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NUCLEAR REGULATORY COMMISSION

DOCKET NO. 50-358

THE CINCINNATI GAS AND ELECTRIC COMPANY

COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY

AND THE DAYTON POWER AND LIGHT COMPANY _

NOTICE OF FINDING 0F NO SIGNIFICANT ANTITRUST CHANGES _

AND TIME FOR FILING OF REQUESTS FOR REEVALUATION

The Director of Nuclear Reactor Regulation has made an initial finding in

accordance w'*h Section 105c(2) of the Atomic Energy Act of 1954, as amended,

that no ., 'ficant (antitrust) changes in the licensee's activities or pro-
I

posed activities have occurred subsequent to the previous construction permit|
'

review of Ziromer Nuclear Unit i by the Attorney General and the Commission.
\

The finding is as follows:

"Section 105c(2) of the Atomic Energy Act of 1954, as amended, provides
for an antitrust review of an application for an operating license if
the. Commission determines that significant changes in the licensee's
activities or proposed activities have occue-ed subsequent to theOn September 12, 1979, the Com-
previous construction permit review.
mission formally delegated the authority to make the 'significant
change' determination with respect to nuclear reactors to the Director,In 1977 prior to this delegation
Office of Nuclear Reactor Regulation.
of authority, and based on procedures then in effect, the staff of the
Office of Nuclear Reactor Regulation and the Office of the Executive

Legal Director, hereafter referred to as the ' staff,' had reviewed theoperating license application submittal by the Applicants, The Cincinnati
C9s and Electric Company (CGE), Columbus and Southern Ohio Electric
Company (C50E), and The Dayton Power and Light Company (OPL) and had
concluded that no significant changes had occurred that warranted anThe staff did, however,
antitrust review at the operating license stage.
note the pendency before the Securities and Exchange Commission (SEC)
of an application under the Public Utility Holding Company Act of 1935

I
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(15 USC 179, et. seq.) by American Electric Power Company, Inc.
(AEP) to acquiFe CSOE. In 1973 a SEC Administrative Law Judge
had rendered an initial decision denying the application partly
on the basis of competitive considerations. At the time of staff's
review in 1977 the initial decision was under. appeal to the SEC.
The staff was interested in the possible impact of the acquisition

~

on the competitive situation in Ohio, should the application be
approved by the SEC.

"By its cpinion of July 21, 1978 and subsequent orders the SEC
approved the acquisition. Thus staff has been prompted to undertake
a determination as to whether the acquisition represented a signifi-
cant change in CSOE's activities or proposed activities that would
warrant a second antitrust review at the operating license stage.
As a result of its analysis, staff has determined tha t the acquisition
does not represent a significant change, i.e., it does not have anti-
trust implications that would likely warrant some Commission remedy.

"The Conclusion of the staff's analysis is as follows:

'Since the initial operating license antitrust review of
the Zimmer 1 application was completed in 1977, the SEC has
approved the acquisition of CSOE by AEP. The staff has
examined the effect of the acquisition upon the ccordination
arid competitive relationships among CSOE and its neighboring

.

electric entities and, in addition, has reviewed the recent
coordination agreement entered into by AMP 0, AEP, CSOE, and
Ohio Power. In the staff's view the acquisition does .not
adversely affect the competitive or coordination posture of
rural electric cooperatives, CGE or DPL. The staff is further
of the opinion that the acquisition has not detrimentally-

affected the coordination and competitive position of municipal
electric systems and that the 1979 Coordination Aareement
possesses the potentici for improving the competitive stance
of such utilities. Therefore, the staff has concluded that the
acquisition does not have any antitrust implications that
would likely warrant some Commission remedy and, as a result,.
does not represent a significant change in CSOE's activities
that would warrant another antitrust review at the operating
license stage.

'The Department of Justice has reviewed a draft of this analysis
along with other material and has concurred in the staff's finding.'

" Based on the staff's analysis, it is my fincing that an operating license
antitrust review of Columbus and Southern Ohio Electric Company with
respect to Zimmer Nuclear Unit 1 is not required."
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! Signed on July.14,1981 by Harold R.~ 0enton, Director Office of Nuclear Reactor

Regulation. .

Any person whose interest may be affected ~ pursuant to 'this initial determination

may file with full. particulars a request for reevaluation with the Director of

Nuclear Reactor Regulation, U. S. Nuclear Regulatory Commission, Washington, .

DC 20555 by'(60 days).

!

FOR THE NUCLEAR REGULATORY COMMISSION

hefb'\Cf L M

Argil Toalston, Acting Chief
Utility Finance Branch
Division of Engineering
Office of Nuclear Reactor Regulation
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ZIMt1ER NUCLEAR POWER STATION, UNIT 1 |
NRC STAFF'S ANALYSIS OF WHETHER CSOE'S

AC JISITION BY AEP CONSTITUTES A "SIGilIFICANT
H. jE" REQUIRING A FURTHER ANTITRUST REVIEW

INTRODUCTION

On May 10, 1975, the Cincinnati Gas and Electric Company (CGE),

Columbus and Southern Ohio Electric Company (CSOE), and The Dayton Power
,

!
& Light Company (DPL) tendered their joint application to obtain an j

operating license for the William H. Zimmer Nuclear Power Station, Unit 1

(Zimmer 1). The operating license for Zimmer 1 is presently expected to

be issued in late 1981.

By statute the Nuclear Regulatory Commission (NRC) is requiced to

determine the need for an antitrust review of each operating license

application on the basis of whether "significant changes in the

licensee's activities or proposed activities have occurred subsaquent to

the previous [ construction permit] review by the Attoraey General and the

Commission."1/ Based upon procedures in effect at the time of the

operating license application submittal, the NRC staff conducted an

internal review of the antitrust information and concluded "that changes

in the Applicants' activities occurring since the cons +ruction permit

dutitrust review do not represent significant changes that would now

warrant another antitrust review at the operating license stage."2!

-1/ Section 105c(2) of the Atomic Energy Act of 1954, as amended (42 USC
5 2135(c)(2)).

-2/ Memorandum of November 28, 1977, from Argil Toalston, Antitrust and
Indemnity Group, NRR to I. Peltier, Licensing Project Manager
(hereaf ter referred to as Memorandum), p. 8. Attached as Exhibit A.
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! At the construction permit stage of Zimmer 1, the Cities of St.
i
j liarys and Piqua, Ohio and the American Municipal Power-0hio, Inc. ( AFIPO)-

a planning entity then representing 30 Chio municipal electric systems,
|

filed intervention petitions principally seeking the procurement and use|

of power from Zimmer. Negotiations were undertaken between Applicants

and the petitioners regarding participation in Zimmer. Pursuant to the

provisions of Section 105(c)(8) of the Atomic Energy Acte and consistent
t

|
with the recommendation of the Department of Justice, a construction

pemit was issued for Zimmer 1 prior to completion of these negotiations

and of the Department's cnd staff's antitrust review. The construction

pemit was conditioned to provide that a post-construction permit

antitrust hearing could be held (which would retermine reasonable tems
|

|
of conditions for participation of petitionars in Zimmer 1) if Applicants

and petitioners -are unable to reach agreement and that the construction

permit could be ctP' -.J as issued, rescinded, or conditioned on the

|

! basis of the findings made in such proceeding. Subsequently, the
!
! petitioners withdrew their petitions to intervene stating that they had

no further interest in the proceeding. The Commission thereafter deletedi

the antitrust condition from the construction pemit.

-3/ 42 UCS 5 2135(c)(8). This section provides that for a construction
permit application on file at the time of enactment of the provision
(which includes Zimmer 1), the Comnission may detemine, after

| consultation with the Attorney General, that issuance of the
| construction permit is necessary in the public interest to avoid
' unnecessary delay.
|

|

.- ~ _ , , . . . _ . , . . - -
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The NRC staff's review of whether any "significant changes" had

- occurred since the construction permit antitrust review was conducted in

1977 and concluded, as noted above, that there were no such changes
,

|
. warranting anothar antitrust review. The staff did, however, note the

L . pendency before the Securities and Exchange Commission ("SEC") of an
|

| application under the Public Utility Holding Company Act of 1935 (15 USC

s 79, et. seq.) by American Electric Power Company, Inc. ("AEP") to
1

j acquire CSOE. In 1973, an initial decision had been rendered by the

Administrative Law Judge presiding over that proceeding which had denied

j the application primarily upon the basis of competitive considerations

and an inadequate showing that savings would result.O At the time of

the staff's review the matter was under appeal to the SEC, but a de .ision

! had not yet been rendered. The staff was interested in the possible

impact of the acquisition on the competitive situation n Ohio, shouldi

the application be approved by the SEC.

Subsequent to the Staff's "significant change" review, the SEC

reversed the initial decision and approved the acquisition. Bf its
Opinion of July 21,1978,E the SEC found that the proposed

-4/ In the flatter of American Electric Power Co., Inc., Administrative
Proceeding File No. 3-1476, Initial Decision (July 20,1973),pp.
95-98, 147.

-5/ In the flatter of ?cerican Electric Power Company, Inc., (HCAR No.
20633), a copy of which is Exhibit No.1 +.o a letter of December 22,
1980 from W. S. White, Jr., Chairman of tne Board and Chief
Executive Officer of AEP, and B. T. Ray, President of CSOE, to
Jerome Saltzman, then Chief of the Utility Finance Branch, NRC.
Thi.s document will hereafter be referred to as '" Opinion." The
December 22, 1980, letter is attached to this analysis as Exhibit B.

;

_ _ _ _ . _ _ _ _ _ _ . _ . . _ _ _ _ _ . _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ . . _ _ _ ____ _ . _ . _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ . . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
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[ acquisition met -11 cf the standards of the Public Utility Holding
|

_Compai ..ong other. things, the Commission concluded that the
|

acquisition "will not burden or impair competition to an extent which

will contravene the public' interest standard stated in the Act."5/ A

significant factor in' reaching this conclusion was a proposed settlement

which had been reached among the municipal =systens which had-been
i
! opposing tne ' acquisition and AEP. Among other features, that settlement

would afi'ord the municipals the possiblity of access to large-scale

generation and supplementary coordination services.1/ In the SEC's view
.-

the proposal would (1) allow the municipal systems to attain economies of

scale and (2) lessen concentration of control of the utility industry in

Ohio.S[ The SEC conditioned its ultimate approval of the acquisition,

.however, partly on the executing of a contract between AEP and the

municipals which would reflect the settlement proposal.1/ Subsequently,

oa May 1,1979, AEP, Ohio Power Company (an AEP affiliate), CSOE, and Af1P0

entered into a coordination agreement.10/ By order of February 13, 1980,

the SEC issued an order approving the acquisition of SCOE by AEP.E/

1/ Id. at 392.
:

Z/ Id. at 378.
|
| 1/- Id. at 393.

! 9/ Id.

10/ Exhibit No. 2 to the December E 1980 letter.

-11/ In the liatter of American Electric Power Co., Inc. Supplemental
riemorandun and Order, (HCAR No. 21433) (hereaf ter, " Supplemental,

! Memorandum") a copy of wnich 1. supplied as Exhibit No. 3 to the
December 22,-1980 letter.

.. ._._ _ _ _ . , - _ _ , . - _ . _ _ . . . - _ , _ _ _ _ _ _ _ ~ _ ,- _ -
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| On- the ' basis of the SEC's approval of AEP's; acquisition of CSOE, the

NRC Staff publishe'd a " Notice of Supplementary Antitrust Review of

10perating ; License Application."E That notice invited comment on

whether the acquisition would result in a significant change in the.
~

activities or proposed activities of .CSOE.E- No comments were received

' 'in response 'to the ~ notice.

SIGNIFICANT CHANGE CRITERIA

Tr c Commission's criteria to be employed in making a "significant -

change" detemination are set forth in a decision issued..in the operating

license revin for the Summer E acility. A finding that a significantf

change has occurred requires "that the change or changes (1) have occured

since the previous antitrust review of the licensee (s); (2) are:

I

| 1_2/ 45 Fed. Reg. 75398 (November .14,1980) . The Commission's procedures
now call for-publication of such notice and for solicitation of-'

comments from the public. The Commission has delegated its
- authority with respect to "significant change" deteminations to the
Director of Nuclear Reactor Regulation or the Director of Nuclear
Material Safety and Safeguards, as appropriate. " Delegation of-
Authority to Make 'Significant Change' Determination for Operating-

License Antitrust Review" (Septemb'er 12,1979). These procedures
are reflected in a proposed rule which has been published by the.
Commission for comment. " Implementation of Commission's Delegation
of Authority to Detemine Whether There Have Been -Significant
Changes in Operating License Applicant's Activities sr Proposed
Activities Since the Construction Pemit Antitrust Determination,"'
46 Fed. Reg. 18747 (March 26, 1981).

.13/ AEP has not become a co-holder of the construction pemit for. Zimmer
-- 1 and an applicant for the operating license by virtue of the )

acqui si tion.

I
--14/ South Carolina Electric and Gas Co. and South Carolina PublicService Authority (Summer Nuclear Station, Unit No.1), CLI-80-2811

'

-NRC 817 (1980).

|-

|

i
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reasonably attributable to the licensee (s); and (3) have antitrust

implications that would likely warrant some Commission remedy."El The

i Commission further explained criterion 3 as involving the following' two

inquiries: "(a) whether an antitrust review would be likely to conclude

that the situation as changed has negative antitrust implications, and

(b) whetier the Commission has available remedies." E!

In applying the three criteria to the Zimmer OL application staff

confines the present analysis to AEP's acquisition of CSOE and other

events related there to. Other changes ;ubsequent to the CP antitrust

review were the subject of the staff's earlier OL evaluation.

| The changes wrought by the acquisition have clearly occurred after
|

| the antitrust review conducted at the construction permit stage, thus
|

satisfying the Commission's first criterion. Looking at the acquisition

and the coordination agreement with Af1P0 together, it is clear that these

changes are, at least in part, inputaole to CSOE and the second criterion

| 1s thus also satisfied. The analysis, therefore, turns on whether the
|
l acquisition, when considered in conjunctio1 with the 1979 coordination

agreement, has antitrust implications that would likely warrant some

Commission remedy.

ANTITRUST ANALYSIS
|
| flarket Characteristics of Pote.1tially Affected Utilities

AEP's acquisition of CSOE most direcity affects, of course, the

| behavior of the participants themselves. In addition, however, the l

M/ Id., 11 NRC at 824-25.

M/ Id., 11 NRC at 835.

.. -. .-- . . -.. - .- . - .. .
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acquisition may elso affect the competitive posture of other electric
.

.

| entities with whom CSOE does business or who may look upon CSOE as a
!

j potential supplier or purchaser. As - reported to FERC in ,1979, CSOE sells
!

| at wholesale to two electric utility companies (Ohio Edison Company
t

l ("0E") and Ohio Valley Electric Corp' c. tion) and four municipalities and

has " Interchange Power" transactions with Ohio Power' Company, DPL, CGE,
,

a'ndbE.E Three of the four municipal customers of CSOE belong to AltP0,

! the only exception being the Village of Glouster, which purchases

approximately one megawatt from CSOE.E Since Ohio Power is an
|
' affiliate of AEP, the nature of its transactions with CSOE will, of

course, be altered by the acquisition. A description of the market

L characteristics of the participants and other potentially affected

entities follows.E

AEP, the acquiring firm and a holding company, serves parts of seven

states with a -total generation capacity of over 17,000 ftw. Chio Power

Company, the AEP's largest affiliate, controls over 11,600 Mw of

generation capacity and 6,300 circuit miles of transmission lines.

Although heavily coordinated with other AEP affiliates, Ohio Power

maintains several major interconnections with large adjacent utilities,

i

._17f Exhibit No. 9 to the December 22, 1980 letter.7

18/ Id; infornt. tion supplied to NRC Staff by AftP0 in February 1981. It

| is our understanding that Glouster could join AtiP0 if it detennined
' to do so.

l
19/ Unless otherwise indicated, the sources for the following data are9

1979 Forms 1 and 12 for each utility filed with the Federal Energy
Regulatory Commission, and Electrical World Directory of Electric
Utilities, 1979-80.

|

-.rr- - . - - ,--,w , , , ,,,,,5 .m, , . - - ,. . - -m., , - , . - , --.*m.,-, - . , - - - = + , - - - . , - . . - . , , , , ,



m, ,

, .
., ,

t-

l -8-

i including CSOE, CGE and DPL. As well as providing retail service to over

.
600,000 customers, Ohio Power also supplies wholesale power to nine

municipal electric systems and one generation and transmission

cooperative.
i

CSOE, the acquired firm, supplies retail power to .over 450,000
_

customers in and about the city of Columbus, Ohio and provides wholesale

Lpower to four municipal . electric systems, as noted above. CSOE also

controls approximately 3,100 t1w of generation capacity and 1,600 circuit

miles of -transmission lines and is interconnected with and virtually

surrounded by facilities of AEP subsidiaries. In addition, CSOE, along
I

with CGE and DPL, fonned the Columbus, Cincinnati and Dayton (CCD) power

pool for the primary purpose of capturing the economies of scale of large

units.El Thus far, the CCD members have placed in operation six large

generating units. E

CGE and DPL are similarly fully integrated electric utilities

primarily serving urban areas. CGE owns approximately 3,800 f1w of

generation capacity and serves over 580,000 customers, including about

six utilities at wholesale. DPL accounts for nearly 2,700 MW of generation

' capacity and %pplies power to over 400,000 retail customers and 14

wholesal Austomers. In addition to coordination with CSOE in the CCD

pool, CdE and DPL are also interconnected with Ohio Power and OE.

fiural electric cooperatives and municipal electric utilities comprise

the emainder of the potentially affected electric entities. All of
,

: a

g/ Ooinion, at 377.

' 21/ Id.
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Ohio's 28 cooperatives are members of Buckeye Power, Inc. (Buckeye), a

generating- ann of the distribution c] operatives. Buckeye came into

existence in 1968, at which time it purchasea one of Ohio Power's 600 Mw

generation units at the Cardinal Station. Since then, the load of

Buckeye members has grown to over 800 Mw, sufficient to support the

installation of an additional 600 tk unit ct the Cardinal Station.22/
1

CSOE does not, have any rural electric cooperative customers, although

it does transmit power to members of Buckeye.

Many of the municipal electric systems in Ohio are members of MiP0,

an organization formed to own and operate generation and transmission

facilities. Of the 51 municipal system members of AMP 0,14 own generation

capacity, totaling 700 ftw. Ohio Power and CSOE supply power at wholesale

to 7 municipal members of #1P0. Some 30 other municipal systems in Ohio

do not belong to AftP0 and onlj one of these possesses any notable

generation capacity (57 Mw). Instead, nearly all purchase wholesale

power from ...e or another of the state's private utilities. Ohio Power

and CSOE supply 6 non-members of A!!P0.

Effects of the Acouisition

The competitive effects of an acquisition are properly assessed in

term of a relevant market, with both geographic and product dimensions.

For the purpose of making a significant change finding, staff believes it

appropriate to concentrate the analysis on the market that usually has

been the main focus of study in previous proceedings, the bulk power

i22/ Id.
|
|

|
- - - . - - .. -- - -- --
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supply market. This market encompasses the full range of coordination
. .-.

| . services-as well.as wholesale power. The choice of bulk power supply as
:
'

.the relevant product market has two bases: (1) a general recognition

| exists that bulk power markets are much more potentially competitive than

| retail markets; and (2) retail power costs are a function of bulk power
!

costs, so that it is more in order to study the role of . competition at

| the bulk power level .
|

L The geographic bounds of the market considered encompass the areas

served by CSOE and by those electric entites with which it transacts
|

. business. We have also considered in' our analysis the extent to which

CSOE's wholesale customers may have regarded Ohio Power as a bulk power

supply alternative, an option which the acquisition has necessarily-

foreclosed. We have grouped potentially affected utilities into three
i
'

categories: (1) rural electric cooperatives, (2) the other CCD systems

(CGE and DPL)' and (3) municipal electric systems.

1. Rural electric cooperatives

| As mentioned previously, Ohio's electric cooperatives fonned Buckeye

'in 1968 and assumed ownership of a 600 N unit at Ohio Power's Cardinal

Sta tion . . As part of the coordination arrangement worked out with Ohio

Power, the co-operatives were assured access to back-up power and to Ohio

j Power's transnission system for transmitting the power to the
_

cooperatives.EI Subsequently, another 600 Mw unit has been placed in

operation by Buckeye.

i
r

R/. Ooinion, p. 5.

_ - _ _ _ - _ _ - _ - - - _ _ - _ _ _ - _ _ _ - - _ - - _ - - - _ _ - _ _ _ _ _ _ _ _ _ _ _ _ - - - _ _ _ _ _ _ _ _ _. .__ _ _ _ _ _ - . _ _ _ _ - _ _ _ _ _ . _ _ _ _ -
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The apparent. success of this coordination arrangement is just one

factor which prompts staff to conclude that the acquisition has not

. adversely affected the competiti te position of the cooperatives. A

second factor is that even prior to the _ acquisition, CSOE, as well as

Ohio Power, was offering transmission services to' Buckeye for the purpose

of transporting power to members of Bucxeye. b

2. CCD pool members

By acquiring CSOE, AEP has potentially changed the nature of

coordination relationships between CSOE and the other CCD members, CGE

and DPL, and in so doing, may also have adversely affected competition

between the CCD utilities and AEP. AEP itself has stated that in order

to achieve the objectives of the acquisition, "the pl6nning and operation

of bulk power supply facilities... must be done on an overall AEP system

basis"E and that s'" have already been taken "to pemit the operation
C'

of CSOE's generation capacity and its bulk transmission as an integral

part of the AEP system."El

For its part, the SEC has found that the competitive position of the

CCD utilities will not substantively change as a result of the

acquisition.E/ In the SEC's view, even a CCD pool including CSOE would

24/ Response of CSOE to Question 9, Infomation Requested from the
Attorney General, April 15, 1971.

25/ December 22, 1980 letter, p. 6.

g/ Id., p. 7.

E/ Ooinion, p. 19.

i

)
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not produce the economies available from the AEP sysem and, as a result,

thc pool could not credibly expect to close the gap in costs between it

and AEP.El

The staff, in attempting to arrive at a judgment on this matter,

directed a series of questions to AEP29/ and conducted conversations with

knowledgeable personnel from CSOE, CGE and DPL. In its response AEP

indicated that the acquisition of CS0E "is not expected to change, in any

way the existing close working relationship among CGE, CSOE and DPL"El

and has not given CSOE a larger proportional vote in the deliberations of

the CCD committees. For their part, CGE and DPL feel that together they

can now build economically sized fossil units. It was understood, by CGE

| at least, that CSOE would not have built additional fossil units jointly
|

with CGE and DPL, even if it had not been acquired by AEP. Yet, the

|

sharing of future nuclear units among AEP, CGE, and DPL has not been

ruled out. The acquisition also is not expected to affect operational
|

coordination among the utilities since interchanges of power have always

occurred under bilateral contracts, not under the pool agreement.

Based primarily on these responses the staff concludes that the
|
'

acquisition will not adversely affect the coordination opportunities of

DPL and CGE, or their ability to achieve economies of scale and compete

in bulk power markets.

28/ Id., pp. 15, 19.

-29/ Letter from Jerome Saltzman, Nuclear Regulatory Commission, to E. A.
Borgmann, The Cincinati Gas and Electric Company, November 19,
1980. Attached as Exhibit C.

R/ December 22, 1980 letter, p. 5.
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3. Municipal electric systems

Aside from the possible implications of the acquisition for the
|

coordination relationship among the CCD utilities, the primary focus of ;

,

.

the effects of the acquisition has been on the competitive position of

municipal electric systems in Ohio. As noted above, CSOE sells at

| wholesale to four municipalities. Three of these municipalities will

( benefit from the access to 'arge-scale generation and -to coordination

services made possible by 1979 Coordination Agreement. CSOE would also

undertake obligations to municipal systems outside its service territory

by virtue of the terms of the Agreement. An understanding of the role
|

| played by the Coordination Agreement in improving the competitive posture
i

of the Af1P0 members requires a review of aspects of the SEC proceeding.
,

In August 1972, prior to the initial decision, Af1P0 joined with AEP,

the City of Orrville, Ohio, and the Ohio Municipal Electric Association

(0 MEA) in a proposal to the.SEC that the acquisition be approved subject

to certain conditions.EI Subsequently, in April 1974, AMP 0 and Ohio

Power Company entered in;.0 an interconnection agreenent ("1974

interconnection agreement") providing that Ohio Power would render

transmission service, emergency service, short-tem service, and limited

te.rm service to APO and that Af1P0 in turn would offer emergency service,

-31/ Appendix No. 4 to the " Coordination Agreement among American
liunicipal Power-0hio, Inc., Columbus and Southern Ohio Electric
Company, Ohio Power Company, and American Electric Power Company,
Inc.," p. 2. (The Coordination Agreement is hereafter referred to
as the "1979 Coordination Aareement") .

. .. -- - -., - . - . . _ _ - .. - . - . . - _ _ .
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short-term service, and limited tern service to Ohio Power.E Utifizing-

the 1974 interconnection agreement AMP 0 has acted as a broker in the sale

of . power to Orrville and arranged a seasonal power exchange between

Buckeye and the Citi.es of Cleveland and Hamilton.E

The main coordination option lacking in the 1974 interconnection

agreement was access to generation, but this void was filled with the |
!

execution of the 1979 Coordination Agreement. Under the agreement, AMP 0

could elect to either (1) purchase one or two previously planned units

(Poston Nos. 5 & 6) from CSOE or (2) arrange, with cooperation and

support from CSOE and Ohio Power, to construct generation facilities

with capacity between 600 Mw and 1,300 Mw at another site. E AEP has

recently advised AMP 0 that it is discontinuing construction of Poston No.

5 and Poston No. 6 and is extending the decision date for AMP 0 to

exercise the first option to June 30,1981.E The most recent

information available to the Staff is that AMP 0 does plan to acquire

Poston No. 5 and No. 6. E

--32/ Agreement between American Municipal Power-0hio, Inc., and Ohio -

Power Company, April 1,1974, Appendix 1 to the 1979 Coordination
Agreement.

--33/ Appendix No. 2 to the 1979 Coordination Aareement, Article 1,
Section 0.05; and telephone discussions with George Crosby, AMP 0,
February 9-10,.1981. Notes of the telephone conversations of the
Staff with Mr. Crosby, as well as with officials of CSOE, CGE, DPL,
and the East Central Area Reliability Council (ECAR), are attached
to this analysis as Exhibit D.

M/ 1979 Coordination Aareement, Article One, Section 1.3.

3_5 / Letter from W. S. White, Jr. AEP to George Crot y, AMP 0, December 5,h

1980.

M/ Telephone discussions with George Crosby, AMP 0, February 9-10, 1981.

- - - - _ _ _ - _ _ _ _ _ _ _ - _ _-___- - _ - -__ _ _-_____ - ___ ___--___ _ __ - __--_- - _- _ _ ___ _____ -___-_ _ _______-____ _ __
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In addition to the generation alternative, the 1979 Coordination

Agreement also assures AMP 0 of back-up power for Poston flo. 5 and tio. 6j

and power delivery. E/ Further, to cover the period between the

| purchases of the generating units and the date of commercial operation,

the- Agreement provides that AMP 0 may buy as much as 200 Mw from Ohio

-Power's Gavin Plant.38] Thus, AMP 0 seems to have achieved a wide range-

of coordination options through the 15 '9 Coordination Agreement and the
;

j 1974 interconnection agreement.

The Staff nas been made aware of certain difficulties encountered by

|
AMP 0 in availing itself of the generation option conferred by the

1979 Coordination Acreement.E These difficulties arise from the vote

of the Ohio electorate against a constitutional amendment which would

have enabled the legislature to designate Af1P0 a political subdivision

with the power to issue bonds on a tax-exempt basis.40/ Despite theI
-

1

difficulties, AMP 0 still feels the purchase of Poston fio. 5 and flo. 6

37] 1979 Coordination Agreement, pp. 31-45.

38/ Suoplemental Memorandum, p. 2.

39/ Telephone conversation with George Crosby, AMP 0, February 9-10,
1981.

i
! 3.0/ The proposed cons;itutional amendment appears as Appendix No. 7 to

the 1979 Coordination Agreement. The parties to the Agreement were
obligated to use tneir best efforts to secure adoption of this
amendment ( Article Three) and AMP 0 has indicated that the companies
cid support adoption. Telephone conversation with George Crosby,
AMP 0, February 9-10, 1981.

-. __. . _ . _ _ _ . _ _ . _ _ _ _ _ _ . _ , . _ . _ , _ . -
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| is economically and technically feasible. S/ AMP 0 has indicated to

| Staff and AEP that it believes alternative financing and legal

|
arrangements are possible.E In any event, the SEC in approving

the acquisition noted that.the 1979 Coordination Agreement was not
|
| . dependent upon passage of. the proposed constitutional amendment and that
i

j th; agreement has apparently satisfied the interests of the Ohio

municipal electric systems.E

We conclude that the acquisition of CSOE by AEP, when viewed with

AEP's offer of coordination services, does not adversely affect the

competititve posture of municipal systems which are members of AMP 0.

CSOE and AEP have stated that they do not expect the acquisition to
!

affect CSOE's policy with respect to its wholesale customers, nor its

coordination activities.El The municipal customers of CSOE (including

the Village of Glouster) should not, therefore, be adversely affected by

the acquisition.
i

!

| CONCLUSION
|

Since the initial operating license antitrust review of the Zimmer

1 application was completed in 1977, the SEC has approved the
|

acquisition of CSOE by AEP. The staff has examined the effect of the

| 9 Discussions with George Crosby, AMPO.

42/ Id.; See letter from W. S. White, Jr., AEP, to George Crosby, AMP 0,
p. 2.

g Sucolemental Memorandum, p. 3.

M/ December 22, 1980 letter, responses to Questions 2 and 3. )

, ., .. , . _ _ _ _ . . . - - . . - - ~ . , - . - . . - . - . - , , ,
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acquisition upon the coordination and competitive relationships among

CSOE and its neighboring electric entities and, in addition, has

reviewed the recent coordination agreement entered into by AMP 0, AEP,

CSOE, and Ohio Power. In the staff's view the acquisition does not

adversely affect the competitive or coordination posture of rural

electric cooperatives, CGE or DPL. The staff is further of the opinion

that the acquisition has not detrimentally affected the coordination and

competitive position of municipal electric systems and that the 1979

Coordination Aareement possesses the potential for improving the

competitive stance of such utilities. Therefore, the staff has

concluded that the acquisition does not have (2ny antitrust implications

that would likely warrant some Commission remedy and, as a result, does

not represent a significant change in CSOE's activities that would

warrant another antitrust review at the operating license stage.

The Department of Justice has reviewed a draft of this analysis

along with other material and has concurred in the staff's finding.5/

45/ The Department's letter is attached as Exhibit E.
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- - November 28, 1977

i MEMORANDUM FOR: I. Peltier |

| Licensing Project Manager
4

,

'

FROM: Argil L. Toalston, Chief *

Power Supply Analysis Section
Antitrust & Indemnity Group. MRR

SUBJECT: WILLIAM H. IIl9|ER NUCLEAR POWER STATION, UNIT 1

1 | Section 105c(2), of the Atomic Energy Act of 1954, as amended, provides |
;

j for an antitrust review of an application for an Operating License if
the Commission determines that significant changes in the licensee'si

i activities or proposed activities han occi .J subsequent to the previous
j review in connection with the construction permit. Based upon examination
f of the events that have transpired since issuance of the construction*

| pemit for the captioned nuclear unit, it is our conclusion that no
significant changes have occurrad that uk Od now warrant an operating;

j license antitrust review. The Office of t e Executive Legal Director
i ( - concurs in this conclusion.

9

On April 6,1970, the Cincinnati Gas and Electric Company (CG&E), Columbus'

! and Southern Ohio F?actric Company (CESOE), and the Dayton Power 5 Light
company (DP&L) filed a joint application for construction pemits and
facility licenses to construct twe nuclear units in Clermont County,

; Ohio.y An asentheent to the application, dated December 15, 1970,
j reflected the Applicants' desire to undify their initial construction

plans to construct a single unit to M designated William H. Zinner ,

by the Atomic Energy Casumission (AEC)pt of the application, as amended,
Maclear Power Station, Unit 1. Recei i

4

I
was noticed in the Faderal Register i

|
' on May -21,,1971, i

i i

! M
! Since this filing preceded the December,1970 amendments to the
! Atomic Energy Act, the applicants were subject to the grandfather
! provision of Section 105c(3).
I

i

! (

i. ?
%. |

!

. _ . . _ _ - - . _ _ - . _ _ _ . _ _ _ _ _ . _- - _ _ - . _ . _ - - _ - _ _ _ .__-.\_
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| On October 15, 1971, the Attorney General submitted an interim advice

letter to the AEC stating that "some of the matters necessary to rendering$

; definitive antitrust advice on this application" had not yet been resolved.
! Accordingly, Justice pledged to continue its review of the application,
; anticipating submittal of its final advice "within the next several
I weeks."

,

On December 15, 1971, prior to receipt of the Attorney General's final
|

advice, petitions requesting leave to intervene were filed with the AEC,

on behalf of the Cities of Georgetown and Blanchester, Ohio. The Cities,;

{
; recognizing a need to retain some measure of control over their bulk

| | power supply, sought a condition to the Applicants' license allocating
j { to the C1 ties 20 W of power from the Zinner unit.7
,

Applicants responded to the petition with cost comparisons intended to
demonstrate that participation in Zissner by the Cities woula not be
economically attractive. The comparisons showed, in particular, that
purchases of unit power from Zinner would be significantly higher in

i cost than power presently available to the Cities under Applicants'
i existing rate schedules.

An analysis of the comparisons, later perfomed by the AEC staff and
discussed in detail at a meeting held March 15, 1972 with representatives

! . of the Antitrust Division. Department of Justice, upheld the Applicants'
( findings. Staff concluded, in view of the comparisons, that unless the

Cities obtained some form of reasonable equity participation in Zinneri

i (as opposed to a unit power purchase), there would be no economic advantage
I to either Georgetown or Blanchester from access to the nuclear unit.

,

1 i
! j On July 5,1972, the Attorner General issued advice with similar but

j less conclusive findings than the AEC Staff. Although acknowledging
that the Applicants had prepared studies showing that unit pner purchases

!

i [ 2/
! ! Three months earlier, on September 7,1971, a similar petition had
j i

been filed with the AEC on behalf of the Midwest Ohio Municipal
i |

Power Pool, Inc. (MOMPP). MOMPP, a non-profit corporation providing
electric service to the towns.of Piqua. St. Marys, and Celina,' i

|
Ohio, sought a condition comparable to that of Cities allocating to
pool members 30 W of power from the Zinner unit.'

!,

! i

! '
i i

.

: t
'

l- ._ - _ _ _ _ _ _ _ . _ _ _ . - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __
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from Zimer would be a higher cost alternative to +he present level of
i

wholesale service, the Attorney General observed that:1

'

! ! no effort had been made to project likely increases in the,

level of wholesale rates over the economic life of the Zismer! unit, during which period the cost of a unit power purchase would
i
! be relatively stable.
!

The Attorney General noted further that:
|Even if analysis [had been] confined to the present level!

: of CG&E and DPE wholesale rates, one cannot draw very
i firm conclusions. CG&E and DPR have asstseed that any

participation by municipals in Zinmer would have to take
the form of unit power purchases since, in their view, any;

i kind of joint ownership would be in violation of provisions
'| of Ohio law. . . . .

The Attorney General, however, viewed only the most " simple and direct"
foms of joint ownership as violations of Ohio law. Thus, the possibility
remained that certain equity panicipation arrangements wers indeeda

feasible and within the scope of Applicants' legal obligations.

In order to investigate this possibility further and reach a more definite

[
conclusion on the question of municipal access, the Attorney General

( proposed the following .n connection with Zinner application:
,
'

We recommend that the Commission give M0MPP and the Cities of
Blanchester and Georgetown a limited period (such as 60 days)

j in which to file any evidence sheting that the cost of power
! available through participation in the Zimmer units is cheaper

than that available on purchase of firm power from one or unre
i of the Applicants. The Counission would have to require the

Applicants to make available all underlying information necessaryj t

j to make such comparisons.

| In the meantime, if the Applicants now contend that it would not
be feasible.... to include the municipalities as participants in
the Zimmer unit, from an engineering or operating standpoint, they
should submit a specific showing in support of that contention.;

i |

|
If the Commission finds that (1) the municipalities have made a
> rima facie showing os. the cost question, and (ii) the Applicants

|
1

1 ave not shown the infeasibility of complying with the requests

| |

|

|
!

_

\

1
'

,



t' .
.

{
!' 1

'

-

~b.

| . .
-; . ..

I,
,

'
.

| ,' '

for inclusion, we would recomunend that the Commission set the
j antitrust question of access to the Zinsner unit for a full hearing.
j Otherwise, we would rsw c.d that the Conunission proceed in its

consideration of the application without an antitrust hearing. ;
; :
.

| The Attorney General's advice letter was published in the Federal Register
i on July 18, 1972. On August 10, 1972, the Cities of St. Marys and
I Piqua, and. Anerican Municipal Power-Ohio, Inc. (AMP-0), a planning
|

entity representing 30 Ohio municipalities, filed a timely joint petition
to intervene. Concomitant with the petition were motions on the part ofj
MOMPP and the Cities of Georgetown and Blanchester to consolidate certain

f
; matters relating to the several petitioners as a whole. Foremost.among

; such matters was the procurement and use of electric power relating toj [ the Zineer unit. Thus, in filing the ,ioint petition Cities, M0MPP, AMP-: t
0. St. Marys and Piqua (hereinafter cited as Ohio Municipal Intervenors)

| sought an order from the Conunission compelling Applicants to make availablej all underlying infomation necessary te make appropriate comparisons of
:

| the cost of powee from Zinsner to the cest of power from other sources.
.

| Applicants responded to the intervenors' petition in a memorandum dated
j August 30, 1972, as well as before the Commission in a prepared Response,3f_

; advising the Petitioners nf the followino:
!

1. Participation in Zissner would be allowed upon a reasonable
,

i basis,

! (t

2. Any available information would be provided to reasonably'

assist in detemining the feasibility of participation, and

! 3. " Serious negotiations" would be entered into with a view to
identifying exactly what participation in Zimmer the Petitioners
desire and detemining how such participation would be achieved.

\
l In view of the Applicants' willingness to neactiate, the Attorney General
j i issued additional advice on September 29, 1972 regarding the possible

| issuance of a construction pemit prior to the completion of the antitrust!

| construction pemit pursuant to Section 105(c)(8)ppropriately issue areview. Justice felt that the Connission could a
of the Atomic Energy

j j Act of 1954, as amended. .;
'.

"if such pemit were to include conditions which (1) embody
Applicants' connaitments, [sununarized abaye] and (2) provide
for a subsequent antitrust proceeding and detemination by the

;

!
I
l

3/
Applicants' Response, dated August 30, 1972.-

,

i

'
I

!
'
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{ Commission of reasonable tems and conditions for participation
! in Zinner in the event that the parties should be unable to

agree with respect thereto."

On October 19, 1972, pursuant to an Initial Decision of the Atomic
Safety sad Licensing Board, the'AEC issued Construction Pemit No.

!

!
CPPR-88 to the Applicants authorizing construction of the 807 MWe Zinner
unit. The pemit was issued in accordance with section 105(c)(8) and

| ,

j t contained the following provision:

1 i
In the event that an antitrust hearing is held, on the basis of

j findings made as.a result of such pmceeding, the Consission
j may continue this pemit as issued, rescind this permit or

amand this pemit to include such conditions as the Consission
! deems appropriate.

!
Tha need for a fomal antitrust hearing was mooted or ay 15, 1975, withI

j the filing of a motion by tne Ohio Municipal Intervenors to withdraw
J their individual and joint petitions to intervene. Citing a thorough

investigation of their " legal and financial position" as a basis for'

having "no further interest" in the proceeding Intervenors implicity'

chose not to make a p_ rim _e facie showing on the cost question entsneratedj

in the Attorney General's advice letter of July 5, 1972.;

i
t X In view of the above, the Commission issued an order on July 20,1976,

| granting the intervenors' motion to withdraw their various petitions to;
intervene. The Counission further ordered that Staff be directed toe amend the construction permit for the Zinner facility by deleting certainj i-

i i paragraphs relating to antitrust considerations.
) The Cincinnati Gas & Electric Company.. Columbus & Southern Ohio Electric

j Company, and Dayton Power & Light Company, tendered their joint application
i to obtain an operating license for the Zimmer unit on May 10, 1975.

