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CONSUMERS POWER COMPANY

MIDLAND PLANT, UNIT 1

DOCKET N0. 50-329

CONSTRUCTION PERMIT

Construction Permit No. CPPR-81
Amendment No. 2

Pursuant to a Memorandum and Order by the Atomic Safety and Licensing Board,
dated August 4,1980, the Nuclear Regulatory Commission has issued Amendment
No. 2 to Construction Permit No. CPPR-81 by deleting paragraph 2.D and substi-
tuting the following therefor:

"2.D Consumers Power Company shall comply with the folloviing antitrust
conditions:

1. DEFINITIONS

(1) As used in this paragraph 2.D:

(a) " Licensee" means Consumers Power Company, or any successor or
assignee of this Licensee and includes each present or future subsid-
iary in which Licensee owns more than 50 percent interest and any
successor thereto.

(b) " Bulk power" means the electric power and attendant energy supplied or
made available at transmission or subtransmission voltage for resale.

(c) " Neighboring entity" means a private or public corporation, a ,

'

governmental agency or authority, a municipality, a cooperative, or a
lawful association of any of the foregoing, which is all or partially
in Licensee's service area (as defined below) and which meets each of 4

the following criteria: (1) its facilities, existing or proposed in |
the immediate future following a proposal for arrangements under these 1

conditions, are economically and technically feasible of interconnec-
tion with those of the Licensee; (ii) it owns and operates or pro-
poses to own and operate electric generation, transmission or distribu-
tion facilities or has joint ownership participation or contractual
rights in generation, transmission or distribution facilities operated

;

by others; and (iii) with the exception of generation and transmission
cooperatives, municipalities, governmental agencies or authorities, l
and associations,,it is, or upon commencement of operations, will be a i

i public utility or cooperative and subject to regulation with respect to
|
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rates and service under the laws of the State of Michigan or under
the Federal Power Act; provided, however, that as to associations,
a majority of members of such association is either a public
utility or cooperative as discussed in this clause (iii) or a munici-
pality, governmental agency or authority.

(d) " Neighboring coordinating entity" means a " neighboring entity" which
is currently planning its future bulk power supply so that its " total
generation capacity" (as defined below) will be at least equal to its
projected peak load demand and reserve requirements established pur-
suant to Section (3)(a) hereof. Total generation capacity shall be
calculated as the suns of the system's (i) native installed capacity,
(ii) formally executed bulk power purchases (including purchases
under a wholesale tariff) from or arrangements with Licensee or other
parties for periods of one or more six-month peak load seasons and
(iii) participation in generating units of Licensee or other electric
systems. An electric distribution system that satisfies its entire
peak load demand with firm power purchases trom another electric
system (including an association of which it is a membar) does not
qualify as a neighboring coordinating entity.

(e) " Costs" mean all appropriate costs, including a reasonable return on
investment, which are reasonably allocable to an arrangement between
two or more electric systems under coordination principles or gener-
ally accepted industry practices. In determining costs, no value
shall be included for lots of revenues from a sale of power by one
party to a customer which another party might otherwise serve.

(f) " Net benefits" means that, for each party thereto, the benefits
derived from an arrangement exceed its costs. Receipt of compensation
which covers Licensee's costs, in accordance with the applicable
tariff or rate filed by Licensee with a regulatory authority, or
established by such authority pursuant to a final, non-appealable
order, shall be deemed to provide Licensee with net benefits as to
such arrangement; provided that Licensee shall not decline to enter
into an arrangement during the pendency of administrative or judicial
proceedings involving filings applicable to such arrangement. Compen-
sation under a tariff or rate applicable to a particular arrangement
or a particular party shall not necessarily be deemed to provide net
benefits as applied to different arrangements or different parties.
In calculating net benefits from a particular arrangement, Licensee
shall also take account of value (positive or negative) other than
conpensation under a rate or tariff, including impact on system relia-
bility and risks of forced outage.

(g) " Integrated bulk power system" means the interconnected generation,
transmission and sub-transmission facilities used to serve a system's
principal load centers.
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(h) " Licensee'.s service area" means all counties in Michigan's Lower - *

Peninsula with the following exceptions: (1) the entirety of the
counties of Berrien, Cass, Huron, Lapeer, Macomb, Sanilac, St. Clair,
and Wayne, and (2) the townships in which Licensee is not fran-
chised to provide electric service in the counties of Van Buren,
St. Joseph, Monroe, Washtenaw, Oakland, Tuscola and Livingston.

II. GENERAL PRINCIPLES

(2) (a) The arrangements described in the following sections shall be of the
types, and pursuant to tenns and conditions, which are consistent with
good industry practice. The terms and conditions of any individual
arrangement shall be on a basis that will canpensate Licensee for its
costs incurred thereby. No party shall be obligated to enter into an
arrangement if on balance there does not appear to be any demonstrable
net benefit to such party arising from that arrangement. It is recog-

nized that, in any particular arrangement the net benefits may not be
equal or identical for each party and that the net benefits of an
arrangement for a small system or for a system not theretofore engag-'

ing in such arrangements may be greater than that realized by a larger
electric system or one already engaging in such arrangements. The
relative net benefits to be derived by the parties from a proposed
arrangement shall not therefore affect a decision with respect to
participating in any such arrangement, subject to the other terms and
conditions of this license.

(b) Any neighboring coordinating entity entering into any arrangements
provided for in these license conditions will be expected insofar
as practicable and in accordance with good industry practice - taking
into account laws, rules and other restrictions affecting taxation
and financing - to grant reciprocal rights and benefits to Licensee,
and to undertake reciprocal obligations with respect to Licensee.
Nothing herein shall require a neighboring coordinating entity to
construct generation facilities except where to do so is necessary
to maintain its reserve obligations under Section (3)(a) below.

