between
its system and that of the Applicent.

135. Unitil the last two or three years, Applicant refused tu
exchange emergency power on an if-and-when-available basis
with the M-C Pool.

136. Applicant presently sells the !=C Pool firm power on a
15 minute ratcheted dzmand basis. This imposes declining
demand charges for a year on the M«C Pool whenever it obtains
power from Applicant to meet an emergency. Under this
arrangement the current monthly billing demand is the maximum
15 minute demand within the month, but not less than 60% of
the highest demand within the preceding 11 months.

137. Under its existing interconnect’>n arrangement with
Applicant, the M=-C Pcol's reserve responsibility cannot be
less than the capacity of its single largest generating unic.
138, At the present time, the M-C Pool is negotiating with
Applicant for a rew interconnection arrangement; and Applicant
has offered terms including use of the Holland formula for

reserve shiaring.

30



139. Under the Holland formula, it could be less expensive
for the M-C Pool to refrain from building additional generat-
ing facilities over the next 15 years and to purchase instezd
its additional bulk power sgupply requirements from Applicant,
derending on Applicant's pricing decisions.

140, 1In order to obtain project locans and approval from the
Rural Electrification Administration (REA), G & T cooperativas
must demonstrate that self-generaticn constructed with REA
loan funds would be cheaper than purchased power. REA
Bulletin No. 20-6.

141, An interconnection with Applicant on Cainesville formula

principles would permit the M-C Pocl aconomically either to
justify larger-sized generating units in its expension progrom
or to defer installatiocn of gencrating units for ¢ few years
and market additional firm power from e:xisting dependable
capacity.

142, Access by the M=C Pool to reserve sharingz and coordi-
nated development with Applicant would permit the M-C Pool
to attain costs of firm bulk power supply lower than Appli-
cant's charges for supply of identical service.

143, Applicant has interconnected with the City of Lansing
on a mutual energy support basis which restricts the city's
ability to install larger units more than would interconnec-

tioen based on the Gainesville formula,

144. For exemple, Lansing, while installing units of 160
megavatts in size, will be required to maintain reserves
averaging in excess of 497 over the pericd 1972-82, and ranging
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as high as 81% for one six month period. (At the same time,
Applicant is able to install 800 megawatt or larger units
and schedule reserves of approximately 18%, based on its own
integration and its coordination with other systems.)

145, The City of Lansing nunicipal electric system has in
recent years attempted to obtain an interconnection with

Applicant on Gainesville formula terms.

146, 1f Lansing obtained an interconnection with Applicant

on Gainesville formula terms, it could sell substantial

amounts of surplus power to other bulk power supply systems,
including the M-C Pool,

147. Applicant has used its interconnection with the City
of Coldwater principally to encourage the city to purchase
powver at wholesale from Applicant in lieu of continued expan-
sion of the city's own central station.

148. Applicant's representatives have over a period of years
urged city officials in Coldwater that it would be in the
city's interest to purchase all its power supply at wholesale
from Applicant rather than to expand its generating plant,
149. Applicant has never offered Colcdwater interconnecticn
for the exchange of coordinating pcwer and energy.

150 . Applicant uses the Halperin and Adler method to
measure risk of forced outage on its system., Ste Items
65-68.

151 . The Michigan Pool also uses the Halperin and Adler

method.
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152. Application of the Halperin and Adler methecd to an
interconnection by the Michigan Pool with any cther sy-.em
operating wholly in MMichigan's lower peninsula would probably
not indicate degradation of the reliability of the Michigan
Pool where such system agreed to maintain a reserve percentage
equal to that of the Michigan Pool, since those systems or
any combination of them are small compared to the lMichigan
rool, In the unlikely event that the Halperin and Adler
statistical test would show a degraded reliability and the
rneed to add generating czpacity to maintain the Pool's
reliability standard, there would be no burden on the Pool

if the other system supplied the entire additional ezmount.
153, Where the size of th2 other cystem is very small in
comparison with the Michigan Pool, intercennection would not
increase the reserve requirement of the Michigan Pool signifi-
cantly even if the other system brought nc reserves to the
Pool.

154. In such a case, where the other system maintains the
sane percentage of reserves as the Michigan Pool, the Michizan
Pool could deduct fream its ovm reserve responsibility the
amount of reserves brought to the Pool by the interconnecting
smaller system,

155. Applicant has made no studies applying the HKalperin and
Adler test to the meshing of the probabilities of unit failure
on its system or that of the Michigen Pool with the probabili-
ties of failure of units ¢f smaller electric utility systems

in Michigen.



156. Under its contract with Detroit Edison, Applicant
engages in comprchensive coordinated development of generation
facilities, although there is some provision for individual
development of generation in exceptional circumstances.

157. Except for an arrangement in vhich it has secld a portion
of the capacity of its Ludington Pump Storage Plant to Common=
wealth Edison, Applicant has not engaged in subst-.ntial
coordinated development with electric utilities other than
Detroit Edison, although some of its contracts with major
systens operating wholly or partly outside Michigan (e.g.,
Indiana & Michigan Electric Co.) provide for the possibility
of such coordinated development.

158. Applicant has not engaged in any coordinated developaent
with smaller systems wholly in Michigen nor do its contracts
with such systecms contemplete future cocrdinated development.
159. Under programs of coordinated development, sales of
capacity and energy ere made at the seller's long run marginal
cost of capacity and energy, i.e., the cost of its current
plant installations and the energy generated at those plants.
160. Applicant has entered into contracts for the sale of
full or partial bulk power supply requirements to smaller
systems in Michigan as customers, at rates claimed to be

based on its average system cost.

161. The economic effect of a sale of full or partial bulk
power requirements at average system cost is significantly
different than that of such a sale at long run marginal cost

where the retail market is rapidly growning.
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162, Access to arrangements for coordinated development would
permit an otherwise isolated system to compete more effectively
for growth loads.

163. Two general types of coordinated development would be
available to the }M-C Pool and other small systems in Michigan
if Applicant were compelled to cocordinate its development

with those systems.

164. One of these would involve coordination of beth genera-
tion and transmission with Applicant and/or the Michigan

Pool, with the M-C Pool financing portions of units installed
by the Applicant or purchasing portiocns of the output of

such units or purchasing surplus system power.