Antitrust information, dated April 27, 1977 and submitted in accordance*

with NRC Regulatory Guide 9.3, was received by this office for antitrust
evaluation.

Among the primary changes in Applicants' activities occurring since |

issuance of the construction pemit are those relating to the provision i

of new or additional types of ele:tric service. These include:'
'

! .1. Consummation of an Interchange Agreement between DP&L and the
! City of Piqua, Ohio providing for the sale of electric power,
i effective May 10, 1972.
'

4 t

I i

.

-

|

! l
- _ _ _ _ _ _ _ _ _ _ - . _ _
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) 2. Execution of a Service Agreement between OP&L and St. Marys,
i Ohio, effective December 1,1973.
:

I 3. Establishment of four new delivery points by C&SOE providing
inew service to the Delaware Rural Electric Cooperative. Inc.,

and improved service to three other rural cooperatives.i

] 4. . Planning of a new interconnection by CG&E connecting Applicants'
jointly oned Stuart Station with the Spurlock Station of thei

| }
East Kantucky Rural Electric Cooperative.

5. Construction by DP&L of two radial lines to serve the City of
j i- Minster, Ohio, and a new tap to serve the City of Tipp City,
! Ohio.
1

-

| Since these activities represent Ptivations on part of Applicants to
coordinate with smaller systems, .. thus improve the *;.ossibilities of

j
competitive selectior. among the components of bulk power supply",4f it;

j ) is our belief that the above represent changes that would not warrant an i

j operating license antitrust review.

| Othe* changes, occuring since issuance of the construction permit, focus
on past negotiations between the C1ty of Piqua, Ohio and tN Dayte:.i

i Power & Light Company. On June. 15, 1975, the City of Piqua requested
j from DP&L a proposal for purchase of the City's electric system. DP&L

i / responded on May 14, 1976, with a proposal to lease the City's distribution
i system and purchase only a combustion turbine generator. OP&L's proposal
i

was not accepted by the City and no discussions on the matter have been
i held since. In view of the City's decision Staff feels that no significant
|

change has resulted which would now require a second antitrust review.

! Additional changes reported by Applicants include a reduction in recent
load forecasts and modification of all rate schedules to reflect additionj g

! ; of a fuel adjustment clause. Staff believes such changes are rooted in
| uncertain energy demand projections and escalating fuel prices and do

' not suggest any antitrust implications.

I
|

J

! i

4./ David W. Penn, James B. Delaney, T. Crawford Honeycutt, Coordination,
:

!
Ca=netition, and Regulation in the Electric Utility Industry, U. S.
Huclear Regulatory Casuiission June 1975 (HUREG-75/061).

l
'

! !
!
,

; I s
i

_______1_________ _ _ _ _ _ _ _ _ _ _ __ _ ___. . _ . _-
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Of particular interest to the. Staff, at prcsent, is the pending(AEP) toi
of an application by the American Electric Power Company, Inc.:
acquire CASOE pursuant to Sections 6(a), 7, 9 and 10 of the Public:

|
Utility Holding Company Act of 1935. The Securities and Exchange
Countission (SEC), having authority to enforce the Act, received an
Initial Decision on the application from Administrative Law . Judge Irving

.

j Schiller on July 18, 1973 ordering that the proposed acquisition be
denied. Judge Schiller, expressing concern for the competitive situation

:

i in Ohio, cited, among other reasons.for denial, the following:
i

| If the antitrust policies are to be given "significant
|

content" the necessity for preserving competition must
| prevail. The long-term benefits which will enure from
j competition substantially outweigh any short term bene-

fits which the proposed acquisition herein may possibly4

I effect.Sj
} A petition for SEC review of the Initfal Decision was subsequently filed'

'

by AEP on September 7,1973 and granted by the Commiission on September 27,
1973. As yet, a final decision on the application from the Coussission

|
.has not been promulgated.

l Staff's interest in this matter stems from recognition of the possible
! 1mpact the acquisition may have on the competitive situation in the Ohio

< area. Structural-as well as procedt al changes would certainly result
|
! ! \ from the merger and, modify, in some manner, the present competitive
i ! arrangenent. We believe, at present, however, that no significant
j change has occurred which would now require antitrust review.

-
'

An inquiry made to a representative of the Federal Energy Regulatory
Commission revealed that no complaints of refusal to deal have been;

! lodged against Applicants in the last five years. However, " price
,

1 | squeeze" contentions are currently pending before the FERC against C&SOE
! ' and DP&L in Dockets ER-77-529 and ER-76-887, respectively. We will
| continue to follow these proceedings, but based on the Supreme Court

decision in FPC v Conway Cor).. cunclude that this matter should and
;

will be resolved before the rtxC.
1

t !

I i
! t

i \ W
! Initial _ Decision, p.147.
)
i
i
j

i

i
s,
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In sum, it is our conclusion that changes in the Applicants' activities
occuring since the construction permit antitrust review do not represent

! significant changes that would now warrant another antitrust review at
the operating license stage.

h/,3.L.Toalston
t

!

!

i Argil L. Toalston, Chief*

Power Supply Anlaysis Section
i

Antitrust and Indemnity Group
1 Nuclear Reactor Regulation
;

i

i

i

Distribution:
i Docket Files

JRutberg,

JSaltzman,

f AToalston
i t TBottorff Peading .,

PDR

g LPDR,

AIG Files:

i AIG Reading
i
i

!

I
1

!

!

!

NRR:AIG NRR:AIG NRR:AIG OELD,

M t,or,ffc.::/cd AToalston JSaltzman JRutherg7

1 , , , . , , , ,,, ,,, ,, is, sv,

_ _ _ _ . _ _ ,-



| spe6 SaikkD W mM.S.4ma6- -- - W a:mm.ah' - - - '- "- --" - - -
--

ha -~-e- --- -- - -- -ap.m--

v-

4 , O

+

_4.g

|? .

,

?

I
e

i
.

!
,

b

'r.

I

!

..

i

!

n

I

- e ,
I
i

|

|
r

t
t

- ,

I
!
t

.

A

l
!
,
>

%

i

!,

!,

i

O
,
f

,

vme--Nm-w . . - . -



**
EXHIBIT B

A M E RIC A N E L E CT R I C P O W E R Company, In c.

180 East Broad Street, Columbus, Ohio 43215ggp
(614) 223-2000

TV S.1THITE,JR.
Churman of th, Board

and
Ch:,f Ez, cunt, Offietr December 22, 1980

rew ns.isco

Re: William H. Zimmer Nuclear
Power Station, Unit No. 1
Docket No. 50-358A

.

Mr. Jerome Saltzman, Chief
Utility Finance Branch
Division of Engineering
Office of Nuclear Reactor Regulationi

Nuclear Regulatory Commission
Washington, D. C. 20555

,

Dear Mr. Saltzman:
,

Reference is made to the notice issued November 6,
1980 with respect to the re-evaluation by the staff of its
earli'r finding in the above proceeding of "no significante
change" under Section 105c(2) of the Atomic Energy Act of
1954, as amended, and your letter, dated November 19, 1980,
to Mr. Earl A. Borgmann, Vice President-Engineering of The
Cincinnati Gas & Electric Company (CGE) with respect to
such matter.

Since the questions which are appended to your
letter of November 19, 1980 relate specifically to the
acquisition by American Electric Power Company, Inc. (AEP)
of Common Shares of Columbus and Southern Ohio Electric
Company (CSOE) and matters related thereto, we are request-
ing Mr. Borgmann of CGE to cause the updated information
set forth below to be transmitted to you. Since the ques-'

tions are specific in nature, the responses thereto are
intended as specific responses to the questions posed and,

-

are not intended by AEP and CSOE, except as otherwise
noted, to supply information with respect to the completion
of constructi-". and the operation of Zimmer Unit No. 1, by
CGE, or the c ~ ration of generating and other facilities
which are, or are to be, owned as tenants in common by CGE,
CSOE and/or The Dayton Power and Light Company (DPL) except
where the information so supplied is stated to be common to
CGE, CSOE and DPL.
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<E -

Mr. Jerome Saltzman -2- December 22, 1980

!

:
;

} Since the staff's.re-evaluation.is being. effected

I in the light of the acquisition of CSOE by AEP, updating
| information with respect to the acquisition itself is set

forth below by AEP and CSOE: i
.

i

" Subsequent to Mr. Borgmann's letter, dated
i April 27, 1977, to NRC, which transmitted a docu-,

| ment, dated April 25, 1977, entitled "Information
for Antitrust Review of Operating License Appli-

j cation", the Securities and Exchange Commission
j (SEC) issued on July 21,.1978 its Opinion (HCAR ,

No. 20633), a copy of which is attached as Exhi-<

} bit No. 1 hereto, in the proceeding (File No. -

i 70-4596; Administrative Proceeding File No.

|
3-1476) under the Public Utility Holding Company

: Act of 1935 (the 1935 Act) in which it indicated
j that a careful, independent review of the record
j convinced it that the acquisition of Common

Shares of Columbus and Southern Ohio Electric-

{
Company (CSOE) by American Electric Power Com-
pany, Inc. (AEP) will in all probability yield
substantial benefits to the 1.2 million people in
CSOE's service area and to the many other people;

j served by Ohio's municipally-owned systems; con-
1 cluding, inter alia, that CSOE's arrangements -

j involving undivided ownership interests in elec-
j. tric facilities with CGE and DPL could not pro-

|
vide CSOE with the potential economies and effi-

: ciencies anticipated by its affiliation with AEP, ,

and stating that it would be prepared to issue ani

order approving the acquisition if AEP's proposed;

1 arrangement with the Ohio municipal electric
l utilities were to be set forth in an executed,-
i contract with them, and updated materials as to

the fairness of the exchange ratio submitted to
j SEC.
i

! Negotiations between representatives of CSOE,
j AEP and the Ohio municipal electric systems en-

sued which resulted in the execution and delivery
,

! of a Coordination Agreement, dated as of May 1,
1979, among American Municipal Powar-Ohio, Inc.
(AMPO), CSOE, Ohio Power Company (OPCO), a sub-

i- sidiary of AEP, and AEP, a copy of which Coor-
dinaticn Agreement is attached as Exhibit No 2.

,

hereto.'

After the filing by AEP and CSOE of the Coor-
dination Agreement with SEC and the submission of-

1

f
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I

| updated data in support of the proposed exchange
I ratio, SEC issued on February 13, 1980 in the
| proceeding under the 1935 Act a Supplemental Memo-

randum and Order (HCAR No. 21433), a copy of
which is attached hereto as Exhibit No. 3, approv-
ing the acquisition of Common Shares of CSOE by
AEP. The Department of Justice, a party to the
proceeding before SEC, did not at that time take
action to preclude the completion of.the acquisi-
tion so authorized by SEC. Promptly thereafter,
on March 28, 1980, af ter clearance by SEC of the
proposed offering circular (HCAR No. 21498), AEP
extended to holders of Common Shares of CSOE the .

opportunity to exchange such Common Shares for
shares of Common Stock of AEP on the terms
approved by SEC.

On May 9, 1980, the requisite number of C-
ommon Shares of CSOE having been tendered for
exchange pursuant to AEP's Exchange Offer, AEP
declared its Exchange Offer effective and, upon

I completion of the other steps described in SEC's
Supplemental Memorandum and Order of February 13,
1980, AEP consummated exchanges of tendered Com-
mon Shares of CSOE for shares of Common Stock of
AEP. Through October 31, 1980 AEP acquired
16,096,366 or 98.1% of the 16,410,426 outstanding
Common Shares of CSOE pursuant to AEP's Exchange
Offer.

On October 30, 1980 SEC approved (HCAR No.
21768) a plan filed by AEP and CSOE under Section
life) of the 1935 Act for the retirement, on the
same terms as those contained in AEP's Exchange
Offer, of the remaining publicly-held Common
Shares of CSOE and on November 6, 1980 SEC made
application, a copy of which is attached hereto
as Exhibit No. 4, to the United States District
Court for the Southern District of Ohio, Eastern
Division, to enforce the provisions of the plan
pursuant to Sections 11(e) and 18(f) of the 1935
Act. On December 19, 1980, the Court issued an
order finding the plan appropriate to effectuate
the provisions of Section 11(b) (2) of the 1935
Act and enforcing the provisions of the plan. :

On November 7, 1980, AEP, CSOE and OPCO deliv-
ered to AMPO a letter, a copy of which is
attached as Exhibit No. 5 hereto, waiving, on the

- ._. _ . . _ _ _ . _ . . _ . . - . - . _ _. __
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i

terms therein set forth, any requirement that the
i Election Date under Section 1.3(a) of the Coordi-

nation Agreement occur on or before November 10,
i 1980 and also waiving, on the terms therein set
j forth, any requirement that the Election Date .

'

under Section 1.3(b) of the Coordination Agree-I

| ment occur on or before November 10, 1980. On

| December 5, 1980, AEP, CSOE and OPCO delivered to
' AMPO a letter, a copy of which in attached as

Exhibit No. 6 hereto, waiving, on the terms
therein set forth, any requirement that the Elec-
tion Date under Section 1.3(a) of the Coordin-
ation Agreement occur on or before December 31, .

1980 and also waiving, on the terms therein set
forth, any requirement that the Election Date
under Section 1.3(b) of the Coordination Agree-
ment occur on or before December 31, 1980. AEP
and CSOE understand that AMPO is proceeding with
an organizational and financing plan which, if
effected in accordance with the plan, will pro-
vide the municipal electric systems of. Ohio with
an opportunity to attain economies of scale and
the coordination of operations to & greater ex-
tent than previously achieved by such systen.s."

With respect to the questions in Item 1 of the
attachment to your letter of November 19, 1980, CSOE ad-
vises NRC that:

"In the early 1960's, CGE, CSOE and DPL
entered into arrangements cal.'.ing for the con-
struction and operation of ce::tain commonly-owned
generating facilities, and the associated trans-
mission, to obtain the benefits of economies of
scale for their customers. Six coal-fired gener-

units, aggregating 3560 MW in capacity have._.ati_ng_Eilt on this basis and one nuclear unitbeen b
(i.e., the Wm. H. Zimmer Unit No. 1) is still
under construction. Even prior to July 21, 1978,
when SEC issued its Opinion (ECAR 20633) CSOE had
commenced installing its generating capacity addi-
tions on a single-ownership basis, and CGE and
DPL had commenced installing units commonly-owned

|
' by CGE and DPL. Exhibit No. 7 shows the gener-

ating capacity additions installed, or planned to
be installed, by CGE, CSOE and DPL, and by CSOE
on a single-ownership basis, since 1969, and the
ownership participations in such capacity.

|

I

!
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|

Through this period, CGE, CSOE and DPL worked
closely together on all matters pertaining to the
planning, construction, and operation of the gen-
erating facilities commonly-owned by the three
systems, and the associated transmission, so as
to assure the greatest possible reliability and
economy to their customers. . Toward this end,
CGE, CSOE, and DPL established an Executive Com-
mittee, as well as an Engineering and Operating
Committee, a Legal Committee, an Accounting Com-
mittee, a Nuclear Finance Committee, and an Insur-
ance Committee, it being intended that all such
committees would carry out discussions, analyses, ,

and studies in their respective areas as re-
quired. Some of the committees have subcom-
mittees or working g~oups under them to carry outr
a variety of specific assignments. A recent
example of the organizational structure of these
committees is shown on Exhibit No. 8 hereto."

With respect to the questio,ns in Item 2 of the
attachment to your letter of November 19, 1980, CSOE ad-
vises NRC that:

|

|
"The acquisition of CSOE by AEP did not

i change, and is not expected to change, in any way

| the existing close working relationship among
J CGE, CSOE and DPL. CSOE continues, as in the

| past, to have its representatives participate in
I the work of the various committees, subcommit-

tees, and working groups previously described. t

CSOE did not acquire a larger proportional vote
in the deliberations of any of these committees,
subcommittees or working groups as a result of
its becoming a part of the AEP System. Also,
CSOE's coordination activities with respect to
neighboring utilities other than CGE and DPL are
not affected by AEP's acquisition of CSOE."

With respect to the questions in Item 3 of the
attachment to your letter of November 19, 1980, CSOE ad-
vises NRC that:

"During the calendar year 1979 CSOE effected
the power and energy transactions which CSOE re-
ported to the Federal Energy Regulatory Com-
mission (FERC) in the annual report of CSOE to
FERC on pages 412, 413, 424 and 424A of Form No.
1 for 1979 which are attached hereto as Exhibit

?

-- ------- _ .- ,_ ,_. . _ _ _ _ _ , , __ . _ _ _ , _ ,_
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No. 9. CSOS does not expect that its acquisition
by AEP will affect CSOE's policies with respect,

,

to CSOE's power and energy transactions with Ohio
Edison Company, Ohio Valley Electric Corporation

[
CGE or DPL, nor, except insofar as the municipal
electric systems served by CSOE at wholesale in;

1979 may participate in the future contractuali

i arrangements contemplated by the Coordination
! Agreement attached as Exhibit No. 2 hereto,

affect its policies with respect to such cus-;

!,
tomers. CSOE does contemplate that if the
arrangements contemplated by the Coordination
Agreement are effected as planned, CSOE will '

:

| thereafter participate in the transactions under
which municipal utilities not presently served by2

I CSOE will be served pursuant to the arrangements
contemplated by the Coordination Agreement."!

With respect to the questions in Item 4 of the
,

) attachment to your letter of November 19, 1980, CSOE ad-
vises NRC that: '

i

2 "In order to achieve for CSOE, AEP, its other
! operating subsidiary companies, and their cus-
i tomers, the many benefits visualized by the two
1 companies when they decided to proceed with their
| affiliation, and anticipated by the SEC when it
; approved the acquisition of Common Shares of CSOE
! by AEv, the planning and operation of bulk power
| supply facilities, i.e., major generation, extra
j high voltage transmission, and interconnections

with neighboring but non-affiliated utilities,
3
' must be done on an overall AEP System basis.
| Such planning and operation give full recognition.
j to the needs and internal resources of each of

the AEP System operating companies.
i

The planning and operation of the distri-
i bution, subtransmission, and area or regional

| transmission facilities of the AEP System, on the

| other hand, are specifically aimed at meeting the
: power requirements of customers in the particular
| area or region, and are handled accordingly. !

| In view of the above, stens alreadv have been-

taken to incorporate the planning activities of
! CSOE into the overall AEP System framework. Like-

wise, steps are now under way -- including engi-
: neering, design, and installation of appropriate
,

!
:

.-. - . - - - _ - , _- . _ _ , - . . - -- . _ - . . , - - . - . -
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'

metering and communication facilities -- to per-
! mit the operation of'CSOE's generating capacity,

and its bulk transmission, as an integral part of
the AEP System uwler circumstances designed to
achieve both of tne above-described objectives of

'

the System."

With respect to the reque -st contained in Item 5 of
the attachmettt to your letter of November 19, 1980, CSOE:

advises NRC that:

"A copy of the Coordination Agreement dated
*

as of May 1, 1979, among AMPO, CSOE, OPCO and .iEP
is attached as Exhibit No. 2 hereto and the
earlier (1974) Interconnection Agreement between
OPCO and AMPO is also attached as Appendix No. 1
to the Coordination Agreement."i

Very truly yours,
,

| AMERICAN ELECTRIC POWER
COMPANY, INC,

By
~

Jr.W. S 'Wh'
,

Chair'an c'. 'he Board and-.

Chief E:=cutive Officer
'

.

COLUMBUS AND SOUTHERN OHIO
ELECTRIC COMPANY

By < - -

B. T. Ray
President

State of Ohio )
# ) ss.:

Count f of Franklin )
.

The undersigned, a 11tary public, duly qualified,
commissioned and sworn, and acting in and for the County

,

and State aforesaid, hereby certifies that on this 22nd day
of December, 1980 the foregoing individuals duly subscribed
the foregoing letter and swore to the undersigned that the
information contained therein was true and correct to the

. - - .- . .



). .

,.. . .
|

|

Mr.-Jerome Saltzman 8- December 22, 1980

best of the knowledge, information and belief of,the
signers.

Notary Public

RUTH A.OHLINN
II01ARY PUBUC. SI A;t .. - --

NT C0mWtS510N (ArtliES..... 11. -
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NUCLEAR REGULATORY CG'4 MISSION
Docket No. 50-358A

Exhibits to letter, dated December 22, 1980
from

American Electric Power Company, Inc. and
Columbus and Southern Ohio Electric Coneanv

to i

Mr. Jerome Saltzman, Chief,
Utility Finance Branch,

Division of Engineering, of the
Office of Nuclear Reactor Regulation'

EXHIBIT NO. DOCUMENT

*1. Opinion, dated July 21, 1978 of SEC
(HCAR No. 20633)

2. Coordination Agretraent , dated as of
May 1, 1979, among, AMPO, CSOE, OPCO and AEP

3. Supplemental Memorandum and Order of SEC
(HCAR No. 21433)

4. Application by EEC to United States
District Court for the Southern District

,,

of Ohio, Eastern Division, to enforce
Section 11(e) Plan

5. Letter, dated November 7. 1980 from AEP,
CSOE and OPCO to AMPO, waiving certain
requirements as to Election Date.

6. Letter, dated December 5, 1980 from AEP,
,

CSOE and OPCO to AMPO, waiving certain
requirements as to Election Date

7. Schedule of Steam Electric Generating-

Capacity Additions

8. Membership of CCD committees

9. Exc.erpt,s (pages 412, 413, 424 and 424A)
from Report of CSOE to FET(C on FPC Form
No. 1
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for the Commission, by its Secretary, pursuant to Thomas E. Kauper, Milton J. Grossman, Joseph J.
Saunders, and Mark M. Levin, for the United States

aceegated authority. Department of Justice.
George A. Fitzsimmons
Secretary The Honorable William J. Brown, Attorney General of

the State of Ohio.

The Honorable C. Luther Hockman, Chairman, Public
Utilities Commission of the State of Ohio.

Philip P. Ardery, of Brown, Todd & Heyburn, for the
City of Omine. Onio, and the Ohio Munweal Elemic

Pl[BLIC UTILITY HOLDING COMPANY Association.
ACT OF 1935

J.R. Newlin and Edward S. Pinney, William B.
Marshall, Robert W. Olson, and Jonathan E. Colby, of

PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 Cravath, Swaine & Moore, for the Dayton Power and'

Release No. 20633/ July 21,1978 Light Company, Amicus Curiae.

Administrative Proceeding File No. 3-1476 William J. Moran and Edward S. Plnney, William B.
Marshall, Robert W. Olson, and Jonathan E. Colby, of

in the Matter of Cravath, Swaine & Moore. for the Cincinnati Gas &
Electric Company, Amicus Curlae.

AMERICAN ELECTHic POWER COMPANY, INC.
2 Broadway Aaron Levy, Grant G. Guthrie, Bernard Nash, Gary N.
New York, New York Sundick, and Douglas V. Pope, for the Commissien's

Division of Corporate Regulation.

(70-4596)
George Spiegel and James N. Horwood, of Spiegel &

| OPINION OF THE COMMISSION McDiarmid, for the City of Richmond, Indiana.
,

ACQUISITION OF SECURITIES OF INDEPENDENT John C. Elam, of Vorys, Sater, Seymcur & Pease, for
OPERATING ELECTRIC UTILITY BY the City of Columeus, Ohio.
REGISTERED HOLDING COMPANY

Robert P. Mone, of George Greek, King. McManon &
Acquisition Generally-Applicable standards McConnaughey, for Ohio Rural Electric Cocceratives.

Inc.
Registered public utility hciding company's application
for approval of proposed accuisition of all of common The Honorable James A. Rhodes, Governer of the State
stock of substantial operating company. conditioned by of Ohio.
settlement proposal to municipal utilities, approved in
principle, because of adecuate snowing that acquisition 1. INTRODUCTION
would produce efficiencies and economies and where The American Electric Power Company. Inc. (" AEP").,

no significant deteriment would result; but actual ao- a holding company registered as suen under the Public,
'

prova! deferred, pending clarification of applicant's Utility Holding Company Act of 1935 I"the Act"),
settlement offer wnien was material to the Commis- seeks to acouire all of the commen stock of the
sion's decision. Columbus and Southern Ohio Electric Comoany

("CSOE"), an all-electric company. AEP proposes to
APPEARANCESi effect the acquisition by istuing snares of its own

common stock to CSOE's present stockncicers. The
Richard M. Dicke, Rogers M. Doering, Albert X. contemplated exchange ratio is 1.3 shares of AEP
Bader, Jr., Luin P. Fitch. Jr., Patrick F. Walsh, Derek common for eacn share of CSOE common. AEP will not
C. Brown, John F. Keuther and James J. Haugh, of go forward unless at least 80% of CSOE's common is
Simpson Thacher & Bartlett, for American Electric tendered.1
Power Company, Inc.'

1 Experience in these situations suggests tnat a r esidualWilliam G. Porter, Jr. and Michae'l P. Graney, of.

/ Porter, Stanley, Platt & Arthur, for Columbus and minority interest in CSOE's common will probably have
Soutnern Ohio Electric Company. Continued on to//owing page
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Since, under Section 9 of the Act, AEP cannot proceed since 1975. This is the Commission's oldest case. It
without our approval, it has applied for an order of would not be useful to attempt to allocate responsibility .
Cporoval. CSOE, as well as the State of Ohio and the for the delay, but no doubt the Commission should bear b
City of Columbus, supports AEP. Moreover, Ohio's a share of the blame.
municipally-owned utility systems and the State's rural

| Ciectric cooperatives urge us to approve AEP's
| application. On the other hand, our Division of iii. DESCRIPTION OF THE AEP SYSTEM

Corporate Regulation, the Antitrust Division of the de-
| partment of Justice, two investor-owned utilities and The service area of the AEP system extends from
| the City of Richmond, Indiana oppose the application. southeastern Virginir, and a small portion of eastern

Tennessee in a generally northwesterly direction to
| southwestern Michigan.3 AEP does not, however, sell

11 HISTORY OF THE CASE electricity to the entirety of any state but rather serves
portions of Indiana, Kentucky, Ohio. Tennessee,

AEP's application was filed in February,1968. Virginia, West Virginia, and Micnigan, its most im-
| Hearings commenced several months later and were portant subsidiary is the Ohio Power Company (" Ohio
! concluded on November 8,1968. Thereafter, in April, Power"), which is the largest electric utility company in
'

1969. AEP moved to reopen the preceedings for the Ohio. AEP's service territory has a total area of about
purpose of submitting additional evidence relating to 42,000 square miles and an aggregate population of
the possible anticompetitive effects of the proposed ac- about 6.300,000. In calendar year 1977, AEP's gross
quisition. Its motion was granted in June of 1969. operating revenues came to over $2 billion. Other
Howe'ver, as a result of delays, due primarily to pro. pertinent statistics, as of the end of 1977, are set forth
cedural requests by the parties and by other persons below:
seeking to intervene in this proceeding, the testimonial
rsvidence did not commence until January,1970. In tne TOTAL ASSETS S7.44. billion-

interim, the State of Ohio and its Public Utilities Com-
mission, the United States Department of Justice, and DEPRECIATED HISTORICAL COSTS
vuicus rnunicipalities in Ohio became participants in OF CONSOLIDATED UTILITY
the proceeding, as did CSOE The record was finally PLANT S6.14 billion-

closed in January,1972. Following extensive briefing, b
the administrative law judge rendered his initial SYSTEM CAPABILITY 17261 megawatts --

decision in July of 1973. This decision denied AEP's 30 ("MW")ofication primarily upon the basis of competitive con.
siderations and an inadecua'e showing that specific
s'.vings would result from the acquisition. In purely physical terms (generating ca acity and

quantity of electric power sold) AEP is the largest in-
The Commission heard oral argument in October,1974 vestor-owned utility in the nation. In financial terms
Upon considering the matter, the Commission (value of assets and amount of revenues) three otner
concluded that the factual ' cord, much of which had utility systems are larger than AEP.4
bten compiled in 1968, was out of date in view of de-
velopments since that time and in August,1975, re- AEP's service area is largely rural and small-town. The
quested the carties to provide material to update the largest community served is Fort Wayne, Indiana with
ca'iler data.2 This process was completed in 1976. The a population of some 180,000. Because AEP does not
c'ecision has since been further delayed primarily as a serve any large city, it can do more with a collar of
result of changes in the comcosition of the Commission capital investment than a metropolitan system whien is

subject to greater environmental requirements. Mucn

Continued from preceding page

to be eliminated. AEP has agreed to take appropriate
steps to eliminate any sucn minority interest. Thus, 30ur findings are based on an Independent review of - ;
there is no basis under Section 10(c)(1) for any adverse tne record and on public documents.
findings on tne ground tnat the resultant coroorate
structure would be unduly complicated. See Eastern done of the three. The Southern Company, is a holdingGas and Fuel Associates, 43 S. .C. 524, 540 (1967). company registered with us under the Holding

Company Act. The otiser two, Pacific Gas & Electric ,
2Public Utility Holding Compa.ty Act Release No. Company and Consolidated Edison Company, are in- V
19145 (August 27. 1975), 7 SEC Docket 731 dependent operating companies.
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units. The pool members are building a seventhcf AEP's business comes from bulk power sales to
industrial customers and to distributors of electric generator that will also be owned in common.
power wnose own generating capacity is insufficient to

*

satisfy their demand. Over the years, AEP has grown The pool members in the 1960's also explored the
and flourisned on this business. Because of the possibility of combining into a single integrated system
economic.geograony of its system, its bulk power which mignt have entailed the formation of a new
business and its acknowledged efficiency, AEP's rates, holding company. But AEP's offer to acquire CSOE put

,

over tne years, have been the lowest of any other an end to such discussions, Although the CCD pool re-

| investor-owned utility in Ohio. mains in being and the thrse companies continue to
work together through it, CSOE's management now

|
.

Icoks to AEP as its principal long-term partner, it
j claims it has no present interest in forming closer links
|

IV. THE CSOE SYSTEM
with the two other pool members. CGE and OPL. on the

CSOE an essentially urban system, succlies power to other hand, argue that the loss of CSOE, wnich has
most of the City of Columbus. Cclumbus, the capital of almost one-third of the pool's total resources, will nave
Ohio, the site of Ohio State University, and a thriving an adverse effect on their competitive position.
city, has a population of about 540.000. The Columbus

i
,

metropolitan area from which CSOE derives
acproximately 80% of its revenues has a population of B. Public Power
over 1.000,000.

Beyond the investor owned companies, there are two
Though far smaller tnan AEP, CSOE is itself a sub- forms of public power in Ohio: (1) rural electric co-
stantial company. Its service area has a pcoulation of operatives (the "cocceratives"), wnich are consumer-
about 1.3 million and its 1977 gress operating revenues owned, and (2) municically-owned utilities ("munici-
exceeded 5320 million. CSOE's assets at the end of that pals"). The cooperatives serve about 60% of the land
year were about $1.253 billion, of wnich over $1. billion area of Ohio and have about 165,000 customers. The'

represented electric utility olant. Its net generating area served is largely rural and is spread throughout the
capacity at that time was 2,480 MW. State of Ohio.

Ohio's 28 rural ecoperatives are members of Buckeye
V. THE AREA OR REGION AFFECTED Power. Inc., a joint enterprise with AEP-the so-called*

" Buckeye Project." As part of that arrangement in
A. Investor-Owned Companies 1968, Ohio Power sold one of its 600 megawatt units at

its Cardinal Station to Buckeye. The coo:eratives' fear
Investor-owned comeanies provide mest of the State of tnat this generator might be larger than their im-
Onio's electric power. AEP's Ohio subsidiary, Ohio mediate needs called for was allayed by Ohio Power's
Power. is by far the largest of these com0anies. Some of commitment to buy the surplus power, if any.
Its transmission lines pass tnrougn the service area of
CSOE. There are six other large investor-owned electric in additien, Ohio Power agreed to provide backu:
utility systems, including CSOE. In the State. CSOE's power to the ccoperatives from Ohio Power units.
service area it contigucus to these of two of the Finally, under the agreement Ohio Power must makc
companies. tne Cincinnati Gas & Electric Company its transmission system available for the purpose of

I ("CGE") and the Dayton Pcwer and Lignt Company transmitting energy to over 200 delivery points, located
("DDL"L which are botn combination gas and elactric in 60 of the 87 counties in Ohio. This was seen as a way,

companies. for the Buckeye members to avoid the substantial cost

|
of constructing transmission f acilities to carry ineir

| The electric utility operations of CSOE. CGE, and OPL loads.
are roughly the same size. In the late 1950's, eacn
system reall:ed that it was too small to take advantage The peak demand of the Buckeye members on their unit
of contemporary tecnnalogy. Together they began to at the Cardinal Stati;n was less than 300 MW in 1968. It
explore the feasibility of joint cperations that would increased througho;t the intervening years to a peak of-

enable them to own and operate large generating units ab;ut 849 MW in January,1977. Under the terms of the
for the common benefit of all three companies. This re- 1968 agreement, this growth necessitated plans for the
lationsnip among the three ecmcanies has become construction of anotner 600 MW unit at tne Cardinal
known as the "CCD pool." Acting together, the pool Station to be owned by tns Buckeye members. This
members have built and placed into commercial opera- new unit was placed in commercial cceration recently.
tion six large generating units. Each of the three As the cooperatives point out, they have prospered
participating companies is a part owner of each of these under "this landmark project."*
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There are more than 80 municipally owned systems in Power will sell to or construct for the municipais one or
Onio whien. in the aggregate, serve some 240.000 more generating ur.its having a capacity of between 600

i customers. !ske the cooperatives, the municioals are MW and 1300 MW.8 Should suen unit or units produco .
found all over the State and face a problem similar to more power than the municipals need. the proposal -

that once faced by the cooperatives. They lack modern provides that Ohio Power will buy the excess energy.
Iow cost generating capacity eitner because they have Converse |y. if the municipais need additional power.
no sucn cacacity at all or because the small scale of the Cnio Power will provide back up frcm its own
generating facilities they have makes them inefficient. generators to firm up scheduled deliveries. i:inally.
Of the municsoals. we are told, fewer than 20 generate Onio Power has undertaken as part of the arrangement
all the electricity they need, nine generate part of their to assist the municicals in buying fuel and to celiver
needs and the remainder distribute purchased power. power over its bulk transmission facilities to municipal
The aggregate generating capacity owned and coerated delivery points in Ohio.
by a!! municipal distribution systems in Ohio is about

5622 MW. The total non-coincident peak demano of the
' electric distribution systems of municipal corporations VI. THE STATUTORY STANDARDS

in Ohio is about 1,000 MW.
An acquisition of securities such as this is unlawful un.

When the municipals do not generate their own power, less we accrove it under Section 10 of the Act. The two
they purchase powerin the wnclesale market and pay a provisions of that section which are eniefly involved are
markup. They complain tnat these markups are ex- Section 10(b)(1) and Section 10(c)(2). Section 10(b)(1)
cessive and that they sometimes find it difficult to get precludes approval of an accuisition if the Commission
power at all. finds that

The municipally-owned systems are eager for an ar- "suen accuisition will tend towards inter.
rangement similar to the Buckeye Project. They claim locking relations or the concentration of
that, without an assured supply of reliable, low-cost control of public utility ecmcanies, of a kind
power. their demise and absorption by the investor- or to an extent detrimental to the puelic

owned companies is only a matter of time, interest or the interest of investors or con-
sumers."

The municipals. which are leagued in an organization g
,

called the Ohio Municipal Electric Association Section 10(c)(2) provides that the Commission snall not \~ '

("OMEA"). initially intervened in opposition to AEP's approve suen an accuisiticn unless
proposal. However, af ter the record closed, tnev joined
with AEP in a so-called " settlement proposal"O whien "the Commission finds that such acquisition
has been filed with us. AEP has proposed that the will serve the public interest by tending to-
terms and conditions in that sett;ement be prescribed wards the economical and efficient develop-
as special conditions, whien may be imposed pursuant ment of an integrated puclic-utility system."
to Section 10(e) of the Act. to an orcer approving the ac-
quisition.7 The settlement propcsal provides that Ohio The key term " integrated cublic-u'tility system" is de-

fined in fection 2(a)(29(A) as follows:
,

SThe non-coincident peak demand of two or more
utilities is the total of the peak demanf ach utility,'

' no matter at wnat day or time it occurs. It should be tion of securities or utility assets, may prescribe such
contrasted with the coincident peak demand wnich is

terms and conditions m rescect of such accuisition, m-
the total of the peak demano of each utility occurrmg at cluding the price to be paid for such securities or utility

' the same time. assets. as the Commission may find necessary or ap-
propriate in the public interest or for tne protection of

6This term is something of a misnomer. A proceeding investors or consumers."
i suen as this can nardly be " settled" in the sense of ar-
( riving at a negotiated result. Ratner, we view this pro- See generally Municipal Electric Association v. S.E.C.,

posal as simply a prcposed amendme.it to AEP's ao- 413 F.2d 1052,1CSO (C. A.D.C.,1969).,

| plication. which is intenced~to deal with the objections
of the municipais to the original application.

8The unit or units will be owned and ocerated by AMP-
Section 10(e) provides: Ohio, a corporation to be organized by representatives7

of the municioals to own and operate facilities for the (,
"The Commission. In any order approving the acquisi- transmission and distributten of electric power.
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"(A) As applied to electric utility com- own. The Act was the product of these studies and of

panies, a system consisting of one or more the deplorable situation which they revealed.12'

units of generating plants and/or trans-

( mission lines and/or distributing facilities, The Act, therefore, focused on the elimination of the,

whose utility assets, whether owned by one perceived abuses and excesses against which it was
or more electric utility companies, are directed. The key provision is Section 11(b) which re-
physically Interconnected or capable of quires the Commission, with narrow exceotions, to
physical interconnection and which under limit each holding company system to a single "in-
normal conditions may be economically tegrated public-utility system" as defined in Section
operated as a single interconnected and co- 2(a)(29). This provision has been referred to by the
ordinated system confined in its operations Supreme Court as the " heart of the Act."13 and its im-*

to a single area or region, in onegar more piementation was a principal etivity of the Commission
States, not so large as to impair (considering during the early years of the Act's history.

-
the state of the art and the area or region af-
fected) the advantages of localized manage- Various other provisiens of the Act were designed to
ment, efficient operation, and the effective- provide for the continuing regulation of registered
ness of regulation:" holding company systems both before and after they

came into compilance with Section 11(b). These pro-
Aside from the physicat interu.,nnection and single area visions were, of course, also designed to prevent a
requirements of Section 2(a)(29)(A), the wording of recurrence of the practices which gave rise to the
these standards is rather general, and it, accordingly. Act.14
appears necessary to consider them in the context of
the general purpcse, history and objectives of the Act. Section 10 in particular was intended to prevent ac-

quisitions which would be " attended by the evils which
:

.

The statute was enacted against a background of un- have featured the past growth of holding
1 bridled and unsound expansion of utility holding companies."15

companies controlling utilities scattered from coast to
,

coast.9 These systems were not based upon any!

rational pattern of utility system structure, but rather
A. Integration Standards of Section 2(a)(29)(A)

, were an exercise in empire building based primarily on
! financial considerations and financial maneuvering.

Holding companies were piled on top of holding com- Section 10(c)(2) requires a finding that an accuisition,

*

will tend towards the economical and efficient develop-panies resulting in highly leveraged corporate struc-
tures of extraordinary comolexity. The end result was ment of an integrated public-utility system. Section
that the top holding companies controlled vast amounts 2(a)(29) defines such a system primarily in terms of
of utility assets with a minimum of equity invest- physical and geograohical integration and efficiency.
ment.10 With the onset of the Great Depression, many These coposing the accuisition etaim that AEP has net
of these systems encountered severe financial demonstrated that the accuisition will result in any

| difficulties.ll in the late 1920's, the Congress directed economies or efficiencies and that the resultant entity
the Federal Trade Commission to make a study of the cannot satisfy all of the integration standarcs of Section
holding company problems and thereaf ter Congression- 2(a)(29)(A). The latter argument focuses primarily on
al committees conducted extensive studies on their the size of the intended system.