(c) Interconnection, interchange of power, coordination or other
arrangements under this license shall be required only if such
arrangements would not adversely affect Licensee's system operations
or the reliability of power supply to Licensee's customers or other
electric systems with whom it has prior contractual commitments, and
if such arrangements would not jeopardize Licensee's ability to
finance or construct on reasonable terms facilities needed to meet its
own anticipated system requirements, including the sale of firm bulk
power pursuant to Section (ll)(a) hereof.

2
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(d) The following conditions shall oe implemented in a manner consistent
with the provisions of the Federal Power Act and other applicable
regulatory statutes, regulations and orders. All rates, charges or
practices in connection with any action taken by Licensee pursuant
to this license, which are subject to the jurisdiction of a regula-
tory agency, are subject to the approval of that agency. Nothing
in the foregoing shall be construed to waive any of the Licensee's
rights or protection afforded by law with respect to the retail
distribution of electricity in those areas of Michigan in which it
transacts local business. Licensee shall not be required to enter
into any final arrangement prior to resolution of any substantial
questions as to the lawful authority of another party to engage in the
arrangement.

(e) If Licensee participates in any of the following arrangements with
an association of electric systems, Licensee shall not be obligated
to take account of requests or requirements of members of that associa-
tion which do not qualify as a " neighboring entity", as defined in
section (1)(c) hereof.

(f) Agreements implementing the following sections shall not impose
limitations upon the use or resale of capacity and energy after de-
livery to a neighboring entity, except as may be necessary to protect
the reliability of Licensee's system.

(g) Licensee shall also negotiate in good faith interconnection and other
appropriate agreements with a neighboring entity which has bona fide;

plans to become a neighboring coordinating entity in the innediate'

future so as to permit such entity the opportunity to participate in
arrangements described in the following sections as soon as it becones
a neighboring coordinating entity.

(h) The obligations set forth in the following sections shall be governed
by co.,ditions and limitations set forth in this section.

III. C0ORDINATED OPERATIONS

(3) Obligation to interconnect and share reserves.

(a) Licensee shall interconnect and enter into appropriate coordination
agreements with a neighboring coordinating entity which so requests 1

and operate normally in parallel in accordance with good operating i

practice, provided that a reciprocal plan of reserve sharing is agreed
to by a neighboring coordinating entity as provided herein. Licensee
and such entity shall jointly establish and separately maintain the
minimum reserves to ,be installed or otherwise provided under such a i

,
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plan in accordance with good industry practice. Further, under such a
plan, Licensee shall not be obligated to agree that a party may main-
tain a minimum reserve percentage less than Licensee's own reserve
percentage. The reserve requirement thus established shall be calcu-
lated as a percentage of peak load demand (adjusted for firm power
purchases and sales) and, except as provided herein, no party to the
interconnection shall be required to maintain as its reserve require-
ment more than such percentage of peak load demand. If the reserve
requirements of any party to a reserve sharing plan under this para-

; graph are increased over and above the amount such party would be
required to maintain without such interconnection, then the other party
shall be required to carry or provide for as a part of its reserve
responsibility the full amount of kilowatts of such increase. If over
a reasonable period one system denands emergency support from the other
to a disproportionately greater extent than the system delivers such
support, by reason of the unfavorable reliability experience of the
receiving system's generation or transmission facilities, the receiving
system shall take all reasonable steps to avoid such , demands (e.3., by
purchasing capacity and energy other than emergency energy, or other
reasonable steps). Each party to any sui ' reciprocal plan shall main-
tain such amounts of operating reserves as may be consistent with good
industry practice and adequate to avoid the imposition of unreasonable
demands on either party in meeting the reasonable contingencies of
operating its own system. However, in no circumstances shall a
party's operating reserve requirement exceed its installed reserve
requirement.

(b) Interconnections with neighboring coordinating entities shall not be
limited to lower voltages when higher voltages are requested and avail-
able from installed facilities of the party to whom the request is made
in the area where the interconnection is desired. Each party shall
maintain control and metering facilities as required for safe and pru-
dent operation of the interconnected system in accordance with good
industry practice.

(c) The cost of interconnection facilities between Licensee and another
system shall be allocated in a manner which takes account of the
varicus transactions for which the interconnection facility is to be
utilized.

(d) Except as provided in Section (10)(a) infra, interconnections shall be
made to the integrated bulk power systems of each entity. Any party
may require that the transmission facilities between the interconnected
parties meet reasonable protective standards to avoid credible contin-
gencies cascading to areas outside of each party's system.

I
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(e) Interconnection agreements shall not prohibit neighboring coordinating
entities from entering into other interconnection agreements, but may
include appropriate provisions to protect the reliability of Licensee's
system, and to insure that Licensee is compensated for additional
costs resulting from such other interconnections.

(4) Obligation for reciprocal sales of emergency power.

Licensee shall exchange emergency power with neighboring coordinating
entities which so request. Licensee shall be required to engage in such
transactions if and when it has power and energy available for such trans-
actions from its own generating resources or from interconnected systems
but only to the extent that it can do so without impairing service to its
customers or other electric systems with whom it has contractual conmitments,
provided, however, emergency service shall take precedence over any sales of
economy energy.

(5) Obligation to coordinate maintenance scheduling and for purchases and sales
of maintenance power and energy.