165, &n 2lternative form of coordinated development open to
the M=C Pool is coordination of generation with other small
electric utilities end industries in Michigan using the
transmission of Applicant, to the extent technically feasible
and after payment of a fair portion of the costs of such
transmission.

166 . ‘Where small bulk power supply systems are relatively

far apart, they may find that the costs of building connecting
transwission make a coordinated generaticn and transmission
program infeasible or only marginally feasible. Feasibility
is improved if they can find intervening systems to join in
the coordination, since the intervening systems would share

in the costs of the transmission (as well as add to the loac).

Where there are no longer any intervening independent systems
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(because they have been acquired by a dominant area system),
and the intervening load centers are served by the dominant
area or regional system, coordination between the remaining
small systems is relatively infezsible except under a program
of joint transmisesion arrangements (or vwheeling)with the
dominant system.

167. Prior to 1972 or 1973, Applicant's interconnection
contracts with smaller systems in Michigan contained provisions
restricting their interconnecticn with third parties. The
effect of these provisions was to limit interconnection among
smaller systems where such was otherwise feasible,

168, As of 1970, Applicant owned and contzolled 7,720 pole
miles of transmission (44 kilcvelts aid above) ceonsisting
principally of 138 kv and 46 kv, with approxirately 200 miles
of 345 kv.

169, Applicant owns and operates all high-voliage (44 kv

up to but not including 345 kv) and extra-high-voltage (345 kv
and higher) transmission in Michigan's lower peninsula except
for the following: (a) approximately 900 miles of 69 kv
transmission and approximately 250 miles of 44 kv transmicsions
intercommecting the central stations of the M-C Pool;

(b) transmission owned and operated by the Detroit Edison
Company in the eastern portion of the lower peninsula; (c)
transmission owned and operated by Indiana & Michigan Electric
Co. and Michigen Pgwer Co. (subsidizries of the American

Electric Pocwer Systenm) in the southwestern corner of the
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peninsula; (d) a short segment of transmission owned by Lansing
connecting it to Applicant's transmission system; and (e) a
small amount of transmission owned by the Alpena Power

Company and a small amount owned by Thumb Electric Cooperative.
170, Under the Michigan Pool agreement, Applicant has the
right to use Cetroit Edison's transmission system in trans-
actions with Ontario Hydro; and Detroit Edison has the use

of Applicant's transmission system in transactions with

systems to the south.

171. 1In coordinating with Commonwealth Edison and Northern
Indiana Public Service Company, the Michigan Pool companies
have made arrangements to use the transmission «r Indiana &
Michigan Electric Company.

172, The 1970 peak load of the M-C Pool syster was arproxie-

(51

mately 200 megawatts; of Lansing approximately 300 megawatts;
and of Holland arproximately 50 mogzawatts.

172, The 1970 peak load for Applicant's system was approxi-
mately 3500 megawatts.

174, The 1970 peak load of the Detroit Edison Company system
was approximately 5500 mepgawatts.

175. The 1970 total peak load of the Michigan Peol (Applicant
and Detroit Ediscn) was approximately 9000 megawatts.

176. The 1970 peak load of the Datroit Public Lighting

Commission, which serves lighting and other municipal loads

in Detroit, was approximately 110 megewatts.,
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177. No other el- -<ric utility in Michigan's lower peninsula
had a 1970 peak ivad exceeding 50 megawatts, exc:pt for
subsidiaries c€ the American Electric Power System.

178. 1In negutiating for reserve sharing and ccordinated
development with the Michigan Pool, the bargaining status

of the !1-C Pool is that of a 200-megawvatt system bargaining
with a 9000-megawatt system-=-and, for reserve sharing purpcses,
the 2000-megawatt system is a coordinated part of an even
larger system extending over the Province of Ontario, Canada,
and parts of Indiana, Illinocis, ard Chic.

179. Until recently, the Michigan Public Service Commission
hac not assumed jurisdiction over electric cooprerativee in
FMichigan, notwithstanding statutory authority to do so.

ain

ot

180. It assumed jurisdiction upon the request of cer
electric cooperatives, follewing their cemplaints of alleged
unfair retail competition by Applicant.

181, Approximately 10 years agzo, the electric ccoperatives
requested state legislation to allocate retail territory.

182, At that time the Applicant opposed such territoriz
allocation end favoraed instead unrestricted retail competition,
183, Following its assumpticn of jurisdiction, the Mickigan
Public Service Commission initiated some regulation of
competition between rural distribution cooperatives and
privately owned electric utilities in lMichigan.

184, The Michigan Commission has adopted a territorial

allocation rule with respect to eclectric lcads served by
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single-phase distribution lines; these are ordinarily small
residential or small commercial lcads. The Commission's
single phase rule is attached hereto as Aprendix G.

185. The Michigan Commission is now considering a three-
phase territorial zllc-atlon rule, dealing with loads for
service with three-phase distributicn lines; these are normally
larger loads. A rule has been proposed as shown in Appendix H.
186, Applicant has urged, through the Michigan Electric *
Association, that loads of 75 kilowatts or wore remain open

to free and unrestricted competition between privately owned
electric utilities and cooperatives,

187, Applicant actually would prefer to keep loads of 25
kilowatts or more open to free and unrestricted competition
between privately owned electric utilitics and cooperatives.
188. Applicant favors competition with the coonerctives

for large loads.

189. The Michigan Public Service Commission has no jurisdice
tion over municipal electric utilities and does not regulate
competition between municipal electric utilities and privately
owned electric utilities,

190. A provision of Article VIII of Michigen's 1903 consti-
tution prohibited any municipality from selling outside its
boundaries electric power in excess of 25% of the amount
marketed inside its boundaries.

191, In a 1963 constitutional revision, the Michigan Legis-
lature Qas authorized %o change this limitation. See Article

VII of the present constituticn.
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192, By the terms of a 1972 lichigan statute, the foregoing
constituticnal limitation does not apply to the interchange
of coordinating power and energy among municipalities.

193, Rural electric cooperatives may not, by the terms of
the Rural Electrification Act, compete to serve within cities
at retail (with minor exceptions). 7 U.S.C. §904,

194, There is no limitation on the type of entity with which
rural electric cooperatives may interchange coordinating
power and energy.