1

.

12 .R. Rep. No. 1318,74th Ceng.,1st Sess. (1935); S.'

9 ee, e.g., S. Rep. No. 621 74th Cong.,1st Sess. 55 HS

(1935). Rep. No. 621,74th Ccng.,1st Sess. (1935).

13 .E.C. v. New England Electric System. 384 U.S.10ld, at 55-56. See also Federal Trade Commission, S.

Utility Corporattuns, S. Doc. No. 92, 70th Cong.,1st 176, 160 (1966): North American Company v. S.E.C..
Sess. Part 72A, pp.136-59 (1935). 327 U.S. 686, 704 n.14 (1946).

14See, e.g., Sections 12,13 and 17(c).IlSee The United Corporation,13 S.E.C. 854 (1943);

j The Commonwealth & Southern Corporation,26 S.E.C.15H.R. Rep. No. 1318,74th Corig.,1st Sess. 16 (1935).
464 (1947)..
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It is undisputed, however, that adding CSOE to the in addition Section 10(b)(1), which is urged upon us a3,

AEP system meets certain of the criteria of Section the basis for denial of the application, is more generat. it
: requires disapproval if we find that the acquisition WH1
! 2(a)(29(A);

tend towards
%

(1) The electric utility systams of CSOE "the concentration of contrel of pubilc-and AEP are geographically contiguous,
would be physically interconnected and are utility companies, of a kind or to an extent

detrimental to the public interest or the
4 capable of being operated as a single "

Interest of investors or consumers.system.

The standards in these sections were relatively easy to(2) The combined system would operate

|
within a single area or region. apply to the huge, complex, and irrational holding com-

any systems' at which the Act war primarily aimed;
J

This conclusion also seems to have been reached, at such systems clearly contravened these standards as
1:sst by implication, in 1946 when the Commission well as the physical ones. But those standards were,

1

'

i considered and cented the application discussed below and are now, difficult to aoply to a system like AEP.
by AEP (then known as American Gas and Electric, wnich is large but efficient, with, or without CSOE.

! Company) to acquire CSOE.16 Our predecessors wrestled with this problem in 1945,18
as well as in 1946.'

t Specifically, CSOE is now interconnected with the
clectric facilities of Ohio Power at several points and is AEP and its predecessors, originalg controlled by

Electric Bond and Share Company,1 owned in 1945capable of interconnection at additional points with that
system. Moreover. CSOE !s located almost in {ne center essentially Its present system, then called the " central

! cf the AEP system and has been likened to the hole in system," together with additional systems in New
,

! the middle of a doughnut. The AEP system is un- Jersey and Pennsylvania. The Commission held that
questionaoly efficient and the additicn of CSOE to the Section 11(b) recuired the divestiture of the New Jersey

and Pennsylvania systems, but that the " centralsystem would seem to t's a natural development.171 system," was a single " integrated public utility
j system," within the meaning of Section 2(a)(29)(A),
; and therefore could be retained under Section 11(b).
j ygg, 3ge. The Commission had little difficulty in concluding that~

\ej
e al g al staMards wm met, but

4 Section 2(a)(29)(A) further requires that the system be stated that the central system " approaches the maxi-
~

j
Ze w w be msWem wM me mer

l "not ;o large as to impair (considering the e e ents of Sedon 2(aH299) and poWed out
i state cf the art and the area or region that they were merely authorizing the continuance of

affected) the advantages of localized man- e a s qd AM not appomg Te cea of a
agement, efficient operation, and the ef- new holding company over the central system." 1 -

' factiveness of regulation."
This foreshadowed the conclusion, develoced more

'

fully in the 1946 Decision, tnat the Act seems to con-
template a more rigorous standard in terms of per.

j missible size and concentration of cor. trol for new ac-'

'!6 merican Gas and Electric Company,22 S.E.C. 808,A
811-12 (1946) (the "1946 Decision").

1' 17The fact that CSOE was not originally included in the 18 merican Gas anc' Electric Company,21 S.E.C. 575.A
AEP system appears to have been a historical accident, (1945) (the "1945 Decision").
attributable to the illogical holding company structures
of the 1920's. CSOE was part of another holding com-

19 ee American Gas and Electric Company,9 S.E.C.Spany system, that of United Light and Power Company,
..

"

j
which involved numerous sub-holding comcanies. 247 (1941).

; utilities and other businesses scattered from Texas to
Ohio. The Commission in 1941 required the divestiture 1945 Decision at 596,
of CSOE from that system, thus giving rise to the pro-
coedings in 1946. See The United Light and Power

211945 Decision at 595. y
Company,9 S.E.C. 833 (1941) and 22 S.E.C. 754 (1946).

,
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impose any precis 311mits on h Idtng company growth.
quisitions than for the retainability of existing Both sections are couched in discretionary terms. They |
properties.22 This conclusion flows particularly from
the presence in the Act o: Section 10(b)(1), applicable require tne Commission to exercise its best judgment
only to acquisitions, which requires approval of an ac- as to the maximum size of a holding company in a
qu sition which will result in an undue concentration of particular area. considering the state of the art and thei

area or region affected. It is significant that in itseconomic power.
Statement of abuses and conditions which adversely
affect the public interest, the Congress condemned thein the 1946 proceeding, AEP had apolled for per,

mission to acquire the stock of CSOE. There our pre-
decessors,in a 21 decision, rejected AEP's application " growth and extension of holding com-
on the basis that it did not satisfy the acquisition panies [thatj bears no relation to economy of

standards of tne Act. The majority's rationale was that management and operation or the integra-
tion and coordination of related operating

"the substantially enlarged group of properties *"24

properties that would result from the acqui--

sition . . . cannot be found to be 'nct 30'

large as to impair . . . the advantages of Hence, the determination of whether to permit enlarge-

locall:ed management and the effectiveness ment of a system by acquisition is to be made on the

of regulation'."23 basis of all the circumstances, not on the basis of pre-.

conceived notions of size. Thus, althougn we said in
| The opinion, however, made no attempt to describe any 1945 that AEP approached the maximum size limit and'

evils which might ensue from the affiliation. Instead, it in June 1946, we allowed AEP to acquire anotner
empha, sized that an essential part of the spirit of the Act utility.20
was the desire to avert the process of concentration of

|
power which had characterized the growth of holding in sum, the framers of the Act were clearly concerned

about the evils of bigness, and tney pointed to certain
| companies.

problems which large holding company systems may
1113 therefore quite clear that the Act requires dis- create. On the caer hand, they were also aware that

f
approval of an aquisition which will result in a system the combination of isolated local utilities into an in-

i

I which is "too big," although it does not specify what tegrated system afforded opportunities for economies
t "too big" is. The opponents of the acquisition,

however, sel:Ing on the decisions in 1945 and 1946,
claim that Section 10 limits holding company system
size per se, without reference to economies and 24Section 1(b)(4) of the Act.
ef ficiencies stemming from the acquisition, and that the

| resulting AEPf CSOE system will exceed those limits. 5 Midland Utilities Company,24 S.E.C. 463 (1946). In
|

They also argue that the CCD pool can effect aff the
claimed economles without impairing CSOE's that case, we said:'

Independence. Finally, they claim that the resulting "True, we concluded that the sheer si:e of|
size of the entity will imo3ir the " benefits of locali:ed the . . . combination with Columbus and
management, efficient operation and the effectiveness Southern Ohio would have been too large.

I of regulation" and, thus, cannot be approved. However, we did not impose an absolute
limitation on further acquisitions of any
kind. We affirmed tnat the C3ntral system

| A. Size Per Se [as AEP was known then) approached the'

| maximum si:e permissible under the
While Congress imposed the duty on the Commission standards of the Act, but we said the issue in

'

in both Section 10(b)(1) and Section 10fc)(2) to consider each case depends upon the facts and
the st e of the combined system before granting ap, specific cJnsiderations applicable to the.

provas of any acquisition, neither section can be said to case." 24 S.E.C. at 505.

See also American Gas and Electric Company, 32
S.E.C.130 (1950); American Electric Power Company,
Inc., 43 S.E.C. 407 (1967), and Ohio Power Company,
44 S.E.C. 340 (1970). Cf. Ohio Edison Company, 30

,21946 Decision at 815. S.E.C: 613,62122 (1949); The Southern Company, 31
S.E.C. 821, 833 (195C); and Mississippi Valley

} 231946 Decision at 816-17. Generating Company, 36 S.E.C.159,186 (1955).
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of scale, the elimination of duplicate faciflties and ac- AEP has been able to availitself of the new technology,
tivities, the snaring of production capacity and reserves and its efficiency is not seriously questioned. While

I and generally more efficient operations. They wisned to CSOE is of substantial size, it is clear that it is not big
preserve these opportunities while avoiding an excess enough by itself to take full advantage of the economies I.

of concentration anc bigness, of scale which contemporary technolcgy permits.
1

These developments have led to a debate as to how the [
B. The State of the Art (Pools vs. Integrated Systems) electric utility ind'rstry should be structured in order to '

take full advantage of modern technology.
Section 2(a)f29)(A) requires that a determination as to

,

whether or not a system is too large be made upon con- Those coposing the application argue tha; a pool such
sideration of "the state of the art." In the years since as CCD makes it possible for a utility such as CSOE to
World War ll, tnere have been imocrtant changes in obtain the economies of scale offered by modern tecn-
th3 technology of electric generation and distribution nology while preserving its indeoendence, and that this
which have, in turn, brought about significant changes solution is preferable to making an already large
in the economics and structure of the electric utility system such as AEP even larger. But this argument
industry. This process is continuing, and the ultimate assumes that a pool is inherently an adequate

outcome cannot now be foreseen. substitute for an integrated system. This is not neces-
sarily so. Administration of a pool requires a censensus

Two , major %etopments in the technclogy are among independent entitles whose interests are not
p!rlicularl) 'mportant for prssent purposes: Identical. As AEP's expert witness on bulk power

supply planning testified, pools inevitably " wind up
(1) $here has been a tremendous increase having the lowest common denominator." A study
in the capacity of individual generating made for the Federal Energy Administration, and
units. The optimum size of generators is far entitled " Structural Reform in the Electric Power
larger than it used to be. Industry",27 reached a similar conclusica. That study

explained that " voluntary coordination" is afflicted by
(2) It has become ecssible to transmit " organizational proclems involved in operating and
electricity economically and efficiently over planning as one system the activities of many individua!
greater distances. Electrical energy can be systems, sach with their own objectives and peculiar
and is moved across entire regions, a feat problems."28 y
which was not previously possible. -

|

| Soo generally Federal Power Commission,1970
National Power Survey, Part I, Chapters 5 and 13.

| Since a large generator generally costs less to build and policy determinations called for in a Holding
thEn two or more small enes having the same aggregate Company Act cace such as this. See Union Electric

| c1pacity, and since the generating plant no longer has Company, Holding Company Act Release No.18368

| to be in close proximity to the community in which the ( Acril 10.1974), 4 SEC Docket 89,100 n. 52, aff'd sub
electricity is used, the concept of self-contained, local nom. City of Cape Girardeau v. S.E.C., 521 F.2d 324
utility systems in eacn community has become tech- (C. A. 0.C.,1975).
nologically otsolete.

27 Federal Energy Administration, Structural Reform in
Uncer the conditions prevailing in 1935, there was no the Electric Power Industry (FEA) G-76/323 (1976).
st'ong economic or technical need for grouping a larger The Federal Energy Administration, now a part of tne
number of local utilities under one holding company, Ceoartment of Energy, pointed out that, although it
nor were the pre-1935 systems crganized on any such had commissioned the study, the conclusions tnere
basis. But now there are tecnnological justifications for

large systems spanning many states.This was not cieg pgg,ssed do not necessarily reflect the views of the
exore

in 1945 or 1946 when we considered the si:e of AEP.

28td. at 32. The Report explained its conclusions as -

follows:
l

| 26This change in the state of the art would serve to " Equitable apportioning . . . costs and ben-
distinguish the 1946 Decision-even if we were efits . . . can be very difficult. Large

disposed. which we are not, to apDiy concepts such as firms . . . provide greater benefits to a pool
bres judicata or stare decisis to the essentially regulatory Continued on following s.tge .
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indeed, AEP, as well as industry authorities, conclude in any event, as explained below, we do not believe that .

Ithat the existing systems are fragmented and too small, the pool as presently constituted can provide CSOE
and that 12 to 15 fully integrated systems, eacn under a with the potential aconomies and officiencies
single management, should, and ultimately will, be anticipated by its affittation with AEP.32
brought into being in this country, For example, a

,

i Brookings Institution study asserted that the Holding
Company Act's atomization of the electric power in- C. Localized Management and Effective Regulation
dustry is now as undesiratie as the over-concentration

1
of earlier years had been under the technology of that insofar as the standards of Section 2(a)(29) relating to
day.29 size are concerned, as Commissioner Caffrey pointed

; out in dissent in the 1946 Decision, the specific con-
|

j The pooling issue is one aspect of the major debate, siderations enumerated in the last clause are difficult to
J referred to above, as to what should be the future apply in a case such as this. The first factor is impair-

structure of the electric utility industry.30 We will not ment of "the advantages of localized management."
undertake to resolve these issues since they are beyond The majority in the 1946 Decision taid some stress on' ~

.

1
our mandate in this case and because they are within - the tact that AEP's system is located in the Middle

j the province of the Congress and the Department of West and South, but its headcuarters are in New York.
; Energy. It is enough for present puroeses to conclude However, the present-day ease of communication and2

i
that the concept of an integrated public utility system transportation, as contrasted with that of 1946, makes
mandated by the Act has physical location of management's offices a less
development of pooling.3,not been superseded by the important factor in determining what is in the public{ .

1i

Interest.:
1

i Furthermore, even in his 1946 dissent, Commissioner
I

$ Caffrey noted that the AEP management accearec

|
Continuea from preceding page responsive to local needs, and that the locus of manage- |

1
in relation to those they receive than do ment was not regarded as an obstacle in the 1945 De-

cision.We see no reason to question AEP's continuing
f smaller ones, Deciding oa the way system commitment to the Ohio Valley where its activities are i

transmission costs should be shared canj centered. In fact, although we are not requiring it AEP |
; f consume seemingly Interminable periods for

| negotiation. Poot members in rural areas now prdposes to move its operating headquarters to

j may be reluctant to have plants built within
,

their territories in crder to supply power to 1
'

! distant urban centers. Even the basic task of
j effectively reaching dr.cisiens can be a sig-
i nificant prob'2m. Such difficuttles should 3 Even though the pool continues to it.6ction CGE and
j not be underestimated. Problems associated DPL claim that AEP's proposal will disrupt the evolu-
i with management by committee and dis.

tion of the scol. AEP denies this and asserts that it| agreements over cost accortionment have would t,e glad to join the pool, thus increasing its
i led to the breakup, for example, of the

poteritial. CGE and DPL, however, do not acoear to
| Carolinas-Virginia Power Pool and the wacome AEP as a partner. AEP has proccaed to botn
i !!!inois-Missouri Pool." Id. utilities that, if they so elect, it w!!i participate with
| them as if it, rather than CSCE, were a participant in'

| 29Hughes, Scale Frontiers in Electric Power, in Tech- the CCD pool. The twc utilities and other opponents te

i nological Change in Regulated Industries 76, Capron, the acquisitloa. argue in effect that AEP cannot be
ed. (1971). trusted c'nce it does not need the pool and would tencd

t cominate it. The record contains no evidence on this
issue. Hence, we must assume that AEP's of fer is mace*

30 ee Federal Power Co%ntssion,1970 Natbnal Power in good faith and will be honored. There are two af- !
S firmative reasons in suoport of our assumption. AEP in i,

j Survey, Part I, I 17 30 and I 1-12. the past has cooperated with both private ano public
1 utilities in building bulk facilities and has been in-

1
tn New Engism.; glectric System, Holding Company ctrumentalin setting up the present highly-coordinatec31

j Act Release No. 18801, 6 SEC Docket 225 (1975), we transmission system in tnat region of the United States.

1- merely found that the necessary economies and ef- Moreover, every utility in the United States, because c:
ficiencies had not been shown. Indeed, we Indicated the large capital costs of g,1erating equipment, it;
that the standards of Section 10(b)(1) did not preclude under financial strain and likely would find cooperation i

j
approval. 6 SEC Decket at 228. helpful in its future construction program.

!
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|clumbus if the application is approved. AEP has also own standards for acquisitions, and the only mention of
avised us that the present me.nagement of CSOE will " competition" is found in its preamble in Section '~

j emain sucstantla!!y intact. 1(b)(2), which states that " evils result" from the
' " restraint of free and independent competition" *

"hD second issue, the advantages of efficient opera- inherent in self-dealing transactions between a holding
0 |lins,is discussed below, under the heading "Efficien- company and its utility subsid'ariesr

- :les and Economies." Witn regard to the third factor,
! Iffectiveness of regulation, the Congress was con. We believe that the absence of conventional antitrust

:erned that the holding company device might be used standards, such as restraint on competition, in the sub-
o impede state regulation. That does not seem to be a stantive provisions dealing with acquisitions reflects a -

3roblem here. CSOE would continue to be subject to . deliberate recognition by the Congress that competition
| *egulation by the Ohio Public Utilities Commission, as in the electric utility industry operates only in some-

| Dhlo Power Comeany is now. Neither Chlo nor its what limited areas and under special circumstances.
Jtilities Commission appears to be concerned that its This does not mean that competitive considerations are

irrelevant, but it dces mean that they are different.37'G0uin'tlen will be impaired: they support the
toplicition.33 in sum, examination of the specific con-
: erns set forth in Section 2(a)(29) does not Indicate that
his application should be denied.

compete. Since this kind of issue, although found to be
within the Commission's jurisdiction, is not expressly*

/llt.. COMPETITION dealt with in the Act, the court, understandably, relled
on antitrust concepts in determining that this exclusion

Nhtn:ver one is required to consider the permissible was contrary to the public interest standard of Section
ilze of a business enterprise, questions of competition 10(b)(1). In the present case, by contrast, the issue is'

and Entitrust inevitably arise. Indeed, the opinion of the whether a holding company can accuire a utility. This is
administratvie law judge In the instant case seems to one of the central issues for which the Act provides
it:W this as, in |arge measure, an antitrust-type case, specific Mandards.
:entrolled by Section 7 of the Clayton Act, which
'orbids certain accuisitions whose effect "may be sub- 36We respectfully suggest that the Court of Appeals in
5ttntially to le en competition, or to tend to create a Municipal Electric, supra note 35, and the Supreme ('a monopoly." The language, if net necessarily the Court in S.E.C. v. New England Electric System, 384
Soldings, of certaingdicial de0!sions may be thought to U.S.176,183 (1966), quoted by the Court of Appeals,
lupport that view.-- The Act, however, contains its have perhaps indulged in some hyperbole, i,n dicta by

citing Section 1(b)(2) for the procesition that "elimina-
tion of ' restraint of free and independent competition,"
is "a theme that runs throughout the Act." Section
1(b)(2) refers to the evils which may result when
holding comoanies over-reach their utility subsidiaries

33That Commissien, a party to this proceeding, in supplying " services, construction work, equipment,
rGpresents that, if it were within its jurisdiction, it and materials."
w:uld find the present transaction to be in the public
int: rest and approve it. 37tndeed, what the Supreme Court recently said in Gulf

States Utilities Company v. F P.C., 411 U.S. 747, 759
.

3415 'U.S.C. $18.
(1973), about the Federal Power Commission, now the
Federal Energy Regulatory Commission, applies with
eoual force to the S.E.C.:

35The administrative law judge rellew leavily on the
court's reference to antitrust considerations as bearing "The [ Federal Power] Act did not render

I upon determ! nations u,nder Section 10(b)(1) in antitrust policy irrelevant to the Commis-
! Municipal Electric Association v. S.E.C.,413 F.2d 1052 sion's regulation of the electric power in-

| (C.A.D.C.,1969). That case, however, presented an dustry, indeed, withm the confines of a
,

entircly different Issue. A number of investor-owned basic natural monopoly structure. Ilmited
utilities in New England had joined together to con. competition of the sort protected by the anti-

| struct a large nuclear generating station wnich was ex- trust laws seems to have been anticipated."
pected to provide a great deal of low-cost power. A
group of municipal u'ilities sought direct participation See also F.P.C. v. Conway, 425 U.S. 271, 279 (1976);
in tha project but were denied it. They contended that Northern Natural Gas Co. v. F.P.C.,399 F.2d 953,960-
this exclusion would gravely injure their ability to 61 (C.A.D.C.,1963). -
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Specifically, each utility company in the AEP system are large users of electricity (such as the aluminum re-
has a monopoly to supply electricity within its desig- duction and electric furnace steel Industries) into the
nated service area so that retail compet! tion, at least, territory cf the particular utility by offering them favor-~

witnfrdhat area is foreclosed.36 This is the normal pat- able rates and other services. This type of competition
tern in the electric utility industry since retall com- has, of course, not been confined within the boundaries

;-
'

petition between electric companies in the same city of of Ohio. AEP has been very successful in this effort,
area has been determined by long experience to involve and it is argued that its acquisition of CSOE would

i
such duplication ano inefficiency as to be contrary to further its potential for such success, to the competitive
the public interest.39 Rates, moreover, are controlled disadvantage of other electric utilities in tne region,
not by the market place, but by regulatory authertiles. such as CGE and DPL. On the other hand, AEP argues

;

; that the acquisition will give it no advantages in com-.

j
Nonetheless, the opponents to the accuisition argue petition for industry that it does not already have and

|
. that there are areas in which electric power companies that such competition fer industry as there is comes,

can compete. Two principal types of competition have primarily from the Tennessee Valley Authority, and will
; been identified in the record as involved in thi:' not be affected by this case.; .

procecding, on which there aopears to be agreement
that Ohio is the relevant market except as otherwise This argument centers upon whether or not the CCD

i noted. These are referred to as industrial and wholesale poci members are, or could be, effective competitive
| rivals to AEP for these industrial loads. However, wecompetition.
; see no resi crospect of viable potential competition

between the CCO pool members and AEP in this area.
A. Competition for Sales to Industry There is no reliable evidence in the record to prove that

!

Competition in this area involves competit!ve ef forts on the CCD pool members are likely to be able to close the
; the part of electric utilities to .ttract industries which critical and long standing gap between their costs and3

rates and those of AEP within the calculable future.
j Moreover, the barriers to entry in this market are
i

formidable. There is no substantial evidence that the'

36There are no franchised areas in Ohio except for CCD members can finance and build sufficient
j those granted by municipalltles. But, once a utility generating capacity in the hooes of competing witif
*

j g serves a particular area. Chlo's so-called " anti- AEP in this line of business. AEP, as now constituted,has twice the total generating capacity of the members
i pirating" law ccmes into play:'

of the pool, a fact wnich gives AEP suestantial ad-' *

"Whenever a public utility precosas to vantages. Other advantages stem from AEP's relatively

j furnish or furnishes electric energy to a con- non-urbanized locations and from its tremendous3

sumer and which consumer is being headstart in this market. In sum, the pool members'

hope of atta|ning com-furnisned or was being furnished electric have at best only some vague,0
;

energy by another public utility, the latter petitive status in this market.-

1 public utility may file a complaint with the in any event, although this form of competition pre-
j public utilities commission protesting the sented a rather live question during the period when
i

furnishing of service by the other public the record was being made, the energy problem, some-
utility . . . The commission upon finding times called the " energy crisis," has drastically!

that the complaining public utility has been changed the issues. Competition to encourage the'

furnishing or will furnish an adequate maximum use of electricity no longer comports witn
service to such consumer and tnat the public public colicy, when shortages are widely feared. Sucn
utility comolained against will duplicate competition would tene to encourage neavy usage at

1 facilities of tne complainant, snall crder the lower tnan average rates. Hence sucn ecmoetitionb
! public utility complained against not to should not be encouraged.
f

furnish electric energy to such consumer." ,

Page's Ohio Rev. Code Ann., Title 49,
,

| $4905.261 (1977).

This statute has been held not to apply to a pubtle utility 4 Even in " classic" antitrust cases, the Supreme.

which is owned or operated by a muntefcal corporation.'
Court has consistentiy stated that "It is to be

! P!que v. Public Utilities Commission,40 Ohio St. 2d 87, remembered that 97 [of the C:ayton Act} deals in
# 320 N.E.2d 661 (1974). ' probabilities,' not 'echemeral pcssibilities'." U.S. v.

Marine Bancorporation, Inc., 418 U.S. 602, 622-23;

j
39 roduc ion equipment is extremely expensive and (1974), citing Brown Shoe Co. v. U.S.,370 U.S. 294,323b Pt

profit margins are smallin relation to invested capital. (1962).'
i =

.
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Moreover, in the future, industry may be restricted in by relieving the municipals from dependence upon att
its use of electricity, and it may well be that the ability wholesalers.42 Furthermore, by providing the
of AEP to supply Industry with the electr city It needs municipals with large-scale generating capacity and
efficiently and economically snould ce encouraged as a adequate transmission facilities, the proocsal would

,.

! contributton to meeting the cnergy problem, rather likely place them in a position to compete with investor-
,

! th:n oiscouraged as an undue competitive advantage. owned utilities, to the extent that competition is
in addition, this type of competition will, in all possible in this Industry at all.43 As indicated later in
probability, have the attention of the Department of this opinion, however, we will need further materlat

j , Encgy, which can bring to it a perspective which we with respect to the AEP offer. If this snowing is satts-
| lack. factory, we will be able to conclude that that question of

wholesale competition does not prevent approval of the *

application.3

B. Wholesa;c Competition
4

j Tha second important kind of competition Identified as C. Other Alleged Forms of Competition
; possible in the Ohio power scene is wholesale com-
; p;tition. This involves the sale of friectricity in bulk to There are two other forms of competition-interface

other utilities which lack adequate generating facilities and yardstick competition-argued to be Imperiled by4

!
of their own.'1 The record indientes that none of the AEP's application. Both strike us as rather esoteric
invIstor owned utilities in Ohio regularly acquires any varieties. Interface competitlen involves customers

; significant part of their power supply by purchase. located along the border between the territories served
j This leaves the rural cocperatives and the municipal by CSOE and AEP, who may be influenced by electric
j systems, discussed earlier in this coinion. As there in- rates to settle on one or the oth;r side of the line. There
; dicated, the pro Isms of the coccaratives have been re- is little if any evidence that this has happened, and we
] solved through the Buckeye Project, and it does not regard that possibility as minimal for the purposes of

Eppear that the acquisition of CSOE wou o change any- this case.,

j thing from their viewpoint.

Yardstick competition postulates that, if there arei

i Similarly, the orcelems encountered by the municipals several utilities in a particular state, efficiencies and in-
j in their wholesale purchases of bulk power will be re- novat|ons by one may stimulate the efforts of the
i moved by their prcposed " settlement" with AEP. Our others, and that the opportunity to compare their
{ stLff contends that this proposal is an imprcper " red performance may be helpful to state regulators. There

s
"

j hIrring" and irrelevant to this proceeding. They point are, however, five independent investor-owned electric
.,

j out that the proposal has no direct bearing on the utilities in Ohio aside from CSOE, including net only
1 quistion of.whether AEP's proposed accuisition of CGE and DPL, but also such companies as Chio Edison
j CSOE meets the standards contained in Sections Company and Cleveland Electric illuminating
| 10(b)(1) or 10(c)(2) cf the Act, and they urge that it be
i totally disregarded. Technically, at least, they are
I right. On tne other hand, as we have noted above, com-
i pItitive factors are not specifically referred to in those

sections but are rait j generally on the issue of public<

| Inttrest and we thina that cn that general issue we may 42 The Justice Department, as well as CGE and DPL,
i taka note of the effer. argues that the municipals have available alternatives
! to AEP's preposal which would provide them access to
) We are well aware that, prior to the municipal /AEP bulk power suppl!es without endangering ccmpetition.
4

Egrasment, the staff stressed the vulnerability of the But we agree with the municipals that it would be an
municipals as buyers in the wnolesale marnet as one "lli informed arrogance" for us to decide that com-

i argument against the AEP/CSOE merger. The petition is better for them than the settlement which
; proposed settlement changes that precarious situation they have worked out with AEP.
;

;

43 1n any event, as we decided in the section dealing
with competition for industrial lead, there is no sub-#1 --

This activity does not include the frequent practice of stantial or probative evidence that any of the members
alectric utilities' buying or selling power to each other of the CCD pool will in the foreseeable future be,

i to meet emergencies or contingencies or just for oc- potential competitors of AEP in this area. We have no
casional convenience but refers to a regular practice reason to believe that their rates for generation plus the
of supplying utilities who are continuously in need of ecsts of transmission to markets without their service

3

j 'such power. areas will be competitive with those of AEP.
,

'

-

'
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Company. Tl.ere are also numerous rural electric co- .We are, homer left with the conviction that sub- i

operatives and municipal electric systems. We foresee stantia! savings were snown to be probable. These are
- no significant reduction in yardstick competition, nor attributable to a number of factors. In the first place..

does the Oslo Public Utilities Commission suggest that the AEP and CSOE systems are not only contiguous butthere weaid be any lack of yardsticks. also compatible. The AEP system, as mentioned above.^

covers a large area which is basically rural and small-
town, but with a very substantial industrial load. CSCE

IX, EFFICIENCIES AND ECONOMlES is relatively compact and urban. AEP's industrial anc
;

home heating business results in peak loads in thej
Section 10(c)(2) of the Act requires that, in order to winter, while CSOE's urban system peaks in the'

approve an accuisiticn, we must find that it will " serve summer due to the air conditioning load. They fit
i the puolle interest by tending towards the economical together
i

and efficient development of an integr&ted public. ,

utility system." We have already conciedeo that the The evidence indicates that the combined sy * ems will,

"

AEPICSCE system wouid be an integrated one. We have a winter peak load. Mr. Vassell testified tnat if the
i must now determine wnetner the acquisition will tend two systems are combined and centrally disostched,

.

i towards its economical and efficient development, Tra- AEP's excess summer generating capacity can ascisti
ditionally, the required determination regard!ng a CSOE in meeting its summer peak, themby reducing
tendency toward efficiency and economy has been the total system requirements for installed generatinq! approached by attempting both to identify the op. cacaatty below that level ctherwise reouired. He
portunities for savings whien are likely to result fromr .

calculated the savings 6 as a result of these reductions4
i

the accuisition and, to tne extent possible, to estimate at between S39,000,000 and $57,000,000, deceading onj the collar amounts.4' This is a useful approach which the cost of new generating capacity.47'

has the important benefit of relying on empirical data,
rather than on subjective judgments.

'

Therecordin this case, however, illustrates some of the
i limitations and problems inherent in this approach.

}
That apprcach involves an effort not only to identify but The staff also contended that some of the sav'ngs Mr.

:

also to quantify the future consequences of an event Vassell projected might have been accomplished in
? I

wnich has not occurred-here, the inclusion of CSOE in ways other than the acquisition. Thess contertiens are'

the AEP system. AEP's evidence as to efficiencies and largely without basis, as we find below,.

i economies consists very largely of the testimony of Mr.
| Gregory S. Vassell, who was then AEP's vice president dSThe savings were calculated in terms' of the annual

for bulk power suoply planning. As the administrativa carrying charges (estimated at 14%) associated with
;

j
law judge found Mr. Vassell is "a recognized engi- the avoidable capital costs of generation.

t neering expert in the bulk power field," and, as the
! Judge also found, was hardly a disinterested wiMess, 47

Both the Division and the Justice Decartmentj and the opponents cf the acouisition were able to place
contend that the savings cculd be achieved byin question some of his facts, assumptions and pro-t

j jections, although the staff dia not present any expert " diversity exchange of power" agreements without
j testimony to contradict nis engineering judgments.45 affiliation, i.e., AEP would sell power to CSOE in tne

summer in exchange for CSOE power in the winter.:

!

( Undoubtedly, a diversity exchange is technically
.

feasible and would produce some savings. See Federal
|

'

dd
See generally Eastern Gas and Fuel Associates, 43 Power Commission,1970 National Power Survey. Part

I
j S.E.C. 524, 527 35 (1967). I, I-U-23. But W. Vassers unentradcted testimom

is that the full savings without a ioss of re!iability
! 45 ne ooponents of the prcposal have attacked Mr. margin ce d be aWeved ony by me mWeh unkT-

Vassell's testimony in various ways and have made Hed and integrated operadon of me two systems. he
some points. Nevertheless,' his testimony as a whole e a g careM % wing of me Mo*ow<

t

i has substance. We think that it was strong enough to
* wa me nstems. M mease a w'

shift the burden of going forward to AEP's adversaries a av reMon M resem wM M L'

They made no attemot to shoulder that burden. Neitner e o mems are omated as one, because d me
our Division of Corporate Regulation nor the Justice e ty at only an Wegrateo system m gu he

!

Department's Antitrust Division offered any expert Decamnt s argument that W Vassen g@not tauW amu e fad at & WgM nm u g toengineering testimony to contradict Mr. Vassell's con-
clusions on the savings.

Continued on following page,,
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This is an expert engineering judgment which seemsNext. AEP has historically spent between II2 mitt and sound to us, and which we accept.13I4 mill less in fuel costs than CSOE to generate a *
.

|
kilowatt of electricity.48 The differential is accounted

,

for not only because AEP's costs for raw fuel were The savings differential cf between 1/2 mill and 3/4 -

lower than CSOF's, but also, as Mr. Vassell testifled, mill at first blush seems insignificant. CSOE, however,

from the efficiency of AEP'c generating units and the generated over 9 billion killowatt-hours of electricity in;

| manner in which the onits are used.d9 Thus, for the calendar year 1977. If CSOE had been an integral

example, in 1976, AEP produced a kilowatt-hour of part of the AEP systern, it would have saved, based on
Mr. Vassell's testimony, at least $2,000,000 in fuel,;

electricity from 9,717 BTJ of heat while CSOE reautred costs alone that year. Moreover, this savings will be a
'

10,065 BTU to make that same kilowatt hour. This is a
10% greater ef*1clency. Since fusi accounts for a very recurring one ea.n and every year if *he two systems

; substantial part of the cost of electricity, this dif- are amalgamated. Finally, since CSOE's production of
electricity will invevitably increase in the future, wei forential is significant.50 This does not mean that the
may expect that the savings will increase to that extent.4

|
Combination will bring CSOE up to AEP's level, nor
does AEP contend that it will. Rather; as ivir. Vassell There are other probable savings to which we gitej

j twstified. weight. As Mr. Vassell testified, the joint AEPICSOE

"If you combine the operation of the two systems, once fully integrated, will save labor and
maintenance costs now associated with several low of-

,

| systems then the average energy cost on one ficiency CSOE generating units. According to his.j Oystem would somewhat increase, the aver-
aga energy cost in tne other system would testimony, central dispaten of the two systems would4

somewhat decrease, and the net effec: result in reduced usage by some 60-70% of these units.
>"

'

would be that you get a saving approximately Mr. Vassell predicted that this curtailed usage wouldJ

!
of a magnitude that would correspond reduce labor and maintenance expenses of these units

to simply taking the total energy require- about 25% of the estimated $8,000.000 annual charge, ,

'

ments of the higher ccst system and or about $2,000,000 per year.

multiplying it by one half of the energy. Next, CSOE, if affiliated with AEP, can share in the;

j cost differential." construction of large-scale generating units that it can-
! not now afford by itself. Generally, as noted above,
! Centinued from precedingpeg' caeltal costs per kilowatt are less for large generating .

j aoserb additional summer load required by its acqui- units that for small ones. These savings can be ex-
) sition of CSOE, without installing additional tremely significant when a utility bulics units
j generators, is without merit for the same general exceeding 800 MW Instead of building two smaller;

i reasons. units.
]

48Both systems are primarily cot.!-burning systems. A
Moreover, CSOE can achieve savings by utilizing the
higher voltage transnussion lines available in the AEP

j mitt le one-tenth of a cent. system. Mr. Vassell testified that the capital invest-
ment to transmit 100 ktfowatts of electric power for onei

491t should be noted, however, that the differential in mile is $50.00 using 13S kiloveit lines. $12.10 using 345
j the fuel compor,ent of energy cJsts experienced by kilovolt lines, but only S4.00 using 765 kilovelt lines.

CSOE and AEP in 1974 favored CSOE by 0.733 mills The proposed acouisiti I will permit AEP and CSOE to|

|
. ~ per killowatt-hour. This apparent change in the position avoid further duplication of bulk transmission lines.

.

of AEP and CSOE was one of the primary reasons we CSOE is a relatively compact system wnose generating
i

13 sued our order of August 21, 1975, solletting ad. plants are witnin reasonacle distances frem its lead
ditional briefs. AEP in its supplemental brief stated center. It may not now need tne high voltage trans-i that the change in the differential was caused by very mission system ofAEP. But,if CSOE neecs acditionals .

I unusual coal conditions in 1974, forcir g AEP to rely on or new transmission lines from its generators as ; art of
! " spot" purchases of ccal to a much greater extent than AEP it can snare in the costs of the higher voltage lines.
}

dic' CSOE. The purchases were made at a substantially allowing it to transcort tiectricity te its customers mere
I higher cost than costs under ccal delivery contracts reliaoly and efficiently. Moreover, to the extent that
i made by AEP wntch were not honored. No one contra. CSOE is required by environmental considerations to

dicts this explanation, and it seems reasonable to us. InI

any event, prices thereafter stabiliced and the
i differential in both 1975 and 1976 favored AEP by sub-
i

|
stantial margins.

51AEP's opconents offered no engineering testimony
'-

;

50ln 1917 CSOE spent over $102 ml ,on on fuel. to refute it.
j
I
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place its generators at a substantial distance from its pletely discounted because it cannot be precisely
consumers, it will clearly be useful to avail itse!f of the
highest voltage lines availaDie.52 quantified. It seems to us that there should be sub-'

stantial savings if the two systems are merged.54
Indeed, both CGE's president and DPt.'s president

Finally, as the administrative law judge found, (witnesses called by the Division) thought that the CCD
-

pool could achieve economies through volume pur-
"the record establishes that if CSOE were chasing.55
integrated into the AEP system some
savings could be achieved as a result cf

Some of the anticipated savings may not immediately
'

large scale volume purchasing of significant happen. For example, the claimed savings arising from
a

materials, supplies and oculpment (other the compatibility of AEP's load with that of CSOE andthan major items) . . .."
the economies in obtaining new generating units may
De delayed. CSOE because of lessened , demandHe, however, found that AEP's estimate of a premtly has sufficient generating capacity to handle

$2,000,000 per year saving from tnis source was not even its summer inad with adequate reserves. and it* *

substantiated and, therefore, disregarded this saving may not need to build additional generating units in the
entirely.53 We disagree; a saving may not be com- near future (other than those now under construction).

Yet the underlying economic advantages of the integra-
52

See Page's Ohio Rev. Code Ann., Title 49,64906.10 tion of CSOE with AEP remain. While energy develop-;
'

(1977) which forbids the Ohio Power Siting Commission ments over the past ten years may have postponed to
from granting a certificate for the construct!cn, opera * some degree the opportunity to realize tangibie savings,

tion and maintenance of such facilities unless ihat Com- in dollars from these advantages, we do not believe that4

mission finds and determines: over the long term, those developments have
i eliminated them. This case, moreover, should not be
; "(1) The basis of the need for the facility; decided on the basis of short term considerations or
i savings. The affiliation of CSOE with AEP is intended
'

"(2) The nature of the probable environ * to be permanent. Insofar as anything is permanent in
mental impact; these times and we should lock to long term con-

siderations.56

"(3) That the facility represents the.

i minimum adverse environmental impact,
j considering the state of available technclogy

and the nature and economics of the various equipment), if affiliated with AEP. He based his,

j alternatives, and other pertinent considera* estimates on an exhibit comparing some 25 items
; tions; purchased by both AEP and CSOE, wnich were
4 allegedly similar in nature. The administrative law

. "(4) In case of an electr'. transmission Judge thought the exhibit unreliable. He found that 3 of
!

line, that such fa0!!!ty is consistent with re- the 25 items on the exnibit were not identical, that
glonal plans for expansion of the electric others were purchased from different manufacturers

power grid of the electric sys' ems serving and that others from the same meufacturer had dif-
ferent specifications. As to 7 of the items, CSOE did notthis state and Interconnected utility

systems; and that such facilities will serve even have them under contract as of the relevant date.
. the interests of electric system econcmy and 54reliability; AEP buys 5 to 10 times more of the same things

than does CSOE.
("5) That the facility will comply with
Chapters 3704.,3734., and 6111. of the Re- 55We also give weight to the fact that the co',bired,

vised Code and all regulations and AEPICSOE system will be able to take advantage of the
* standards adopted thereunder; and optimum size of generating units in terms of economies

of scale but will rot require as much reserve capacity as
"(6) That the facillty will serve the public the two individual s'ystems would require.
Interest, convenience, and necessity."