Licensee shall exchange joint maintenance schedules and shall engage in
purchases and sales of maintenance power and energy with any neighboring co-
ordinating entity which so requests when it can reasonably do so. After
agreement to each such transaction, power 'shall be supplied to the fullest
extent practicable for the time scheduled and in accordance with generally
accepted industry practice for maintenance power and energy sales.

(6) Obligation to engage in sales of economy energy.

Licensee shall exchange data on costs of energy from generating resources
available to it and, consistent with system security sell to, purchase from,
or exchange economy energy when appropriate to do so under principles of
economic dispatch with a requesting neighboring coordinating entity on a
basis that will apportion the savings from such transactions equally between
Licensee and such entity.

(7) Obligation to sell, purchase or exchange other non-firm surplus capacity and
energy associated therewith.

Licensee shall sell to, purchase from or exchange with any neighboring
coordinating entity other non-finn bulk power which the supplying system
deems to be surplus, when such transactions would serve to reduce the over-
all costs of bulk power supply without a loss to either party. Such bulk,

'

power transactions shall be on terms and conditions consistent with
generally accepted industry practice.

I
I
i
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(8) Reciprocal Performance

With regard to transactions in emergency and maintenance power, economy
energy and other non-fim surplus capacity-energy, as set forth in
Sections (4), (5), (6) and (7) above, other parties to such transactions
shall maintain (and adequately plan to provide) bulk power supply facilities
and capabilities sufficient to reasonably assure Licensee that reciprocal
perfomance will be forthcoming. Reciprocal perfomance requires plans
and bona fide efforts necessary to maintain the established reserve levels
under the coordination arrangement. Temporary short-falls in meeting this
requirement due to circumstances beyond a party's control would not pro-
vide a basis for the other party's failure to perform in this regard.
Reciprocal perfomance does not necessarily require that neighboring
coordinating entities supply Licensee with the same amounts of power or
energy which they receive from Licensee.

IV. ACCESS TO NUCLEAR GENERATION

(9) (a) Licensee shall, upon timely request, afford any neighboring entity an
opportunity to participate. in Midland Plant, Units 1 and 2. Licensee
shall, prior to the time major equipment items for nuclear generating
units are ordered, upon request by any neighboring entity, afford such
entity an opportunity to participate in all future nuclear generating
units for which Licensee applies for a construction pemit on or
before December 31, 1999. Participation shall be through reasonable
joint ownership or other joint financing arrangements in which the
participating neighboring entities pay their share of costs of con-
struction approximately (but no later than) as they are incurred by
Licensee- The form of such participation in such generation units
shall be at the option of the participating entity to the extent that
such an entity is legally able to participate in the unit under such z.
fom of participation. Such participation shall be on reasonable terms
and conditions and on a basis that will compensate Licensee for its

i costs incurred and to be incurred for such generating units; provided,
the aggregate participation of others in any nuclear unit shall not be
required to exceed the lower of 49 percent of the capacity of such unit
or an amount based upon a ratio of (i) most recent aggregate peak load
demand of requesting participants to (ii) the sum of such demands and
Licensee's most recent peak load demand (less the most recent peak load
demands on Licensee by the requesting participants).

A request from a neighboring entity for participation in Midland Plant,
Units 1 and 2 shall be deemed timely only if a letter of intent to par-
ticipate (subject only to financing contingencies) is executed by the
governing body of the participating entity and received by Licensee
within a mutually agreeable time period following the effective date of i

|
|

:
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these license conditions. As to future nuclear units it plans to
construct, other than Midland Plant, Units 1 and 2, Licensee shall
provide to requesting neighboring entities all available financial
and technical data required to assess the feasibility of participation
therein. A request for such participation shall be deemed timely
only if a letter of intent to participate (subject only to financing
contingencies) is executed by the governing board of the participating
entity and received by Licensee within six months following Licensee's
provision of such data. A neighboring entity's participation request
in a nuclear unit shall also be deemed timely only if it executes,
within one year after execution of such letter of intent, a legally
binding and enforceable agreement with Licensee to assume financial
responsibility for its share of the costs associated with a unit.

(b) As a part of any arrangement that may be reached with respect to any
participation under subsection (9)(a) above, Licensee shall inter-
connect with and deliver to the integrated bulk power system of a
participating neighboring entity any power to which it may be entitled
under such arrangement at a delivery point or points on Licensee's
system on a basis that will compensate Licensee as provided in
Section (10)(b) infra.

(c) Licensee, as long as it maintains majority ownership, may exercise
final authority in all decisions necessary in accordance with good
industry practice in the engineering, design, construction, operation,
maintenance and scheduling of a nuclear generating unit where a joint
ownership or joint financing arrangement is entered under subsection
(9)(a). An advisory comittee shall be organized properly to consider
the needs and desires of each party thereto.

(d) In the event that one or more neighboring entities choose to obtain
majority ownership in any nuclear unit, Licensee shall be afforded the
opportunity to participate in such unit under comparable terms and
conditions as those described in subsection (9)(a). Nothing in these
license conditions shall require any party to enter into a nuclear
unit joint venture where to do so would cause loss of tax exempt
status or otherwise significantly increase the tax liabilities of
such party.-

V. TRANSMISSION SERVICE

(10) (a) Licensee shall facilitate bulk power transactions between two or more
neighboring entities by providing transmission service between or among
the integrated bulk power systems of such entities or to such inte-
grated bulk power systems from the generation facilities of such
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entities. Licensee shall also provide transmission service for bulk
. .

power transactions over its transmission facilities between the inte-
grated bulk power system of any neighboring entity and any electric
system engaged in bulk power transactions which is outside Licensee's
service area. Licensee shall provide transmission service under this
paragraph only if (i) Licensee'.s and other connected transmission
lines form a continuous electric path between the supplying and the
recipient systens; (ii) permission to utilize other systems'. trans-
mission lines has been obtained by the proponent of the arrangement;
(iii) the services can reasonably be accommodated from a functional
technical standpoint without significantly impairing Licensee's
reliability or its use of transmission facilities; and (iv) reasonable
advance request is received from the neighborino entity seeking such
services to the extent that such notice is reqrired for operating or
planning purposes.