195. There is free and open ccmpetition at retail within
cities between municipal electric utilities and privately
owned utilities that received rights to serve in those

cities under Act 204, Public Acts of llichigan 1205 (Foote Act).
196. Applicant favors retzil competition with municipal
electric utilities within city limits,

197. There are no laws limiting competition in vholesale
bulk power supply in Michigan.

198. In general, the econcaics of serving any given load
either with full requirements power or coordinating power and
energy depend on thr size of the loed, its rate of growth,
and its distance from existing facilities.

199. It is Applicant's policy not to compete for large loads
with the Alpena Pcuer Company (a private electric utility to
which Applicant furnishes bulk powver at wholesale), even

vhere it is econcmically feesible to do so.
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200. It is Applicant's policy to seek to serve large loads
within the municipal boundaries of Coldwater, Michigan, and
other cities when and t¢ the extent permitted by law, even
where it has no Foote Act rights to serve within those cities.
201. Coldwater and other cities have granted Applicant
permission to serve large loads within their municipal bounda-
ries in cases where their municipal utilities have found it
econcmically infeasible to supply those loads.

202. 1lichigan law permits municipalities to acquire the
property of franchised public utility systems within nunici-
pal boundaries by condemnation after expiration of an outstand-
ing franchise.
203. The llichigan Public Service Commission may not restrict
municipal entry into the electric business,

204, It would be economically infeasible for a municipality
to enter into the e¢lectric nower distribution business if a
competitively priced bulk power supply werg not available.
205. There have been no municipal entrants into the electric
utility business in Michigan's lower peninsula since 1925,
except for the City of Zeeland.

206, Sinv: 1925, several electric utilities have abandoned
all (or nea. y all) of their generating function and became
wholly (or almost wholly) distribution systems; but only
one electric utility has added bulk power supply functions

tc what was previously solely a distribution system.
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207. 1In general, the decision to abandon the generating
function or to sell an entire electric utility has been made
at the time the utility's load had reached the limits of its
existing bulk power capacity, and it required additional bulk
power Suppiy.

208. Applicant concecded in 1970 that 't was a 'public

utility" subject to the jurisdiction of the Federal Power
Cormission.

209. Applicant hos never conceded that its wholesale contracts
are subject to Federal Power Commission regulation, althougn

it has filed such contracts with the FPC.

210, It is Applicant's position that it may nct be required
under any provision of state or faderal law or regulation to
sell vholesale power to a retail distribution system or to
contract for such sale with any entity proposing to own or
cperate a retail distribution system.

211. It is Applicant's position taat it is not required under

any provision of state or federal law or regulation to share

reserves under the Geinesville formula with smaller systems

operating wholly within Michigen,

212, It is Applicant's position that it may not be required
under any requircment of federzl or state law or regulation
to coor inate developrment with smaller systems operating
wholly within lMichizan,

213, 'here a number of centrzl stations 2re joined by high

nes plannzd end orperated as one

Fie

voltage transmission 1
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system under common ownership, they are said to be "fully
integrated,"

214, Where two cor more fully integrated systems are joined

by *vansmission lines, share reserves and engage in other types
of oordination short uf coordinated development, they are
said to engage in "limited coordinzction."

215. Where they also engage in coordinated development, they
are said to engage in "extensive coordination."

216. Representatives of the Michigan Pool ccmpanies (Appli-
cant and Detroit Fdison) have claimzd that the cocordination
engaged in by the members of the Pool is the most extensive
coordinaticn by any two or more compenies in the United
States, short of the ccordination of cempornics controlled

by a common holding ccmpeny.

217. The Midland units are to be cennected with the remainder
of Applicant's system by highe-voltaze transmission lines and
integrated into that systen.

218. The financial feasibility of the units is predicoted
upon such integrecticn,

218, The power marketed by Applicant as firm power comes
from its integrated csystem, and the marketing arrangements

do not identify the power as coming from any individual
generating unit or units,

220, Severel units installed by Applicent and Detroit Edison

are defined in the }Michigan Pool egreement as "pool units"

-

0‘0

and are a2 coord

"l

at2d development of the Michigan Pool.



221, Only systems which are very large and fully integrated
in themselves or which have full access to ccorcdination can
use large base load fossil fuel or nuclear units to market
competitively priced bulk power supply.

222, At the present time, except where a small electric
utility in the area of llichigan's lower peninsula generally
coextensive with Applicent's transnission system is reason-
ably close to another small electric utility or group of
electric utilities willing to coordinate with it, its only
economical alternative to the purchase of power in bulk frem
Applicent is to construct its cwn isolated bulk power supply
utilizing small generating units,

223, At the present time, Applicant is the cnly source of
wholesale power from an integrated system aveiiable to actuel
or potential rurchasers in the area of Michigan's lewer penine
sula generally cce.tensive with Applicant's transmission
system, except as notcd below.

224, Wvholesale purchasers close to the transmission systenm
of the M=C Pool may purchase bulk power supply from its inte-
grated system vhich has capacity of epproximately 200 mega-
watts,

225. VWholesale purchasers near the City of Lansing may purchase
bulk power supply from that city's 300 megmwatt systen.

226, Vholesale purchascrs near the periphery of Aprlicent's
system on the south and east may fird it economiczlly f2zsible

to purchase pover from large coordinsted systems close by,
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such as Indiana & Michigan Electric Co., Michigan Power Co.,
and Ohio Power Co. (affiliates in the American Electric

Power System); Northern Indiana Public Service Co., Toledo
Edison Co., and Detroit Edison Co. As the size of the whole-
sale load increases, purchase from peripheral sysiems becomes
economically feasible at greater distances within Applicant's
area,

227, While purchase from peripheral fully coordinated systems
may be feasible, some of those systems, such as Northern
Indiana Public Service Co. and Tolecdo Edison Co. have a policy
not to build tranemission to provide service in Applicant's
areca and would even refuse to provide service cshould the
potential wholesale customers be willing to construct transe
mission to their systems.