56
1n addition, the Division challenges alleged savings:

2

AEP's vice-president in charge of purchasing testi- relating to the use of generc' ors of 800 MW cr larger.53

fled that CSOE would save 10% of its aporoximately The Division claims that these " untested generating
units will result in higher forced cutage rates" than| $20,000,000 in purchasing costs (other thari for mcfor.

Continued on fol/owing;spe
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| There is one other question we must discuss. CSOE, as It is not likely that these problems would exist with the

j a member of the pool, can accomplish many of the combined AEPICSOE system wnien will be better aele

j economies attributable to the acquisition. But there are to project its load as an integrated system. The ",CD .

! several reasons why we do not believe the pool is members themselves recognized that their pooling ar- 1

i adequate. The record in this case shows that, as the rangements were insufficient to accomplish the maxi- I

| pool is presently constituted, CSOE as a member mum savings. They commissioned studies with a view

j cannot accomplish a substantial oortion of the efficien- toward consolidating as an integrated system. We note

|
cies Ev' economies which will result from amalgama- in this respect that AEP 13 a hignly integrated system

j tion. Among other things, it cannot obtain the fuel with a long history of efficiency and maximi:stion of
; savings or these savings which will result from the possible economies.

j diversity c' load between AEP and CSnE. Moreove,
j the members of the pool may be more reluctant to We recognize that our approach to the subject of ef- !

commit their assets to joint projects involving ficiency and economy may seem somewhat inconsistent4

maximum si:e generatin'; units er transmission lines with our statement in the New England Electric case 53

since their loacs may not recutre such large facilities that an accuisition of significant magnitude requires a
for many, many years. Finally, the memoers of th( strong showing of resultant economies. We adhere to

|
CCD pool are relatively small utilities compared to that general proposition, even though this kind of dif-

,

1 AEP. Although, when acting jointly, they may have the ficult balancing is not specifically called for by the Act,

| financial capability to buy maximum size generators, which literally requires no more than a showing that an
one of the tnree may determine at any time that its acquisition tends towards the economical and efficient

| Interests do not coincide with those of its cartners it development of an integrated system, be it large or,

| may t' hen withdraw from the partnership.57 small. Moreover, the applicants in the New England
Electric case made no attempt to establish economies

;! based on either fuel savings or on scale. No municipal

)
propcsal was made to satisfy Section 10(b) standards.

j Continued / rom preceding page Finally, the energy crisis was of much less relevance.
Where we depart from 'he teaching of that case, if we

{ smaller units. Hence, not only would economies do, is to depend less on specific collar forecasts of i

} disappear, but AEP would suffer "a reserve penalty of
future savings and more on the potenfial for economiesconsiderable magnitude.." There is evidence in the'
presented by the acquisition even where these are not

1 record that the largest available units have experienced
precisely quantifiable. V

i greater forceo outage rites than smaller units. -

1 However, Gregory Vassell, wno again gave the only
competent engineering testimony on this issue, X. THE CITY OF RICHMOND, INDIANAa

i testified that there is no correlation between unit size
and outage rate. He testified that if bigger units were Rienmond, Indiana (population 44,000) has a munici-

j experiencing greater outage rates, it was due fargerly pally-owned electric utility plant which buys cower f rom
I to the fact that the larger units were prototypes with the Indiana & Michigan Electric Company, an AEP
3

new designs. See, Federal Power Commission,1970 subsic.ary. Richmond complains that AEP's wno'esale
J Nstional Power Survey, Part I, I 5-2. He concluded tPat prices are extortionate, that AEP is forcing it to buy
. as the industry learned more about these units the more power than it needs, and in later filings that AEP
| outage rates would come down to those of the smaller has threatentd to stop selling to it altogether. it con-
i units. tends that, by this acquisition, CSCE will be removed
j

-

{
- We need not rest our conclusions on his testimony, as a potential supplier. It also alleges a numeer of evlt

however. Recent AEP experience with large unitsj

! appears to confirm Mr. Vassell's testimony. Moreover,

i
the electrical industry continues to build large units.

{ . And most of the industry aopears to agree that capital Survey, Part I, I 5-2 and Final Report to Feoeral Energy
Administration Structura! Referm in the Electric Power

I costs per kilowatt and operating costs per kilowatt-hour
generated decline as unit si:e increases. Indeed, that is industry (FEA/G-76-323). Because of its size, AEP<

f the very reason CGE and DPL primarily claim they could take advantage of such si:e improvements in
technology, whereas it is unlikely that the members ofneed CSOE. Hence, we find no reasonable basis to *

i
conclude that any of the savings we have found will be the CCD pool, unless their loads grow at a rate greater

,

than anticipated, could avail themselves of such large-adversely affected by the large size of AEP's units.; scale units, even in the next ten years.
4

i
i

68New England Electr!c System, Holding Company Act57The future may bring the development of even larger|
: units than the 1300 MW units presently available. See Release No.18801 (February 4, 1975), 6 SEC Docnet

-

i Federal Power Commission, 1970 Naticnal Power 225, 228 (1975). .
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prhetices by AEP which it claims ' reflect AEP's forum for them.63 True, its adversary is a registered -
monopoly power wnich will be enhanced by the public utility holding company. But our control over'

proposed acquisition. Finally, it demands a municipal those companies relates only to their structure, to their
,

,
1

deal for the Indiana municipals. intra. system transactions, and to their finances. We ' '

have no power over their dealings with their customers.
Richmond sought to prove AEP's evil tendencies long retail or wnolesale.64
after the record had been ciosed. At that time it asked

I that the hearings be reopened so as to enable it to tell Insofar as a municipal proposal for Indiana municipais
| Its story.69 Since this case had already been pending is concerned, Richmond itself is too small for a modern'

for some time, and since Richmond had been or should massive generator. It would have to snare such aa

have been well aware of its pendency from the very generator with others-probably with many others-
} outset,60 we denied that request.61 However, we did who have not appeared in these proceedings. In any

provide Richmond an opportunity to become a party in event, we find no basis to impose a settlement on AEP
the post-hearing proceedings where it ado ted the with the indlana municipals.,

position under the antitrust laws and under Section
; 10(b)(1) of the Holding Company Act that the Justice The papers Richmond has submitted in support of its

Department, our own staff, CGE and DPL had already allegations that AEP is threatening to refuse to sell it;

I stated. power do not support its ecsition. Moreover, there is no
, basis to suggest that CSOE is a potential supplier, and:

After a review of Richmond's submissions, we adhere there are many such potential suppliers in Indiana.
to our prior determination that it would be wholly in-

{ appropriate to reopen these already protracted pro- Finally, a careful, independent review of the record
ceedings in order to permit Richmond to prove the al- convinces us that the accuisition will in all probability3

legations that it did not choose to make until after the yield substantial benefits to the 1.2 million people in
} record had been closed. Ouite apart from the extreme CSOE's service area and to the many other people;

lateness of the hour, we can conceive of no circum- served by Ohio's municipally-owned electric systems.j stances in which any evidence offered by Richmond On the other hand, Richmond has not snown that the
j

could ecssibly affect the outcome of this case. Perhaps acquisition (as distinguished from AEP's general way
Rienmond has its grievances.62 But this is not the of doing business) will inflict any substantial detriment,

| t} on it. Thus, we give no weight to Richmond's claims.

1

59Richmond filed its notice of appearance and its XI. OTHER MATTERS CONSIDERED
,

application for intervention on November 30, 1972.
That was four and one-half years after we issued our 1. The proposed issuance of AEP shares must comply
order directing that an evidentiary hearing be held in with Section 7 of the Act. The ccmmon stock to be

j this matter. Holding Company Act Release No.16021 issued by AEP will have a par value wnich, together with
(March 29,1968). The last witness testified on June 9, the common stock now outstanding, will be the only

. 1971, about a year and one-half before Rienmond came voting security cwtstanding and will not be preferred as
i in and asked us to reopen the hearings. to dividend or distribution over any other outstanding
<

security. Hence, the provisions of Section 7 are satis-
I

60 e e necessay weer Secdon M toThe Ohio municipals state that back in March of .

: 1970, "they sought the assistance of the municipais of W m& wesu m M W,

* " 'j Indiana and Micnigan in OMEA's intended inter-,

vention, but such assistance was denied." Richmond,

j does not challenge the accuracy of this statement.
.

i
j . 61 See Middle South Utilities, Inc., 44 S.E.C. 532,
j 533-34 (1971), affirmed sub nom. City of Lafayette, scueeze" by AEP (481 F.2d at 501) strongly suggests
; Loulslana v. S.E.C., 481 F.2d 1101 (C. A.D.C.,1973). that it does.

'

1

62Richmond Power and Light of the City of Richmond, 63Richmond's case belongs at the Feceral Energy
j Indiana v. F.P.C., 481 F.2d 490 (C. A.D.C.), in whicn Regulatory Commission and in the courts.
2

the Federal Power Commission was directed to institutei
proceedings to compel AEP to refund substantial sums 64See Alabama Electric Cooperative, Inc. v. S.E.C.,

k to Richmond and in which the Court of Appeals 353 F.2d 905 (C.A.D.C.,1965): City of Lafayette,
'

charactert:ed Richmond as the victim of a " competitive Louisiana v. S.E.C., 454 F.2d 941 (C.A.D.C.,1971).
.
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AEP has requested an exemotion from the ermpetitive 3. There is no showing that the laws of the 5m of
bidding requirements of Rule 50 with respect to the Ohio have not been complied with In relat an to this
issuance of the stock. Since competitive bidding is acquisition. The Public Utilities CommistMn of Ohio, a

obviously not apprcpriate under the circumstances, our party herein, which has jurisdiction over CSOE and
final order will include such an exemption. Chio Power, expressed support for the acquisition, as

did the Attorney General of the State of Ohio. It
2. There are other matters in this proceeding which appears therefore to our satisfaction that the
we need not resclve at this time or en the present acquisition complies with all applicable state laws.
record. AEP has consented to reservation of jurisdiction'

over these matters. Hence we reserve jurisdiction over: 4. There appears to be no basis for any adverse
finding pursuant to Section 10(b)(3) of the Act.

(A) The accounting treatment of the ac.
quis tion;65'

Xil. CONCLUSIONS'

(B) The disocsition of one of the subsidiary
companies of CSOE;66 We have found that AEP's applicson meets the

!

physical and geographical stanGards of Section
;

(C) The fees and expenses proposed to be 2(a)(29). This finding, whlen coud rarely be made for'

f paid in connection with the acquisition, the systems created in the 1920's, was likewise made as

{
to the AEP system in the 1945 Decision as it then

j existed and is not seriously questioned here.*

4

i We also find, pursuant to Section 1C(c)(2), that the
; 6SAEP proposes to account for the accuisitten of acquisition will serve the public interest by tending to-

|
CSOE on its books pursuant to Section 257.0-8(a) of the wards the economical and officient development of an
Uniform Systems of Accounts for Public Utility Holding integrated public utility system for the reasons stated

; Companies. It would thus record its investment at an above. We further find that the specific criteria
j amount then equal to the market value of the AEP com* enumerated in the last clause of Section 2(a)(29) appear
j mon stock issued in exchange for the CSOE stock. The to be satisfied, particularly given the prr,sent state of i

j Division contended before the administrative law judge the art.

|
that the proposed accounting treatment was improper

*

and not in accordance with sound accounting prin* With respect to what might be called the tilt against4

i ciples. It contends that the transaction should be re- bigness expressed in Section 10(b)(1), we have, as we
| corded on a " pooling of interest" basis. AEP concedes think proper, considered the present state c. the art and

that the Commission in several -ecent decisions has its implications for the permissible size of electric utility
approved accounting based on this method, but argues systems. We have also examined the impact of this ac-
that the Commission has never changed its Uniform quisition on competitive conditions in the electric utility
System of Accounts for Public Utility Holding industry in the relevant area and have concluded that it

,
' Companies. It, therefore, believes controlling our will not burden or impair competition to an extent
i decision in American Power & Light Company, 21 which will contravene the public interest standard
| S.E.C.121,134, (1945), where the Commission said: stated in the Act. We conclude that no adverse finding

,
is called for under Section 10(b)(1).67

4 "in view of the f act that our Uniform System
of Accounts for Public Utility Holding Com-
panies expressly permits holding companies,

! to record investments at cost and d0es not
require that any excess over underl'fing not be in the public interest. Hence, it argues that AEP:

l book value be eliminated immediately or may not acquire Colomet under the standards of

,

amortized, we will not disapprove the ac- Sei tion 10. It makes no similar argument as to Simco.
counting entries proposed in this case." AEP contends that the operations of both companies

;

are reasonably incidental or economically necessary cr
appropriate to the operations of the resulting

66CSOE owns all the outstanding stock of Simco, Inc. company and thus retainable under the standards of
1 and Colomet, Inc. The Division argues that, in the Section 11(b)(1) of the Act.

event the Commissicn approves the proposed acquisi-
67The Department of Justice charges that accroval of! tion, it be conditioned upon divestment of Colomet. It

claims that Colomet, a real estate subsidiary, has no the acquisition is "likely to trigger other defensive'

| coerating or functional relationship with the operations mergers," both in Ohio and throughout the east central
j of retainable utility systems and that retention would Contintad on following ca;e

,

'
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I

in that connecti:n, w3 should further nit 3 th t the State (1) An executed contrac wtween them
of Ohio and the Ciy of Columbus believe that this that specifies in detail the type and capacity
acquisition is in their interest, They conclude that the of the gen'erator or generators which the4

'
_ area terved by CSOE will be better served, in terms of municipals will receive anc whether AEP
reflacle service and reasonable cost, if the application is will sell or build the unit or units for the
consummated. The record tends to c:nfirm that view. municipais.
Whlle local preferences cannot control our decisions.

.

under the statutory standards, the possibility of (2) An estimate of the cost of the unit or
4 significant benefits to the lar;e number of consumers units.
; directly affected should weigh fairly heavily in the bal-

.

1 4 ance of intangibles here involved. In any event, we do (3) A detailed financial plan explaining to
| not have here the spec +.acle of an aggressive holding our satisfaction just how the municipals are

company thrusting itself upon an unwilling but going to pay for tnis expensive equipment
j defenseless community. and supplying us with sufficient reason to
: believe that the requisite funds wil! in fact

We also note that the accuisition will result, through be fortheeming.,
,

'

the settlement propcsal, in the municipa! utilities at-
i taining the advantages of economies of scale and Section 10(b)(2) of the Act requires that we f 8nd the con.
I achieving status as an integrated system with likely sideration to be p&id fair and reasonable. Of course,
j savings to their customers. Moreover, the proposal re. this means that the AEP/CSOE exchange ratio must be -
{ presents a satisfactory resolution of the conflicts fair to the exchanging CSOE shareholder. Mcwever, that,

between private and public power in Ohio and lessons is not the issue. it almost never is in these utility accui-
'

the concentration of control of the utility industry in sition situatior's. History shows that the great danger
j Ohio by giving the municipais control over the here is not underpayment but overpayment.68 This is
; production and transmission of electricity, how the empires of old were assembled to the detriment
j of investors who ultimately wound up with some
j Accordingly, we would be prepared to issue an order exceedingly dubious paper, ar'd of consumers from
j approving the application were it not for certain matters whom the companies tried to extract the wnerewithal to

which should be resolved. These involve, first, the un- service the paper.
settled condition, unavoidable under the circum-

j (I stances, of AEP's proposed arrangement with the Before the administrative law judge, the Division con-
j municipal utilities and, secondly, the reasonableness of tended that thic was an overpayment case because the*

) the consideration proposed to be paid for the contemplated 1.3 to t exchange ratlo was unduly favor.
acquisition. With respect to the municipais, we believe able to the CSOE sharenciders. The administrative law.

that we need reasonable assurances that there will in judge did not reach that issue. The Division suggests4

! fact be a so-called "Muni Buckeye" before we accept that if we should reach it, as we now do, the pro-
f the offer of settlement. Accordingly, we are constrained ceedings ought to be remanded to the administrative
f to delay the entry of en order granting the application law judge for further proceedings before him.
1 until AEP and the municipals furnish us with:
. ' At this juncture, we see no need for a remand, and wej

hope that it can he avoided. But almost eleven years
j - have now elacsed since the management of the two
i
3 Continued from precedingsspe companies arrived at the exenange ratio. We think that

what is important here is not what was fair in 1968, but
region. As the De:artment of Justice recognizes. what is fair in 1978.

* however, either this Ccmmission or the Ocpartment of
'

Energy will have to cass ucon any future mergers in-
| volving other companies and cetermine whether they
2 are in the public interest. Eacn case will stand on its
! own merits. The Department of Justice says this is-

I re: ally not an answer, it says that, if AEP succeeds in
| this case. the precedent will enable every large utility to 63Overpayment was the issue 'n the last AEP accuisi-
!

acouire smaller neighboring utilities. That is not tion case to come before us. Ohio Power Company. 44.
*

necessanly so. Each system will not only have to show S.E.C. 340 (1970). Indeed, it was the only issue there.
significant economies. but may have to negate other We resolved it in the company's favor. In that case,;

potential evils not found to be present in th;s case. The however, the consideration was paid in cash. Gross
j question of cize will, as we have already said, play a dif. overpayment is seldom found in utility acquisitions
i ferent role in each case depending on the circum- made for cash. The temptation to overcay. however.

h stances.! becomes stronger when securities are usec.
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Accordingly, we expect AEP to submit up-to-date outstanding at any one time. By post-effective amend- .

materials with rescect to the fairness of either the 1.3 to ment Ohio Power requests that the authority granted to

1 exchange ratio originally proposed or the altered it in said crder be modified to allow it to issue and sell
ratio, if any, that it and CSOE now consider short term notes in accordance with the revised credit \
appropriate, arrangements it has negotiated with banks, which are

described below. The previously approved arrange-
As soon as AEP has filed its supplemental papers, ac- ments concerning the sale of notes to dealers in com-
companied by proof of service on all parties, we shall mercial pacer and bank trust deccrtments are not
enter an order prescribing as expeditious a briefing affected by these revised credit arrangements,
schedule as the circumstances permit. Briefs submitted
in resconse to that crder snali ccnfine themselves to the It is stated that Ohio Power has lines of credit with 67
issues enumerated herein. Further arguments banks in an aggregate amount of $305.565.000. Fcr
addressed to us about the issues already dealt with in purposes of borrowing, Ohio Power has made arrange-

ihis opinion will serve no usefui end. ments with banks of three classes. Each note to be
issued a Class i bank will mature not more than 270

in view of the foregoing, we are not entering an crder at days af ter the cate of issuance or renewal thereof, and
Will be prepayable at any time without premium orthis time.
penalty. Ohio Power's credit arrangements with these

By the Commission (Chairman WILLIAMS and Com- banks require it to maintain compensating balances
missioners LOOMIS EVANS and KARMEL); Com- ecual to a percentage of the line of credit made avail-
missioner POLLACK not participating. able by the bank plus a percentage of any amount

actually borrowed (generally not in excess of 10% of the
George A. Fitzsimmens line of credit and 10% of the amount borrowed). In,

Secretary most cases Chio Power mamtains deccsit balances for
its operational and financial neecs in amcunts sufficient
to satisfy any compensating calances repuirec with
respect to borrowings from su:n banks. Borrowings
from a Class I bank would generally bear interest at an
annual rate not greater than the bank's prime com-
mercial rate in effect from time to time.j ,

.

PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 Each note to be issued to a Class Il bank will mature not
Release No. 20634/ July 21,1978 more than 90 days af ter the date of issuance or renewal

thereof, and will be precayacle at any time without
in the Matter of premium or penalty. Ohio Power's credit arrangements

with these banks require it to maintain compensating

i OHIO POWER COMPANY balances of 5% cf the line of credit and to pay a fee
Canton, Ohio equal to 4% of the bank's prime commercial rate then-

in effect on the si:e of the line. The combination of 5%
'

(70-6049) compensating balances and a few is generally equi-
valent to compensating balances not in excess of 10%

ORDER AUTHORIZlNG REVISED CREDIT AR- c' the line of credit made available. In addition. Ohio
RANGEMENTS FOR SHORT-TERM BORROWING Power must pay interest at the rate of 108.5% of the

bank's prime commeretal rate then in effect on the bor-
' Ohio Power Company (" Ohio Power"), an electric rowings. It is stated that if the balances maintained and
utility subsidiary comoany of American Electric Power the fees paid by Ohio Power with and to the Class I and
Company. Inc., a registered holding company, has filed Il banks were maintained and paid solely to fulfill re-,

with this Commission a cost-effective amendment to its cuirements for borrowings by Onio Power, the effective
4

' application previously filed in this matter pursuant to annual interest cost under either such arrangement.

Section 6(b) of the Public Utility Holding Company Act assuming full use of the line of credit, would not exceed

of 1935 (" Act") and Rules 50(a)(2) and 50(a)(5) 125% of the prime commercial rate in effect from time
;

promulgated thereunder regarding the following to time. or not more than 11.25% on the basis of a
prooosed transactinns. prime commercial rate cf 9%.

By order cated October 11,1977 (HCAR No. 20206), With respect to the Class ill banks. Ohio Power has a
-

Ohio Power was authorized to issue short. .; m notes to money market facility at each of two named banks in an
.

banks and dealers in commercial paper anc demand aggregate amount of $25,000.000.These money market
notes to bank trust departments through December 31, facilities do not represent a formal commitment or en-
1978, in a maximum princioal amount of $137,000.000 gagement by these banks to Ohio Power, but represent
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COORDINATION AGP"$ENT

,

among

-

AMERICAN M*JFICIPAL POWER -OHIO, INC.,1

COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY,
I

OHIO POWER COMPANY,
| N
i
J

and
i

!
: AMERICAN ELECTRIC POWER CCMPANY, INC.

1

l
i
1,

i

)
i

!

|
.

E

9

-

i

!
i
'

i
.

,

} ?
!
1

|
|

|

!Dated as of May 1, 1979
.

,
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j COORDINATION AGREEMZh"
' I ,,

j )'

AGP" MENT, dated as of May 1,1979, among !
j

: AMERICAN MUNICIPAL POWER-CEIO, INC. , an Ohio corporation.

! not-for-profit (AMPO), COLUMBUS AND SCOTHERN OEIQ ELECTRIC
S

COMPART, an Ohio corporation (CSOE), OHIO PohT.R COMP ANT , an'
-

;
*

j Ohio corporation (OMO) and AMERICAN ELEC'"RIC POWER COMP ANY,
4

! INC. , a New York corporattan ( AEP) .
i
!

: W I T N E .S. S E T E :
. ----- ---
;

1

J
i

i WEEREAS AMPO is a corporation not-for-profit orga-
a

! nized and existing under the laws of the State of Onic to own
!

! and cperate facilities for the generation, transmission and
2

distribution of electric power and energy, and to furnish
't

technical services, such f acilities to be owned and operated,)

|
1

! and such services furnished, by AMPO on a ecoperative non-
:

4

: profit basis for the mutual benefit of its patrons ( AMPO
1

1 Patrons) such being and to be municipal electric systems

owned and operated by municipal corporations of the State of

Ohio, and-

i
i

WHEREAS CSOE is an electric light company, asj
~

i defined in Section 4905.03 of the Revised Code of Chio,'

;

'
*

i

j i.

a ,

I )
: \

-

.

! l
1

i
i4
,

; .

; -

w 4- g -.i w = + ~ . . * * _ , .. . . . . . , , , , _ , , __

,

j
i
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i
; l

i

organized and existing under the laws of the State of Ohio;

1

and is engaged in the generation, transmission and distri-
'

i bution 'of electric power and energy in said Stater and
I

i

! WEEREAS OPCO is an electric light company, as de-
i

fined in Section 4905.03 of the Revised Code of Ohio, c -
,
> .

I ganized and existing under the laws of the Sta:e of on~io

and is engaged in the generation, transmission and dis-

i tribution of electric power and energy in said Stater and
i
!

| WEEREAS all of the outstanding shares of common
4

I stock of OPCO are owned by AIP, a holding company registered

as such under the Public Utility Holding Company Act of

1935 (1935 Act); and
i
i
i

{ WEIREAS AIP applied in 1968 to the Securities
!

{ and Exchange Con =ission (SIC) f or authority under the 1935
l Act to acquire common shares of CSOE and the proceeding

: (File No, 70-4596; Administrative Proceeding File No.
i

| 3-1476) is currently pending before SEC; and

| WHERIAS on August 8, 1972, a number of dif-
i

i f erences between AEP' and the Ohio Municipal Electric
1

Association, a corporation not-for-profit organized under;

1
-

*he laws of the State of Ohio (OMEA) , having not previously
1 e ;

j been resolved, AEP and AMPO, together with the City of i

-

1

] 0 :ville, Ohio, a municipal corporation (Orrville) and OMEA
:

|
.

!

I
.

O

i
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1 submitted an offer of settlement (See:lement 7 cycsal) to I

i

|.~ SEC regi:esting that the Commission authorize AIP to acquire
tu

4 t|
g

common shares of CSCE subject to es ain special conditions :;

4 ;

| p;cycsed in the settlement 7:cycsal to be included is the
!
j Commissicn's order authorizing the acquisitice of c=mmen
: . ,

j sharts of C3CE by AEP; and
:
I

|
'

WHI2EAS AMPC and 07C0 have, pric: to the date of
,

i this Agreement, entered into an agreement, dated as of April-
4

i 1, 1974, as a= ended and supplemented through .he date herect
?
.

.

] (AMPC-CPCC Inter ==nnection Agreement), a copy cf which, as
!

! so a= ended and supplemented, is attached as Appendix Nc. 1
i

| hereto, the ter=s of which conte = plate ,that CPCC =ay render
<

{ transmissicn service to AMPC and =ay render emergency ser-
:

vict , shcrt-ters service, limited term service and other

j types of electric service to AMPC fc the benefit cf AMPO

Patrons, and that AMPO may render energency servics, short-
'

i

| ters servics, limited te=2 service and other types of elec-
!

j tric service to CPCC, the purgeses of such agreement being '

(
| to enable AMPC to achieve, for the benefit cf the =unicipal

f electric systa=s in Chic which are f cm time to time AMPO
i

i Patrons, benefits derived f:cm eccccmies of scale, and the
:

] cec dinatien of p;cgrams and operatiens, for the benefit
i

f

of AMPd Patrons through the servicer p;cvided under,saidi i
<

. ,t.

j agreement; and E

i -

4

1.

! - |

!

;

I

(

. _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ . - _ . , _ _ . . - , . , - - ~ _ . . _ , _ - _ - - - - - - _ . . - , _ , _ - . , - _ . _ - - _ , . - . , ~ ~ , , , . . , . . - ..

-



i

|
. .

!
*

I
-- ,

4 |,

|

t

WEIEAS AMPO and Orrville, an AMPO Patron, also
,

enteref;into an agreement dated as of June 1, 1974 (the f,

i AMPO-Orville Interconnection Agreement), a copy of whi=h is ,

;

i attached hereto as Appendix Nc. 2 hereto, and the AMPO-OPCO
i

Interconnection Agreement and the AMPO-Orrville Interconnee-1

,

) tion Agreement were on March 26, 1976 accepted for filing by-

;
' the Federal Power Commission as rate schedules of OPCO and
i

| .
AMPO, respectively, under the Federal Power Act, such in-

struments becoming effective as rate schedules under the
;

i
Federal Power Act on August 28, 1978; and'

< .

:
~

WEIEAS OPCO has, since the AMPO-OP00 Inte:: con-

neetion Agreement and the aMPO-Orrville Interconnection'

Agreement became effective, sold quantities of electric*

d

! power and energy to AMPO pursuant to the AMPO-OPCO Inter-5

- connection Agreement and AMPO has in turn resold pursuant
!

,

| to the AMPO-Orrville Agreement quantities of power and

ene rgy at wnelesale to Orrville for resale by Orville to

1 its consumer customers; and

i
I -

j WEIEAS On July 21, 1978, SIC issued its opinion
..

! .
in the r aceeding in File No. 70-4596 (Ad=inistrative Pro-

1

| ceeding File No. 3-1476) under the 1935 Act wherein it
5

-
i,

: indicated that it would be prepared to issue an order ap- |.

' :- t,
.

F

proving AIP's application to acquire common shares of CSOE i,
,

i

were 'it not for certain matters which should be resolved,
;

I *

!

:

I

o

e

,
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'

!
5

-

including ccmpleticn of the racced in the proceeding by
j - filing '.t, >,.

wi h the Commission cf a c=ntract which wculd p =- t

vide the commission with reasenable assurance that a "muni-
.

$| Buckeye project ** wculd be created for the benefit of
4

: .

j- electric systems of municipal ec pc sticca in Chic (such
i

| systems being herein ecliectively called the Chic Municipal
J

I Group, and each such municipal system which is at the date
4

1

cf this Agreement c: which may hereafter become a cember of

j AMPO being berein called a memce: municipal corporatien c:
.

! an AMPO Member), se hat such systems might have an cyper-
i

tunity to develeg and enicy sufficient and ecenemic pcwer<

supplies and, through ecc dination with AIP's sy' stem,3

i

j achieve eccnemies of scale, and reliability of service., cf
i
<

j a greater cagnitude than wculd otherwise he available to
4
r

such A?20 Members; and,

i

i

*dHIREAS CSCE has under construction, in Athens

] County, Chic, two fossil-fired steam electric generating '

(
,

units, i.e., its 7csten Unit No. $ and its Festen Unit Nc.
! -

i
i

;

j * The original Buckeye 7:cject - created for the benefi-
! cf rural electric cc peratiens net-for-pecfit in Chic ^

'
. which have been purchasing thei respective pcwier re-
! quirements f cm Buckeye Pcwer, Inc., with assistance
i ;f:cm' OPCO and certain ccher electric light cc=pahies, .f
| - was authori::ed by the SEC in its ceder,-issued June ,!
! 30, 1967 in File Nc. 70-4437 ( Administrative ?:cceeding '-

{ File Nc. 3-1092) .
,

o e

'
, .

*
1

|
'
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I
e

!

t

| 6 (the Poston Units), the proposed characteristics of which

i > > i

j are summari:ed in Appendiz No. 3 to this Agreement, the de- ,,
i

1

j tails of which hare been communicated to AMPO prior to the .

i

; execut:,on and delivery of this Agreement, Unit No. 5 being
,

| currently scheduled to be placed in commercial operation in
!

! 1987 and Unit No. 6 being currently scheduled to be placed-

i

i

i in commercial operation in 1990, but which dates of commer-
!

cial we:ation mign:, if the completion of the transactions.

contemplated by this Agreement were to be assured, be ac-
!

j eelerated if AMPo Members, or certain of them, develop an
i

j earlier need for the capacity represented by such units; and
i
,

1 -

| * DEI 2J.A.S the AMPC--OPCO 3:e connection Agreement

specifically contemplates (i) the ::a'nsmission from time to

time of power and energy from points where bulk transmission
.i

i f acilities of OPCC interconnect wi h f acilities of AMPC, or
1

| of AMPo Members, or bulk transmission facilities of othe:
|

j electric systems, to delivery points to be established by
i

i the parties, (ii) the supply by one such party to the other
.1 i

t

! party, or fer the aecount of the other party, from time-
i

> ,

i |

to time of emergency service, short-term power and energy, |
i

1

- limited te:m power and energy, and the other types of power
<
)
4 and energy referred to therein, and the operation 'of the
1 ;

:

| systems of the parties in continuous synchronism difri=g b
:

!

{ such periods of time as such systems are interconnected
j

i
I

'

i

f
'

1, -

; . , . - . , . , . , -
-, .-._-_..--.,--_-.,._...--,-n-.. -.,,.+,,-a- - . -. , . , . , . . . n .-_-_ . - - . , - , . - - - - - , . - v,-
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,

ps 7s-

1

i

|- at one or more interconnectica points and/c ene c acre
1

delivery points, and throughcut the duration of any trans-,

b. ..

*

j actions scheduled to be effected pursuant to the ter=s of
,

i such agreement.
!
4

1

! NCW, THI3IFORE, in censideration of the premises -

i

,
and the mutual covenants herein contained, the pa=:les

1

i hereto do hereby agree as f=11cws:
1

-

1

| ARTICLI CNI
<
;

j PRILIMINARY S*IPS AND PRCCIOCRIS
l
!

| 1.1 AIP, AMPC, CSCE and CPCO shall, forthwith
,

- after the executien and delivery of this Agreement, cause

I this Agreemen: with the Appendices herete, including A, yen-
1

dix No. 4 constituting the financial plan of AMPC, to be

filed with SIC in the p =ceedf ng in File No. 70-4596 (Ad-
,

i

1

i ministrative Proceeding File No. 3-1476) under the 1925
:

| Act, (1) advising SIC that such filing is designed to p;c-
1 '

.i vide SIC with reascnable assurance that A GC Members will
i
;

j enjoy the ecencmic benefits of a p;cject of the type re-
1

-

j f erred to Wr SIC in its opinien dated July 21, 1978, and
i

! (2) in the case of AIP and CSCE, upcn ecmplation cf the
l

i recced with respect to the proposed exchange ef fer and the
,

; !

| pregesed exchange ratic, urging SEC (a) to determine tha: ,

?,

.

the material then filed with SIC on behalf of AI? and CSCE i

;.

I

I

i

|

|

| .-
,

.__ _- ___ _ -__--_m,% ,~-,_,.-_,4.---
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.

establishes . hat the ex=nange ratio is f air to the share-,

holders f CSOE and to those of AEP, and (b) to deter- g.
'

mine , in' sofar as this Agreement involves ooligations,
i .

'

duties and rights of CSOE and CPCO, the provisions hereof
i
J

=are in the puolic interest and do not contravene the

.

$ applicable provisions of the 1935 Act.-

i

.
1.2 OPCO and CSOE shall, if SEC shall then autho- |

4
'

l

rize AEP to acquire common shares of CSOE on the terms pro-.
,

i !

: posed pursuant to Section 1.1 of this Agreement and if AEP j
J

It

; sha11'thereafter acquire, pursuant to such SEC ac horization,
,

a numcer of the outstanding ecm:ren shares of CSOE equal to '

j at least 80% of the voting power of shares regularly entitled
s

| to vote for the election of directors of CSOE, promptly
I

! advise AMPO in writing of such acquisition (Notification.

Date) and the date of such acquisition ( Acquisition Date)

and that CPCO and CSOE are prepared to proceed with the

proposal herein contained that the AMPO Me=bers be afforded
.

i the opportunity to develop and enjoy an efficient and eco-
!

| nemic power supply, and, through coordination with AIP's.

1 -

' systa=, achieve economies of scale and reliability of ser-

vice of greater sagnitude than would otherwise be available
!

-

; to such municipal corporations while, at the same time,
,

! alizinat'ing the wasteful duplication of f acilities which !

j :-4

g.
I would be involved in the construction and operatien by such i

:
.,

| municipal systems of bulk transmission f acilities of their
.

4

i
.
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i

;

.
cwn th cughcut the State of Chic. AMPC shall, p:captly

afterthehetificaticaData, request the municipal corpc- f
; '

{ =ations then constituting the AMPC Members and other -

;

; municipal ec perations ec ecmplete and furnish to AMPO
i

} in reasonable detail, to the extent net previcusly furnished
i

! to AMPC, inic:matien and statistics with respect Oc the re- .

; ..

j spe ive electrical facilities cwned and operated by such

} municipal electric systems, the respective amcunts of pcwer
i

| and energy supplied to custcmers recsiving electric service
! .

f cm such systems, and the anticipated needs of such munic-
,

j ipal systems fe additienal pcwer and energy in future years.
!
3

| Upen receipt of the information and statistics so supplied

} to AMPO, AMPO shall thereupcn pr:mptly provide to CPCC and;
:

1 CSCE the infermatien and statistics it has received and
'

thereupon complete its analysis, in which CSCE and CPCC

shall cecperate with AMPC, cf such informaticn (a) to deter-

| mine where and under what circu= stances AMPO cecid reasen-
1

ably expect to acqui:e ser.e:ating f acilities in the State

|
cf Chic to meet anticipated needs for pcwer and energy of

,

i

; its then = embers which they expect will not be supplied by
:

| facilities cwned c: cperated by such municipal systems c: .

i

i purchased by such systems f cm suppliers other than AMPO,
!I -'

| and (b) t6 determine where and when it would be desirable !
: ;
'

to establish interconnectica peines and delivery peines i
~

i
i

-

j under the AMPC-CPCC Interconnection Agreement pending the

!

'
.

; e

i
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4

| completion of the arrangements for a Station Agreement and
$

; a Powpr Delivery Agreement contemplated by the terms of g.
. t

this Agreement. -

i

! 1.3 (a) AMPO shall be entitled, at its elec-
!

] tion, signified by written notice delivered to AEP, CSOE

!
j and OPCO on a date (Election Date) within six calendar.

| months following the Notification Date, to purchase from
)
i CSOE (subject to the receipt of any regulatory approvals

necessary to enable CSCE to sell and AMPO to purchase).

Poston Unit No. 5 or, at its election, ?oston Units No. 5
j

\

j and 6, on an "as is" basis, on a date (Closing Date) deter-

1

1 mined by AMPO and consented to by CSOE (which consent shall
!

1

j not be unreasonably withheld) , whi=h date shall not be later
j

~

.

i than (A) six months following the last- to occur of (i) the
i .

j Ilection.Date, (ii) the effective date of the proposed
1
i emendment to the Ohio Constitution set forth in Appendix 7

hereto and (iii) the effective date of the proposed legis-
'

lation set forth in Appendix 7 hereto, and (3) the date

when the execution and delivery of a Station Agreement and

! Power Delivery Agreement as contemplated herein shall be'

:
i
i completed, unless otherwise agreed to by AMPO and CSOE, such
1
i -

t purchase by AMPO to include the generating facilities so to
i
a

j be pug hased and such related f acilities as are designed to ,

be used in connection with, and easements required for, the |;s .-
r

. t-
!

-

) operation and maintenance of the generating f acilities so .

i
'

!

!

;
'

.

e

4
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i
;

*
,

j to be I.urenased. If Aso's electicn is to purchase Poston
;

;

i Uni: Ng. 5, rather than Pes ==n Units Nc. 5 and 6, the
i jg P

initial generating f acilities sc to be purchased shall *

! include only such land and equipment as shall be neesssary
.

1

1'
fc AMC to own and c=erate suen a single uni:, but shall

i
i
; include a: the time of the Cicsing Date all of -J:e cc==en
a

f acilities referred c in Appendix No. 3, but C30E shall be

| obligated in such event, if it ecmplaces and places Poston
:

Uni: No. 6 in ecmmercial cperation, to pay to AMPo at such

; date of ccmmercial opera:ica one-half of the ecs:s cf
.

i
cens:::c:icn of such ecmmen facilities (plus c: =inus such

;
>

I amcunt as shall represent a reasenable adjuscent Oc reccq-
i -

I ni:e that tne ccamen facilities have been suhject := scme

!
| depreciaticn but that AMPo has carried the invescen: during
i
l

i the in:ervening peried if Pesten Unit No. 5 shall have been
1

| placed in ec==arcial cperatien pric: to Pesten Uni No. 6)
e
t

j a'nd AMPo shall transfer to CSCE sn undivided ene-half in-
,

4

j terest in such ccm=cn facilities. If AMPC elects to pur-
,

chase ei:her Pesten Unit Nc. 5 c: Pesten Units No. 5 and 6

; and if ccmmen f acilities are used for units in additicn to
'

i

} Posten Uni: No. 5 c Posten Units No. 5 and 6, app:cpriate
t

! adjuscents s.2all be made for the sharing of ecs:s he:veen
1 -

i CSCE and AMPo in acec dance with the use of such ec= men
; t
! I

'
. s

j facilities. The price payable by AMPC to CSCE fer the gen- !.,
4 r
! erating facilities sc Oc he purchased shall be an amount
4
s

!
4

!
i

f
*

.