(b) Licensee.'s provision of transmission services under this section (10)
shall be or a basis which compensates it for its costs of transmission
reasonably allocable to the service or on another mutually agreeable
basis and in accordance with a reasonable transmission agreement.
Licensee shall file tariffs providing for transmission services
required to implement these license conditions with the Federal Energy
Regulatory Commission or its successor agency. Nothing in this
license shall be construed to require Licensee to wheel power and
energy to or from a retail customer. Each neighboring entity to whom
Licensee provides transmission services hereunder shall be expected to
provide transmission tcrvices to Licensee under comparable terms and
conditions, to the extent it has transmission facilities available to
do so. Licensee shall keep requesting neighboring entities informed
of its transmission planning and construction programs and shall include
therein sufficient transmission capacity as required by such entities,
provided that such entities provide the Licensee sufficient advance
notice of their requirements. However, Licensee shall not be required
to construct any transmission facility (i) which will be of no demon-
strable present or future electrical benefit to Licensee, (ii) which
would jeopardize Licensee's ability to finar :e or construct, on reason-
able terms, facilities to meet its own anticipated system requirements
or to satisfy existing contractual obligations to other electric systems,
or (iii) which could reasonably be constructed by the requesting entity
without duplicating any portion of Licensee's transmission system. In
such cases where Licensee elects not to construct transmission facilities,
the requesting system shall have the option of constructing and owning
such facilities and interconnecting them with Licensee's facilities.

!
i

|
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VI. OBLIGATION TO SELL FIRM BULK POWER

(11) (a) Upon timely request, Licensee shall interconnect with, execute
appropriate agreements with, and sell firm bulk power under tariff
provisions filed with the Federal Energy Regulatory Cannission or its
successor agency to any neighboring entity (1) which was a wholesale
customer of Licensee on the effective date of these license conditions
and (ii) which is not a party to a coordination agreement with
Licensee, up to the amount required to supply electric service to the
retail customers or the retail load of distributing cooperatives
(located in Licensee's service area) which are supplied by such
neighboring entity.

(b) Upon timely request, subject to the terms of subsection (ll)(c) hereof,
Licensee shall sell firm bulk power to neighboring coordinating
entities to which Licensee is not selling bulk power under subsection
(ll)(a) hereof; provided, however, that the purchasing entity agrees
to sell such firm bulk power as it has available to Licensee under
omparable terms and conditions. Nothing shall requi're Licensee to

st'l firm bulk power under the preceding sentence in amounts which
exceed the purchasing entity's annual peak load demand and reserve
requirements minus its total generating capacity (other than firm bulk
power purchases from Licensee), as defined in paragraph (1)(d) hereof,
at the time of the sale. As used in this subsection (b), " peak load"
shall mean the greatest previously experienced load plus estimated load
growth attributable to the retail customers or the retail load of
distribution cooperatives (located in Licensee's service area) to the
extent that such load and load growth are supplied by the purchasing
entity in question for periods of requested purchases.

(c) Licensee shall keep requesting neighboring entities informed of its
generation planning and construction programs. Licensee shall include
in such planning and programs sufficient generation capacity to satisfy
requests for firm bulk power from a system which was a wholesale cus-
tomer of Licensee on the effective date of these license conditions.
Licensee shall not be required hereunder to construct generation
facilities or advance generation schedules to satisfy bulk power
requests of a system which was not a wholesale customer of Licensee
on the effective date of these license conditions.

,

(d) As used in this paragraph, " wholesale customer of Licensee on the
'

effective date of these license conditions" shall include a neighbor-
ing entity which is formed in the future whose load includes load
served at retail by Licensee immediately prior to its formation (Fare-
inafter a "New Neighboring Entity"); provided, however, that when the i
total load of a New Neighboring Entity also includes load served at
retail by an entity other than Licensee immediately prior to its

:
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formation, Licensee shall only be required to sell firm bulk power
under this paragraph in an amount equal to the load in kw served at
retail by Licensee during the year imediately prior to the New
Neighboring Entity's fomation, plus the growth of retail load
experienced in the geographic area previously served by Licensee.

(e) Fim bulk power sales under this paragraph shall not be limited to
lower voltages when higher voltages are requested and available from
Licensee in the area where the interconnection is desired.

VII. ACCESS TO P0OLING ARRANGEMENTS

(12) Licensee shall not oppose the membership of a neighboring coordinating
entity in any pooling or coordination arrangement to which Licensee is
presently a party, or within the tem of this license becomes a party;
provided, however, that the entity satisfies membership qualifications
which are reasonable and do not constitute undue discrimination. To
the extent that Licensee enters into pooling, coordination' or similar
joint bulk power arrangements during the tem of the license, it shall use
its best efforts to include provisions therein which permit requesting
neighboring coordinating entities the opportunity to participate in the
arrangement on a basis that is reasonable and which do not constitute undue
discrimination.

OR THE NUCLEAR REGULATORY COMMISSION

$bE), F/sen8
.