228, Were swall bulk power suppliers or groups ~f bulk

power suppliers in lichigan to have access to coordination

on the same terms &s those enioyed by Applicant in its deal-
ings with Detroit Edison, they could provide a greater degree
of competition at wholesale and at retail than they are able
to at present,

229, Therz are three relevant product markets end a geographic
area associated vith each., These are: (1) the retail distri-
bution market where the buyers are consumers of electric power
and the sellers are distribution utilities or distribution
divisions of vertically integrated electric utilities. This

-

market is predominantly a market for firm power although
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some industrisl customers can use, and prefer to purchase,
interruptible power (at a lower rate because no firm demand

is imposed on the seller); (2) the wholesale or bulk supply
market where the purchasers or users are the sellers in the
retzil market. This is also predominantly a market for bulk
supply of firm power; (3) the area or regional power exchange.
This is a market for coordinating power and energy. Both

the buyers and sellers in this market are sellers or suppliers
in the seccad market.

230. The geographic market for each of the foregoing is
defined by the size of the load and the distance from existing
facilities: (1) For the retail distribution market, it
includes the suppliers' existing custcomers and all customers
located in territories capable of being served from existing
facilities, or from added facilities where their cost bears
some reascnable relationship to the anticipated additional
revenues (for example, where the cost of facilities is equal
to three times additional ennual revenues); (2) The bulk
supply market is also defined by the size of the load end

the distance from existing bulk supply facilities., It includes
all existing customers or bulk load centers and customers or
load centers located a reasonable distance from existing
facilities; (3) The market for ccordinating power and energy
is defined by the size of the load, the distance from existing
facilities and the nature of the trznsaction. When intervening

bulk power suppliers are willing to mzke joint transmission
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arrangements (or wheel power), the distances for economically
feasible coordinating arrangements are increased.

231. The relevant rotail distribution market in this proceed-
ing ircludes all retail loads supplied by Applicant's dis-
tribution properties and the retail loads of the other electric
utilities listed in Applicant's responses to the Attorney
General's questions 9 and 10, with the following exceptions:
(1) loads served by subsidiaries of the American Electric
Power Systcm; (2) loads served by the Detroit Edison Cempany;
(3) loads served by independent systems that are too distant
economically to be served by Applicant, including Sebewing,
Croswell, Detroit Lighting Ceommission, Wyandotte, Dowagiac,
and Niles,

232. The relevant wholesale or bulk supply market includes
all vholesale lcads cupplied by Applicant to its own distri-
bution properties and the wholesale loads of other electric
utilities in Applicant's responses to the Attorney General's
questions 9 and 10, with the following exceptions: (1) loads
served by subsidiaries of the Americen Electric Power System;
(2) loads served by the Detroit Edison Company; (3) loads
served by other independent systems that are tco distant
economically to be served by Applicant, including Sebewing,
Croswell, Detroit Lighting Commission, VWyandotte, Dowagiscc,

and Niles.
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233, In 1970 the relevant retail distribution market was
approximately 4100 megawatts, of which approximately 3400
megawatts was supplied by Applicant.

234, 1In 1970 the relevant wholesale or bulk supply market
was 4100 megawatts, of which approximately 3550 megawatts was
supplied by Applicant.

235, 1In 1970 Applicant supplied approximately 807% of the
retail market for electric central station service relevant
to this preceeding and supplied aporoximately 05% of the

wholesale market relevant to this proceeding.

"WALLACE B, LRaLD
WILLIAM T. CLABAULT
DAVID A, LECKIE

Attorneys, Department of Justice
Antitrust Division

February 12, 1973
Washington, D. C.
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CITIZENS LIGHT & POWER COMPANY

1902-1938

a0

L‘l‘c:umsc.. Elecuels 15850132

The Toledo Edison iMich.) 1927-1435
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Electric Light & Power W0 (8EE-1002

$ NOTE: W Indicates incompleie
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9. THORNAPFLE G A5 & ELECTRIZ

IAPPLE GAS i: FLECTRIC COM ANY
Leased to Conzumcis in 1822

jemlock Elsec (‘tunicipal) 1824

.

Elsie Electric (Municipal) 1911-1823

gieckenridze Electric (Munieipal) 1523
Vierrill Elecstric (Municipal) vv 1915-1923
Ithaca Elsctric (Municipa}) i80.-1823

:

#. H. Doherty Zstite W 1906-1311

- —

Hatris Electric 1800-1811

l

AMt., Pleasant Elec wn 1880-1800

O
>
-
0
0
v
b
1=
O
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e
-
-
-
i
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.
.
¢
=1
’
'
1=
bt
.
=
w
e
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Hastic?s Gas v 1533-1920

Thorazpple Elec 1%01-13508

Hastings Elee Lt & Pwr 12831-193¢

y NOTE: W ludicates incompiels
record.



MICHIGAN LIGHT COMPANY

Incorporated in Michigan 1914

Into Consumers Power Company 1922

Saginaw City Gas 1901-1914

The Bay City Gas 1399-1914

2

0.

Poattac Ligiht 1802-1¢14

21. Flint Gas 123uU4-191.
99, Jackson Gas 1897-1914
o

Kalamazoo Cas 1899-18117

Maniztee Power & Light (Gas Prop.) 1312+131

o

L
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9 GRAND RAPIDS MUSKEGON

GRAND RAPID3S MUSKZGON

1904-1915

™ NN, %
SIS K,

POW LR

COMPANY

Water Pwy Elec Co.

From 1904-1926 Called G. R.
o Grand Rapids Edison 15302-1¢13
— Lowell Water & Light 1882+ 1502
Lowell Warter 12:7-1882
L.»cwuii Eiec Lt VN -J€aE~1322
- Peainsula Lt Pwe & Heat 18533~-1%0C
- West hMich, Eleciric 189231822
G. R. Elec Lt & Pwr 1E830-ic
R
Mich. Jron Works EL&P 1823<1884
Lﬂ Edison Light of G. R. 1886-31902
Fremont System VW 1005-1%13 J
Ottawa Beachh Water & Elec 0 1905-191-‘.?
i Macatawa Patk System 0 1205-1314

Muskegon River Water Pwr WO 1:':'-3-1JQGJ

NOTE: W Indicates incom

'
L



so. COMMONWEALTH 1.0V

COMMONWEALTH POWER COMPANY

1904-1215

= Gtand Ledre Elec Power 1804-1007
s W. A Foote 2930-121%2
Leslie Elec Lt & Pwr 1£521-1919
Jackson Light & Power 1323-1911
R
ackson Eicc Lt Works 1a288-18wd
jarvig & Fooie 1888-1388 '
e Edison Elec Lt 1EES- 1233
e
lj.ic'.-so.". Clee Lt & Pwr W 12384-18:5
1 Allegan Light & Pawer w1 1903-13511

Battle Cieek Elcctzic 1:253-10035

{ Battlie Creek Elec Lt &

Pwit lil:".-lr:".‘

Kalamazoo Elec (Ka)l Vzalley Elec From

.