,
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in cash which, af ter provision for all taxes based on, or |
4

me asureh by , ne: income (withou: regard to any tax loss
carry-f orwards , carry-backs, tax credit or the actual .

of CSOE's taxable income or the taxable income ofamount

any consolidated group in which it may be partici..pating at

! the time of such ::ansaction) calculated at tse capital
| 5 . applicable and otherwise at thegains rate to the extent

~ maximum rate on taxable income payable by corporate tax-

payers, will equal, as of the Closing Date, after deducting j

such p;cvision, the total cost of construction (including
$ CSOE's ac===ulated allowances for funds used during con-'

. st=uc ion recorded as a part of CSOE's construction wo X in

| progress represented by the f acilities so to be purchased

except an amount equal to any reduction in in: cme taxes that'

i
shall, with respect to the generating f acilities so to be

! purchased, in prior years have resulted from a deduction fc
I an investment tax credit not subject to recap-
I interest, c
;

ture, for FeGral income tax purposes) incurred W CSOE with

to the acquisition, construction and installation of| re spect.

I,!

such generating and related f acilities, the amount of such
-

t

I construction costs to be mutually agreed upon by' AMPO and
.

! CSOE c , in the absence of such agreement, determined f cm
t

, . the accounts which CSOE maintains pursuant to the require- ,

t,, -

ments of the Federal Energy Regulatory Cor=nission (FERC) ,,

i
*

I under the Federal Power Act. In the event of such
; 1

. e
e

9
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4

I

j. election and purchase by AMPC, CSCE shall deliver to AMPO a
,

! quitclaim deed transf erring such generating and related ,g
; 4 *

i facilities to AM20, free and clear of all liens and encum-
;

brances other than liens and encumbrances of the type

:

J characteri:ed as " permissible encumbrances" in CSCE's ,

j Indenture of Mc : gage and Deed of Trust and such ease-

} ments as shall be reserved ec CSCE in connecticn with the -

| cperation cf the Poston Station as shall be =utually agreed

| upon by C3CE and AMPo, and assigning ec AMPO all of CSCE's
i

rights under its contracts with manuf acturers and ccnstruc-
1

i cica centrac:crs to the ex:ent applicable to the purchase

h
and installatien of the generating f acilities se to be

i pu r.h as ed , and in cennection with such purchase, AMPO shall
! assu=a all related cbligaticas of CSCE with respect to suchI

i

centracts. Under ne circumstances, unless c herwise =ctually
!

; agreed Oc .in writing (which agreement, insof ar as it een-
-

! cerns CSCE, CPCO and AI? shall not be unreasonably withheld),
;

shall the Election Cate cccur, c: AMPC be entitled to effect'

i

I the election p;cvided for herein, en a date subsequent ec

March 31, 1981 c the C1csing Date be la:e than September
',

i

| 30, 1981.
i

| (b) In the event that for any reascn.AM30 decides
-

.I .

!
subsequent to the Acquisitien Data but pric: to the last

>

date en which the Election Cate may ccen: hereunder not 20 t.
:

purchase either ?cston Unit No. 5 c: Pesten Units No. 5 and
1 -

|

|
1

-

! .

i

_ _ . . _ _ . - , ,, ._ - __ - ____ ._ _ _ _ _ . _ _ _ _ _ __
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! i

I i

I
6, but does believe that it would be in the best interests

of AMP and the AMPO Members to acquire generating f acilities /
i -
*

e

] for AMPC through the mechanism provided by this Agreement,
-

,

then AMPO shall so notify CSOE and CPCO in writing prior to

i the last date on which the Election Data may occur hereunde
!

j and CPCD, with the cooperation of CSOE, shall promptly pro-'-

| coed to use its best efforts to locate, and acquire for the
;

3

1
1

. account of AMPO (upon reimbursement by AMPO for any expenses
,

1 incurred on behalf of AMPO a herein provided) a site on
!

] whien there can be installed, assuming requisite regulatory
;

( authorizations are secured, generating f acilities which will |
< i
! '

j initially have a rated capacity of no: less than 600 MW (ne )
I

I

but not more than 1300 MW (net). The generating facilities,
'

'

initially to be owned and operated by AMPO, whether or not

{ such f acilities constitute (1) Poston Uni: No. 5 or Poston
:

Units No. 5 and 6, (2) generating facilities not now being
'

constructed by CSOE c: OPCC which AMPO may contract, prio: to

i the Acquisi: ion Date, to purchase from another entity or (3)

. generating f acilities not now under construction at any loca-s
1 -
1

tion to be constructed hereunder by or for the account of

AMPO, are herein called the Initial Generating Facilities.,

!
'

j The Initial Generating Facilities to the extent they consti-
;

j tute Poston Unit No. 5 or Poston Units No. 5 and 6 shall bee ,,

! I i
; designed to have such characteristics, other than those which t-
:

. t

j have al:mady been fixed, as are mutually agreed upon by AMPO,
:

i

s

4

} .*

1
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!
,

CSCE and CPCC but which it is expected will be hose de-

1

; scribed in Appendix No. 3. If such Initial Generating Fa-

! + .,

j cilitias are to be e nstructed by and en behalf cf AMPO and ;
i

i, are (x) to be c hor than facilities purchased by AMPC f cm
,

i some c hor entity and other than Peston Unit No. 5 c: Pesten
I

-

j Units No. 5 and 6, and (y) to have an aggregate 4apability
} upon ec=pietien of cons :vetien of app;cximately 600 MW{

--
-

1

1

(net), such Initial Generating Facilities shall be designed

to have such characteristics as shall be =utually agreed

upon by A.GO and CPCC but which it is expected will he the

characteristics described in Appendix No. 5 c: if such
'

Initial Genera ing Facil,ities are to have upcn cet::ple-

tien of const::cticn an aggregate capabilit.7 cf scre than

600 MW (net) but not nere than 1300 MW (net), the charac-

teristics descrihed in Appendix No. 6. If , hcwever, AMPC

.
shall centrac: te purchase generating f acilities f:cm, c

to have generating f acilities ccnstructed by c: en behalf

of AMPC by, an entity c: entities cther tnan CSCE c: CPCC,
.

neither C5CE nc: CPCC, ner any affiliate of either, shall

need ec be invc17ed in discussions with respect te the ,

characteristics of such f acilities. CSCE shall net, pric:

te the earlier of (A) the last date en which the Election
Data may occur hereunder and (3) the date en which AMPC shall

f
tnotify: CSCE and CPCC that it has decided net to purchase j

:

Posten Unit No. 5 c Posten Units No. 5 and 6, cancel and :

. .

.

ee

, -- - - - - - -.-- - - _ _ - --- - -
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.-

finally terminate, as distinguished from postponing, any-

;

,

further construction work of Poston Unit No. 5 or Poston
! Il ?,

|
Unit N6. 6 witsout consulting with AMPO and AIP with respect !,-

.

i
to such action.4

4 1.4 The parties hereto recogni=e that technologi-
,

; cal and other factors may necessarily affect the si=e of the'

.

Initial Generating Facili. ties - if they are not Poston Uni:-

!

1
No. 5 or Poston Units No. 5 and 6 - and that it may be neces-

t

!
' sary to secure in advance of the completion of the Initia.'.

.
4 Generating Facilities, if they are to be constructed by,

i

! and/or for the account of AMPO under this Agreement, various
4

i siting and other authorizations before construction can bej
.

commenced er completed and that the si=e of the InitialJ
-

:
:

! Generating Facilities may also be affected by the si=e of
.

) the site selected therefor and by regulatory requirements
1 *
:
J

j aff acting or limiting the discharge of pollutants and waste
! during the course of the operation of the Initial Generating

I Facilities. It is, however, the objective of the parties>

i

1
hereto (1) that the coordination arrangements herein contam-1

plated will cover the Initial Generating Facilities, whatever$
. .

i

i their si:e; (ii) that, in addition to any deliveries of |'
<

4

power and energy under other schedules to the AMPO-OPCO In-
,

| terconnection Agreement, as such Interconnection Agreement
:or such schedules may be modified from time to time as .

r
t'i

| provided therein, OPCO will, af ter the 51ection Date andI '
,

;

t

|

J |

i i

! .' |
2
'

1

. . . . . . _ . .
|
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4

I during the period prior to the date of initial commercial

operation of the Initial Generating Facilities (but in no
, , ,

j event'- if the Initial Generating Facilities are to be fa- *

.

| cilities constructed pursuant to this agreement cy or for

I the account of AMPO but are other than Poston Unit No. 5 or

Poston Units No. 5 and 6 - for a period longer than that

i which OPCO sna11, pursuant tu a :aasonablo exercise of its '

i
'

judgment, based on its own experience and that of others,

j advise AMPO on' or shortly after the Election Date, should

be required to complete the construction of the Initial
1

| Generating Facilities), to the extent OPCO has capacity and
i

related energy available for such purpose from the most

recently completed generating unit having a capability

exceeding 800 MW in Ohio of OPCO, or of its subsidiary,

! Chio Electric Company, or if not available from such cnit, -

1

i from other generating facilities of OPCC, supply to AMPO
i

! for resale by AMPO to one or more of the AMPO Members power
i.

| and energy in such amounts as AMPO shall request on not
1

j less than six months prior written notice (not exceeding
;

j 200 MW in the aggregate) through the scheduling of such '

] quantities of power and the energy related thereto from
e

i time to time under the proposed Schedule to the AMI ,PCO
:

| Intercon,nection Agreement attached as Appendix 8 hereto,
'

,
.

! if the same shall be made effective by FERC under the y

Federal Power Act without suspension or modification

_ - _ _ - _ - - _ - - _ . _- . .
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:

;

j other than insertion of the duration period contemplated i

herein; (iii) that, to the extent that any of the AMPO'

j .s p

Members shall, during the period of the rempletion of the
;

!

!. construction of the Initial Generating Facilities, cancel,
4

I terminate or reduce .he amount of capacity available to
! .

1

such AMPO Memoer under power supply arrangements in exist-i -

i
'

:r ence with other u:111t f syst ems at the date of this Agree-t

1

j ment, except for a power supply arrangement for an equal or
1 -

larger amount of capacity effected by such AMPO Member in!

!
I substitution for any such a= angement, and except for
t

! ac icn reasonably designed to enable such AMPO Member to be
,

! . in a position to pu =hase its p cportionate shars of 'the
?

-

|
- capaci:y available in the Initial Generating Facilities

! upon reasonably anticipated date(s ) of the commer=ial-

2

i

j operation of such Initial Generating Facilities, OPCO shall
!

! be relieved of any obligation which it may have undertaken
.

i

{ under any such schedule c schedules to the AMPO-OPCO
1

Interconnection Agreement to supply capacity, and energy

related thereto, to AMPO during such period, (iv) that, in

the event of a delay in the scheduled in service date of~

; .

i
j the Initial Generating Facilities, AMPO may request power
!

j and energy necessary to serve load as to which other
|

| arrangements were ta==inated by one or more of th'e AF2O
i : ,

'

Members in reasonable anticipation of the availability of
.

1
-

i

.

1

i

| ,

, 1

,

t

i

-. _ _ _ . , _ _ . . . _ _ - _ , - -. , . - . _ , . - , ,_ .. _s _._..__m_. . ,, _ ,.. _.. _.-_ _ .,__..,. ,_ ,, ._ _. r.____,,_.%_,, , _ - . . . - . . , , , ~ , . - , - <
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! !
I.

the Initial Generating Facilities, and CPCC shall use its
.

1

; best e* forts to p cvide suel. power and energy under the
E ,,

.
'app;cy'riate schedule c: schedules to the AMPo-CPCC Inter-'

i .

connectica Agreement to the extent it has such pcwer and
;

I ' energy available; and (v) that in no event shall AI7, CSCE *

i
c: OPCC be obligated under this Agreement to diver any cf'

,

, .

*
! : heir persennel f:cm the perfc:=ance of regular duties er
4

| ctherwise assis: AMPO, c: cccperate with AMPO, in the con-

i struction and/c: acquisitien by, or en bahal* cf, AMPC cf
a

j facilities vnich would result in AMPO cwning and operating

generating f acilities in the St. ate of Chic, c elsewhere,
i

'

having an aggregate capacity exteeding (unless otherwisej

{ mutually agreed upen) the aggregate capacity of the operat-
1

1

j ing stea=-electric generating units (exclusive of je t
.

turbine and internal ecchustica peaking units) cwned by,

i
1 CSCE en January 1, 1979 (including for such purycse any

| undivided cwnership interest in any jcintly-cwned opera -
4

j ing generating unit to the extent of such interest); p;c-
4

vided, hcwever, that since technelegical and regulatory

| fae:c s will c nay affect the size of any additional
i

j generating facilities which may be cwr.ed by AMPC, the
4

j parties agree that in determining the si:e of any addi-

$ tienaz unit c: units, to be constructed by c for the

i 5 -' ,

account of AMPO and to be cwned and cperated by AMPO, AMPO 4

!
:

J

a

4

!

t

i
.

- . _ _ _ . . _ _ . - . _ _ _ , - _ . _ - _ . . . _ _ . _ . ,__.___.__.m... .._ _.-- -- - , _ . _ _ _ _ . _ . . . _ , , . _ . . . , . . . - _ -..__,.- - --
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,

1

shall be entitled in its discretion to limit the size of
1

i

j any new unit which it is to own after taking into account
!',

! the tiien state of the art in the design and construction of
.

*

; \.

generating f acilities, the capacity of available f acilities, |
:
4

E

.

applicable rules and regulations of governmental agencies
-

. , and other pertinent engineating, regulatory and technologi-
! ca.1 factors; and provided further, tuat in no case is it
!

j proposed that OPCO will be required to dedicate or transfer
!

-

j to AMPO any generating station site, or any equipment or
i

j machinery which OPCO deams, in the exercise of its sole
i

! judgment, 'should be used in supplying loads which OPCO and )
i

j other members of AEP's system may then be supplying or may
|

expect to supply in future yea-s.

1.5 In the event that it is decided by AMPO and

j OPCO that the Initial Generating Facilities of AMPO will
i
j be facilities other than Poston Unit No. 5 or Poston Units
i

No. 5 and 6, and other than f acilities to be acquired by

! AMPO from others (other than CSOE or OPCO), OPCC shall, if
4
i

1 and to the extent requested by AMPO, either directly or
!

| through its affiliate American Electric Power Service Cor--

| Poration (Service Corporation), or others selected by CPCO,
I

use its best efforts, with due regard to its obligations to-
;

perform similar services for members of the AIP System,
i

to: | - p
t

*

e

. _ _ _ - . . - . _ _ . _ _ _ . _ _ . . _ _ _ . _ _ _ . _ .. , . , _ - , , . , , _ . . . , , , . . _ ~ . . _ _ _ . , , _ . _ , _ . , _ _ . _ , _ , , . . . . . . . , . , . . . ._
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!

(a) Preparr such drawings, designs, plans and4

:

] specifications as may be required, ' nd AMPO shall request,a
,t'

; t 'with respect to the construction of such Initial Generating
f

*

Facilities.
'

,

(b) Assist AMPO in selecting suppliers who will -

i sell to AMPO equipment and materials comprising ' parts of
! '

: such Initial Cenerating Facilities or provide services or
!

j labor with respect to such Initial Generating Facilities.
:

1 To this end:
+

.

| (i) OPCO shall, pursuant to AMPC's written
i

j directions, prepare specifications for such major

1

i
contracts as AMPO shall request and CPCO shall

i
determine to be not incompatible with the perform-

i
ance of similar work for its own account, and shall,

if similarly requested, subject to the approval and
:

i di:ection of AMPO, act as AMPC's agent in ungaging
i

1

in preliminary discussions with potential suppliers.4

.

'

( (ii) Upon the approval by AMPO of general -

i
j conditions and specifications for specific con-
1

; tracts, and the making of other decisions with -

t

j respect to invitations for proposals, OPCC shall
-

.\

prepare forms of definitive bid proposals and,

!

furnish them to suppliers previously selected-
'

r;

| b'y AMPO. 3-

:
,

I
.

_ _ _ _ _ _ _ . . - _ - _ _ . - - . . . _ _ . . , _ . . _ . . . . . _ . . _ . . . . _ _ _ . . . . _ . _
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:
;
i

~

i (iii) Open the receipt of bids from sup-

1ers, OPCC shali review and evaluate such bids t,

! cnd shall communicate the bids and such evalua- ,

L

* ions to AMPO for AMPO's final deter =ination
i

l with respect thereto.

#
(iv) If directed to do so by AMPO, OPCC

.
,

| ? shall seek to resolve any differences or in-

consistencies between the general conditions
>

| and specifications of AMPO and those of the
.

! supplier contained in its bid, but AMPO shall
:

I bear the .1 ole responsibility for accepting c:
.

:

|
re jecting a r.:.d and f or the ter=s and condi-

i
i tiens of def:.nitive contracts between AMPO and
1
4

t

i such suppliers,
i

1 *

J (c) Assist AMPO to engage a construction manage-

4
i ment c gani:ation to supe: vise the construction of such
i

) Initial Generating Facilities, which c ganization may be
i
j OPCO c Service. Corporation, c another cc peration which is
i

f a member of AEP's system, which construction management
i

! c ganization, if other than OPCC, shall cons, ult with |
-

!
i

{ OPCO and shall inform OPCC of all proposed major changt.s c
i

j material additional expenses relating to such Initial
1 .

Generating Facilities. ,

!
,

i (d) Assis: AMPO in providing an accounti'ng i j
1 |

'j

; department of AMPO at the construction site to provide
!

! accounting servie.cas and cos: analysis.

t

1

} .

; . . . . . . . . . . . . . . . . _ . . . . . . . . _ . , _ . . . . . _ . . . . . . , . . .

'
_ _ _ _ _ __ _ _ - _ _ _ _ . . _, _ _ _ _ . _ . _ . , _ , _ . _ _ , _ _ _ _ _ . , . _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ -
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,

! (e) Prepare for AMPO such periodic reports with

respect to the status of construction of such Initial Gen-

Il 5,,
erating Facilities as the parties shall determine are appro- .

,
. . .

priate in the circumstances,;

i

i (f) Provide AMPC with information and recommenda- '

tiens designed to assist AMPC in deciding upon the es-,

: .

,

]
seatial elements of the design of such Initial Generating

i Facilities and, upon AMPC's decision with respect to such
i

| essential elements, orco shall assist AMPO in selecting
!

1 contractors, subcontractors, specialists and consultants

! who will render labor or services to AMPO in connection
i

i with the engineering, design and construction of such
!

| Initial Generating Facilities.
,

:

) (g) Provide information to AMPO en insurance

j coverage with respect to construction, transportation and

operation of such Initial Generating Facilities and the ecm-

ponents thereef, and assist AMPO in obtaining such insuranced

as AMPo, based upon information and recommendations provided
4

'

by OPCO and its independent evaluation of such information
'

and information otherwise obtained, shall seek to obtain.
..

(h) Perform such other functions for AMPO in'

.

connection with the design, engineering and construction

of such Initial Generating Facilities as shall be mutually'

agreed:I
'

,hupon by OPCO and AMPO. '
-

::
i

i

!
. - _ _ . _ . .-- _ _ . _ - . - - . - _ . . - - :.
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! |
4

f 1.6 (a) OPCO, in rendering services untler Section i

i

j 1.5 of this Agreement with respect to the purchase by AMPO '
.

,

of eg'ipment and materials, or the rendition of services to{ u
!

i AMPO, shall use its best efforts at the request of AMPO to
|

| review or cause others selected by OSCO to revie,w, proposals
'

- submitted by third parties to AMPO and furnish such recom-
'

! mandations to AMPO as OPCO believes will be helpful to AMPO

j . in enabling AMPO to purchase such equipment and materials,
t

]
or to secure such services, on terms which are advantageous<

:

i to AMPO, it being understood that the final terms of any
|
j resulting contract or purchase order shall be the responsi-
i

j bility of AMPO and not of OPCO or any affiliate of OPCO.
I

{ (b) AMPO shall obtain insurance covering
1

construction work in progress and risks incidental thereto,,

naming AMPO, OPCO and any and all contractors, subcon-

| tractors, consultants, specialists and others engaged in '

j the construction of such Initial Generating Facilities, as-

:

{ parties insiured thereunder as their respective interests
;

,

j may appear. Such insurance shall provide such coverage
:

f as is customary in the industry and shall cover, among
2

|

!
other things, claims for damage because of bodily injury,

! illness, disease or death, and claims for damage to or
'

1
.

1 destruction of property, including loss or use thereof.
r

,.
: (c) AMPO shall make such arrangements in !
| '.

| the contracts and agreements which it enters into for the
|

manufacture and installation of equipment and the rendering,

i i
'

i

|
'

__ _ . . . - - . -. - - - - _ - - -
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i l

t

i

! of laher and other services by contrae:crs and scheen-
4

| tracte}s as shall be necessary for the initiation, main- t'

e

i tenance and supervision of apprcpriate saf ety precautionsi

and pregrams in connection with the c=nstruction of such
.

a

! Initial Generating Facilities and ec that end AMPO shall
.

take all necessary precautiens in such agreemen:s and e=n- ,

o
I :: acts for the saf ety ef, and prctecticn customary in the
|
f indust:7 to prevent damages, injury er loss to, all em-
1

i plcyees er agents of 07CD at the cens::cetion site or adja-

cent thereto c engaged in travel c: wc:X related thereto.
! AMPO shall also a :ange in such agreements and centracts
;
i

! fer cc=pliance with all applicable laws, c dinances, rules,
I

.egulations and orders of any public authori y having juris-
,

dicticn for the saf ety of persens er preperty and to pectac:

| them f:cm da= ages, injury c loss, in connecticn with the

| wc k involved in the construction and erection of such Ini-

| tial Generating Facilities. ~

1

! (d) AMPO shall, to the extent consistant with
l subcon-
! practics in the indust y, cause any cen::acter c .

s
i to furnish satisf ae: cry indemnities, warrantiescracect>

and evidence of insurance and wczksen's ec==ensatieni

ecverage in respect of all work to be perfor=ed by such
j t

|
cont:(cter er subcentractor and to p;cvide perfergpnce ,,

1

bonds adequate to assure satisf actory ec=pletien of such ;

)i

! work. 1
; i

e

e

, . . . , . - . . . . . , , . . _ , , _ . , . , - . . , , , , , . , , . , . ,e.,_,, , , ._ _ - . . , . , . _ . _ , , . , , _ . . . _ _ ,,,.___n_ - .
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4

1.7 Because of the fact that AMPO and CPCC each

j has an individual concnercial incentive to bring abou: the *
-,

\-

i
; successful construction of efficient and reliable Initial ,

> Generating Facilities, and that each desires to preclude the
,

adve rs e impact upon their mutual objective which wecid
4

: ,

result from the imposition of unreasonable responsibility
i er liability upon AMPO, CSOE , OPCC , Service Corporation, or
)
| their respective empicyees and agents, with respec: to
1

-

: defects, latent or otherwise, in the design, manufacture,a

:

! construc. ion, installation, or operation of Initial Gener-
i

I ating Facilities installed pursuant to Section 1.5 hereof,

f therefore to that and (u:.less otherwise mutually agreed
j
' upon in writing with respect to assignments which AMPO

specifically requests CPCO to perform pursuant to Section

1.5 of this Agreement):

(a) OPCO waives any and all clai=s fer damages

or other relief against AMPO, and AMPO waives any and all

claims for damages or other relief against CSOE, OPCO,

| Service Corpora: ion, or any of their employees with respect
,

to any alleged error or omission in the description, design,'

,

.

!

1 drawings , designs and plans, recommendations, estimates,
i

|
inspections, warnings, sei.edules, studies or other communi-'

; cations related to the Initial Generating Facilities, oral .
,

t, |'

! :.

1 or written; and [
- ,

'

,

I

|

<

'
<

|

'

.- |

; \

,

_ __ _ ___.- -- _ _ . _ ,... . . . - _ . , . . _ _ _ - --,-.-.___.,,.m ___-_-,,,,,_..r,..,, ,. .m_,_,,,,__,. .,.-,,_.__,--,.,,,,.m , . _ , ,
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!- !
:
! (b) Each party shall look solely to persons or

| corporatiens other than the other parties herets or their
-

.,y go
respodtivr employees for relief upon any claim for respon- 8

e

*

: sibility or liability arising out of the design and con-
4

i struction of the Initial Gerwrating Facilities based upon
* non-merchantability; unfitness for any general cE particular
;

j purposer latent er patent defects in design, fabrication,
'

.

i
; manufacture, inspection, assembly, construction, installa-
!

! tion, or operation; incompatibility of elements; negligent
s

: or otherwise wrongful acts or omissions of contractors or
s

subcontractors.

| 1.8 AMPO shall, as OPCO shall from time to time
1

i reasonably request, assign at its sole expense ene or more
i

! engineering representatives for the purpose of, among other
:

-

! things, approving and modifying drawings and plans recom-

! mended by OPCC, supervising the work in progress and advis-
i

ing AMPO concerning the status of the constructicn.
i
1 1.9 Any consumers' sales, use or excise taxes
!
i validly imposed on purchases of or for the Initial Generating

Facilities shall be borne by AMPO.

1.10 OPCO shall submit to AMPO as early as prac-

| ticable in each month a hill for the cost of the services,
;
'

including costs incurred by OPCO for services rendered by
i .:

others{to AMPO, during the immediate preceding month. Bills I;
1..:

rendered by CPCO to AM'PO shall be paid within fifteen days ',P.
,

.

i

4

I

'
__ _ - . _ . ___ _ . . _ . _ _ . _ . _ . . _ . _ . _ - . . _ _ _ , _ . _ _ _ . _ _ _ _ - . , _ . _ _ _ . _ , . . _ ,
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af ter .he receipt by AMPO thereof, but the bills submitted'

} shall be subject to such subsequent corrections as may be .

1 ,

i

appropriate as a result of audits made for the purpose of'

i

i verification thereof er otherwise. The costs of 0?CO shall
:
I

! include the following classes of items:
;

; (a) Payroll of personnel of OPCC, Service Cor-!, ,

,
: peration and others selected by OPCO, for work relating ~to

4

.i che design and construction of Initial Generating Facili-
t

-

j ties, including the cost of social security taxes, unem-

| ployment insurance expenses, group life insurance, group
;

{ hospitalization and medical insurance, pension plan con-

tributions, work:nen's compensation and public liability

j insurance and the cost of other fringe benefits accruing
i

to such employees.;

4

| (b) Charges to OPCC by Service Corporation*

!

i and others se',ected by OPCO in connection with services
1

| furnished.
a
1

j (c) Other expenses of OPCO, Service Corporation
i

j and others: selected by OPCO relating to the design anu

i
; construction of the Initial Generating Facilities.*

,

Wi.hout limitation upon the foregoing provisions
|

'

of this Section, it is understood that (i) OPCO shall be|
i .

! entitled to receive from AMPO full reimbursement, including
; ; -

| such reasonable compensation or profit, including "ompensa-c

i tion for 9e use of capital, as shall be mutually agreed

I
i

*

f
*

>

1
r
|

|
|

. _
- _ _ ___ - . --. - - .,..-. . . - _ _ . . - - - - - . . _ . _ _ , . . . , - _ .
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|.

upon f cm time to tima by AMPO and CPCC, fc all costs and
:

expenses incurred ht CPCC fc the account of AMPC in con-
I...

nectic'n with the design and constructicn of ena Initial |t
,,

Generating Facilities pu=suant to the provisicas of this
.

Agreement, and (ii) CPCC shall nce under any circumstances
*

|
he ecligated under this Aq;eement to perf ers any assign =en:4

, .

:ask unless, pri== =c the com=encement of such activity,c
n

sutual agreement shall have been reached, and previsica

i for payment made, with respect to the basis c: bases en
!

j wnica CPCo ch:11 se be reiscursed. In cases where the
t

i alleca icn of an itam of ces: c expense is sa~< between
1

j wc:k perfor=ed hereunder and other work, such allecatien

may be =ade, unless required to take other actica by ap-

| plicable rule, regulation er c dar of the Commissien 'nderu

j _the'1935 Act, by CPCC in acec: dance with the ;;actices and

p ccedures established and regularly e=cicyed by it in

allecating expenses between c a=cng other constructicn
,

4

! pecjects conducted by it in which it =ay then be invc17ed.
~

l
1.11 In the event that AMPO shall decide to'

.

; purchase Peston Unit Nc. 5 c Pest =n Units Nc. 5 and 6 en

the "as is" basis herein contemplated and shall effect the

purchase of such facilities f:cm C5cE pric: to the comple-
tien of the construction thereof, OPCO and CSCE s' hall there- |

i

iaf ter assist AMPC in the cc==letien of the construEtien of ij |
,

these parts of such f acilities as are to be part of the
.

5

.

- , , . , , - - , ,- .a ,, -,,, ,-- - - - , - - - , , - , - - , - - -
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Initial Generating Facilities of AMPO in accordance with

the principles and procedures specified in the foregoing
!>

.

.

provirions of this Agreement; provided, however, with re- '
-

1

spect to activities involved in completion of Poston Onit
*

No. 5 or Poston Units No. 5 and 6 after the Closing Date,.

the provisions of Section 1.7 of this Agreement 'shall ap-

2
- ply except that nothing herein contained shall be deemed

'

to ex=use in such event any liability or obligation of a; ,

f |

-

party' hereto to any other party arising out of gross negli- j
i

:

gence of such party or willful breach by such party of any

contractual obligation to any other party hereto.;

:

| 1.12 The parties hereto agree that provisions, if

i . any, required to be included herein by Executive Order 10925,

Executive Order 11246, and/or by 53706.042 and 54115.04 el4

sec. of the Revised Code of Ohio relating to State minimum

wage requirements, and provisions, if any, required to be

included herein with respect to the affirmative action policy;

;

of the State pursuant to Executive Orders of the Governor of
,

i

| Ohio in effect at the date hereof, shall be deemed to be in-

! eluded herein as if set forth in full herein.

1.13 AMPO, CSOE and CPCO, as parties to this* *'

.

| Agreement and, as prospective parties to the Station Agree-

I
j ment, agree that, because of the interacting benefits and

-.

burdens conter. plated by this Agreement and the Station .

!.r

:
.

i

.

e e+ m
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i

f

!

Agreement, each such party has a duty to each of the other
,

two y ::ies to act fairly with respect to the transactions
i *

contemplated by this Agreement and the Station Agreement.
:

.

i

1
ARTICLZ T'0

.
4

I

|
STA**CN AGRIIMENT AND PCf!R DEI,IVI2Y AGRIIMINT

.

!

;

i 2.1 In the event that it is determined, pursuant
'
4

|
:o the p;cvisions of this Agreement, that AMPC shall become

1

| the cwner of Pcston Uni: Nc. 5 c Peston Units Nc. 5 and 6
:
i

| by purchasing such generating f acilities under constructicn
i

i f:cm CSCI as herein p;cvided, CscI, CPCC and AMPC shall use
,

their best efferts to nesculate mutually agreeable ter=s

of, and then c execute and deliver, a Statien Ag:sement

(having a term equal to the an:icipated useful life of
. the generating f acilities invclved, Oc be mutually agreed

upon pric: to the executica and delivery of such Station
Agreement, but net =cre than 50 years) conforming as to -

its principles (including pricing motheds), to the station
agreement, as amended, which relates to the Buckeye P cject

(Buckeye statica Agreement) except that (I) p;cvistens

relating em cperatien, including leading and unicading

units, maintenance, scheduled cutages, p;cvision -for fceced
.

6

cutages, uses of varicus :ypes of fuel, including :the use cf }
r

oil fer start-up and flame stabili:stien purposes, and tus .

-
i

i
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.

i limitation of emissions of pollutants and discharge of ,/
i'

|
*

'
. .

j wastes and other provisions are to be prepared in the light
i .

i of (i) the actual technical and operating characteristics of.

r

the generating and other facilities which will be involved

! on this occasion, (ii) changes in the art, (iii) current and;:,

| prospective regulations involving the environment and the -

i -

i use of vs Mous fuels, (iv) the possible need under current
,

i and developing regulations for load curtailments, (v) other
i

; circumstances involving go'vernmental programs relating to
! .

i the use and conservation of energy and (vi) the specific
1

,

tierms outlined below in subdivisions (a) through (g) of this

| Section 2.1, (II) provision will be made to assure that
;

payments to AMPO for power and energy sold and deliver)d

by or for the account of AMPO to AMPO Members will be in
,

,

)
{ amounts sufficient, when added to amounts received from

j others (including OPCO), than AMPO Members , to pay all ecsts
i

i and expenses of AMPO, whatever the respective loads of the
i . .

| AMPO Members may be so that there will be ne need to provide ;

'
.

- in such Station Agreement for OPCO to purchase any power |
1
+

i

j which is characterized in Sections 1.1 and 10.2 of the :
i

l

|
Buckeye Stat. ion.Agreemeni as surplus capacity, (III) no j

i

| provision will be made which would obligate OPCO co " bank"
t t :- p
| any chpacity or to supply any power of the type which is ;
: r:
! 'characterized in Sections 1.1 asd 10.3 of the Buckeye
i

*

i

I
.

.
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1

1 Station Agreement as Buckeye's Supplementary Power, (IV)
|

provision will be made for minimum capacity reservations by

AMPO of percentages of the capacity of Poston Unit No. 5 f
,

I and, if AMPO shall also purchase Poston Unit No. 6, the

capacity of Poston Units No. 5 and 6, in accordance with
| .

i the schedule annexed hereto as Appendiz No. 9, plus such
i

*

; additional percentages of capacity, if any, of Poston Unit ,

i

i No. 5 or Poston Units No. 5 and 6 as shall be reserved by

AMPO pursuant to the provisions of subdivision (a) of this

! Section 2.1, which capacity reservations in each case shall
I include AM?o's capacity reserve obligation, (V) provision
;
.

| for AMPC's responsibility for generating capacity reserve

| which shall be 20% of AM?o's capacity entitlement during
!

! each of the first three years of operation of the Initial
t

j Generating Facilities and shall be adjusted annually during
"

subsequent years on the basis of a formula, mutually to be
.

| agreed upon, that takes into t rount the availability per-
formance of the Initial Generating Facilities during the!

.

three calendar years preceding the year for which such

capacity reserve is so to be adjusted, and (VI) provision
-

.

will be made that AM20's capacity entitlement in the Initial

f Generating Facilities at any time shall equal that percen-

| tage of AM70's capacity reservation which is equal to the
,

produel of (a) one hundred and (b) the ratio of (i) one
, '* r
|

-

j' hundred per cent to (ii) the sum of one hundred per cent i
*

i !

l ,

|

J

. - . _ _ - . . - . - - . - - - - . . -- - - - . . _ , _ - . - _ . - . - . - - - - - . _ - . . . _ - - - - - - _ . - - - _ -
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,

l

P'f *

j and AMPO's reserve obligation in. per cent. The Station
4

i Agreement shall p:cvide for: *

,

; (a)(i) reservation by AMPO of capacity, in
!

{ addition to the minimum capacity reservations con-
* '

4 .

'

; templa:ed by clause (IV) of this Section 2.1, by
!

j notice in writing delivered not less than 96 months
1 .

prio to the time when such additional capacity is

I to be reserved for AMPO, or such other period as

may be mu.cally agreed upon (it being recogni:ed
.

-- that, whether or not AMPO elects to purchase
i
i

i Poston Unit No. 5 or Poston Units No. 5 and 6,

AMPO may give notice on the Cicsing Data to -

8
-

! apply to all periods within 96 months thereof),
:

| and any capacity reserved for AMPO as contemplated
i

i by clause (IV) of this Section 2.1 and pursuant
i

to any such notice shall not thereafter be sub-

) ject to any increase or reduction by AMPO without

! the written consent by OPCO, and (ii) the payment-

1

3 by .\MPO of all of AMPO's costs associated with

capacity which AMPO shall reserve in accordance-

4

i with this Section 2.1 (and the energy associkted

5 herewith to the extent taken or availed of bh j'
3
i r.

'

j AMPO from time to time during such periods for
-

>

i sale by AMPO at wholesale to customers of AMPO,
'

I

; including AMPO Members), and (iii) the purchase !
r

,

e

.

!

. . - _ . . - - . . - . - . - . - . . - . . . - - . . . . . - , . . - - - , - , - - - - - - . . , . - . - . , . - . - - , - - , _ , . - . , - - - . . , - . - - . . . , , - - , _ - . , . - , . - - - , - --
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i

-
.

i
,

of and payment, f :m time to time by CPCC, pursuant,

. :g,
' te the p cvisiens of Appendix to hereto, 7f AMPC's t
:
I

j costs assceiated with the capacity (Contract Ex=ess '

] Capacity) of the Initial Genera ing Facili:les an-
.

.

] sulting f m subtracting for a specified pericd f :m
,

j the :::a1 capacity of the Ini:ial Generating Facili- .

4 ties the amcunt of capacity reserved fe: AMPC dur-
1

ing such ;ericd, including AMPC's centributien to,

1

j required generating reserves in the Initial Genera:-
,

i

j ing Facilities (herein called either AMPC's Capacity
~

i
: Reservatica c: AMPO Capacity Reservatien), p;cvi-

\ sien c be =ade in such Statien Ag:sement that CPCC

j shall be entitled := take and avail itself cf (1)
1

*

i all of the energy in the Initial Generating Facil-
;

ities assccia:ed with the Centract Exesss capacity
;

and, in additien, (2) all energy which, during any
4

'i

: hcur in questien, shall 'nct he availed cf by AMPC
1 .

i

i pursuan: to its capacity entitlement based en its
1

| then effective AMPC Capacity Reservatien duly re- *

| served by AMPC fer sale by AMPO at whclesale to cus-
.

temers of AMPO, including AMPO Members, and all cther
4 energy available in such hcur in such Initial Gen-
! 6

i edating Facilities;
-)s

-

{ (b) the supply by CPCC, a its cption, in 5
,.

, lieu cf the payment of that pertien of the energy .

1

t

,

e

e - - - - , ,,,-,---,,,--,,,,--,,,n, ,..,w--,e--,r, ,n.- ,-,,,---n,.,,-,-,,,,,,,.,,-,-w-,w,,,. --w,,---
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i

'
;

4

charge whi=n represents the cost of fuel, of fuel
J v

-

i n adequate quantity to provide necessary fuel ,-;

i

stocks and quality to generate in the Initial -

; Generating Facilities the energy taken by CPCO
!

~I

which is associated with the Contract Exces's
4

'

Capacity;

(c) the supply by OPCO of Back-up Power

- from its own generating plants (and/or those of a
;

subsidiary company or other affiliate of OPCO) for
,

i
,

; the purpose of firming up for AMPO and its AMPO

] Members such of the capacity as shall have been

| acquired by AMPO from, or constructed for the ac-
!

.
.

count of AMPO by, CSOE or OPCO and is scheduled
i

j from time to time for delivery by or on behalf of
-

.

AMPO to the AMPO Me=bers from the Initial Genera:-
i

j ing Facilities, the energy associated with su=h j
i i

Back-up Power Oc be supplied to be paid for by
! l

! AMPO at rates initially specified in the Station

| Agreement, and frem time to time changed in accord-.

-
1

ance with the procedures to be set forth in the
i |
,

.

| Station Agreement;
,

1

; (d) the use by OPCO of its best efforts "to
4 , .

fhcilitate the purchase by AMPO from time to time j-
t.

of such supplies of fuel as may be required by r

AMPO to generate the energy associated with the-

'

.

b

e

9

- . . . . , . .. - - - . - - . . . - - - , . . , - - - - . . .--.,,,.....-,.n. - , , - . . ,
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:

i

i

eqpacity in the Initial Generating Facilities y, 1
-

n

scheduled fr:m tims to time for delivery by er

' on behalf of AMPC to AMPO Members;

(e) the supply by CPCC to AMPo fr:s time :o -

time unde: the AMPC-CPCC Interconnec-icn Agree-
'

=ent cf such emergency service, shcr -term pcwer,'

i limited-term pcwer, and such other types of pcwer
4

|

and electric service as shall be referred to
;

therein, and as OPCC shall determine is avail-
4

|E
able to it f:cm i:s cwn system and f:cm third

parties (including any such pcwer made avail-

; able to CPcc by AMPo through ene er =cre AMPO

Members fe: the benefit of cne c: =cre of the
:

other A?JC Members), and as CPCC and AFSO =ctu-

| ally agree shall be 2cid to AMPO for use by AMPO

fer the purycse of supplying pcwer req ired by

'the APSO Members and the payment by APJC =c CPCC

for the pcwer and electric service se supplied
.

by 03C0 cf such rates and charges as shall ini-
;

tially be specified in the applicable schedule
1

cf OPCC and f:cm time te ti=e thereaf ter changed4 -

15 the =anner s=ecified in such schedule c in
> .,-

,t-

the AMPC-CPCC Intercennecticn Agreement; ".
.