Darrell 2. e,

Division of Licensing

Date of Issuance: October 20, 1980
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CONSUMERS POWER COMPANY
~

MIDLAND PLANT, UNIT 2

DOCKET N0. 50-330

CONSTRUCTION PERMIT

Construction Permit No. CPPR-82
Amendment No. 2

Pursuant to a Memorandum and Order by the Atomic Safety and Licensing Board,
dated August 4,1980, the Nuclear Regulatory Commission has issued Amendment
No. 2 to Construction Pennit No. CPPR-82 by deleting paragraph 2.D and substi-
tuting the following therefor:

"2.D Consumers Power Company shall comply with the following antitrust
conditions:

1. DEFINITIONS

(1) As used in this paragraph 2.D:

(a) " Licensee" means Consumers Power Company, or any successor or
assignee of this Licensee and includes each present or future subsid-
iary in which Licensee owns more than 50 percent interest and arv
successor thereto.

(b) " Bulk power" means the electric power and attendant energy supplied or
made available at transmission or subtransmission voltage for resale.

(c) " Neighboring entity" means a private or public corporation, a
governmental agency or authority, a municipality, a cooperative, or a
lawful association of any of the foregoing, which is all or partially
in Licensee's service area (as defined Lalow) and which meets each of
the following criteria: (i) its facilities, existing or proposed in
the immediate future following a proposal for arrangements under these
conditions, are economically and technically feasible of interconnec- i

tion with those of the Licensee; (ii) it owns and operates or pro- l

poses to own and operate electric generation, transmission or distribu- |
tion facilities or has joint ownership participation or contractual |

rights in generation, transmission or distribution facilities operated |

by others; and (iii) with the exception of generation and transmission !

cooperatives, municipalities, governmental agencies or authorities,
and associations, it is, or upon comencement of operations, will be a
public utility or cooperative and subject to regulation with respect to

i
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rates and service under the laws of the State of Michigan or under
the Federal Power Act; provided, however, that as to associations,
a majority of members of such association is either a public
utility or cooperative as discussed in this clause (iii) or a munici-
pality, governmental agency or authority.

(d) " Neighboring coordinating entity" means a " neighboring entity" which
is currently planning its future bulk power supply so that its " total
generation capacity" (as defined below) will be at least equal to its
projected peak load demand and reserve requirements established pur-
suant to Section (3)(a) hereof. Total generation capacity shall be;
calculated as the sum of the system's (i) native installed capacity,
(ii) formally executed bulk power purchases (including purchases
under a wholesale tariff) from or arrangements with Licensee or other
parties for periods of one or more six-month peak load seasons and
(iii) participation in generating units of Licensee or other electric
systems. An electric distribution system that satisfies its entire
peak load demand with firm powe.' purchases from another electric
system (including an association of which it is a member) does not
qualify as a neighboring coordinat ng entity.

(e) " Costs" mean all appropriate costs, including a reasonable return on
investment, which are reasonably allocable to an arrangement between
two or more electric systems under coordination principles or gener-
ally accepted industry practices. In determining costs, no value
shall be included for loss of revenues from a sale of power by one
party to a customer which another party might otherwise serve.

(f) " Net benefits" means that, for each party thereto, the benefits
derived from an arrangement exceed its costs. Receipt of calpensation'

which covers Licensee's costs, in accordance with the applicable
'; riff or rate filed by Licensee with a regulatory authority, or
established by such authority pursuant to a final, non-appealable
order, shall be deemed to provide Licensee with net benefits as to
such arrangement; provided that Licensee shall not decline to enter
into an arrangement during the pendency of administrative or judicial
proceedings involving filings applicable to such arrangement. Compen-
sation under a tariff or rate applicable to a particular arrangement
or a particular party shall not necessarily be deemed to provide net
benefits as applied to different arrangements or different parties.
In calculating net benefits from a particular arrangement, Licensee
shall also take account of value (positive or negative) other than
conpensation under a rate or tariff, including impact on system relia-
bility and risks of forced outage.

(g) " Integrated bulk power system" means the interconnected generation,
transmission and sub-transmission facilities used to serve a system's
principal load centers.

.
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(h) " Licensee'.s service area" means all counties in Michigan'is Lower . -

Peninsula with the following exceptions: (1) the entirety of the
counties of Berrien, Cass, Huron, Lapeer, Macomb, Sanilac, St. Clair,
and Wayne, and (2) the townships in which Licensee is not fran-
chised to provide electric service in the counties of Van Buren,
St. Joseph, Monroe, Washtenaw, Oakland, Tuscola and Livingston.

II.' .~ GENERAL ' PRINCIPLES

(2) (a) The arrangements described in the following sections shall be of the
types, and pursuant to tenas and conditions, which are consistent with
good industry practice. The terms and conditions of any individual
arrangement shall be on a basis that will compensate Licensee for its
costs incurred thereby. No party shall be obligated to enter into an
arrangement if on balance there does not appear to be any demonstrable
net benefit to such party arising from that arrangement. It is recogi

nized that, in any particular arrangement the net benefits may not be
equal or identical for each party and that the net benefits of an
arrangement for a small system or for a system not theretofore engag-
ing in such arrangements may be greater than that realized by a larger
electric system or one already engaging in such arrangements. The
relative net benefits to be derived by the parties from a proposed
arrangement shall not therefore affect a decision with respect to
participating in any such arrangement, subject to the other terms and
conditions of this license.