“w
w

[

ey

i

o

«w)
<

Albion Elec Light 1833-1%995

Ceresco Mill & Hydraulic 1895-3903

o

Plainwell Power 1902-190

Otsepe Power 1593-1%05

2ine Crevyk Puwer 1o Sclavd

NOTE:; vy [Indicotas ince

.

i

£t

“

-
o~



SAGINAW POWER COMPANY

- 1609-1915

Bagtiett Itluminating 18306-1910

o

", SAGINAWY



L

-

\1

BAY CITY POWER C PANY

. 1909-1915

Bay City Traction & Electric (Elec Prop.) 1603-1910
Traction & Powe? 1902-13503
L Bay City Gas (Elec Prop.) Since 1800-1503

l

Bay County Electric 1821-1500
Home Eleciriec 1837-1331

. ‘

Say County Electric Lt 1££9-1831

I

Swift Electric Light (Day City Prop,) 1281-18:¢
United Traction WV 1302-1804

Bay City United Electric 1202

)
NOTE: W Indicates incom-
plete record.
i




13. CONSUMERS FOWER (M

CONSUMERS PO

YER COMPANY (MICHIGAN)

1969-1915

Chatlotte General Electric 1822-1911

.

]
‘s

Charlotre

- .. h ] 3 Y & °
CliliC 233392V

Shiawassce Li

ght & Power 19¢0-1%11

Owosso & Ceor

unna Electiicetlsss-1911%

Owosso & Ccr

uapa Elec St. Ry v 1885-16938

)

Caledonia Slec Lt & Pwr leid-13388
Travis ftos. lavl-lese

NOTE:
plete recezd,

v Indicates iacoin-

*
.

.
.

L)



#g. FLINT ELECTR.C

FLINT ELECTRIC COMPANY

.

1908-1215

b=l C110 Zlectric w 1207-1

e

Flint Light & Power 1903-1308

|

L]

Peoples El




#p. PONTIAC .07

PONTIAC POWER COMPANY

1909-1215

Pontiac Standard Lightinyg

Pontiac Light (Elec Prop.) 1822-1w10

Pontiae Gas & Eleciric 1539+1¢6u2 ]

Medbury Elec Lt 1:28-139¥

The Fontiac Gas Lt 18€0-12238
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1y. CADILLAC WATER & LiTHT

CADILLAC WATER & LIGHT COMPANY

1905-1915




. SAGINAWY CITY G.iv

SAGINAW CITY GAS COMPANRY

‘1901-191+

The Sazinaw Gas 1833-130

l

Saginaw Gas Lizht 1668-13038

East Saginaw Gas 1389-180!

|

East Saginaw Gas Light 1e¢3-1:80¢




19. THE BAY CiTY C.47

THE BAY CITY GAS COMPANY

Bay City Gas Ligat 12€2+183

NOTE: See 12 Bay City Power
for elcetsic propurty invelve-
ment of tie Pay City Gas Ce.



PONTI

Elec Prop.

C LIGHT CO

1"

Went to Pontiac

(Y 1902-1914

Dower « 1910

—

~
=]
=
-~
-
o
o
)
-
-
s
m
i
"~
O

t

9+« 5909
vTav Ve
i349

s 1 R*R-1RGE
! 12384 %e

The Pontiac Cas Lig
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a1. FLINT GAS

FLINT GAS COMPANY

1904-1914

City of Flint Gas 1270-1804




JACKSON GAS COMPAXNY

1897-1914

=

Jackson Natl Gas & Fuel 1887-1897

Jackson Gas Light-1357-28589 J

2. JACKISON G.45



L

KALAMAZOO GAS COMPANT

-1896-1917

Kalamazoo Gas Light 1856-15339

4. KALANMAZCO G423



2¢. MANISTEE FOWER & LIGIHD
(Gll ?r.,‘:’!l.'f)

MANISTEZ

POWER & LICGHT CCMPANY
(Gas Properties)

1912-1915

f. M. Edwards (7-1-12) G. H. Bourtne (10-17-12)

|

Northwuesteen M

ich Lt & Pwr{dfaan. Lt Tresct) 1906-1812

Manistee Gas

L Electrie 1oGC2+333%

|

The Man. Fuel & Gas 156812302

Louis Sands

1889-13836

L

The Man

Gas Lt & Coke 18283-13353
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COVERED QXN PRECIDING CIALTS

MISCELLANZOUS ADDITIONS NOT COVERED ON PRECIEDING CHARTS

ORIGIN
1909
1212
1905
19017
1902
1914
1831
1903
1908
1911
1608
19006

1300

1018

1892 |

189%¢
1892

1890

1883

1919
1912
1918
1909

1301

DESCRIPTION

Cenital Powee (Qscoda)
Battic Creel Heating & Lighung
Fenten Power % Light
Bristol Electric Light
Zecland (Muntcipal)
Saginaw Heating

East Tawas (Municipal)}
Tawas (Municipal)

Masen (Municipal)
Manistee County Electric
Western Michigan Power

Holly Electrie (Independent Power 1312-1318, Holly
Lighting prior te 1211)

United Eloctilc (Mendon (Municipal) $390-1912, Burr Cak
Electric 21927+1312)

Linden System (E. P, jaimnison 1318-2322, W, Wolverton
3$121€-1218, Indepenient Power 1215-1916)

Citizens Electric
Dutatid Electric Dissgidution (Muriciyal)
St. Johns Electric Distribution {Municipal)

Brouson Distridution (Municipal) (W. H. Friedrich prior
te 1910)

ght & Power 1833-1903

-

Big Rapids Electric (W. E. Donley
and Hudnutt Electric prior to 183

Li
)
Atlas Distribution System

Goodrich Distribution System (Municipal)
Climax Electric (Municipal)

Stockbridge Light & Power
Tower Electric

Cati syl

tanchaster (Municipal)