(f) an undertaking by AMPO to cause such cf
.

the AMPO Me=hers as shall at any time be inter-

connectede directly c indirectly, with f acilities

.

. .-
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;

,

4 1

of OPCO to take such actions as shall be
|

1 |
; necessary to provide for the synchronous opera-
) d i. '

i tKon, in conformity with procedures specified
s
I

J
from time to time by OPCO, of generating units .

1

i owned by such participants with the Initial
;

Generating Facilities and with C50E's and OPCO's^

'

i generating units; and
i
4 (g) such other terms as shall initially
;

j
- be mutually agreeable to OPCO and AMPO and

-;

those terms (whether or not mutually agreeable
i

! to AMPO cnd OPCO) which shall from time to time
i
1

j thereafter result from changes, with or without
t

: accompany'4g changes in the terms referred,to
<

$ above in this Article Two, (i) by mutual agree-
i

ment of OPCO and AMPO or (ii) in the absence of1

such agreement, by action of regulatory authority
3

having jurisdiction pursuant to applicable pro-
!

| visions of law upon unilateral filings to the
i

extent' permitted by law by OPCO or AMPO, as the
i

j case may be, of complaints and/or superseding

! terms, including superseding rates for power and
1

I energy supplied by the filing party to the other
i .

and power and energy supplied to the filing p, arty

j by the other (provided, however, that no party,to
c

-

f.
*

)

,

- - - - - - - , . . . . , , . , - . , , _ . . _ _ _ _ _ . _ , , , _ _ _ _
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.

1

'

t is Ag eement may seek to chtnge AMPC's genera - "

| ing reserve responsibility as p;cvided for in sec-
i

,

i tien 2.1(V) hereof during the first three years
1

.

: of cperaticn of the Initial Generating Facil.ities),; . *

c (iii) by ac-icn taken by any regula: cry auther-,,
,

icy c: c hor ::ihusal specified in the Staticn

i Aq;eement.

2.2 In the event that it is desarmined, pursu-

! ant to the p;cvisiens of Section 1.3(b) of this Agreement,
!

| that AMPO shall beceme the cwner of Initial Generating
i
: Facilities (other than Poston Uni: No. 5 or Pcston Units
i

1

} No. 5 and 6) to be constructed by er en behalf of AMPC and

Oc have an aggregate capability, upcn ecmpletien of cen-; .

I
'

st ction, of not less than 600 MW (net), but nce ocre than.

j 1300 MW (net), CPCO and AMPO shall use their best efforts
:

| felicwing the identificatien, acquisitien and app;cval of
.

| the site, and establishment of basic design characteristics

!. of the generating and relatsd f acilities) to nesetiatec
-

| cutually agreeable terns of,' and then to execute and de-
i

1 liver, a Statien Agreement conferming as nearly as prac-

] ticable in the light of the differences in locatien, the

size of the facilities, the peried of construction, and
s; :

.

p.

{ the anticipated date of ecm=e:cial cperatien, := the prin- !, -

ciples and terms cutlined in Section 2.1 of this Agreenent.
:

i
i

s

*
a 4

- - - . . - , - . , . , , ., , - -, . . - - - , , , , - - , , - - -
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2.3 AMPO, CSOE and OPCO shall also, concurrently

a

j with the negotiation of the Station Agreement contemplated
1 .I ' ,

i by this Agreement, use their best efforts to negotiate au-
!

.I tually agreeable terms of a Power Delivery Agreement, hav-

i ing an effective date coincident with the effective date of

! the Station Agreement, among AMPO, CSOE, OPCO, and such other'

j
~

electric lif.t companies as desire to enter into such Power

Delivery Agreement, such Power Delivery Agreement having a'

.

term of ten or more years (but not more than 50 years) and

conforming as to its principles to the power delivery agree-

ment which relates to the Buckeye Project (Buckeye Power De-

livery Agreement) except (I) that the transmission and deliv-'
'

ery charge rate for each year will be determined on the basis

of the product of (i) the then current average dollar per

{ kilowatt investment of CSOE and OPCO in transmission and

delivery facilities, determined as provided in the Power

| Delivery Agreement on the basis of the combined CPCO and

CSOE internal loads (exclusive of loads supplied directly

! ..om generating stations), the total Buckeye load and the.

i

AMPO capacity entitlement in the Initial Generating Facili-t
,

,

ties, and (ii) a then current annual carrying charge rate*-

of CSOE and OPCO, determined in the manner specified in the

Power Delivery Agreement, such transmission and delivery

chargy rate to be subject to annual adjustments, it. required, ,

g.

. pursuant to a mutually agreeable formula contained in the '.
|

|

|

|

-- . - . _ . . _ _ _ _ _ . _ _ . _ _ _ _ - . _ _ . ~ . _ _ _ _ - _ . - _ . . . _ _ _ - . . .
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| -

:
! Power Delivery Agreement, (II) the transmission and deliv-
!

l

j ery charges to be payable by AMPO will be determined by i

applying from time to time the transmission and .felivery
|

charge rate to AMPO's then current kilowatt capacity en- '

,

i titlement in the Initial Generating Facilities, (III) such
( - .

adjustments shall be made as are necessary to refleet .he
j inclusion of such electric light companies in Ohio as agree -

4
; to participate in, and the exclusion of such electric light
,

companies in Ohio as do not agree to participate in, the
Ia Power Delivery Agreement, (IV) provision will be made under
i ~

'. which, if AMPO shall subsequently acquire generating f a-
t

j eilities or an interest therein in addition to the Initial
Generating Facilities, delivery of power generated by sucht

j facilities will, to the extent practicable, he made to
delivery points established and to be established under the

; Power Delivery Agreement er, if not practicable under the
1

Power Delivery Agreement, CSOE and CPCO will use their best
4

j efforts to effect, under the AMPO-OPCO Inter-connection
.

-

Agreement or otherwise, other arrangements for such deliv-

j ery, and (v) appropriate recognition will be'given in the
.

j Power Delivery Agreement to the possibility that transmis-
t

j sien services may be rendered from time to time by CPCC
!

under the AMPO-CPCC Interconnection Agreement while, during1
!

, e

the same period or periods, transmission and delivery g
services are being furnished under the Power Delivery1

i '

Agreement. The Power Delivery Agreement shall provide for:<

4

|
4

s'

. - . _ - . . . _ _ ._ . .- . - - _ . - .. .
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i

(a) the delivery by CSOE and 0P00 over their trans-
,

j mission facilities of a capacity of 138,000 volts or more ,

(Bulk |TransmissionFacilities),u

to points of delivery within '
4

j
.

} the State of Ohio established in the manner mutually agreed
i .

! upon and set forth in such Power Delivery Agreement, of the
j
;

! power (and the energy associated therewith) to w'hich AMPO
i .

'
shall from time to time be entitled under the Station Agree-i

4

| ment for the purpose of delivery to AMPO Members provided
i .

that neither CSOE nor OPCO shall in any case be required toi
|
i establish any such point of delivery where the initial de-
! .

i mand at such point of delivery shall be less than 1,500
1

| kilowatts; provided that in no case shall CSOE or OPCO, un-

|
'

less it otherwise elects, be required in establishing any.

i
4

4 delivery point to provide any additions to its Sulk Transmis-

sion Facilities, or to any of its other facilities, includ-
!
j ing the construction 'r installation of any connecting span
1
*

or spans of conductors to the facilities of AMPO, or of any

AMPO Member, and provided further that AMPO shall agree in

} such Power Delivery Agreement to cause AKPO Members to
i
'

provide at the cost and expense of AMPO, and/or such AMPO
,

]

| Members, such transmission, subtransmission, substation,
4

i
,

distribution equipment and other facilities as may be
!
; necessary to establish each such delivery point; provided
I ,

} further that, where existing loads are transferred to a |-
;

-
.

{ newly established delivery point from an existing delivery :

! 1

;

1
!

I

|
-

:

1

- _ _ _ _ - _ _ _ _ _ ____- - . . - . . . _ _ . . _ - . . _ . - . . - - . _ _ . - . - - _ . . _ _ . . - - . .
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i

point, AMPO shall compensate CSOE or OPCC, as the case may

be, for any unamortized investment in its transmission*

4

facilihiespreviouslyusedinservingsuchexistingdeliv- I'
; ery ,oint,

(b) the delivery, in the case of AMPO Members,

! '
,

I the distribution f acilities of which are now directly
.

interconnected with facilities of CSCE or CPCO, by CSCE
!

-

4 or CPCC over their existing transmission and distribution

i facilities to the existing points of interconnection with
.

j such dist:45ution facilities of power (and the energy
,

i associated t6trewith) te which AMPO shall from time to time
1

4 he entitled under ths tation Agreement and which AMPO

delivers to such AMPO Members;

(c) the payment by AMPO to CSOE and CPCC for
'

the transmission and delivery of power and energy pursuant
i
! to the Power Delivery Agreement - it being an objective of .
j AMPO which CSOE and CPCO agree to use their best efforts

to evolve if electrical connections are established, directly
i

'

or indirectly, between the Initial Generating Facilities and

; the respective delivery points of the AMPO Me=bers, to pro-
i -

j vide for a " postage stamp" rate, rather than a series cf
!

rates which vary with geographical distances and other fac-

j tors for such transmission and delivery service - at sseh
! -

rates as shall initially be specified in the Power Delivery
i a G~
' I

*
.

|

!

l

.

e

G

v -r , - ,-- , , ,
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.

Agreement, and f rom time to time thereaf ter changed in the e

i manner specified in the Power Delivery Agreement;
;

(d) the use by OPCO of its best eff:r:s to con-

suit with, and to cooperate with and advise, AMPO in the
!

j development or utilization of a bulk ::ansmission network

I within the State of Ohio (not involving the wasteful dupli-

cation of f acilities and consistent with appropriate steps

d

'

for the protection of man's environment) suitable for the

f, delivery of power and energy to load centers of the Ohio
b

|
municipal systems and the attainment of economies of scale

and low cost, reliable electric service, all to the end

| that AMPO and its AMPO Members can, throughout the State
1

i of Ohio, compete with oths: electric systems in the State
i

! of Ohio for such electric business as is therein subject
f

| :o competition; and
i

! (e) such other te=ms as shall initially be
!

mutually agreeable to AMPO, CSOE and OPCO and the partici-

! pants which then become parties to the Power Delivery Agree-,

me nt and as shall from time to time thereafter be changed,-

,

i

with or without accompanying changes in the terms ref erred

to in the foregoing provisions of this Section 2.3,, (i) by-

.

mutual agreement of CSOE, OPCO and AMPO, or (ii) in,the ab-
- *. ;

sence of such agreement, by action of regulatory authority .

|

having jurisdiction pursuant to applicable law upon unilat-t

| eral filings by CSOE or OPCO of euperseding terms, including j
.

i
-

|

|

I*

I

|

| .

|

|

--- -_- - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _, _ _ _ _ _ _ _ _ _ _ , _
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superseding :stes fer the transmissien and delive=y of pewer-

g"

anden|ergy,c:I
upon ecmplaint filed by AMPC, c (iii) by b'

action taken by any regulate y authority c: other tribunal,

specified in the Power Delivery Aq;eement.4

. .

I ARTIC*_I "'HRII
.

PRCNSID I,IGISLATICN AND AMINUMIN" M CCNST!=CN
CF CHIC

3.1 Each of the parties hereby ag:ses that such
,

1

party will use its best efforts to support and, to the ex-'

; tant permitted by law, urge the adeption in the State of

Chic cf an amendment to the Constitutien of Chic and le is-s

|
lation in, c substantially like, the p;cycsed fc:ss cf

j constitutional amend =ent and legislatica s'at cut in Appen-

i dix No. 7.
|
r

! ARTICLI FCCR

MISCILLANICCS4
.

*
.

j 4.1 The parties hereto reccgni:e that the AM20-
-

i

CPCO Intercennection Ag:sement, this Agreement, the Statien'

I Agreement, the Pcwer Delive ry Aq;eement, and any tarifd c

rate schedule which shall emhedy c supersede any such in-
*

*:

strume)ec any part thereof, are c may in certain respects
-

;
.- ,

.

; he subject to the jurisdiction of SIC, The Public Utilities r;
.

Cocmission of Chic, and FE%C, and are subject to such law-
:

) ful acticn as any :sgulatcry authority having jurisdicti n

|
:

I

_-. _ .__
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,

.

shall hereaf ter take with respect thereto. The perdormance
,

of any obligation of any party hereto or thereto shall be sub-',

jee; to the raceip from time to time as required of such auth-

'

orizations c: approvals of regulatory au.herities having juris-
;

I dictica as small be required by law. The parties also agree,

' '

however, th a- (1) in r:.:nnection with any proceeding, however

; initiated, relating to this Agreement, .he Station Agreement

or the Power Delivery Agreement, .he standards expressed ini

| FPC v. Sie- a Pacific Power Co. , 350 U.S.348 (1956), and

"nited Gas Pine Line Co. v. Mobile Gas Se-vice Corm. , 3 50

j U.S. 332 (1956), insof ar as they might cae: wise be deemed
: -

| co be applicable and to preclude in this instance unilateral
;

filings by any party to such instruments of superseding
:

j schedules, shall not apply, and (2) that the parties have
.

bargained at arm's leng h in good faith and on equal terms for
i

economic benefits and burdens to each party which are closely

i inter-related and which produce an overn.:.1 result which is
i j

j considered by the parties to be just and reasonable and not

j discri=inatory, preferential or otherwise unlawful under any
,

applicable standards of law. In recognition of these two

mutually recogni:ed propositions, the parties agree that, if,

'

i any governmental agency or court having jurisdiction to do so
6imodifies this Agreement in a manner which alters *Ie economic [.
:- |

benefits flowing to, or the burdens imposed on, any party, . |,

i !
the parties shall forthwith undertake renegotiation of this

'

;

I

.

o

, _ - . , , , _ _ - - - . , , . . _ , , . . , - . . . . - . - -
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i
-

:

:

!

] Agreement it. order Oc achieve such modifications as are nec- y,,

, !. t
j essa =y"to :ss cre the everall economic benefits and burdens
1

-

! to each party to the T.evels provided for in this Agreement as
;

j criginally esecuted. No party shall be required to reneset.d

i ate before the ocdificaciens cedered or required by any such
! .

j agency ce ccur: have becemo binding or effective. If, at any.
:

| pcist, any party cencludas that such renesetiations have failed
i

j to produce, er will fail to produce, the cbjective of rester-
a

j ing ecencmic benefita and burdens to the levels originally
1

| provided fer, such party may institute arti::ation prccted-
:

j ings in accordance with Section 4.2 hersef, such arbitration
1

{
being lisi:ed c the ceans by which the restcratien of the

| criginally previded for ecenemic benefits and burdens shculd
4 .

j be acce=plished and not to any issues as to whether such

l restoratien shculd take place.
i

4.2 Any cont:cversy, claim, counterclai=, de-
4

| f anse, . dispute, dif f erence er misunderstanding arising cut
'

;

} *

j of or relating to this Agreement, or the breach bereof, shall '

1

; be before three arbitrators all of whcm shall be appcinted
i.

! upon application by any party to the arbitration p;cceeding, !

I
j and upon written notice to the other parties, to the persen
i .

! who is ',the senior acting judge of the United States Court
>

, - ['
.

! cf Appeals for the ' 6th Judicial circuit, p cvided, hewever, j
! that if, for any reascn, there shall be no such senior act-
;

; ing judge er if such a senice acting judge shall fall,
1

|

|

.
|
.

, . 1

.
. - - ..
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1

I within thirty (30) days after such application, to make
,

1

I such appointment, then the three arbitrators shall be |
.1 .':

appoihtedbytheAmericanArbitrationAssociation. The
*

.

arbitration proceeding shall be conducted in accordance with -
4

1

| the Rules of the American Arbitration Association then in
:

| effect, and judgment upon any award rendered by Ehe arbitre-
'

;
~

tors may be entered in any court having jurisdiction there-.

!i .

] of. The parties expressly agree that this provision shall
!

! constitute a condition precedent to the instita' ion of any
i
; proceeding in any court relating to the subject matter hereof,
!

| provided, however, that nothing herein contained shall (a)

| preclude, or be deemed to preclude, any party to this Agree-
;

ment from taking action contemplated by this Agreement ,before,
i

j or making such filings with, any regulatory authority having
'

jurisdiction with respect to any term or condition of this
*

Agreement or of the Station Agreement or the Power Delivery
I
j Agreement as such party shall deem' appropriate, or (b) re-
i

; quire, or be deemed to require, any such party to institute,
i -

or complete, an arbitration proceeding under this Section

; 4.2 prior to the taking of such action before, or the making
1

|
~ *

of such filing with, any such regulatory authority or the
!
j seeking of judicial review of any decision of such regula-
!

"

tory authority. .

!

! '. 4.3 AMPO agrees that it will support OPCO's re- ;,
I t

; quest to FERC that Service Schedule E, Appendiz No. 8 to this
|-

Agreement, upon its filing, be permitted to become effective

without any suspension or modification. |
-

. \

.

$

._ _ - - . _ . ,. _ m ,, _. . . . . . - -___ .-...-__ _
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t

4.4
.

The failure of any petty hereto to insist in

1 any one or more instances upon strict performance of any of
g

* D9the 7,4,ovisions of this Agreement, or to eake advantage of its **

rights hereunder, shall not be construed as a waiver of any
, . such provisions, or the relinquishment of any such rights,

,

'

but the same shall continue to remain in full force and
~

effect.
1 .

! 4.5 (a) N2ither CSOE, OPCO nor AIP shall be
:

j held responsible or liable for any loss or damage to AMPC
i
' or any AMPO Member on account of its failure to perform any
|-

| obligation to be performed by it hereunder at any time,
.

; caused by Act of God, fire, flood, explosion, strike, civil

{ or military authority, governmental action or inaction, in-

j surrection or riot, enemy attack, malicious mischief, act
j of the elements, failure of equipment, or any other cause
;

; beyond its control; provided, however, that CSOE, OPCO or
1
.

j AIP, as the case may be, shall use its best efforts to re-
:

sume with utmost dispatch the performance of any obligation:

1

] hereunder, the performance of which is excust. by this sub-
1

i section.

(b) AMPO shall not be held resprnsible or liable
.

;

for any loss or damage to CSOE, OPCO or AEP on account of

its failure to perform any obligation to be performed by it,

j hereunder at any time, caused by Act of God, fire, ficed,
' r ,-

:t
.

o

.! *

I

h

. _ . _ . ___- . _ _ _ _ _
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h

.

!.
explosion, strike, civil or military authority, govern-'

a p

mantal ac. ion or inaction, insurrection c riot, enemy<

attack, malicious mischief, act of the elements, failure
;

}

; of equipuent, or any other cause beyond its cont c1; pro-
;

| vided, however, that AMPO shall use its best efforts to
.

resume uith utmost dispatch the perf erstnce of any obli--

! gation hereunder, the performance of whi=h is excused by
1

1
1

. this subsection.
t

1

j 4.6 Sis Agreement shall not be assigned by any
4

party, except to a successor to substantially all of its

assets, property and business, without the pri*c writteny

:

J

{ consent of the other parties hereto. It is further ex-
-

,

4

! press _y stipulated and provided tha" .2m assignment by any
t
1 *

j party to any other person or ,. of any of the rights.,

!

| or interests of such party under this Agreement shall have

1

1 the eff ect of relieving such party f cm full liability and
i

j finaneia1 responsibility for performance (both befcre and
i
; after any such assignment) of all the obligations and duties

)_ herein provided and i= posed upon such party. Subje : to the
*

,

\.

| foregoing provisions of this section, this Agreement shall
i

! inure to the benefi; of and be binding upon the parties
:

, .

j hereto and thei respective successors and assigns.
J - .

4.7 It is understood and agreed by the ' parties
t

.
hereto that if any one or more provisions contained here-I

,

<
i in shall be finally determined by any court of competent I

1
'

|
'

i
,

i |

1

! '

i 1

i e

I

i , . . . . . ... . . .* *

.

.

__ _. ___ . . _ , . . _ _ . . . . _ . . . . _ _ _ . _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ , _ . . _ _ . . . _ _ . . . ,
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-

jurisd}ictiontoc=n::avene,c: be invalid under, any appli-
'

.!',

cacle 'provisien of law, such contraventien c invalidi:y '
!

l
t

*

shall act invalidate this Agreement. .

; 4.8 This Agreement constitutes the entire agree- ,

. . .
: sent between the parties hers c with respect to the sa :ers
1
1

' ccvered herein, and tha par:Les agree that i: replaces in -

| all respects the special ter=s and condi:icas in the Set-

tiement P cpcsal. If fe any reason the Acquisition Cate
.

] specified in Section 1.2 of this Aq;eement shall not have
1

oc===:ed b'efere Septemhe 30, 1980 then and in that event
I
i chis Agreement shall, en and after Septemhe: 10, 1980,

j terminate. This Agreement shall in any event carminate en

: the las: to ec ur of the executien and delivery of the Sta'-
1

| tien Agreement and the Pcwer Celivery Agreement and the
.

date of initial ec==er=ial cperatien of the Initial Gen-

erating Facilities.i

i

; 4.3 All notices under this Agreemen sa =21, he in
i

writing and, if to AMPo, shall b' sufficient in all respects.

4

i if delivered in persen to its P.. s: dent c: Executive Manager, .
.

c sent by registered sail c: certified mail addressed, c i
! at its office at 1500 W. Lane Avenue, P. O. Sex 5815, Ccicmhus,
1 -

'
Chio 43221, c at any suhsequent address of which AMPC =ay

e : .

> ''
notify the c her parties hereto in writing; if te OPCC c to j

i AIP, shall be sufficient in all respects if delivered in per -

sen to the Chairman c the President of either, c sent by

|
,

!
9

._
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I registered mail or certified mail addressed to AIP, at its I

.I .,

office' at 2 Broadway, New York, New York 10004, Attention'

i

of the Chairman, or any subsequent address or addresses of4

!
; wnich OPCD or AIP may notify the other parties hereto in |

;

|

j writing; and, if to CSOE, shall be sufficient in all re-

spects if delivered in person to its President or sen: tar; .

j registered mail or certified mail addressed to it at its

j
,

office at 215 North Front Street, Columbus, Ohio 43215, or

f any subsequent address of which CSOE may notify the other

parties in writing.
.

; 4.10 Except for Section 1.1, Article 3 and Sec-
i

f
tion 4.3, which shall become eff ective on the date of exe-

1
i cution of this Agreement, this Agreement 'shall become eff ee-
4

;

j tive, when the last of the events specified in (a) and (b)
,

i

! below have occurred:
1

,

i 1

i (a) AMPO has been advised by a financial adviser i

i

i ;
-

: or advisers, or the managing underwriters of a group of in- |
;
i

| vestment bankers which propose to manage an offering of I
;

| securities of AMPO to the public, satisfactory to OPCC, that
t .

It would be feasible, in the judgment of such adviser or ad-

1 visers, for AMPO to secure on reasonable terms, as a result
i

i of the completion of the details of the financial plans of
. .

i t
AMPO described in Appendix No. 4, the capital necessary to>

I
! pay for the cost of constructing, and to provide necessary
i

!

!

i
i

i

i
*

'

|
.. .. , . . _ . . . _ . _ . .. . . . . . . . . .

,

_ _ _ _ , . . _ . ..__._.___..____... . ._-._ _ ._.. _._..., _. _ _ -.. ,.,
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;

workint capital fc= the operation of, the Initial Generating
t' '

, 'n '
i Facilities;

| (b) as ceder shall have been issued by SEC unde
!

; the 1935 Act ma*<ing the determinatiens sf erred to in Sec- ,

tien 1.1 of' this Agreement and autheri:ing AI? to acquire

; ccmmen shares of CSCE shill have been i.4 sued centaining nc -

;

i cendi:icn unacceptabla to AE? and the time within which iny
4

) aggrieved persen might appeal theref:cm shall have expired
4

:
so that the SEC c da: shall have beccme, pric: to acticn

i thereunder, a final order under the 1935 Act and all c:har
i

; requisite regula cry authori:atiens shall have been received.

Each part-f herste will use its best efforts Oc

j take c cause to be takeri all action requisite to the end

that the forescing events shall eccur and that this Ag:se-
;

ment shall become effective as p;cvided in this Section 4.10'

1

; at the earliest practical date.
i

l
.

j IN *EOIESS WEIRECF, the parties have caused this

; Agreement to he executed by their offics:s thereunto duly
i

] autheri:ed as of the date first abcve written.
:

i AMERICAN .5;NIC!?AL PCWER-05:0, INC.
i

.

; -

| $- ' By '/s / wt 111 m- J . I,v--n - a

j (Au nor:.:ec Cti: cer) {
t :

.

i
i

b
;

,

4 e

. . _ _ , . . _ . . . - - - - . . _ _ . - - , . - , . _ _ - - _ . - - - . .. _,,--.v---. - - . , _ . -m__- - -
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1

l

COLUMBUS AND SOU3 E221 OE!O
PLIC"RIC COMPANY

' .r
i
.

By /s/ Ben T. Rav
(Autnorized Of ficer) -;

i

4 OEIO POWER COMPAhT .

., .

4

l

n. By /s/ C. A. Heller
.

' (Autacrazed OffLee ),

i
;

- AMERICAN ELEORIC PCWER COMP ANY, INC.
!
i

i

By /s/ w. s. White, Jr.'

(Authorized Of ficer)4

,

k

f
!
1

i
I

i

e

S

.

'

l

i
!

.

9

1

*
|

|

\
-

1-

.

$.

4

.

9

*
4
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A75ENDIX NO. 1
|

|

,

| *.
. 6-

.y

i
.
.

. .

.r

.

4

: ACIZIE
-

.

.
..

! between .

:
4

.

A! E CAN MUNICI?AI.,POhut-CEIO, IIC.

t
~

and4

1 .

CEIO POWIR COMPAhi
,

t

| -
.

.
- .

$
1

.

:

i
-

4

..

4
i e
4

i
!

k *

*
.

i

1
*

.

!

. - .

,,
.

.

i Dated as c:. April 1,1974.

: . . ,
- .

4

i

4

<

i
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! 0 . 0'1 AGF m C!T, dat=d as of April 1, 1974,
.r --
; ibetween American Muni=ipal Power-Chio, Inc. ("M2-Ohio") ,Y l

.
1

i |
' an Ohio corporation not for pecfit, and Ohio Power C=mpany
. . .

("Chio Power") , as Chic ===peratiba. .
. .

0.02 Ohio Power owns and operates, inter alia,
i .

!

f acili ics f== the generati=n, trass=ission 'r-I distribution|
'

-

i of electric power and energy in the State of Ohio, and is
h

~ a part of the i=tegrated American Electric Power Sys' .
i

i
AMP-Ohio does set, at the date of this igreement, own er

f operate any fa-# ' 4 ties for the generation, tra=smissi=n c

! distribution of electri= power and energy, but has been
;

; organi==d t5 ewn n=d operate facilities for such purgese,
J
<

.i and to fu=.=lsh technieni servi =es, a=d such facf7' ties .
-

,

1

I to be 'owne:i and operated, a=d such servi =es furnished, by
1

| MT-Ohic c= a ecc. perative non-p cfit basis for the mutc.nl
|

*

1 benefit of its Patrons, such Patrons being, a=d to be
i

*
,

|

i ele =tric syster.s owned and operated by mu=icipal c=rp= atio:
=

l .
.

i4 *

of the state of Ohio. 1
-

.

0.03 Although M2-Ohio does not, at the date
4

i
' of ti.ic Agrec=ent, own c operate a5y facilitics for the|

; .

! generation er tran mission'cf electric power.rnd energy,
. ..

I . .

f it prope=cs f:cm time to time in the future, until such .'-
,

-
.

1 .

l -

|

1
-

. .
l .

**
. .

.

|
1t

.- .--_- -- _- - - _-.--- - _- -- . - - - - -- .-_ _ -. -- ._ _ . |(
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. -,- ,,

; p ., .~.

...
, ...

* s.
-

. . .

! :.-

.
.

!
.

tinie as it ac.quirce end/c constructs facilitics of its .
'. .

j ews, t,o achieve, fc the municip 1 cicetric systams whic.%.,!,

.. .,
;g<

are f:cm ti== to time its Patrons ,. benefits derived f cm .'
.

i

i
.. . ..

i
1

.

ecenc= ice of senle, and the cocedinatics of p cg:--e .,- , d.
. an4

. ,. .

a-;

j cperstic== cf its Pat: ens, by p:cviding c= der this Ag ce
.

-
.

; the t:n=c=ission f:cm time te ti=e of _

-

* =ent fer (i)|
-

.

! qua=tities- of electric pcwer and enc gy f cm points whers4

5
..

'.
.

hulk transmission facilities of Chic Pcver ints cennect
1

!

j .

cf Pat cas of AMP-Chic, c5.

with facilities of MG-Chic c:I

j
-

.
,

with. peints where bulk transmissien facilities of eths:
, -

1

i
!

electric systa=s, to Delive y Peints to he es*11shed)
'

;

t

as p:cvided in this Ag cement, (ii) the supply by cne
* .*

!

;
. .

cf the pc tics to this Agreement to the other pa_-ty, c'

1

for the acccunt of the.cther party,,f:c: time 4 '# e:
-

.

.

of e=c:ge==y service, ced (iii) the supply.by one of the
... .

-

. ,

,

fe: thspa. rties to thi.c Agreement to the other party, c:
,
. .

.
,. .

acccunt cf the other pc:ty, f cm ti=c to ti== cf che_ -
-

. .; .

2 .- .. .

; .

~termpcuerc=deneryy,andlimited}$.=cmpcwc and enern',.
.

i -: ,

.

en the tc:=s herein excvii.ed. Under the fe:cccing con.
,

! .

i .
... -

ditienii the syste=s cf the Patrenc cf M9-Chic shall,1 '

j ,
. .

. . .
..

.
e

.
f;* . *

*
. f. , i.
1 . ,

o,s
.

..t .. * * se' .
. . e,.
i .

.

'C
.

.
. . *

l .. . ,. .. .

t . .*.

! .

|
-

.

.

*
; .

-

; >
- .. .. .

. . .
,

.. *

k

e
. . _ . . . _ , . _ _ , . _ _ . . . - . . - _ , . - . , . - _ _ _ _ , . . . . , , . -,.__ _._ - ._. ..,- . ,m-.. . - . _ _ , , , , _ . _ , . . . .
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j.

i execpt as otherwisc spe=ifi= ally provided in this Agree-
. .

ment be deem =d to be the systa= cf Mi?-Chio, and AMP-Chim'

' .r,
.

is to tuhe such action as shall be necessary to enuse
i ;

-

; each of the municipal'ec perations, the electric systems
. . . ..

,i of which c:= P:trons cf A22-Ohio, to parti =ipate in'', -
. ..

. .
I

j t nnsacti=ns provided fc i= this Agreement and to so
. . .
I

i operate their systa=s as to ec= ply with respect to such
,

i. .

transa=tions with the obligsti=ns which ALG-ohio hereby
.

4

.. ..

assumest ..-

.

i. .

*
j .

! NOW, TE."-2FOTG, CEI PAR""".IS ' TO "'"5 AG? "-: :tT

!
~ '

ELC3Y AGTCZ AS FOII.,0WS:
1

|
-

i,

j ARTI m 1 '
.

. .

;

i *

1'
DITIIIITIONS

- -

. .,
.

.

1.01 As used in this Agreeme=t, the following
.

) -
.

. . ,

ta==s shall have, unless the c== text spe=ifically requires-
.

i
*

. .

another meaning, the respe=tive =ennings set forth below:*-

; -
,

-
i .

I
'

'

: 1.01.01 A11cwnble Inadvertent Pcwer* -- -...

}
-

: .

; means, at any time in question, the =azi===
' *-.
. .

.

a=ennt of inadvertent power reccipts, and the .. .
-

;
-

. . ..

j . energy associated therewith which ei;6c party
P* .

3
,

to this Ag ce=cnt (cach Patron of AMP-Chio being ,

,

- .

considered a se'ps:ste party for such purpose), . .

,

.

1
.

.

.

*.

.n...'... . .. . . . . . - . . . . . . . . . . _ . . . . . . . .

_ _ _ - - . - - . _ -. . . _ - _ _ _ _ _ . - _ - _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ ___ _-_._.
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1 *.

1 ..

j
*

* .. . ..

-.

may incur without being =cquired to make t=,

1 .
-

. .
.

j 2.he- sther party the psy=ents specified in . g,
. ,g ..

.

:. .,

pcction 4.02 of this' Agreement.;
.

* *

j t -
.

j 1.01.02 MIP-Chic mecas A=cri=sn Munic- ' * -

.

< .
. .

.. a.
; ipal Power-Chio,'Inc., one of the ps ties in .'. . ..
,j .

this Ag= cement. .
'

.

! 1.01.03 Deliverv Point =eans, at any
4

.

i kime ih questien, a Delivery Point to which
1 . ,

j; Chio Power shall effect delivery of power
'

.

J .

to a Patron of
.

; and energy to MIP-Chio, c:
. .

,

! AMP-Chic fc: the account of MIP-Chio, pur-
,

i ~

sucnt to any Schedule., c: Supple = ental; . .,
1 .

I Schedule, established )|:ursuant to the pro- .

; -

1

! visigns of this Agree =ent, and the Delive-v '

:

! Points shall mean, at any ti=aIin questien,
.

-

4
.

| all of the Delivery Points previously-

.-
;

i -

establislied and then enisting fe t:nns-
'

i -
.

... .. .

actions then scheduled under this Agreement.*
- ..

,
.

-
. . .. .

'

1.01.04 Inte=cennection'Peint means,'

.

*
. .

at any* time' in que'stion, a point where Dulk'
-

*
! . .

i
-

in'e:-! . Transmission Facilitics of Chic Peuc: t
'-

-

i !! .-' connect with f acilities of Patrons of.M:P-Chic , d.
'

-

,

! :. '

i ce, .in connection with any transact.icn then.
; . . . .

| *.

; . .

|
-

; .

.
# .

g .

. 8
g

_ . _ _ _ , - - _ _ , . - . _ . , _ . . , , _ , .__ _ . _ , ,
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. .
-

.- |,
.. .

. .

- -
. . ,

\
! ,

| scheduled under the provisions of thi:

dgreem=nt for the t nns=icsion of powc ', U

and enc gy by Chio Powc fro:a other clec-
.. .

' '

| tric systems, a point where the Sulk Trans-
'

'
-

,
*

<-
! ,.-

. .
1' ..
|mission Fa=ilitics of Ohio Power ints:-

* - '
- - ,..

;
-

.,.
.

i .:ennect with bulk transmission fn=ilities !

'

,

) of such other electric systems and the I.

: 1
-

: Interconnection Poin'.'s shall menn, at a=y1

.
-

s ,

. :, . .

*-he in question, all of the Interconnection |,
4 .

.

1

! Points previously established and then -

.

existing fer t=sns=ission transa=tions then! -

1

t

j scheduled under this Agramment.

! '1.01.05 Out-of socket cost means, -
-

i,

. ith respe=t to 02e supply of energy and/or; w
.

-
; .
. .

i power under this Agreement, all, operating, ,

- .
. .

mai:stenance, tax, and othe expenses in- -

'

'
-. . .; ,

curred, as of the Delivery Points with' *

.

2
.

*

' ' *

respect to transact. ions unde this Agree-
, ,

-
.

.

I

ment, and taking into accoun' t:nnsmiss. ion"
d

.

J .
.

!

j losses,,if any, which would not have been-

.
-

.
'

'

i ncur:cd if the enc:gy hsd not been sup- -
'

i :-.. .

| plied or the power had not been providEd.' '

-

., .
.

4 .

1.01.0G Ohio Power me.ans Ohic Powc-
- -

i
-

.,

j Company, onc of the psetics to this Agrec- t

|i - -

4 ment.
-

.

. O
g
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O

s.- <' . . .

... 3 ,.- ,._
..

.
. ..

.
. .

,

1.01.07 Patro'n means, at any time in'
,

,
..

i g.
-

.

-. i
. }{ quer. tion a then existing member of Mr-Chio

'

t'
>

f which is at nuch ti=a a duly constituted '..

,
4 ; .

degc.:tmen t , board c sgency of a municipal .0 ' *
.

.. .,
.

'

,,

corporation of. the State of Ohio which owns -

..
.

-
.

] 'and cperntos an electric distributien system'

e

within the State of Ohio.'
.

!

j 1.01.cc system shall mean (i) with .

.

k

i respect to Ohio Pcwcz, the trans=ission facil-
-

.

| ihies of a chpacity of 138,000 volts c mere
,

| 6 hio's Bulk Trencmission Facilities) cened
.

.

4

1 and operated by Chio Pcwcr within the St=tc
.

1
-

j ,cf Ohio and, in additic=, in the case of
.

i
Pat:c=s of AMP-Chio, the distributien f acili--r .

4 -
.

$
.

. ties of which are, at the date of this Ag:ce- .'
|

-

,

!
*

*
; .

~ ment, directly connected with facilities of!
'

-
. .

r

-..

Chio Pcwc , such additionni transmissien and.
.*

-

..

i distribution facilities of Ohio Power as are.
.

'

. .

: .
; connected with such distributien facilitics

..
~

1
. . . '

of such Pstron (to the e.~. tent in the case of.

-
.

i

! . such additional facilitie: ef Chio Pewc: that. .

= . . .

i ,,,
'l. .

* -
'

. . . . ,

.

! .'
. ..

e .

*
. .

; .

. . .
.

. g

4

*
anaian -
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.
4

j- -
. .

.
- -

\..

-
. I i

.
= .

'

the capacity of su=h facilitics is not used ,

! by Chio Power to supply customers of Ohio
-

. -. *, .

Power other than AMP-Chic or su=h Patron) *
-

- -

|

and (ii) with respe=t to AMP-ohio, any -

i -
' ' '

facilities owned or operated at any time in -

|a i.

question by M2-Ohio which are c=nne=ted to I.|
'

-
- ..

,

i.
'

facilities of Ohio ?ower and, in addition, !
-

- '

j

all transmission and/t.: distribution facili-;
;

|

|
- ties of each Patron of'A!1P-Ohio which are,

| for any purpose cf this Agreement, c=nne=ted* |
1 |

| at the time in questi=n to the System of
, ,

i
- Chio, either at an Inter =ennection Point er

i

j at a Delive=y Point. AMP-ohio shall, with
i -

1

| respe=t to all facilities of each Patron .

1
- .

i I

; c=nstituting at any time in questi=n a part 1

: I

) of the System of M2-ohio, caus*e su=h Patr=n '

1 .

| to so operate su=h fa=ilities of.such Patron,
' '

-

-
>
, .

and to make such payments, as to ==mply in lj -
..

; -
.

'*
all respects with the obligations whi=h AFT--

,

.
,

1. . ..

] Ohio assumes pursuant to this Agreemen'
' '*

,

1 ' -
. . -

)
i ARTICLI 2

*-

. ,

!
..

| IN'"IRCONUICTED OPERATION **

- .
4 . :.
: -

2.01 The Systems of the parties shall be operated :
'

4

:

| is continuous synchronism during such periods of time as s.uch
...

j Systems are interconnected at ev er more Interconnection
1 -

. .
,

I
.

*
J

a

I

_ _ _ _ _ _ _ _ _ _ _ . . _ . _ _ - _ _ _ . _ _ . _ _ . _ _ _ _ . _ _ _ _ _ _ _



._

.' . -

,
. .- ,-

..
.