(b) Any neighboring coordinating entity entering into any arrangements
provided for in these license conditions will be expected insofar
as practiccble and in accordance with good industry practice 4 taking
into account laws, rules and other restrictions affecting taxation
and financing a to grant reciprocal rights and benefits to Licensee,
and to undertake reciprocal obligations with respect to Licensee.
Nothing herein shall require a neighboring coordinating entity to
construct generation facilities except where to do so is necessary
to maintain its reserve obligations under Section (3)(a) below. |

(c) Interconnection, interchange of power, coordination or other i

arrangements under this license shall be required only if such 1

arrangements would not adversely affect Licensee'.s system operations |

or the reliability of power supply to Licensee':s customers or other |

electric systems with whom it has prior contrdctual commitments, and (

if such arrangements would not jeopardize Licensee.'.s ability to )
finance or construct on reasonable terms facilities needed to meet its
own anticipated system requirements, including the sale of firm bulk
power pursuant to Section (ll)(a) hereof.



. o

-
.

.

-4-

. -

(d) The following conditions shall be implemented in a manner consistent
with the provisions of the Federal Power Act and other applicable
regulatory statutes, regulations and orders. All rates, charges or
practices in connection with any action taken by Licensee pursuant
to this license, which are subject to the jurisdiction of a regula-
tory agency, are subject to the approval of that agency. Nothing
in the foregoing shall be construed to waive any of the Licensee's
rights or protection afforded by law with respect to the retail
distribution of electricity in those areas of Michigan in which it
transacts local business. Licensee shall not be required to enter
into any final arrangement prior to resolution of any substantial
questions as to the lawful authority of another party to engage in the
arrangement.

(e) If Licensee participates in any of the following arrangements with
an association of electric systems, Licensee shall not be obligated
to take account of requests or requirements of members of that associa-
tion which do not qualify as a " neighboring entity", as defined in
section 'l)(c) hereof.

(f) Agreements implementing the following sections shall not impose
limitations upon the use or resale of capacity and energy af ter de-
livery to a neighboring entity, except as may be necessary to protect
the reliability of Licensee's system.

(g) Licensee shall also negotiate in good faith interconnection and other
appropriate agreements with a neighboring entity which has bona fide
plans to become a neighboring coordinating entity in the immediate
future so as to permit such entity the opportunity to participate in
arrangements described in the following sections as soon as it becomes
a neighboring coordinating entity.

,

(h) The obligations set forth in the following sections shall be governed
by conditions and limitations set forth in this section.

III. COORDINATED OPERATIONS

(3) Obligation to interconnect and share reserves.

(a) Licensee shall interconnect and enter into appropriate coordination
agreements with a neighboring coordinating entity which so requests
and operate normally in parallel in accordance with good operating
practice, provided that a reciprocal plan of reserve sharing .is agreed
to by a neighboring coordinating entity as provided herein. Licensee
and such entity shall jointly establish and separately maintain the
minimum reserves to be installed or otherwise provided under such a

,

|
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plan in accordance with good industry practice. Further, under such a
plan, Licensee shall not be obligated to agree that a party may main-
tain a minimum reserve percentage less than Licensee's own reserve
percentage. The reserve requirement thus established shall be calcu-
lated as a percentage of peak load demand (adjusted for firm power
purchases and sales) and, except as provided herein, no party to the
interconnection shall be required to maintain as its reserve require-
ment more than such percentage of peak load demand. If the reserve
requirements of any party to a reserve sharing plan under this para-
graph are increased over and above the amount such party would be
required to maintain without such interconnection, then the other party
shall be required to carry or provide for as a part of its reserve
responsibility the full amount of kilowatts of such increase. If over

a reasonable period one system demands emergency support from the other
to a disproportionately greater extent than the system delivers such
support, by reason of the unfavorable reliability experience of the
receiving system',s generation or transmission facilities, the receiving
system shall take all reasonable steps to avoid such demands (e_.3., by
purchasing capacity and energy other than emergency energy, or other
reasonable steps). Each party to any such reciprocal plan shall main-
tain such amounts of operating reserves as may be consistent with good
industry practice and adequate to avoid the imposition of unreasonable
demands on either party in meeting the reasonable contingencies of
operating its own system. However, in no circumstances shall a
party's operating reserve requirement exceed its installed reserve
requirement.

Interconnections with neighboring coordinating entities shall not be(b) limited to lower voltages when higher voltages are requested and avail-
able from installed facilities of the party to whom the request is made
in the area where the interconnection is desired. Each party shall
maintain control and metering facilities as required for safe and pru-
dent operation of the interconnected system in accordance with good*

industry practice.

The cost of interconnection facilities between Licensee and another(c) system shall be allocated in a manner which takes account of the
various transactions for which the interconnection facility is to be
utili zed .

'

Except as provided in Section (10)(a) infra, interconnections shall be(d) Any partymade to the integrated bulk power systems of each entity.
may require that the transmission facilities between the interconnected
parties meet reasonable protective standards to avoid credible contin-'

gencies cascading to areas outside of each party?s systen.

> .
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(e) Interconnection agreements shall not prohibit neighboring coordinating
entities from entering into other interconnection agreements, but may
include appropriate provisions to protect the reliability of Licensee's
system, and to insure that Licensee is compensated for additional
costs resulting from such other interconnections.

(4) Obligation for reciprocal sales of emergency power.

Licensee shall exchange emergency power with neighboring coordinating
entities which so request. Licensee shall be required to engage in such
transacticns if and when it has power and energy available for such trans-
actions from its own generating resources or from interconnected systems
but only to the extent that it can do so without impairing service to its
customers or other electric systems with whom it has contractual commitments,
provided, however, emergency service shall take precedence over any sales of
economy energy.

(5) Obligation to coordinate maintenance scheduling and for purchases and sales
of maintenance power and energy.