YEAR INTO
CONSUMERS

1912
1815
1915
1913
1915
1915
1916
191¢
1917
1617

1917

1617

1923

1923

1923

1923

1924

1923

oo



2 YEAR INTO

ORIGIN DESCRIPTION CONSUMERS
1905 w Athens (.\fun'xcxpal)‘ 1925
1919 » East Side Water Power 1825
1834 W Ovid (Municipal) 1925
1888 lonia Electric - after 1804, lonia Water Power Electric 1925
1904 New Grand Ledge Gas (Grand Ledge Gas prior to 1920) 1925
18786 fonia Gas (The loaia Gzas Light & Cole 12852-1924, Site

owned previously by L. F. Malls 1872-1882 and the

lonia Gas Light prior) 1625
1892 Rogue River Electric Light & Fower (A. Delbert Towers

ptiot to 1302) 1526
1891 Reed City (Municipal) and Predecessors i82¢
1919 Wyoming Light & Power 1926
1912 Frankenmuth Light & Powet 182¢
1822 Dimondale (Municinal) ' 1925
1516 Farwell (Municipal) 192¢
1885 New Chatlotte Gas (William E. latvey 1008, W. Engle &

J. H, Findley 31502-332¢, Chacriotte Gas prior to 1802) 19217
1802 St. Charles (MMunicipal) - (Robert Cage Coal prior to 1311) 18217
1906 Grass Lake (Municipal) 192.7
1895 Flushing Distribution 1921
1905 The Hart Milling & Power (Flushing) 1927
1922 w Evart Distribution ’ 1923
1926 Tittabawassee Slectric (Farm Lines) ' 1929
1926 vV Tipton (Farm Lines) 1929
192¢ Morenci Distributica System 1929
1897 Centreville Water & Electric (Water s0ld 1234) 1930
19C¢3 Callier Light & Power 2ané Predecessors 1939
1905 Addison Electzic Distridution 1930
VISR - A Ragaagan Dlectril Fivas Ak b
1322 Spring Arbor Distritation 1231

1328 Lyens I Men.ciday i




YEAR INTO

ORIGIN DESCRIPTIGN ! CONSUMERS
1926 Mesick Distribution 1931
1906 W Muskegon Traction & Lighting Eicctric System (Name

chanbed to Muskegon Gas 1930) 1931
1909 American Electric Sctvice (Freeport Elecrric 1919-1928,

Freepott Milling 1802-13123) 1932
1920 Callum Hydeo Plant 1932
1915 w Jelding (Muaicipal) lSclcm_., Textile Mill in 1532 and

Belding bros. 1518-13320) 1233
1828 Geeenbush Townthip Light & Powe, 1635
1921 Beech Tree Power & Light 1936
1617 w Hillsdale County Electric (Indiana Electric Utility 1924-1926,

Economy Flectricv1317-1524) 193¢0
192¢ w Northern Powet 1936
1921 Munger Power & Light 193¢
190¢ tiersey Diseribution 193¢
ism v Marrison Electric System 1637
1922 Harmony Electric 1941
1321 Bellevee Distribution (Municipal) 194%
1898 Blir field (Municipal) 1950
1928 Frederic Distribution (William Leng, Electric Service) 1951
1818 City of White Cloud (Municipal) ' 1051
1912 Bellaire (Municipal) ' 1982
1940 Stanton Cas (Serving Stanton, Sheridan, Crystal, Cedar

Lake, etc) 1953
1895 Kalamazoo (Municipal) 1956
1892 City of Manton (The municipal system started in 1917.

Also there was Manton Electric \.o in 1917, 3etween
1899 and 1217 there wete various iadividuals named
Wheeler, Biilings, Phelps and Baker) 1958

1940 City of Crayling (Municipal) 13¢1
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IP‘:}JJ‘ APPENDIX E

KOTES O MICHICAN EIECTRIC POUWER PCOLINS AGREEMENT

This Azreement is divided into two main parts, Pert I generally
covers the objectives and the obligations of Consumers Power Cempany and
The Detroit Ediscn Corpany. Part II is ecompocsed of appendices and the
proccdures for irplementing the Agrecment. This division inlo two parts
was made with the cbjective of estadblishing general principles in Pert 1
vith the idea ihat these principles would be rodified only infrequantly,
if at ell. It wves recoznized that the eppandices eand irplacerni-tion pro-
cedures would require frequent changes and Fari II is desiprned with this
in nind.

Part I contains sixteen articles, sorme of which are so-called

"boiler plate,” and general requircneonts for any such Agreemsnt, Pollowing
is & deseription of these articles and cextein itcms will b2 discussed in

gone detail,

Article I covers the genzral oblisaiicns and it is noievorthy, I
—— e — ————

believe, that even though this document was exccuted in Decembder of 1952
the irpor?ggii g:‘*c’ -bj}}ty was properly reco::;zed. The very first
olligaticn is 1irat "each of the partics hereto recognizes & mutual interest
and adventage in raintaining a continusus and uninterrupted supply of ¢leoc-
tric power and energy availsble 'to cusiomers of toth the parties hercte,"”
The next main gercral cbligetion is that new r sources and system opera-
tions will be carried for%a'd on & coa*ajr hg-bas:s. llext is the
obligation to sh?re the caracity from so-ggl}gi 233} units although such

wnits are o 'te ensinasred, consirusted and swred by only ong party. This

. it amnny vend b 3 2 P ipd i Ao sss
it(‘.'.\ covers eanventisvaal units a8 well as ,:'2.".‘22'.".‘.-1".: SNILE DSVIRE l‘;.".‘....«.'!l
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In the appondices seiting up the sharing of pool unit eapa-

city, three levels ol reserve are esteblished, The larger recerve is

called forceasted pocl recerve and is the result of the relation between

pool load and capacity insludinz the pool unit., The next lower level of
reserve is planned g Fool recerve and this is the reserve lcvel that would
be attained if the precize sized new unit were availeble and econonmically
desired. The lowest reserve level is ﬁin My ool reserve end this is the
level below which it is believed serious jeopardy to lozd carrying capa-
bility might exist. ‘Yne prircipal czpacity egualization charges arec mace

to adjust the relutionship betwera cach party's actual reserve and the

three levels of reserve just cnumerated,

In making the charges for capacity equalization, three lcvels ol
B e 0 i - v i c—
charge rates are rrovided, The first is the base rate, the second is one
B s s Sahher e s
and one-half times the base rate ani the third is tuo tvines the base rate.