.

. -
,

=cre Delive_y Peints , and th=cughout the '7

Points and/c one c:

i duratica of any transac'tien scheduled to be effected pursuant :
;

;

, *

j . t t'
i

to theEtar=s of this Agrec= cat. .i

| |' .
. ~

,

? ARTICIZ 3
.

.

SZ2 VICES To 32 22:02223!
'

i Inas===h as they may vary f == *#- a t: * # -- ,
' 3.01

the specific services to he rendered hereunder, and the ter==
i
4

a=d conditiens applicable theret=, shall he set f=rth in
in Supplemental Schedules, f:== time to ti=eSchedules, c:

-
, each suchagreed up=n by the parties to this Ag:se=ent,:
'

1
Schedule c: Supple = ental Schedule, upcn the executi== and~

1

delivery by the parties to this Agree =ent c' = # stru=ent i:1

1
4

1 writing' reflecting su=h agreement and upcn the c==pletion of
4

j anf ac'.ic recnized by c= befc:a reg =latory agencias havingf
i

J -}urisdiction ever this Agree =ent c any transaction cente=pl,1

4

by s=ch Sched.ule c: Supple = ental Schedule, to becc=c a part1

J.
-

this Agres=en't; p;cvided, hewever, that .nething c=ntained in1
"

,

. .

i
. Secti=n 3.01 is intended to qualify c: =cdify any of the te:

-
,
.

1 p visicas centained in Article 11 c in any Schedule of thi
i
t

j Ag se=ent, nc: shall actica c: agree =ent pursuant t= this sei

4

3.01 he construed to be a c=nditien precedent,tc action by :
i

.

i party ih acec dance with Article 11 c any Schedule of this! .

p.-

t,' it being the enpress intentien and understandinyi
,

! Agree =cnt,

unilateral.the parties that any party'shall have the right,i

|

to take any actica pe==itted c: cente= plated by Article 11

any Schedule to this Ag cc=ent.'
-

.

.

4

- . . _ _ _ _ _ _ - - _ _ - - _ -- . ---.,..--,-.., - . - _ . . . , . ., , . , - _ , . - . - .n.. .,
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.

!
- .. s

. . .
- -, . -

3.02 The following Schedule: att ;hed here'to.
. .

.
'

'

are herchy ng ced upon: .,

i Schedule A - Transmission Sc vice '.
,5 :t,..

i .

: SchcGule D - E.iergency,Sc vice *.
.

. .

. .

Schedule C - Short Term Service *
, , ,,

.

. , .. . .
s c. .

'

Schedule D - Limited Tc:m''SCONiE" ~~".
~* '

-

. .

\
-

.

l ',..

| M EI M d-
* *

I -
.

+

1 SERVICE COEDITIONS
| . -.

; . .- ,
.. . .. .

f Avoidance of Burdens * **

., .

; . .
, ,

! 4.01 Inch pcrty shall previde fn=ilitias
i

. ..
.and/or c=nt:cetual arrangements adequate to serve its,

,

| own Iond, in=1uding in thp case of me-chio the load
~~

-

4
. . .

j of each Patrcn of MG-Ohio then participating is one or
.

: more tennss=tions under this Agreement, and shall exe: ~
-

j - .
4

j cise reasenchie care to design, construct, = n i n '-* ' n , a n d -
,

-
. .

.. . .

e;:iarate, or to cause to ,be designed, constructed, main-, ,

1 ..i

tei ned and operate,d, the facilities comprising its System,; ,.
i .

. . .

| in ac===dence with good utility operating practice, in --
,

,

) ', su=h manner as to avoid imposing any burden on the other
'

,

j!
' '

party's System through the unauthcrized utilization of
. . -

. ..

t:nn.p.ssion facilities or otherwisc (hereinafter re-i
.':: - -

.
. ,

I fc :cd to as "nurden") . .Any pn=ty may insts1T and ;
-

: '

i -. . . . .

; -
. ..

4 .
,

.

.-
.. . . .

. .,
3 ..
4

- -
; .

2 . .
. .

.

-
. . . ., , . . _ , .. - .....

1
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- .
4

1
n - '

.

.

!, -

;:tc= such =c1hys, disc. nceting
' .

r equip =cnt as it may e ecc. app cgriste g,1

9 ,

! n of its sycocm c: to : :lieve a Eurden
-

: ,

', -
.

k

,' .

t=nt that it =cy lege ly de so, cach.

1

' '
4

;nsents that suit =cy e 5:cught agains-1
4

i
,

;

n:ic:=nnce ef its'chli tionc undc: this4

'

)
4

i) waives all defenses .a any such suit1

.:nse that it is not in default in the per-
.i

:

't obligatic=s, and (iii) stipuistes that
-

i st it in any such cult shall, in addi-
'

,

=c=ediac such judg=ent =cy affc d,
'

.t

payment,by it to the other party of anl
h

$1.00 =ultiplied by t nc=her of kilc-
I

-

.

. .vars and the nu=her of no.:ths , if any, cf'

h judg=ent finds it has i= posed; provided,1

j| 'thcut lim 5 ting in any way any oth e '
.

-

l -

. . ..

:.ich either party say have under any
.

1

Y -

s Ag se=ent, neither party shall bring
o ether party socking such a =eney judg=e

by shc11 first :ictify cuch othc party'in
- *. ;

c -11cged Eurden and affced sucS cther pari.:
4 .

j f.

;
-

J G # '.

4

e;

I
'

1

*
.

4

J

l * -
.

I

j .

. _ . _ _ _ . . . _ _- _ _ _ _ . _ _ _ _ _ _ ___... _ _ , . . _ _ . . . _ . . . . _ _ _ . _ _ _ _ _ _ _ _ _ __
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er

,

.

-
. ,.

.
. I

.

i
. ,

* .

a runsonchic. opportunity during a period of not moreT
.

S.I
. then b0 days to clis.tincte such Durden.

, .

~

.

Contro . of Inno. crtent Power and Encrevl *

4.02. The parties shall tche air steps neces-
3 , .

- .
.i

.
'

sary to minimi=e inadverten,t deliveries and receipts of t.;i . ,-- !*i

electric pcwer and energy, it being, specifienlly recos-}
,-

4 ,.
-

; ni=ed that either party shall be entitled at any ti=m,
| ,

,

1

| and fr=:i time to' ti==, to take in this con =cetion action-

K.
.

:

of the type contempinted by Section, 4.04 of this Agreement.~

| 4 '

j j The parti. ; recogni=c, however, that, despite their best
*

j 4 efforts .to prevent it,. unscheduled flows of enc gy may= .t

occur. In such event, (unless the parties shallg.-
,

:i $ mutually agree that (i) an emergency has occurred,. and<.

,

.
1

,q (ii) a delivery of E=crgen=y Power and Emergency Energy
-.- .

shall be scheduled pursuant to the provisions, of Service'

!
s

Senedule. B ;to this ?pgreement) settlement shc.11 be made.

4

$ by return =f a like amount of electric energy within a ,

1 . reaconnbic period, et , times when load c:.,nditiens 'in the
.

; ;

sender's, Sy= tem arc comparable to the load conditions
!

] , (.:

j which cristed at the time when.such event occurred.-
i

.
4 .

! ? in addition, if either' party operif.cs ita1
- .. :'

.

.I

|
System in such c r$nnner as to incur iradvertent power

1

-
.

I .

! -
.

> .
.

.

1
-

* . .
,

.

, , . , , _* **" * ***a me. e e e o eg . e . , ,
*.

4
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_

; .

.

- - - .- . - ,
.

,

j -
e

: .

.

=cccipts, at 'any tir.c, in c): cess of St of the =ani=u=

| cicct.ric :y= t== de=snd (herein c:lled "Alb.cwchic Inad fr-
i O ;t

'

! vertent Power") regist=:cd en the Syst=m of such party
.,1

j t

| (each Patron of N'J-Chic being ecnzidered, for the
~

.

4

i purpcue cf this Sc= tion 4.02, a seps cte pc ty) during
4

j the period of 12 months i==edictaly pece= ding the ti=c-

; -

! in questien, =csulting f:=sa the f ailura of such party
.i

| t= p:=vid"c zufficient gencenting espacity either th = ugh
i

| insta11stien of generati.,g facilities en its own Syst==
,

j and/c by c=ntractual a :ange=ents, thereby causing a
i

j hurden en the genc sting rescurces of the other pn=ty,
t I t.

.

i thM deficient party shall =ake pay =ents to the burdenad
| I!
] |I I-

! paYty-en' the basis of the fellcuing :ntas:
i
} Demand Charec:
,

-

i .

! Fc: each hilevatt in excess cf the
; .

i
-

; All=wabic Inadveitent Pcwc:, plus the
,

i -

kilewatts which aqual the A11cuchle

' Insdvertent Pcwor, at the este of $5.00
,

for each calendc: == nth in which such,

o .

1

i an es: cess oc=urs. .

2
1

| ,; '
-

-

1

. 9
,, .

! 4-
'
-

i .
;

- -
. ;

; e
,

t
!

!
J

I -i ,

e
g

I -

.i

5

. , - - - , , - - . - - - - , , - - - - - , - - , , , .,n,,, , , ,n. , . , - - . - , - --e,,. , - , _ , - - - . . ,



__ _

.

.,
n .

.

.

.

J Encreiv chsene: .
' .

. '
For each hilowett-hour associated.

*t .t,

.

with each hilownt in ex= css of the'

.
1

1 All=wabic Inndvertent Power, plus those;

i .

5 kilowntt-hours associnted with the
a
y

A11=.w.ble Inadvertent Power, at the1

j
.

1 nte of 17.5 = ills per hi1=wat -hour.:
1

;
;

C==tr:1 of P.esetive Pewer Ex=hanue-'

4

I 4.03 No party shall be obligated to deliver
>

| reactive pews: fer the benefit of any oths: pa y. No

:

| party shall be chligsted to receive reactive p=wer when .

.

j to de sc might introduce objection:ble opersting condi-4

tions on its Syster. Subject to the foregeing, the
,

;

i parties shall es'*klish, th cugh the operating ce==ittee,
4

:

i
dr== ti=a to ti=c (a) voltage levels to bc =aintained,

i . .

j and (b) operating procedurez f== establishing and main-1

I
.

J teining an equitable distribution of reactive p=wer.

s

gcnerttion. ,
,

i

:
1 M - nmtien of Service'
. .

!
-

Any service being previded under this4.04
. .

.

k, Agrec=ent may be interrupted c: reduced, (a) "by operation
:

-

! '.

of aut==atic equip =cnt inct:11cd for power systc=;
,

-
.

' .
. .

? *
. ,

1

I .

!

-

- .

.

. , . - - - , . . . . . - . - - . - . - . . - . _ - - - - _ . - . . . . - - - - - . . _ - . . - . . - - .



.

-
. - . ,

.
.

.

~ prot == tion, (b) af ter consult: tion with the af fccted
3

4

~ party if practiesbic, at any 21== that a party deems iti
1
1

desirklafe instn11stien, mnint=nence, inspection, .;

}

|
repci =, c: ==pincesunt of equip ==nt, (c) at any ti:ne*

!

-

that in the judgment of the ints upting party su=h;

!
!

'

tcbietics is necessary to p csc=ve the integrity of, c
I

-

. .

prevent c: limit any instchility en, c to sveid a burd

to p cvent the inadvertent deliverycn, its Sy:t==, c:
4

(C| in excess of A11cuable Inadvert=nt ?cwcr, cof powc
4

at any time that the party receiving s =h service is in:

?
;

l defnuit f== mers than 45 day: in the p.y=cnt of any bil.!

.

l rendered hereunder. Otherwiss ench party shall exc cis;

>

1

=ca: unable es== to mnintain the centinuity., cf all servi.
*

1
1
,

4

|
provided under this Ag =cment.'

4

,

i XRTICLI 5-
-

(' .

CHAP.ACTI2 STICS CF ELEC' RIC EMEEGY ,I e
J

i DELIVIRY Pon;TS, riTERCCh"dECTION
i POU1TS, I-iETL.tIliG ?CI'.*TS AND !' CIRC 4G
'

!, -

-

Char:eteristics of Electric Enercy -
3

;
,

; 5.01 All electric enc gy delive==d und= th:
.

.
*

,

Ag:cc=ent chall be of the character cc===nly kn wn as
;
4

:
.

i
.three-phasc sixty H: c=c m' ..

..-.
. ;y-, .
i

'
,

|

e
.

8 .g

'
i

! -

i

. - - - - - - - - - - - - - - - - - - - - - _ - - - - - , - - - , .,,---ma-.r,- , , , - - - - , - , - - , , . , - , . - - - - , - , , , - ~ . , , , . ,,, . , - - - -
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.

)
*

~Deliverv't$oint=
.

'

. 5.05 The partien h= cto recognize that, =inco
i

\

i
no Dclivery Point hn: yet bcon established under this |.** ; ., ,

Ag nedent, and since neither MT-Ohio nc: Chio Powc are ' |

|
t

now fcmiliar with the ch:::=teristices of any locd uhie.h i'!
'

AMP-Chio and Chio Power will = tun 11y cgree should be |'

*

'

- supplied pursunnt to the ter=s of this Agrec=ent, it is ;
+

1

,

. agreed that en=h futurc Delivery Pcin: sbc.L1 be estab-4

*
,

4

1
~ lished only at a location, and upon ta==s and c=nditicas,

|
i

! mutually agreed upon in ec=h case by MG-ohio and Ohio'

i Powc ; p =vided, however, that (i) in no case shall a
4

I Delivery Point be estchlished where the initial de=and
j at such point of delive..y shall be less than 1500 kilo--

!

!

! watts, (ii) in en=h esse, unicss otherwise agreed to,

l -

by chic Power, delive y shall be eff acted frc= the Eulh
+ a

i
a

Tran==issica Pa=ilities of Chio Power, (iii) in each*
;

! case M1P-Chic shall, or shall cause the Patron whi=hI

| requires such new Delivery Point to, constru=t, own sad
-

,

meintain che necessary substati=n equi;=ent, includingt

i.
.\

such c=ntrol swit=hing cnd protective equip =ent as the'
'

! established p:nctico of Ohio Powc =cquires at simila:
.

!
.

I locatlens on .its System, and (iv) in no ec'se shall Chio-

i )

Powc , unic : it .ctherwisc ciccts, be required in estab-'

s i; -

!

I lishing any Delivery Point to provide any additions to -

f

its nu2h Trun::ai= ion FLeilitics, or to any of its other
fac i J iti. n, i:,e ludi n.; the c onstruction er in=tu11stien

,

i -

,

I

i ,,_. ,.,_.. .. . . . . .. ._ . . . .- - ~ ~ - * . , , - -.-.

,

- _ _ _ - - - _ _ - - _ _ _ _ _ . . . - - - . , , . , . - - , - , - . . _ , , - . . - . - - - . . - . . . - . ~ - , . , , , , , , , , , _ . ..,n. . , .n..,.--..-..,.m-
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-:.
.. .

-

-

* - ..

1
'

i *

1

chall c=use the P tron which :cqui =s.

;

|
N4P-Chic =h:11, c:

nter:ennection Point to, c=nstruct,''own and = sin-such
.

tain' the accessarj equip cat == quired, in the opinion of
t

'

<

h to *c=nnc=t facilitics of NO-Chic, c such
I Chic P=wer,

! Patren, c: ancther electric syst=m, to the Bulk Tr$-<-

|
=issi=n 7ccilities of Chic Peuc:, and (iii) in ac casa.i

shs11 Chic Power, unless it othe: wise elects, bc requisc:'

-

in establishing such Inter ===nection ?cist to p:= vide
4

a=y additions to its 3ulk Transmissi== Ta=ilities, c
*

$
-

to any cf its other f cilitics, including the c=nst:::ti:1
4

.

inctallation of any substnti=n equip =ent c: any cen=c-;

I c
o

cc= duct :s frem the facilities of
a

| ing span c spans c:

!
R42-chio c: frem the facilitics of any such Pctren of

.

! N:P-Chic, c: othert.'ise .
!,

; .

I Mete:inq Points
.

t 5.04 Electric power and energy deliveredI ,

4

!
under this Agree.hant shall be measured by =etering ,

.

$ equipment at such points and voltages as may be agreed
i

I upon by the parties.
-i

1
. .:-

$ ft .~..

j 1) e. .-

j*
'

,

o
*

.
4

.

*

I
.

i .
5 o

I
'

*
- . .

, - ~ . - ,-, , - . , - . - ,, , - . , , - , . - . - , - - . - . , _ , , , , , , _ _ _ - , . . , _ , - , - - , - - , , . -,.a, ,
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.

I. -

*- .

J
'

.

Mctcri Itt8 e. **
.

5.05 Metering at Interconnt etion Points
Iand/or Delivery Pcints shall be ce=pensatud for losses:' |

,

f

i fro = the Inter =ennection Points, and to the Delivery'

,

Pointu, uhenevc =cquested by any party. The timingi

4 ,

devices of all meters having such devices.sha.11 be r.i=-;

i
1

tained in **~ synch:=nis= ss closely as practienble.;'

*

1

The = cts:s shall be scaled, and the seals shall be broken

i

' only uhen the =cters are to be tested c: adjusted. For

!

| the purpose of checking the re=c ds of the meta =ing equip-
:

ment installed by any pn=ty any other party =ay i= stalli

j
.

| che=1- ~~~4 ng equipment. Metering equip =s=t se insta11ccJ

>

-

!

|
by one party on the pra-4=cs of another party shall be
ownce and =sintained by the party installing su=h equip-.

2

: .

Upen te==inction of this Ag:ce=ent the party ct.m: g
'

=ent.

i . such =etering equip ==nt shall =c=ove it d == the pra #ses

of the other party. Authori:ed representatives of the

pn tics shc11 have a==ess at all reasonable hours to the.,

|1 premises where the =cters are located and to the rec =ris -
|

.
,

: -

cf the meter readings.1

j

!

i,
-

Neter Tests . ..

The met = ring equip.-S t cli:15 bc tested ,'

5.06
! :r

|
by the oun= s at scitabic int ==vals a.sd its accuracy of

'

. .

.

$

'

.
d .

*
e,

!

I

_. ._ . _ . . _ _ . _ . _ _ _ _ _ _ . . _ _ _ . _ . _ _ _ _ . - . _ _ _ . _ _ _ , _ - _ _ _ _ . . . _



.

.

4

-

. .
. . . , ..

.,.s.. - ,

.,

.I
,

-
-

.
. .

,
-

.
, .

d in accordance with gced pesctice.
.

4

i i=cgis*Jatien ma nta ne.

b *

*fi

At the rcqucst of any party, a special test shall be .

!
,.

.'
.

|
made,'but if lecc than ene pc cent inaccuracy is found,

-
, .

s

..
z Representa-.

the requenting party shall pcy f== the test.-

i .c * .
|

-
..

tivcc of the pc tics say be present nt all ==utinc c:
-

!

)

special tests and whenever any :madings for purpes=s of!.

|
settic=cnt are taken f cm maters not hcving an auto-,

-

If any tact cf ==te ing equip =ent dis-ma. tic =ccc:d..
'

!

closes an inaccuracy ex=seding one percent,'the acecuntsi
i

of the parties shall he adjusted f== the period, =ct
,

ex= ceding I0 days, that such inaccuracy is es''"t. d toa
-

:

|
.

Should any. metering equip =snt fail to-

;

have enisted.'

regi.eter, the a= cents of energy delivered shall be
.

j .

; estimated f cm the best cynilable data.,
-

4 . .

.,

, .

t. ARTIC7.J: 5~
-

|
-

-
-'

i .. ,nzconcs.

-

1
a .

} . , .

!
.

The parties chall keep such =ccc ds as
.

.
; 6.01,

I
* -

histe ,' c f al' '-*-s-i -

m.cica1 =sy be needed to afford.: ,

3' -

The originals of all su:actions under this Ag ccment.e

i.
.

.

re8,9:ds chs11 he retained by the ps:ty keeping the ree:
.

-
i

4, .t

| j
and c= pics shall be delivered to the other party to

-

.

i .
-

- .

this Ag cc:..cn upon =cqucct.. .

;

'
i

,

) .
I

I

j .

. . .
.

.

.

1
_ _ . _ . . . . _ _ _ ,__ . _ _ _ , _ . . . _ _ _ . , __ . _ _ . . . . . _ _ . _ _ _ . , _ _ _ _ , _ , _ _ _ _ _ _ _ _ _ ._.
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I v'
... . ..

.

.
.

.
-

.

ARTICLE 7
.

; -
.

B71. LING AED PAYI; CIT .

. .
,

- .
; . ope

| 7.01 Un1=== ctherwisc ng ced upon, the calun-
. .

.
, .
I

; dar unnth shall be the standard period for all =ct .Jc-
...

-

. ..
,

: munte under thi: Ag ccm:nt. As sisen as prs =ticchie
1

i. .
aft == the end of each billing period, the parties shall *

..

| cause to bc prepc cd a stata=ent showing the transactions
|

.

i - during =uch period in such detail as may be needed for
settelenants unds: this Agres=ent.

.

1 -
i .

i *7.02 All bills under this Agreement shall be
,,

.
1 - ,

! rendered by the loth day of the =enth next following
i

j the period to which they are applicable, or as seen
.

i .

i therecfter as practicabic, and shall be due and payable
;

f by the 15th day of that month cr 10 days after receipt
. ,

? . .

| of the hill, whicheva is later. Inte est en unpaid
< . .

~

. am.ounts shall accru.e at' the then current prise rate per'

- .
.

! -

a=num of First National City Bank, of New York Citye'
'

-

. . . .. '
;

j .
plus 2% f:cm the date due until the date paid.

*
~

. . .
- . .

.

" =
.

} AICICLE B -

. -

,
;

. '.

.. . - .-. .
1 .. '

! OPERATING COI**;ITTEE-
.w

*

.
.; . . .

-

1 . .

i B.01. To =ce:dinate operations in c' dcr to* '

'

.- . .
..

)

!.
cc ry cut the ter=s of this agreement the parties shall-

. . .

* * *
c . g

. .
1 ,

. .
*

I
-

.

1

em

I
*

.

. .
. g

_ _ _ _ _ _ _ . _ _ _ . _ _ _ _ . _ _ _ - . _ . _ _ _ _ _ _ _ _ _ . _ . . _ _ _ _ _ . . . _ _ _ _ . , _ ,.__. _ _ _ _ _ _ _ _ _ _ _ _ __
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.- ,.
. .

- , . ._.. ...

: ,. . .;,

..
, .. .

; 't.
.

1 .
.

.
..

.
-

-

; .
. .

4

4, .

appc: int an Cperating Cc==ittee cenristing of two =c=h :s
4

1 w
4 ..~ '.

! H- and one by,
one of whc= chall be appe?nt=d by Chic Powc: .

s,

Each party by notice to the other party shall|
-

-

! M*J-Chio.
ita =c=ber and an' alternate to a=t in his ab,;',| ,.

! appoint ..

| scace and =ay ch:nge either by si=ilc: notice. The -
.,

unani=cus ag ccment of its members shall be required
-

|
i
'
4

for all decisicas of the ,Cperating Cc:= ittse.
t

I
f'
i'
; -

- .

!, . m CLz 9 -

1

LIA3 m TY-

1

f
J

Iach party shall, ex=cpt as otherwise
;

I
*

9.01
l

p cvided in this Article S , save ha:=less the other
,

i

party f:c= any and all clai=s, liability , and expense
j

-

4

; .

arising out of any hedily injury, dacth, or da= age to
-

:
, '. -

j d ~=ge t..

(other than bcdily injury, death, c:
.! prcperty

| p:cperty p:cxi=ct=1y caused by any such other party or
.

! .
.

.

| =csulting f:== the oper: tic...

its servants c ' c=picyees)
.. '. ' .

-

|
by such inde=nifying party of its cwn Systa= and faci 2-.

i ,
'

,
'

(including in the case of M2-chio the f acilitie:
.

s

ties
'

sha.-: c:: cept that Chic Pcwc
ef.any Pat =en of AMP-Chio)

'

-

all claims of ite cwr. d=plcyees ,
.

,
,

n: .be responsibic fe
agents, and cc:vant:s u.hsc: any woch==n's ce=pansaticn,

that MiP-Chio she.11 bc
.

.
. . .

law or simila: law, and except
| .

,

l.

.

. .
e

-

. _ _ - . , _ _ , - _ _ . _ _ . , -,_._,~_.4 . . _ _ . , - - . _ _ , , _ . - , . - -. . _ , . , , - , - - - - .



-. ..

. . .

1
,

. . .

. .

. . ..
.

.
,

-
..

* -
.

i

=c=jmnnibic Cor all claims of it: own emp3eyces, agentn
.

and uprv.mtc, and the employcos, agents and sc vn=t= ,,

.,
. .

- .

of its Patre.ns, under any weih=en's compensation inw
"

* * ,.
,,

or si=4 3 Lr Inw. % '.
' -

-

9.02 AMP-Chic recogni:cs that, in the special1 ,. .

;

} circumstances of this Ag cement, s!.nce it does not now* ,

transmissionoperate any facilities for the generation,i -

.

i'

1 ' and/or distribution cf alcetric powc and energy,
| . .

specini arrangements are war nnt=d to prote=t Chic
,

| .

t.
i and its cust====s and the holders of securi-i Powc ,
a

j ties of Ohio P=wer, against any loss, da=nge er expensef

. -

which may crise out of any event covered by the fore-
*

; .

i , -
-

.igoing, provisions of section 9.01 of this Ag cc=: st,
.

s .

any transa= tion for the trans=ission and/or deli-
.

1 c:j
,

)

|
,

very of pcwcr and encre,y by chie P'ouer to M:P-ohio, |

1

|
.

<

|. c= for the ac=ount of A.MP-Chio, and to this and M:P-.

;
)-

-.

1
-

.

Chic ng ces that Chic Pouc sha.ll not be requ'-=d 'o"
1.-

to
iconne=t any of its facilities at any Delivery Point'

.

,i
.

-

.-
c to undertake anyj

or at any Interconnection Point,;
-

1
-

t nnsaction of t nns=ission, or sale and delivery, of
; .

*

.. .

shaand energy und== this Ag ce=ent unicss Chio Po.c
;

f, powc. ,

.. .

be satisfied that MIP-Ohio, c the Patron fo: the account
,

' ', *

... . ,

e..
i .

i . .

! -
,

*
i ,

j *
-

. . .,
! .

i
*

,

i

_ _ _ _ ._ _ __. . _ . . _ _ _ _ _ . _ _ _ . . _ . _ _ _ _ - . _ _ _ . . - . . _ . . _ . _ _ . . _ . - . . . _ _ . .



,

1

,. . ..4

. ..
... . ~ . .- - ~ ..

. r . a. . . . ..
- . . . . .

.l. .
.

. .
. ., ..

of which a Delivery ' Point and/c Interconnection Point' i.:,.d

a .transacticn is to be scheduled,'
to be octablished, c .%.

is a).nanci:11y =csycnsihic fc the chs ges which are to'.,';
-,

1

be paid by N4P-Chic, c: fe; its ac= cunt, to Chic Pcwer -
,

'
.

,.<
>

,
. .

*

i
undc: any of the p cvisiens of this Ag cc: cant.i ,' ,,

.-

Each party will use reasonabic dill.c'encaS.03,

4
.

elect:ic service t=rin furni:hing any t:sns=issica c:
,

the other ps ty, c: for its account, under this Ag se-4

| -

1 mest but tne supplying party does =ct guarantse th:t' ..
,

the supply ef electric t==ns=issien == cther electric -
.

5
4

-
,

. service furnished to"the other party will be uni =ter-
l

that vcltage and f cquency will be at alle

=upted, c1

!
.

Temporary interruptiens of service by
.

< .

*d es cc :stant.; -

either party hereundo to the other party cecasicacd by-;
J

$
'

: .

casualty, accidents, cutsges, the =aking
* .

I

I fire, strip,e, ,

.

!. chcngee in the facilitica.... .

cf repci s, repisce=ents, c:
injuries te.-

, of the supplying party, bruahdewns of ci
.

.
.

- .
j , .

facilitics with.
,.

facilitics of the supplying party c;
*

- . ,.

j which facilitics cf the supplying ps :y are cennected,
-

~
-

|
-

-.

in the sole judg=ent cf ,the supplying party indicated i'.
,

'

-
, -

li=it any instability c disturbcnc.

; .
.

c der to prevent c:
4

* cn .the electric' syste= cf the ' supply,ing par.t.y', c
- ., any.

.
. ,

,

9'

.
' ;- -

electric systen interc=nnected with the supplying
.

,

s

party,'er which is ce=st:icnca by acts cf public cuther
.

'
" ~ ~

t.iec, c: ccts of Ced, shall not, in any of such events.
.

.

* '
* * .., ,

!

___ .. . . _ _ - . - - _ _ . - - - . _ . . , _ _ _ _ _ _ _ _ _ _ _ , _ _ _ _ _ , . , , _ . , _,



. . .

!I '.. .
- .

.
,

.. . . . ..

*

.t-

.,

! :*
.

--
. .

. .

. ,

l -

conctitute .b cs=h of the oblig:tien of the supplying |
.

i
.

1

pn=ty und== its agrac==nt with the other pn=ty, and ,4.,
.

.

i4

.

|

the supplying party =ha]1 not in any such enza be liable
, ,

! .

to the other pn=ty for ds=r.ges resulting from any such'
'

i

4,.|
. *

! .. . , .interruptien of sc vice.
,

..
,

4 .
,

ARTICLE 101

t

i -

7 TIRM*

-.

i

This ig ccment shall centin!.:c, dnlessi

10.01 -
.,

!.
ta==insted earlier in the case.specified in clause

$

e

i
(ii) belou, until Dece=ber 31, 1978 and thereaft= u=til!

.

.

,

the es lier of (i) the date when this Agreer.e=t shall! ..
.

,

I
1

be ter=innted as p cvided in Section 10.02 below, and
-

*

i
J

the date when Chic Power shc11 enter into a Statien.i
(ii)

and a Power Delivery Agree =ent, with MIP-chio
-

j .

: Agree--nt,
1972,-

. .,. pursuant to the Settle =ent Proposal, dated August 8,
.

:

i
-

sub=itted by Chio Municipal Electric Association, the
-,

1

| , . -
'

*,

city of c :ville, Ohio and A=arican Electric Power
.

\
-

-'
.

|
.

the p gceeding before the Securities'~.
,

I C==pany, Inc. ,
- -

-
4 70-4596 under the.

i dnd Exchange Cor.ission in File No.2
, -

-
, *.
,

Public Utility Holding C =psny Act of 1935. ,
.

...

*.. . .
*

j . -
' - s ,

*. ,
.

f
..

. ,

i
*-.

.

1
-

.
*

. . ..

- , , , - . - , , , -- ----.-------,,.,--,.-----,-------,.-,,.,._,-.,,---~re-,--..,. - , - , , - - - - - - - ,



.

-.. . .. .
, , .

1 ... . .- .,. .. ..
..* .

.

.l
. .

..
.

.
.

. .
,

. .
,

*
. . .

10.02 Either N*.P-Chic c Chic Ptr.!c: ==y tc -
4

.
.

1 .

31, 1970 c: any sani .3- ,

mined t hin Aq cc=ent on ,Decente:'

,.

t

ver=$ry of neid date by delivering t= the other party! ,

| to the-a writtun notice (act less than 24 me..ths pric,

1 .:. . .i

dcta =pccified for the t===inction of thim .ht =*~-nd.-.. ..
, .

i

.;peciff ng thst this Aq cceent shall ta =incte en Cc=ta:-
4

f
i

c= a specifica en:.iversary of said!

|
be: 31, 1970 c:

.
.

: . ..

|
dat=. .

, Either party =ny ter #-sta any Schad=1,c! 10.03'

or Supple ==ntal Schedule to this As:*ec.'.cnt en c:yi .

!

Dec==ber 31 by delivering to the other p :ty a writta=|

|
*

I

notice =ct icss than 12 == nth: pric: to the date specifi1 *

| c: Suppic=ent:2..
the tc==inatien of said Schedulc(s)J

fe:i -

i .- .. -

Schedule (s) .I ..

-
.

f ARTICLI 11 .
f' -
< . .<

; .-
.

!.
. .

Rect;LAconY Acn:CRITIIS,.. ,
.

' *
'

- >
i .- . .

- ,
;

j 11.01 The parties heret =cc=gni== that this*
..

' *
'

Supple = ental Sched,.

; .

Ag:c.e==nt, and cach Schedule and/c
,

I

*
*

to this Agric =ent, and any tariff c: :ste. schedule whic;
'

-.

,

. -

sh[l.1 e=bedy c supersede eithc , are in certain :==pe..,' .

'

.

subject to the juri= diction of the Federal Pcwcr Cc:
i.

.
.

i , .. Act, and c:= slso subje=t.
. . .

sien under the Federal Peuc'
.

. .

.
.

.
.. . .

_. , - - - - - - - - . ,, - - - - - - , . , - . - . - - , . , . , , , , - . .



. _ _ _

.
.

.. . .
-.;.~.,. .

. ..
, .

-. . ,

1
. .

. .

-
.

. .

to su=h 1:wful action n= any =cgu1 story aut.bs:ity having
.

-

; .

! jurisdi= tion,shall her=aftc; tche with =c..pect thereto.
'

'

:r-

The performan== of any obligation of either party hercys
.

j shall be subject to the receipt.f =m t:u== to time as
.

| actich:s'
*

j required of such suthoriz:ti=ns,' approvals c:i

... .
.

esse

of regul tory authorities having jurisdi=ri=n as'shall . -1
1 ,

!

'
1

! be squi=cd by law. ,

4

11.02 Each of the parties hereto ag=ces to -
!

pay to the other pt:ty herets for t=n=smission and:

i ..

electri= service furnished to M:P-Chis by Chic Power,
.

4'

-

and, in the case of Ohio Powce, f== alectri= servi =c<

i,

i ft nished to Ohio Power by MIP-Chio, or, in either case,
1

| service furni=hed for the ac= cunt of another
-

| cle=tti=

| pt ny c=d/or the charges specified in Sc=ti=n 4.02 of -
s

.
.

1 in a==ordance with the p =visiens of this- -

: this Agre====t,
i

or any applicable Schedule or Supplemental4 Agreement,
rate.

Schedule, c any appli=nble sups:seding tariff c
.

-
. -

- -
.

i .|
schedule (s) n==cpted for filing by su=h =eguist==y agen=y

,

t .

agencies as shall have juris'di= tion in the p cmis'es,
-

; .
' -

j c: .- *

1

each su=h S=hedule or Supple =catal Schedulo, and any
.

:
I 7-

is in-applicable supc:seding tariff or rate schedule (s)
, -

; .

J ..

and- servi =- -

ecuperst=d herein by =cfcrenc6 thereto,,. . . ,
. .'

** \
.

.
. . .

. )-
.

/,

** .
-

.
* .. . , ,

1

e ;
..

I; . .

-
.

,
. .

. . . . , . . _ _ - - ,.._.----...,_-__,.-.,_m_ . - - . _ ,. ,,,_-_.--,-,,,w-, ,,.m_ , - - . . . . - , ,~ . - . - <



. . ..
... .. . - . . . .t..m ~. .

1, .
.

. .

.. .
.

.

..
.

- .
. . .

under this Ag t -ant,' and/c under any such Schedule c:
,

-

any such applic:bic supc:r.cs,. ny,,Supp3:= ental * Cchuditic, c
,

.,1

shall be subjcet. to all cf the
.

,

tari!c c :ste schedule (s)

p visiens c* this Agreement as the ss=c may be ch nge? .

,

|
'

c.
.d*'ica by any such Schedule, Suppic==ntal--Sus..,- ..

. : :-- -.. . ,
. -

- s c--- c (s ) . It is c%-5 ~3 . '
or supc:coc. .ns :-- c n'a-4** --s

pressly unda steed thac any party herets shall be entftic '
;

] to --'4c applicatic:
at any ti=c and f:c:n time to ti== , ,

,

: ** t- to
te :ha ether. action, s.c suh-a ~.

a,-
- - - ---~.3'

f fc , c: ,

a=y regulate.y jurisdictica in the Prussi=es any tz:M c:_

in
! rate schedulc(s) designed to superseda, in whole c:

.

c: cf a=y Schedul:
any peevisica of this Ag ce= ant,part,-

,

of any pri== supersedingSuppic=cntal Schedule, c: .

c:. . .

C 33L

j tarief c
rate schedule (s) , applienble to anY t:c:

er electric sc:vice 'urnished by ' Chic ?cuer, er any elec--

tric service furnished by AM?-chl=, under this Ag:ss=ang
; .- , .

. . .

1 ' to th.e oths: party to this Ag:cc=cnt.
. . .

- ,

... ,
..

~
e

i- Ax:I m 12., -'

. , .

i .
-

. .
.

*

. GE:G v'u.! . -
' ..

- .
.

. .
-- .,

Any waiver at any ti=c ef any rights
.

.'N 12.01*

7-
.

as to any default c: cO:c metter arising hereunde: }
.

se t= any subsequent de-
siis11 not be dec=rd a waivc

~ ' '

. .
.

'Any acity, shc t cf the etstutocy. fault c: catter.
- .

* . g
~ * .. e

e

. . . . . , . - , _ . - - _ _ _ . - . . _ . . -_



_

--
. . .

,
.

. ..
|-

..
..

*
.

in a=:crting c enforcing any , ,

period of limitation,
right he-rcunder shall not be deemed a w=iver of such .

,

.

I ::'-

right.. ..
; .

. Ncither party shall be liable for the.

12.02 *
. .

failure of the other pcety to perfor= its obligntions
-

! .

! . , .
. < . - ,~

j ... ...
<

hereunda:.t

theis under:tood end ne-ecd bv.
.

.

12.03 It

more provisi=ns c=n- -

|
parties hereto that if any one c:

4

,

deter =ined bv. anv court
,

tained here:in shall be finallv.
,

.

-

of c= petent jurisdicti=n to cent nvenc, c be inva. lid
; --

|
under, any kpplic:ble p = vision of law, such ==ntraventi==:

a

!

or invalidity shs11 not invnlidate this A; ac=cnt, but
,

i

|
.

ii
t.his Ag cc=ent shall be construed as if not conta n ng;

>

|
such prosision or p:mvicions and the -ights and cbliga

-

.1
j

.

. tiens of the parties shall be const :=d and enf=:ced
. .

;

j *

a=== dingly; provided, h= wever, that no obligation other
.

1

1

|
. than these herein provided (ex=cpt for changes in :stes

.

,
J '

| shall thereby be 1:npesed en any party; and.

or charges)*

j
-

provided fu..ther t. hat to the a:ctant that any su=h p =vi-
..

,

.*
1

| ,' *

sien or provisions shall. constitute a part of any eff,ee-;
'

| thereof, on
tive ::tc s=hedule, or ter=s and condition:

.
.

, .

<

|
- .-

file with any =cgulstery sgency having juri'sdiction su=h
-

4
>

i

provisions shall rc= sin in full"for=e and*
.

'

:

|
provi= ion c .

.
. .

.- .
- . .

i

4 .

.

.

*
( .

*l *. ., ,,

.

.

P

. - - - , , - - . - - - - . ,--a,._ -.-,.,.,,,,.,,,--,.,,,,-n-w _n-, , , - , - . , . - - , ,.--_,,,-,-,-..,..-y,.- , -



*- *

. . ,.

. t .. i.
<

.. ,n . . .. .
*

.

. f. --

: .-
; . .

unic=s cud until mcdificd by valid 'inci c dcr
.

: .

i affcet (i)
,

s

(ii) unien: and until cu=h'

of =uch regul,atory agency c.

-

c t====pp;cvhienc p;cvisiens in such rat = schedule, .i

B
-

cenditions thereof, shall be finally deter ined by any ,-
.i

|
.-

court of cempet:nt jurisdiction to c=nt:svene, c he in-i

:s. v .'
a

7:i thnvalid under, any applicable p:=vicic=s of law.'

I

:

avant that en =c=..sion shn11 crine recuiring that thic1

!

f
Ag:ce==nt be c=nstrued as if not c=ntaining a pa: ti=cls:

.

provisic= c p cvisions as afc==said and the effect there4

! .. " an
. shall be to i=p=se en any pc:'y an chligatics c'%-.

j -

these hc =in providad (e4=cpt for changas in estas c=J

.

charges), the parties will negotists in goed faith to1
-

| .