Licensee shall exchange joint maintenance schedules and shall engage in
purchases and sales of maintenance power and energy with any neighboring co-
ordinating entity which so requests when it can reasonably do so. After
agreement to each such transaction, power shall be supplied to the fullest
extent practicable for the time scheduled and in accordance with generally
accepted industry practice for maintenance power and energy sales.

(6) Obligation to engage in sales of economy energy.

Licensee shall exchange data on costs of energy from generating resources
available to it and, consistent with system security sell to, purchase from,
or exchange economy energy when appropriate to do so under principles of
economic dispatch with a requesting neighboring coordinating entity on a
basis that will apportion the savings from such transactions equally between
Licensee and such entity.

(7) Obligation to sell, purchase or exchange other non-firm surplus capacity and
energy associated therewith.

Licensee shall sell to, purchase from or exchange with any neighboring
coordinating entity other non-firm bulk power which the supplying system
deems to be surplus, when such transactions would serve to reduce the over-
all costs of bulk power supply without a loss to either party. Such bulk
power transactions shall be on terms and conditions consistent with
generally accepted industry practice.

!
t |

I I

|
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(8) Reciprocal Performance

With regard to transactions in emergency and maintenance power, economy
energy and other non-firm surplus capacity-energy, as set forth in
Sections (4), (5), (6) and (7) above, other parties to such transactions
shall maintain (and adequately plan to provide) bulk power supply facilities
and capabilities sufficient to reasonably assure Licensee that reciprocal
performance will be forthcoming. Reciprocal performance requires plans
and bona fide efforts necessary to maintain the established reserve levels
under the coordination arrangement. Temporary short-falls in meeting this
requirement due to circumstances beyond a party's control would not pro-
vide a basis for the other party's failure to perform in this regard.
Reciprocal performance does not necessarily require that neighboring
coordinating entities supply Licensee with the same amounts of power or
energy which they receive from Licensee.

IV. ACCESS TO NUCLEAR GENERATION

(9) (a) Licensee shall, upon timely request, afford any neighboring entity an
opportunity to participate in Midland Plant, Units 1 and 2. Licensee
shall, prior to the time major equipment items for nuclear generating
units are ordered, upon request by any neighboring entity, afford such
entity an opportunity to participate in all future nuclear generating
units for which Licensee applies for a construction permit on or
before December 31, 1999. Participation shall be through reasonable
joint ownership or other joint financing arrangements in which the
participating neighboring entities pay their share of costs of con-
struction approximately (but no later than) as they are incurred by
Licensee. The form of such participation in such generation units
shall be at the option of the participating entity to the extent that
such an entity is legally able to participate in the uait under such a
form of participation. Such participation shall be on reasonable terms
and conditions and on a basis that will compensate Licensee for its
costs incurred and to be incurred for such generating units; provided,
the aggregate participation of others in any nuclear unit shall not be

1required to exceed the lower of 49 percent of the capacity of such unit
or an amount based upon a ratio of (1) most recent aggregate peak load
demand pf requesting participants to (ii) the sum of such demands and
Licensee's most recent peak load demand (less the most recent peak load
demands on Licensee by the requesting participants).

A request from a neighboring entity for participation in Midland Plant,
Units 1 and 2 shall be deemed timely only if a letter of intent to par-
ticipate (subject only to financing contingencies) is executed by the |

governing body of the participating entity and received by Licensee
within a mutually agreeable time period following the effective date of
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these license conditions. As to future nuclear units it plans to
construct, other than Midland Plant, Units 1 and 2, Licensee shall
provide to requesting neighboring entities all available financial
and technical data required to assess the feasibility of participation
therein. A request for such participation shall be deemed timely
only if a letter of intent to participate (subject only to financing
contingencies) is executed by the governing board of the participating
entity and received by Licensee within six months following Licensee's
provision of such data. A neighboring entity's participation request
in a nuclear unit shall also be deemed timely only if it executes,
within one year after execution of such letter of intent, a legally
binding and enforceable agreement with Licensee to assume financial
responsibility for its share of the costs associated with a unit.

(b) As a part of any arrangement that may be reached with respect to any
participation under subsection (9)(a) above, Licensee shall inter-
connect with and deliver to the integrated bulk power system of a
participating neighboring entity any power to which it may be entitled
under such arrangement at a delivery point or points on Licensee's
system on a basis that will compensate Licensee as provided in
Section(10)(b) infra.

(c) Licensee, as long as it maintains majority ownership, may exercise
final authority in all decisions necessary in accordance with good
industry practice in the engineering, design, construction, operetion,
maintenance and scheduling of a nuclear generating unit where a joint
ownership or joint financing arrangement is entered under subsection
(9)(a). An advisory committee shall be organized properly to consider
the needs and desires of each party thereto.

(d) In the event that one or more neighboring entities choose to obtain
majority ownership in any nuclear unit, Licensee shall be afforded the
opportunity to participate in such unit under comparable terms and
conditions as those described in subsection (9)(a). Nothing in these
license conditions shall require any party to enter into a nuclear
unit joint venture where to do so would cause loss of tax exempt
status or otherwise significantly increase the tax liabilities of
such party.