(59 %
renaniiin e = S e e '.‘-—‘.-—.; O —— e

The base rate is uzed vhen one pariv's resorve drcps telow the forecasted

O @ i —

reserve but the pool reserve rerzins sbove the ninimuw:s reserve, The base

- _—--—nd . — ¢ —— v ———
rate is agre2d to between the parties end fundamentelly is egqual to the
Loo Lo -
average cost per kilovatt of generction and associated transnission on the
two systens.
Briefly, the one and ans.=a3lf timas base rate is applied whern cne
Wkt o ——— n"““ -

party's roserve drops below the minimus pool reserve percentage, but this

BB a————— -

has not caused the pool reserve to drop below the minimaz. Thc WO t;nc:

bese rate ic applied when one or toth partics' reserves éxron Yo the rolinis

that reduce the pool reserve belew the minimum, At times these charge rates,

o ———— T . ———— ————— — — 4 o 2

exceedinz the base rate, have been Zescribed as peneltics, bul they can

.._...._,._..,__...——

be vieved ¢s coﬁ"cw::to*v payments fully Justificd fer the party vho recsives
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revenue for incrcased lcad or as a resdy-nzde backup for inadvertient
loss of capacity, I have handed you examples of the kinds of situations
that may exis’ in the ares of principal cepacity adjustments and we can

:"‘,4 ’ 'l'.\“y

/
discuss these briefly., In the matter of the ez ity of charrinz up to two

£V N e el *-mu..--.“ s it s i+ S & s B 4 <4 el
times the basge rate, we ripht consider tne situation of 4wo egually-sized
PR e i
systems, one of which has - say, & 2% load growth in excess of estimates,
This party has, presxizdbly, then enjoyed a 2% increase in revenue and, of
course, has reguired the exirz 2% of capecity to surply that lozd, Now
since the two systems ave the same size, the 2
party will reduce the rescrve of the r291 by only 13 Since the heavy 1oad
growth party's reserve was reduced zpproximately 20 end since the pool
reserve has gone dovn 1%, that perty is cbligated to purchase 1% capacity
to cqualize reserve, low, if he paid only the base rate, he would have
received load carrying capability for
payrent for 1%. Tnis situstion is dzenmed to b2 quite eguitzstle in allovwin
the heevy load growih periy to secelve incremertal capacity at a low rave;
however, in case reduced reserve persentige of one party tends to jeopardicze
the adeguacy of reserve in the pool, it was considered prozer thatl a rate
of charge vp to two times the base rale vould serve to ensourage to maintain
pcequate reserve and at the same time 114 only require 4the cdeficient pariy

to pay for required adlitloral cepacity &t a rate cquivalent to the averag

cost for capacity in the po2l.

Another tyype of charge is e secondary capacity adiustment vhich

B T ————

is dbased upon reserves thai occour fron day to day throughout each season,
- .- ML ol T s

Actually the adjustrant is rade in relat icn %o equalized reserve responsi-

. . .
bilities but the charre rate is one-half the tare wiiz, Thic charge rate
.._-_,...--..-.-—--—' - — . ——
g -
o ) - a - 2 - .. e & < N -~ . S
vas sdopted as a »2flesilon of the eaycnelly avnilability franm day L9 cay

for maintenance and ¢jiration room. In ceompuling ine :;::ti:ry capncisy
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,/' adjustmen ts,crcdits and debits respectively are made to the parties for

P o M ——

0ld a3 principal capurcity adjustronts,

£ any kil ratts alrecady ﬁ"{ghnscd and

i o
—— - -

Provision is made for a party that anticipates deficiency of rescrve to |
B

" purchace fim cap scity fTuﬂ the authorized capebility of the other party

in advance gvoid principal capacily charges in the high rate levels.,
—————— v ————

A provision is made that as the Ovc:azlaé C‘““l tce foresces reserves Ga-

s s o

clining below n¢n*~ur ool requirerments, that this Commitiee will notify the

A+ &
N v e TR o e i —

Administrative Cemaittee and the partj c~us-n, such echm shall be ou i-
.-~ -

o ———— -y —.

gated to remedy the deficierncy in any rrac‘ic 2ble way even though extre-

i r———— 4 sl
ordirary high costs are involved,
amsei—— i b 2 o e e

Article III provides for sharing the erergy from pool units in
> b - Bt T s " A r——

Nt

proporiion to the respective cepecity allocetions and it also provi for

g T msnn smarn

sharing any econory energy availedle on the tuo systems.

Sa— St g ————

Article IV provides for r“"cn,si:; erpacity and/or energy from

2 1 o - yg- 4 A - P | - e ey &Y v o2 4% 5% 2 ad "
third parcies. Any Such srrangoments whlch oya nads with {hird paetiss
-~ o - i

- . L -
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operating outside the State of Michigan are to be 1:ads by the egreenent ol
\ - " ————n— - ol - i DR

4 1 T I
the tvo p°* ies and costes and benefiis are to te shared equally
[ —————-
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capacity and/or encr

visec aprced, such arran;enc:zs are to be only between cne party and the non- *
phvi -

PRSP e

ut‘)ity with vhich it is interconrected.

> B e L "

Articlc VI provides for the sharine of costs for fesilities and

™ » o Phpphampmmases

b ~ < : - - S e b & $ s &% .
operations thercofl used to interconnect the 4o parties, Dasicelly the
| — e . . - b -~
— — R . a— -n
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and oneraiing. CQ: ~3 o Luth inler
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principle is that the total ownership

~
oty  Grobam . - @

connections chall be chared eccually regardless of vhich compuny's servic
P e ] Fo—— - <—----

arce ic the site of such fazilities,
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Artiecle VII provides for the ovmership and operation of pool

B W c——y Wit e s e | - -

associnted transmission facilitics other then interconnsctions. It is

R P -
t——

recognized that certain fecilities within one party's service area ray
— P iy i s e

provide a pranc1p~1 gr?d transmissicon fun*»iow useful to both parties and

e B e o 0 e L Rl Sost vy Seenne

this article provides that the ownership cosis and operation costs thc.eof
[ e P o ——— —

shall be shared equa.l

p———— ik R T
Axrticle VITI establish flve comraittees vhich are - Adminis

. - € we s e

Committce, a Ilanning Committec, en Opercting Cermitiec,

and a Publie Information Cormittee. The prinecipal functions of each Cormities
& T -