V. TRANSMISSION SERVICE

(10)(a) Licensee shall facilitate bulk power transactions betseen two or more
neighboring entities by providing transmission service between or among
the integrated bulk power systems of such entities or to such inte-
grated bulk' power systems from the generation facilities of such

1
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entities. Licensee shall also provide transmission service for bulk
. -

power transactions over its transmission facilities between the inte-
grated bulk power system of any neighboring entity and any electric
system engaged in bulk power transactions which is outside Licensee.'.s
service area. Licensee shall provide transmission service under this
paragraph only if (i) Licensee 5s and other connected transmission

,

lines form a continuous electric path between the supplying and the
recipient systems; (ii) permission to utilize other systems:'. trans-
mission lines has been obtained by the proponent of the arrangement;
(iii) the services car reasonably be accommodated from a functional
technical standpoint without significantly impairing Licensee!.s
reliability or its use of transmission facilities; and (iv) reasonable
advance request is received from the neighboring entity seeking such
services to the extent that such notice is required for operating or
planning purposes.

(b) Licenseess provision of transmission services under this section (10)
shall be on a basis which compensates it for its costs of transmission
reasonably allocable to the service or on another mutually agreeable
basis and in accordance with a reasonable transmission agreement.
Licensee shall file tariffs providing for transmission services
required to implement these license conditions with the Federal Energy
Regulatory Commission or its successor agency. Nothing in this
license shall be construed to require Licensee to wheel power and
energy to or from a retail customer. Each neighboring entity to whom
Licensee provides transmission services hereunder shall be expected to
provide transmission services to Licensee under comparable terms and
conditions, to the extent it has transmission facilities available to
do so. Licensee shall keep requesting neighboring entities informed
of its transmission planning and construction programs and shall include
therein sufficient transmission capacity as required by such entities,
provided that sucn entities provide the Licensee sufficient advance
notice of their requirements. However, Licensee shall not be required
to construct any transmission facility (i) which will be of no demon-
strable present or future electrical benefit to Licensee, (ii) which
would jeopardize Licensee.'.s ability to finance or construct, on reason-
able terms, facilities to meet its own anticipated system requirements
or to satisfy existing contractual obligations to other electric systems,
or (iii) which could reasonably be constructed by the requesting entity
without duplicating any portion of Licensee's transmission system. In
such cases where Licensee elects not to constryct transmission facilities,
the requesting system shall have the option of constructing and owning
such facilities and interconnecting them with Licensee 5s facilities. )

j
1
i
1

1

;
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VI. OBLIGATION TO SELL FIRM BULK POWER

(11) (a) Upon timely requett, Licensee shall interconnect with, execute
appropriate agreements with, and sell firm bulk power under tariff
provisions filed with the Federal Energy Regulatory Commission or its
successor agency to any neighboring entity (i) which was a wholesale
customer of Licensee on the effective date of these license conditions
and (ii) which is not a party to a coordination agreement with
Licensee, up to the amount required to supply electric service to the
retail customers or the retail load of distributing cooperatives
(located in Licensee's service area) which are supplied by such
neighboring entity.

(b) Upon timely request, subject to the terms of subsection (ll)(c) hereof,
Licensee shall sell finn bulk power to neighboring coordinating
entities to which Licensee is not selling bulk power under subsection
(ll)(a) hereof; provided, however, that the purchasing entity agrees
to sell such firm bulk power as it has available to Licensee under
comparable terms and conditions. Nothing shall require Licensee to
sell firm bulk power under the preceding sentence in amounts which
exceed the purchasing entity's annual peak load demand and reserve
requirements minus its total generating capacity (other than firm bulk
power purchases from Licensee), as defined in paragraph (1)(d) hereof,
at the time of the sale. As used in this subsection (b), " peak load"
shall mean the greatest previously experienced load plus estimated load

,

growth attributable to the retail customers or the retail load of
distribution cooperatives (located in Licensee's service area) to the
extent that such load and load growth are supplied by the purchasing
entity in question for periods of requested purchases.

(c) Licensee shall keep requesting neighboring entities informed of its
generation planning and construction programs. Licensee shall include
in such planning and programs sufficient generation capacity to satisfy
requests for finn bulk power from a system which was a wholesale cus-
tomer of Licensee on the effective date of these license conditions.
Licensee shall not be required hereunder to construct generation
facilities or advance generation schedules to satisfy bulk power
requests of a system which was not a wholesale customer of Licencee
on the effective date of these license conditions.

(d) As used in this paragraph, " wholesale customer of Licensee on the
effective date of these license conditions" shall include a neighbor-
ing entity which is formed in the future whose load includes load
served at retail by Licensee immediately prior to its formation (here-
inafter a "New Neighboring Entity"); providea, however, that when the
total load of a New ~ Neighboring Entity also includes load served at
retail by an entity other than Licensee immediately prior to its

,
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formation, Licensee shall only be required to sell firm bulk power
under this paragraph in an amount equal to the load in kw served at
retail by Licensee during the year imediately prior to the New
Neighboring Entity's fomation, plus the growth of retail load
experienced in the geographic area previously served by Licensee.

(e) Fim bulk power sales under this paragraph shall not be limited to
lower voltages when higher voltages are requested and available from
Licensee in the area where the interconnection is desired.

Vll. ACCESS TO P0OLING ARRANGEMENTS

(12) Licensee shall not oppose the membership of a neighboring coordinating
entity in any pooling or coordination arrangement to which Licensee is
presently a party, or within the tem of this license becomes a party;
provided, however, that the entity satisfies membership qualifications
which are reasonable and do not constitute undue discrimination. To
the extent that Licensee enters into pooling, coordination. or similar
joint bulk power arrangements during the tem of the license, it shall use
its best efforts to include provisions therein which permit requesting
neighboring coordinating entities the opportunity to participate in the
arrangement on a basis that is reasonable and which do not constitute undue
discrimination.

FOR THE NUCLEAR REGULATORY COMMISSION

is orua t.

Division Licensing

Date of Issuance: October 20, 1980
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