. pam o - ——— D

are set forth in this zrticle,

e Tt s B B A SRS LN Ll L At e -

The remzining articles, IX through XVI, cover usual provisiors

for such contraecis desling with such matters as billing, modifications,

S o s S, S ——— .-.—--—-—-

diligence, waivers, defzults, ete.
w-
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In edditicn to the grticles, a set of "“ﬂfln**lo' of _cr~ "is

» e i i i s

included. These definitions were thouzht to be heipfal in precluding &
-

. & r— b A

bipuities of reaning in the coniract, In the contractd,
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is underlined in order to call attention to its preseribed

The original contract €lso insluces ﬁﬁ’cn_n,s A, 3, C, F, G,

. @ piot

H, L, M and Z vhich set forth the general principles an rrocelures for
_— St GRS A R L e
activating the contract and committees' Dunctior Since execution of
QW.“'.. BB . vk SRR PPN

Agrcement in December 15 c52, some 28 amendéments end eppendi

A8 W T S s

exccouted, Almost &ll of thes
—am———

O it - B e T

ave been as anticipaied
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of operatling the Agreement. They cover supplements and

.’,.0‘ s s
connection ch:rgc* charing of pool units, purchases and sales ol authoriz
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capability &s well as some modificatl in definitions a&nd in operatling
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. PERCENT RESERVE

A.GOTH PARTIES ACTUAL RESERVES MORE THAN FORFCAST
(NO ADJUSTIENT HECESSARY)
wivivio ACTUAL PARTY 'A" RESERVE
P ACTUAL POOL RESERVE
-©-6-© ACTUAL PARTY 'B' RESERVE

S 19% FORECASTED

i res :*ku-g 05 0 . 'u; eng P 1o A o .
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APPLNDIX

EUPPINENT A
TO AGRTTMSHT FCR ILICTRIC STIWICE ISTWTLE

COUSINLTIT POTR COPATY KD T8 eIy OF
e P
HOLLAND DAITr tavesher 15 s 1507

As specificd 4n Ssetion 7 of the Agrecmeny, (e wethod for deotler-
mi:das end redevermining the megavetlt value of i sual energency cepecity
ic a3 follovs:

1. Jollend's vascove will Lz detormined oand redoinrmined in cecord-
gnze with the formula;

R=C-1L
vhere:
R ™ [bllaad's resserve.
C = Iollundts udsma nat demonstyrated cepabllity.
L= llolleud'e votizaved poas howdy comand for the

eppropiate paricd.

2, ibllord's recerve restonsibilidy vwill Tz deteimined ead redzters
ainel in secordmnce uith thy forrala:

vaere:

=
=)
4

Illondts rejorve yeroonsibtility,

€y 7 Mexdawa r2v o soasirated erscaility of Rolland'o
lesgest uaiz.

Hawsdtnua net Gmsncauted cLpability of lollond's
cecond Loy wndd.

lollond's gstirsisd w224 haurly ¢amand for the
eppropricta poriod. (Sam2 &3 in 1 cboves)

o
v}
i}

‘4
n

3. The mutaal ¢mworsoney esmasity chell to datemined end redeters
in"(‘ by suttineting Holland's roroyve Yeendndd »ility (R a3 ecmpused in

? above) from slloand's resorve (X 63 ¢
ntv'.'.\.. caersency eonseity 1o o ..";ii.i:.c
be »rnded o vhe neareol LiCOIcdaLIT.

o

orpuivse 4 L ebeve)s The value o
d for ihe copropricie period chcll
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APPENDIX G

EXHIBIT “A"
Page 1 of 2
Case No, U=22¢1

RULES GOVERNTII'C THE EYTENSION CFP SINCLE~PHASE ElECe
TRIC SERVICE T!! AREAS SERVED BY 710 OR ' 2RD UTILITIES

For the purpose of these rules

(a) the word "utility" shall include both a private
utility and a rural electric couperative;

(b) the term “distribution facilities" shall include
both single-nhase ané three-phasc service and shall
not include service drops;

(c) *"distances" shall be determined by direct measure-
ment from the closest point of a utility's existing
distribution facilities to the customer’s meter
locatien and shall not be determined Ly the circuit
feet inveolved in any extension;

(@) the word "customer" shall mean the buildings and
facilities served.

Existing customers shall not transfer from one utility to
another,

Prospective customers for single-phase service located within
300 fee: of the distribution facilities of tvo or more
utilities shall have the service of their cheice,

Prospective custoners for single-phase service located at a
distance greater than 30C feet and within 2,640 feet from the
distribution facilities of two or more utilities shall ke
served by the closest utility.

Prospect. ve customers for single-rhase service located more
tharn 2,640 feet from the distribution facilities of any
utility shall have the service of their cheice subject to
the provisions ¢of Rule Mo, €,



6.

9.

10,

EXHIBIT "A"
Page 2 of 2

The extension ol single-phase distribution facilities, except
as provided ir. Rules Yo, 3 and lo. 4, where such extension
will be located within one mile »£ another utility's distri-
bution facilit.es, shall net he macde by a utility without
first giving the Commission and any affected utility 10 days'
notice of its intantion by £iling a map showing the loecation
of the proposed rew distrihucion facilities, the loccation of
the prospecti e customers and the location of the facilities
of any other "c¢ility in the area. If no objections to the
proposecd ercension of single=nhase distribution facilities
are received within the aforesaid 10=cay notice period by

the Commiesion, the utility may procced o construct said
facilities,

The first utilicy serving a customer in accordance with these
rules shall be entitled o corve the entire e ¢ctriec 1zad on
the premises of that custorer even though anc“her utility is
closer to a portion of the customer's lcad,

3
1

A utility may waive its rights to serve a cuscomer or group
of customers provided tha: another utility is willing and
able to provide the required service and the Commission is
notified and has no chjections.

Hothirg in these rules shall prohibit a utility or a customer
from applying to the Commission for relief frem the operation
of these rules or prevenc the Commission frem granting such
relief if it finds such action to be in the public interest,

Hothing contained in these rules shall be construed to circume
vent the requirements of act 6¢, P.A. 192¢, or to authorize a
utility to extend its service into a municipality then hoing
served by another utility without complying with the provisions
of the before-mentioned Act 69,