! p:= vide a substitute der such p cvisien c p cW sl===,.

1

hut ne such . substitute shall be binding en either partya

j .
.

unicss si sted expressly in a written d=cu==nt 3::ecutad: .
t

!
.

,

and delivered by each of the parties t= this Ageca= cat
.

;

4

1 -

'.,and filed with and accepted for filing b
such =cguls.to:.

j .

~
-

J
.

1, authoritics ac shall have jurisdicti:n..

*''
4 .-

~

12.04 This Ag=ce==nt shall bec=== effectivci c-4 '
"

' -
.

the data en which the la;st of the fellcwing ev nts 31;nl:i
.

.

-
.

, . -
.

have cccur =d:~4
.

i , ,
'.

| q;. . (a) T.his Ag ce=ent shall have been filed
, .

.i

| .
. .,

with, and accepted for filing without c=nditi== i
.

. .
.

'

*i! *
. ,

-

by', the redern'1 Pewc C==:sission und== the reder:1,~ ' ' '

.

Act as & :sf.= schedule undc: circu=ntancesPowc'
.

,

.

*
.

- e

..4

_ _ _ , _ . , _ . . _ .,.-_. - . _ _ _ _ . - . _ _ , . . _ . _ . _ . _ _ , . . _ _ .,__,.____,-,,mm. . , . - . . , , , , , , - - - - . - . .- _



. .- . - - . _-- -

. . . . . i
-

-
; .

..
.. .

-
,

*|..
..
-

. .

where (r.) the Federal Power Con =ir.cion ch:11 not*

{ have cu;; pend =d this ,$g =c=cnt or any pnet there-

! c'! , and (y) the Federn1 Power Cc. icsion shall *h
: .

: have issu=d an c de: $nder the Federal Powc: Act
; ..

j that all portions of this Ag ccment chc11 becc=c,'*-

; .e--
. .

'
' effective as a rate schedule under the ' Federal ' - -

i
Powa: Ac' on a dat.3 not later then ninety days*

.

1
'

! subsequent to the issuance of such c dar; ,

i
-

.

| (b) ':'he a::piration of a period which shall
-

;
-

. .

) be equal to the icnger of (i) the period between
-

.

i

i the date of the issua=ce of the c dar of the
1

! Federal Pc.er Cc--i sion sfer cd to in clause,t s-

'

(a) chove and a date sixty days after such*

,

.

1 *

j date, and (ii) the period between the date of
> .

,

the iscu nce of such order and the date spe=ified

i -

i

.

in su=h c dar pursunnt to clause (a) (y) above; *

2 .

1 a
'

3 (c) If the orde of the Federal Pcwer-
.

-
. ..

- -
. .

C=e~issics sfer:cd to in clause (a) shall have.
.

-
; -

been ent= red in a p cceeding under the Fede:;al -

j
-

. ,.
, ,

- - ,
)

'

j

{
Power Act in which any party c parties in

'

.

,

-
i

|
addition .to Chio Pcwer and AMP-Chio participated, )-

,

,

t . . .
. '

i such c dcr shc11 have become final and not !

|
*

. ~
.

,
. .

subject to review, by direct proceedings c other-j . ,

wisc|, und= th= Feder:1 Powc: Act; c'nd! ~
- -

.
..

. .

.

?

* .

-
. ,

- ..

.. e

- - - - - - _ .--- , - - . . , . - . . , , . _ _ _ _ . . . _ _ . _ , . . , , _ . . , , , , ,,.,m,. , _ . , _ . _ , , , , _ _ , . , , , . _



_ - _ . . .

. .g .

.. ... ..~ .. e.
- .

1
. .

.
.

.-

: : .

j
-

.- . .. .
,

If p cceedinge to review the c de
: .- ,

(d);
'

i

=cf. ::cd to in cisuso (a) nhove shn11 have
. , ,

-
.,

!
*

of a,

been initiated by any pdrty, an ced:: .,

court of ec=petent jurisdiction affi =ing su=h ,
..

.

*I' ' -| h ll have boce== f.inal ; ,

..c de: in all :sspects s a .

and net subject to .S:ther : view. .. .

k :
. ach ps=ty her=tc will use its best efforts to ta a c,

;

| cause to be taken all s=ti=n requisite to the.and that
.,

;

| ll
the fc=escing events shall eccur and this Agree =ent sha ,

:

|
.

becc=c effective as pec .ded in this secti=n 12.04 at'

i

2 - .
'

1

the earliect p:ncticchle data.*
i

! This Ag:ce=cnt ec'nstitutes the entiref
-

12.05
-

agrec=cnt between the parties herete with respect to the
i ,
;

.

=atters cc'vered herein e::=cpt insofar as the settlement
,

f
.

?:cpesal, referred to in Section,10.01 of this Agrec===t
,

.

,
.

'

i Agreement.
.shall relate to the subject matter of th s

.

j
- .

=cre of the events specified in! -
-

.

: If fer any reason ene c:'

! .-
Section 12.04 cf this Ag:c c=ent shall not have cccc::ed .i .

7 .

| then and in that event this
.

.

before Dec==ber 31, 1974i
J

E
-

|
Agrac=cnt shall not thereafter becc=a effective pursua t '

etherwide... '

to any p cvision of this Ag =c=ent c .

,

.

.

All not. ices under t$is Airec=5nt shall J
-

!
-

... .

:
; 12.0G 0
t'

-

whc= it is intended in care.

be given to the party fc
.-- .

,

...

.

$ -

,
.

.

.
*

. , .

. ..

?

_____ _ _ . , _ _ -- . _ . _ _ , - - . , . .-,....,_,--._..,,,.-._.,,..---...,w,_...._.-..__,



1

I
-

. ..

.- .. . .

.
- .

,
. .

. .
-

.

of Ohio Po.=r's general' offic=, in the c:== of Ohio Powc ,
. ,

and in enre of NG-chio's general offic=, in the es=c of .
. .

NG-OhiS, or at such other addres': *rc su=h party shall
'

* -

theretofore h:ve designate 1 to the other. . i

|
, '

.'* o .

j -

1 12.07 The validity and manning of this Ag 6'g- ,.

i
! ment shall be g=verned by the laws of thc' State of Ohio.

-
,

.;

e

ARTIC:.3 13| .
4

1
-

.

!

ASSIGMNZ".:T!
- ..

.

1 s .

| 13.01 This Agreement shall inure to the benefit
.

- ,

\
,

1 !of and be binding upon the suce=ssors and assigns of the!

j
.

.

] parties. This Ag cc=cnt shall not, be assigned by AIG-Ohic
,

. .
>

c hv Ch*o ?=.:c: without the written consen't of the other.
.

i
i .
a ,

i
*

| IN m !:SS WJ*: ROOF auch of the parties has. .
.

1 .

caused this * Agreement to be duly executed. -
.

1
-

..

AMER:'CAN MUUICIPAL PC122-01120, ICO.' '
'

. .
,

- .
. .

.

'

By .. w I*
.

P:ssident -

!
* *

-
;

4 1
.

- - .

1, .

CHIO PCICP. CO*G1C:Y* '

. . -
~ -,

, .
i . .
! . 99 J., -' .. .,y-

..
.

.T.xecucive V:cc P:cc dene'' -

, .
i .-
)

* . . .'
. . .

'
! <--

. .

i -

i

;
.
:-

k -

; . . .
,

; .
,

. .
,

4

. , , , , , , ,

4
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'' b . . -
, . .--

.
; ..

,
-

.
,

, .
.

SERVICE SCE DULE A
.

4

,

. TRAMS:iISSICU SnmfIC.t
*i ..

t. i .
, .

. . .

l .

Under Agr===cnt dst =d as of April 1, .1974
j : . ..

-

between % :.
.

s
..,

.
. .

i A=arie:n Municipal ?cwer-Chic, Inc.'
> .

-
f
,i and .

1 -
.

..Chic Pcwn: C=mpany
I .

.

: . -
.

f -

|
-

!

. SIC-:On 1 - DUP.AT:C:7
This Service schedule, a part of an agree-~

1.1
.

dated as of April 1,,1374 (the Ag ce===t) be-.

ment,
,

tween A==rican Municipal ?cwc -Chic, Inc. and Chic Pcwer
-

'

,i
.

Company : hs11 becc== cffectivs en the effective" date cf.
.

i ,

1 .

the Agres=ent and shall continue in effect until ter-i
=

i
.

| minated as p:=vided in the Agree =ent. -
.

.

-

i
4

.
-

. .
- .

|
-

SICTIC;; 2 - SIT / ICES TO 3E RE::DIRID ,
..

.
..

:
t

Chic ?cwer shall within the limits of the
- .

) 2.1-

f
.

capacity of its hulk trans=is ics f acilities, and =clat=d
.

; .
=

\

j shall be the scle judge,.

; ' facilitics, cf which chic Pcwc:.

*
-

..

without| undue interfe:cnce'with sc:vice to its custcmers
.

e

!
.- .

. - .

*6 t d'
,custe=crs. shall be dec=cd to include other interconnce e

: .

(
.

.

. .

in whole c
systc=c the operations of which are conducted,

. .

,

i~n riart, purcuant to th= Irevisions of sn as:ccment with
| Jac.luding other mm:bcrs of the A=crican Electe.

C h i o P c .c.f r , .
.

.

t .

*

_ _ _ . _ . .. , _ __ _, - . . . _ . . .__ . _ _ . . . _ . , - . . _ _ . _ _ _ . _ _ _ . . . _ . _ . _ . .
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., . ,

.... .
. .

. -.
. .

1
-

.

Power Syst==), nnd to the c::t=nt that such t n===ission doc =
1 . .

not, in the cele judgm=nt of Chio Pow ==, impe== a burd=n upon
.,1 . ..:.

j the Sydt== of Chic P=u==, ||! cm time.to ti=c, upon (i) written
;

- .
. .

=cquert' by AMP-Chic for the resc vation of tes===ission 4:apa=-
. c. o1

.4
.

ity for a period of not 1c== thr.a 12 c==secutive enicada: ' *

==n th s , (ii) c=ncurren=c in tuch =cquest by chio Power, .

i

(4*i) . .h o.: es:ccunica cad delive y cf a sr.ppl.e= ental Schedule,1 -

:

j
i as p =vided below, and (iv) concurre==e by Chio Power f. _
4 . .

~

i '*=a to time in the maxi =u. amount reserved and the durntic:
1 *
f

.ot 1=:= than 12 c=nsecutive =alenda ===ths for n=y si=gle

trans=issi== serri=e) cf the service so =equested to be re-
.

'

j serv =d, t n=s=it f == an Interconnecti=n Point 'stablished.

4

I pursuant to such Supplc==ntal Agre - .t, to a Delivery P=idt
!

! establiched' pu==uant to such Supple =en'*' Agre==ent , power in
~

an amount up to but not ex=seding, the c=cu=t reserved, and' .

;

the enehgy associated therewith, to AZO-Chic, c: to a Patron
.

; .

of A59-Chio f== the a===unt cf AIG-Chio. The Inter =::nnecticai
-

,

. .
,,

Point f c= .which any su=h power and energy, after adjustment; -'

.i - .
.

1

of losses f:ce such In.c =unnecti== Point, sh*'' be t:n=s-4
. ,

.

-;
?

i mitted, and the. Delivery Point to which such pows , n=d the
; -

... *

enc =gy =clating thereto, shall be t s s=itted, shall be*

-
..

d .

, ...

j :stchliched by mutus1 agrec=ent between the parties to the
** **
. ..

i Acircem=n t , nd the =ccpe=tive location: of said Int = connee-*
-

.
.

tion Poin t, and said Delivery Point, shall be set f= th in na
-

.,

.

!
-

.

.

|
.

. .. .
,}
- .

.

-
.|

I -. . . . . - - . .. ... . . . . . . . . . . . . .... . , _

4

#
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' e- s
1

'-.
.

.
. ,.

. ..
.

. -

Supp3cmental Schedule to the Isg ccment, which shall alco
.

.. .

cent.ain the nr.:nngements , and the obligatienc which N'?-Ch..

of.Its
isannv$ ding,eitherdirect1b>c: ch=cugh one c mor:

t
in connection with the con =tructicn, cperation an

~

t

Patron::, .

=aintunence of the facilitice necescary to p cvide sucjh, .
-- -. .

- . --. Z. .. . :.

Int:rcennection Ucint and such Delivecy ?cint and the sche
.

cling f cm tina t= ti=c cf t:casuissicn between such point
'

. .

SZOTICU 3 - CO:*F'JSATIC;7
.

AMP-Chic shc11, with =cspcet to trans=issi:
.

3.1

services $thich shall he reserved during cny pericd cf net
=caths (the Reserved

icss then 12 c=ncecutive enlanda'

u= der this Schedule, pay tc Chic Pcwcr monthly:
'

'

Period)
an c= cent eniculated separately for

-

3.11'

each Intercennecti== Peint equal to the p:cduct
* 1.00, and (ii) the mani=== a= cunt of kile-.

$
.

cf (i)
-

watts which shall have been =cserved (the. P.2-
,
. - . .

-
-

| .

sc:ved Quantity) fc: transmissien f cm such
. .

.
1

-
i

-
.

Intercennection Point during the Resc ved Peried;
.

'
--

p cvided, hcwever, that (s) if at any time d :ing
- .

I
.

.
.

.
.

said heserved Perica (i) the c= cent cf pcue
and, .

,

,

! -

the energy acseciated ther,cuith, cetually received
,..

.

-

/ ..f..$t such Delivery ?cint, (ii) pluc lesbecI the cen
.

.
' . .

f:cm the Interconnection'?cint for which such
.

,

.

I
.

~ * * '

l

trancuinnien ac vice shell be oc =ccc:ved, shall
-

.

. . O-

- . - . . . . - _ . - - - - - - _ . -_ - - - . _ . . . - . ,_._ -_ _ _. _



.

d.

. |
. -
A .

i .-
,

-

. '
. .

.. .
. .

.
.

.
.. .

! *

exc.eed (Ui) the n=tusi s:nount of hilenintts de-
,

".4

.
i

the c:: cess
|

livered at said Inter =ennection ?cint,
*

* .
.

of such hilowstts, and the enc =gy related th===to,
-

I ,

. . .
-

shall be deeme.d to be, and, if in en=ess of AllotA
,

.-:

f
able Inadvertent Powc , shall be paid for by AMP- ,

j -

!
ohio as, insdvertent powc: unds: Section 4.02 of the

: andAg=cenent of whi=h this Schedule is a pn=t;4 -

: ..
.

if at any ti=e during said -t

nrovid=d further that,'
- '

;

P.esn:ved Period (x) the actual a=cubt of kilowatts1

i

delive==d at said Int =====nc=tlen Point shall en=eed.1
-

| .

the n=scrved Qucntity at such inte==enn=ction Point,;
.

!
4

the n=ount actually rec =ived at said Delivery1 .

j and (y)
.

.
,

Point' at such time, plus the lo,sses thereon f ==:
'

su=h Inter =ennection P= int, shall ex=eed the Re-.

!,
-

. theserved Quantity at such Inte===nn== tion Point,
! -

.

j
- .

.

ex=ess of su=h hilowstts, and the energy related4 '
' '' -

-

; . ~

thereto, actually received at such Delivery Point,~
' ,,' -

-

plus the losses uhereon, over the Resc=ved Quantity
t

!
-

! at sail. Interc=nnection Point shall be deemed to bc,
.

1
.

-

:
. .

and, if in excess of Allowsble Inndverten.t Powce, shall-I
' .

j -

. .
1 ur. der .
I

' he paid fe; by AMP-chio as, inadvertent.powc.

* .
. .

.e e , *,

I

! .-
e .

.

*
.

4
* .. e

.
.

* O

e
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. .. ..
.- ,

,. ~~.
.lt -

..
1 -

. .

.
- .

. . -
.

i*

. - :
.

l..

*

||
*.

1

!

Socidien .02 ef the A9 rec =ent of which this
'

..
..

t
I;

.
* -

j Sch'ch.ulu is a pcrt;. -
,

. . . ,
| *

there shall be added to any a= cuntt o.

i
3.12 .

, O.d "*

esiculated pursus.t to any of the ic:2Tei 7
* -

.,

4! '

p cvisions of this Section 3.1 an a=cust ini #

f
.

dellars sufficia=t to rei=hursa Chio Pewer fc<

|
any a==unts paid c paychle by it as sales,:

*-

|
.

'
-

! ex=isc c: similar ta::es (ether tha= tr::csi

, hased upen c: = east:md by net inc==c). in re-
r

'

!

spect of the total a=cu=t paychic by AIG-Chic
.

+

!, .

pur:.unnt to this Sectic= 3.1 to1

to Chic ?cwc'

enahla Chic Pcwcr, after p vision fc:[ suchj *
,

i .
)

*has to reali:c the nct a= cunt psyc21s by A!!?-
'

i
!

- -
.,

1

Chic under suc's p cvision.4

i
'

;
.

- .

! - .'
~ -

!
52 C ION 4 - 57ECIAL ??.CVISICS

.

j --
.

i - Iach party to the Ag:sc= cat recog=izes that
.. -

|
- -

. .
.

inflationary pressures and cu=hersc== a'-'-istrative
}

.
- ..

p:ccedurce which are required under se=a circu= stances
.

|
ad=imistrative rule =ay,.i .

by statute y p:cvision and/c:
;

I i

unicsM'specini 7:ccautione are taken, inhibit t.he e.arties,|
., ,

..i
.,; 4 .-

hich .|
'

' f:c= c!fccting intc: connections and transactions w.
'

.I '
'

! ...
1 .

.

.

..
k . .

..

_ . _ . . , , . _ - _ - , _ _ _ - . - . , _ - _ , . , - - . , , - _ . . - , , _ . - - - . - , . _ _ _ _ - . - - - . - . ,, - - - - - .
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9. ... .- .

-
.

|.
. -.

. .

1. .
-

. \.
.

. .

might othc=. tine he of f cet=d ,pursusnt to the p nvicions
*

of the Ac ccm:nt and thin Sch=dule. N1P-Chio accordingly
'

;

: i

| ag =cs that Ohio Powc =sy at any time and f =m ti=c' to :'
.

|
time in the future tahm su=h n= tion' und== the Agreement . ..

.
3

! including Articic 11 thereof--as chio Power shall con-1 ,.
'

< . - .:.. .
. ..

sider to be in uh: best interests cf Ohio Pow ==, including
i

*

%.: tion to file any tar..ff or rate schequie design =d to

| supersede this Schedule. M1p-Ohio also agrees that, in1

f the event of any su=h filing by Chio Power, M* -ChicJ
.

hereby (i) waives any require ===t of law with respe=t toI
.

;

i the f=== n=d centent of filings othe: wise appli=nble to
4

1 =
t

! such filing, and (ii) waives any suspensien of su=5 super-
!

seding tariff c nte schedult of =c = thsn one day sub-
. .

j sequent to the p =;,= sed effe=tive date thereof,and ag cesf

< f
4

1
that N4P-Chic w' ' 1 =ct sack a susp =sien in any su=h eventl

,1
-

! of =cre than one day sub=equent to the p Op= sed eff e=tive
-

1

da.te. thereof--all to the end, sin =c t nnsactions under
s .

'

!
; .

: thi; Schedule (other than'transa=tions p cviously s=heduled)
..

*

j -

i .

need not be undertaken unless in the diseration of Chic Power-
a .

i
.

.

-
-

.
-

,

as the supplier of tranr 'esion servi == hereun:ier, it e2'ects1 ~
-

.
I

so to do, and since M:P-Ohio as the rc=ipient of t=ansmission.
4 .

.
,

l service here:t ic: need not =cce'ive such servi =e unless it t

l-

:- .
i

, ,
'

.

!
elects so to do, th:t changes and =odifi=stions of this -:

,

1 .. .- . .

|
Schedule applichble to =c vice ts be supplied by Ohio Power.

.

to NT-ohio be ef fected without delay.
!

. .

*
. I

g . . |

.

.

_ . _ _ _ . _ _ _ _ . _ _ _ _ . _ _ _ _ . _ . _ - _ , _ , _ . . . - , , , ,,. __, ,m.,_ y _ _.,._,,_._.,_.y..___,.._,7-,_-,_,.,,,,,,%, . .
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3 itV7CE SCIIIu)UI.E D
<

.

U :K G Z:i C T 5 0..V I C ,!
. . .

'!

1, I[ .
-

".

.
,. .,'

.,
.

* Undc Aq=ccment dated as ei April 1, 1974i

.-,

,

hatween '

.
o. .

| .s --

7.=crie:n }:unicipal Pc.:s:-Chic, Inc. -

'
4

I'

and - .i .'

;

Chic Pews: Cc=pany .

. .

! . .

t

- -
.

i, SECTIC:: 1 - DU?J. IO:! .
.

1.1 This Service Schedule, a pcrt cf a=I
i

j

agree =cnt dated as of April 1,1974 (tha Agrec=ent) , he-
,

tween A=crican 1:unicipal Pewar-Chic, Inc. and chic ?cuer!

.

a

Ccmpany shall hece=c effective en the effective date cfi
;

and shall centinue in effect until t= -J

this Agrec= ant,

minat ad as provided in the Agree =end..
-

.

.
- -

I SICTION 2 - S2?.VICIS TO DE ?.IND27.ID
..

. -

i .

| 2.1 Is the event of brochacun c: ethen c=s:-.-
-.

1.
.

'gency en the Systc= cf cither party, involving eithe:
-

| .
.

sources of pcwer c': t:nns=issien f acilities , c he th .-
.,

.' .
-

and i=pcizing c: jeopardicing its ability to meet the
.

.
i

.
. .

. .

Icads:bf its System, the other party shall upon requesta-

.

.

deliv' cicetrie pcwc_ cnd enc:gy (herein es11cd Emergene
.. .

c

'Pcwc and* E=crr.;cncy Energy) in c= cunts up to a :ste of~ '

10,000 kilcuatts per hcur in the agg cgste for alli

,

.

.

, - -y. -

. - - - - - , . -
-



- - - ..

i

-
. .. .. . .$ (-

. . .. , . .
..

*
.

., , . . ,
.

..
. ... .

;, ,
1 - .

. ..;

) Delivery Pointe nnd/c: Interconnc= tion Pointe at which4 .

,

P w== i= being so deliver =d, and =uch addi-cuch Lucretencia*
s

: n -:.
tionni maount= as in its sole judgment can be delivered, 't1

i

i
.

without inposing burdens, on its Sy= tem's operntions and
.

*

'
. .

.

without unduc interferen== witn service to it: cust=mcys-.
., , . ..

,

(cust==cr= shull be deemed to include other inter ==nnc=t.
*

3,

j -

1; -

I

j ed systems operated und== un ag:=cment with the supplying *
-

j party), and to the er. tent that it has electri: p o w c r a.n df
' ,

availabic f =m its 'own sources or can .ebtai. n elec-4

: enezu.v .,.
,

and energy f cm i=ter==nn==ted systa== whi=h'
i

i tric p=wc.

*

i can be supplied without the imp ==itic~n of a burder upc ,

2 .

|
the Syste : of the supplying party; p cvided, however, that

. . . .

..-

neither party shell be obliscted to deliver Eme..gency -... .. . .,
- .

; and Em= gen =y Incrgy t= the other for a peri =d inj Powc .

i
-

ex=ess of forty-eight (48) conse=utive h== s during any1
-

-
-- ., . . ....

... . .
. .. . .. .

1

i single,cmergency. , -

.- . .
.. .

. .
; . .. .- ....

-
.. . . -

SECTION 3 - CCLTENSN:'IC T-
i

-
. ,

-

f
' ' -
- .~

3.1 Electri= energy delivered under Se= tion 2 .
. .

, .

q above shall be settled fc:,either by the return of ap iva-
.-

-
;

.
.

;
. .

! ' ant enc:gy =r, at the. cptien of the pn=ty that supplied,

,

, -,
..

such energy, by pa; ment of the out-of-poch t cost-cuch
-

- . .

!
*

,cc=t $cing as o2 the Delivery Point or Delivery ?cint.=, ~c=
|

-

. . . . .

.
e.

* 9
*

% *
.

. ,

--
..

. * e
< . .

. .
*

. .

. .

i

- , . , . , , , - - _ - - . . - - - . ,_ - . , , , - , , . , , . .,,-,,,..,e,~_, .- --



- .

-

g
.

- .w ,
. g.

. tahing into account c3 c ctrirtal.
.

I provided for in the A<!rr. err.:nt , i
.

I

1 i:sec incurred f:n.m i1*: ned::co or ccurce c of cuch cncrgy
>

* .

;

caid ,Delivt::y Point or D[.)ivery Points--to the cupplying
,

.

, h,11 *

'

i | j
- .

7 arty of,' genc: sting er curplyi:.g such enc gy plus 10 pci
.

|
cent of such coct; but in no event chall cuch pay =cnt,@c-

.
.

,

e-.

)..*
|

at a sta less than 17.5 =3.11: per kilcuatt-hcur for such :
i

-
. .

-

In casec where cattlement is to be1 '

energy so delivered.4

.

settic=ent,

1r ef f ected by the == turn of equivalent energy, ,

shall be =sde' by return of a like amount of electric enc:gy.,

|
-

within s rescensbic pcried, at ti=cs when 1 cad conditiens* ..

i

in, the sender's Syster.. nec cc=r. :sble to lead conditions -
:

|
.

.

[
. , ~~. .-

at the ; time when cuch event cccurred.1 - -

.. .. . .
.

Pay =cnts =nde to either party pursuant
..,

, '

I 3.2 *
-

-.

, , . -

to this Schedule shcIl cc= prise nn n= cunt in dollars equal,

I
.

-~

-
, -

7hc n= cunt p = vide'd for by cubscetien 3.1
.

:
...

| to the su= of (a)**
*

1
.

-

of thic. Service Schedulo, and (b) an n= cent in dellars;
'

-.
,

su'fficient to =ci= burse the pn=ty entitled to such payments
.. . .

.
,

I
- .

for'any amounts paid or pcychle by it as sales, excise or
- ,

.

; ,

j

(other than tat:ec based en er =cacured by nei.
-

<

similar taxec-

.-
. .. .,

' income) in ccpcet of the total n= cunt paid purcuant to
. .

this ,Section and to enabin such p, arty, af ter p cvicion forI
'

: ided
, such ts::cc, to reslice the, net a= cunt psyable as prov.,

.. g :- 3.

.in subScction 3.1 chovc. :; .
%'

9
. . . ..
i e

-. .

*
. .

. .

I O
. .

. .
* .

. . .

9

- .- -r- - - - , - - - - - - --.,n y ., - , - , , , , . , , , , , , . , , . - , ,, - n



. - -

i . g..

. - 's. .

*
.

-

,
- ... .

.

-
, -

; CEC't!cti 4 - ORnCIAL Nt0VIS2.0.!: ...
rach party to the Agrec.mont recognizes that t, ,1 :3

i

i
-

inf1stionary prc==ur=s and cumbc s==c administ stive pro-1
'

. .

c=dures whi ch n. c =cquired under s==e cir=t=u:tanc=s by, *.'

.

. :-,
.

statutory provision end/or ad-%ist stive rule may, dnles's
"

;

i

spe=ini p:cenutions are tchen, inhibit the pn= tics frs= .

.

ef fecting inte==cnnections and t: casa = tic =s whi=h :ight .

,

s 2 e: wise be effected pursuant to the previsic=s of the
- ..

,

j Ag c-ement and this schedule. The pn= tics ac===dingly ag:ce

i th:t--particuls:1y since the t nnsactions contwlated by;

:

i
this Schedule are intended to be recipro=si in chn n=t1

.

.I when i.t is in the interests of both psrt!c= so to be-
.

.

*

.;. .;

eithc(a:p :ty ==y at any time and f:cm ti== to ti=c in the ~
] .

i futur:. triie such action under the Agres=ent-including
,

Article 11 therc=f--as su=h p :ty shall consider to be in1

{t t.he best interests of such party, including action to file
-

!
-

.
4

I .- any t :iff c: :nte schedule designed to supersede this!
-

.

Schedule in its appliention to svch p :ty as a supplier of,.-

| .' electric servi =c. Each party also agrecs that, in the. event-

j -

of any such filing by one of the pc tics, the ot.hcr pn-ty
|

.
.

,
.. .

hereby (i) waive:. any requirc=cnt of ice with cspect to tho',

;
- . .

, form and/or content of filings other.tice applie:ble to such
.

| *
-

) filing, and (ii) waives any nucpencien of such cupc: ceding
-

. .
*

; .

tariff or :sto schedtile of more than ene day subsequent to
i

i .
; .

,

n .

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _. . _ . - - _-. . . . - _ - - . - . . . . _ . . - - - . . - _ _ _ . _ .,



.

.'- -

e.n ,

* .
.. .

thethereof and ag ccc that'

thc proponed effective usts-
other p sety v:111 not ecch a sucpencien of more than one day

subacqi.,ent. to the proponct.i' e.* *cc+.4 vc d''c the cof-s11
M': .

(other,

sinc, t ,n . 4 c.~- under thi s Schedule'
.

to the cnd, - - - - - . , . , ,

..,
'

than thoce previously 'schedulad) need not be undertshen
.

(except as otherwisc provided in section 2.1.cf this Sched ,
e , e, c,.. : -

unicss .4 n ,."a di --**-* cn of the sup D..c - - -.

ule) --.

alce s so to do, and since the re-
'

4 +-servica hereund. ,. --
'

cipient of clectric service hormunder need not raesive such-

service unicss it elects so to do, th:t cht.nges und medfi-
estione of this Schedule applicable to service to be sup--

plied by one of the parties to another party be affected
'

*

.

withcut delay.*
.

O

4

e

e

9
a 9

e ,
,

9

e *

*9

e o,

e
e

4 e,

e

9

e

G

G ,
e

of

'j
,

,.* *

Q
*

-* .

,ge-

o

| .

* .

*e

9

e

e

--w- - _ . . - . . ,
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,

.
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*

.- . . .

4 . '

SERVICE SCl!EDULE C
'

S!! ORT TERM SERVICE*
,

1 ' , ,* -

. . .

I Under Agrc==ent dated as of April 1, 1974
*

4 .

between ,, ' *:,
.

. . <
* * *

American Municipal Power-Chio, Inc. - -

'
!

W.$ .

t
-

! Chio Power' Company .

,

; -

4 .

*

! SECTION 1 - DURATIO::
' -- .

.

1.1 This Service Schedule, a part of an agree-
I

*

ment dated as of April 1, 1974 (the Agree =ent) , between
.

American Mcnicip:1 Power-Ohio, Inc. and Ohio Power Cc=panyI

1

shall beccme effective on the effc=tive date of the Agree-
i
.t .

t

j ment, and sh:11 continue as provided in the Agreement.
.-.

1 .

- .
f *

,

| SECTION 2 - SERVICES TO DE RINDIRED .
,

P

I 2.1 Either party by giving the other party
.

,

'

notice may reserve for periods of not 1 css than one wech,|
-

.
.

.~;

i.c., nny speci.fied period of seven consecutive days, such, -

cicctric power (hsrein eclied Short Term Power) as the. ether
:

i party insy ct such time have or may specifienlly reserve fr==
; .

i the system of ano'iher company interconnected with such other*,

|.... .

party and ia villing to mshe availabic sc Sh'6:t. Term Power. |
'

.
-

1 .

|
The party asked to supp]y short Term Power shall be the scile* '

- .
.

judge as to the amounte and periods that it has or can mahc
i

o

.

**..

.

e

e - - - , - .r , - - , - . . . , - - , , . . .----.,,-e 9 - -, ,.- -.---,.-f -,mr ,c,y- ----. - .



. . . . .

.'
*.

-

.*.. . ,-- ~. ,
,,,

.
: .- ,
;

.|
..

. .
.

.,

.
,

.-<

, .
, ,

the other.

u3ectric pcuer available that may he =ccerved by
'

!

| c'.. . . .
,

partyfcShereTc:mPower.
-

a

To =ccerve Short Tc m Pcwer, the party
.

- .
; 2.11-

! shall specify in ics notice te.-
f

deciring cuch pcwc |- . . .

the other party the ntrber of kile st:c, and the:', ,

perica for which it decires to sc reserve cuch ,

| pcwcr and the decired schedule of delivery cf the
,

Tic party receiving such notice,!

power sc reserved.
i shal2. signify the extent

in a p capt schnewledgment,;

I

cf its ability and willingness to ec= ply with the p c-i

| In the event that a scrty
-

1 visionc of such notica.
|

p cpescs to supply Shc=t Tc:= Peuce in whcle or in
.

;

|
part f:cm power recorved frem th: systc= cf anctheri

'

'ecmpcny interconnected with.such party, the party
.

p cpecing te stipply such Short Term ?cwer shc11
. .

.

specify in its ackncvicdgment the intercennected
.

'

-

ccmpany and the amount p cpesed to be supplied
.

.
.

'

'
. .

f =m such reserved power. Any notice c: any ac-- ,
;

-

knowledgment of such notice that may be given c sily
,

..
.

initially, if requected by either party, shall be
,,

.

',j, confirmed in writing and such cenfirmation shall bc
*

.

than the tNird buciness day f
~

,

forw$:ded not. late:
,~ ~

:

fellowing the dr.y nuch c:al notice ic given.
.

'
* '- .

e

.

.

.

.

. - - , , , , . - - _ , , ,,, . , , _ , , _ , , , , - , , , , _ . . ~ _ , , _ , - - , ----c,- - , - ,, , , , - , , , - - , , . - , , . , . - - -, , , , -- - -- -
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-

,



__ _

. .. .

.. ..- .

.. .

. . .
. . .

1
.. .- .

...
.

.
-

.
-

. -

2.12 During the period that Short Term
"

P.o,wer han buon reserved nr., above provided the*

.,
*-'F*

party having agreed to supply such power chall
. -

;

|
<

I. deliver cicetric energy (herein eclied short .
- -

.
.

: Tc=m Energy) to the other party at the Delivery.;, - .... .
. . .

Point or Delivery Points, as provided for in
..

*

i the Agreement, upon cell and in amounts up to
Y

,

!
.

and including the nu=ber of hilowatts reserved.*

i .

: in the event c=nditions arise during
! However, ,

t
.

]
such period whi=h could not have been reason-

. . .
- .

1 ably foreseen et the time said, power was re-
, . . .

,

served and in the judgment 5f the supplying! .

.i

| party such conditions would cause the delivery
.

1 cf Short Tc m Energy to be burdensc=c to the
: -'-

. . ,

f.
supplying pa:-ty or its systam, said party has'

-

.

j the right to requ ist the other party to redu=a.

, -
>

1 its take of su=h energy to any amount specified.. .
~

i
-

.

.

j - .

|
and for any portion of such period. The party' .

,

4 .
'

1
- so requested shall pro =ptly co= ply with the- . .

r, ue t of the other' party; provided, however,
i

-

. .

the ":pplying party shall,not be enti,tled to reduce
. . ..

i .

4
.

than the n= cunt such.,1=upplying .
| ..delivt.fice to le==. .

parhy ch::11 rcccive purcuant to a reservation for ,

,. . ., , .

such purpose from the nyctrm of another company -

-' ..
. . . ., * . ..

,
g*,~

..
*. . *

.

O.,

e *.

_- . _. - . - - . -. _ _ - _ . - . . .- . _ .
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-. . _ . --

.
.. . .

- . . , , -
.

1. .
, . .

.

. . -
.

. -

. . - :. .

.
-

.

interconnected with the suppJying party's; s
'

.M1
- *

tV
-

* tet -

syntcm.
The Chc..t Tarn Powcr billing2.23 * '

. .

dcusand for sny period shcil be taken as
.

.'- a .
* d .''

~. . . '

equal to the nu=ber of kilowatts reserved
-

,

'
.

for such period as Shcrt Term Power.
.

J

SECTICN 3 - COMPC*3ATIC:7
-

?

| Psyments for the supply of Shcrt Ter:3.1 .

| Pcwcr and Short Term Energy shall be based upon the f=11cw-i
'

.

:
ing rntec:

| For the billing
..

3.11 Demend Charce.
at the rate of .

demand for each full wech,. .
'

f

$0.45 per kilewatt per wcsh during
.

I

| ~the calendur year 1974;-

.

t
.

$0.50 per kilowatt per week during
.

; .

.I

the enlend:: year 1975 and there-'**.

.

after.
-

,

In the event the at: .Junt of Short Term Pcwc:
..-

- -

i *
' -

!

taken ic reduceb,upon requc=t of the supply-
. ~ .

f
.

ing party, the demand charge for the week
,-

-

!

during which such reduction is made shall bc
.

.j cduct-d by one-sixth (1/G) of thc afor'ecnid
j -

.!,

N
,

. ~

. per hilewste of rc' duction -

'
.

.

wechly demand charge*

(other t.han Sunday) during which
.

..

for cach day* ..
*

To the aboveany wduction Is in ef fect.i
,

.

- .

.,

- - - - , , , - . ~ . . - - . - - - , , . _a , ,,.-,.,--.-.-----n----. . , - , , _ . , . .,,..n, , - , , - _ . . _ . - - - _ , . . - . - , - . -c,-



. . . ~

, *. *. y,*

.
* , &4,

1
- '

. .
. ,

. *

.
. . . .

charr.le there shall be added for cuch hilountt
1

.
-

of|bbe recerved Short Term Power that it.
. .

*
.r

- .

purcha==d by the =upp1ying perty from the
.

*
: ,

|
'

' ' - ..

system of another interconnc=ted company,
.

:a.

the c::=ces, if any, of the amount paid 7, ,,' ,

~
i; (c) .

ther=for by the supplying party ov== the
l

' -

l

(or, if such n=ount is less than
,

iabove chcrgei .

such charge, minu.- the deficiency) plus
: *.

for each wech such Short Term Power is
~

(b)-
i

less, forreserved, 50.125 per hilew=tt,i .

<

ma=h day (other than Sunday) during any part
|

of which sny, of such Shcrt Term Power is not,
'

rec =iv=d frem such other system, (0.021 per
,;

> '

'
'

-,

kilowstt not received.:

I .-

For the hilowatt-hourz*
I - ,

3.12 Inergy Charge.;

i. -

i of Sh=1*e Term In=rgy at a , ate per hilowntt-
*

r
| . ,.

-

(such cost,

! hour ecuni to the out-of-pochet cost'

f
'

.

being as of the Delivery Point or Delivery Points
, ' ,

I '

-

taking into no-
provid S for in the Agreement,

.

'
-

count cicettic:1 1= ses incurred from the* ''
i

' source or sourees of such caergy to the Delivery
-

i ,

: . to the sup151ying party.

' Point or Delivery Points) .,

!

of generating or supplying such energy plun 10
-,

.

,.. .

| unic'ns such energy ic +

per cent of nuch cont,
.

,

.
*

.

.
..

- ._ .-. _ .-_.. . . . . - . _ _ _ - - - . - . , . . , , . - . . . , , , - . . . . - _ . - , . , . . . . . - - , _ , _ , , , . -



.

.. . . ~ ,.* *. .

4

.

*

.

i e

supplied from the cy:: tem of another inter-
"

ct$muctud company in which cvent at a rate
.,
...

* tI-4

c'f the out-of-pochet cent of supplying such .

.

i
-

! cncray plus 15 per cent of such cest.
2

4

l'ayments made to cither party pursuant to3.2
,

this Schedul. shall ecmprise an am=unt in dollars equal
the amount provided for by subsection

to th cum of (c)
,

3.1 of this Servico Schedule and (b) an n=ount in dellerst

i

sufficient to reimbur:c the pcrty entitled to such pay =2nts.
;

!
. es:cise or.

for any c=eunts pcid or paychle by it n= sales,1
3

-

(other than ts):us bs:cd en or mascured by4

similar t:::cs

nct ince:ae) in respect to the totp1 sucent paid pursusnt.

-
* o this Section and to ensbic such party, cf ter provisien!

for such is:cs to realize the net a= cunt payabic as pro-
'

| vided in subsection 3.1 abeve.
.

52CTIbN 4 - SPEC 7C PROVISION
. Each party to the Agreeteent recogni:en that
,! .

inflationary precsures and cumb:grecmc ad=inistrative

procedoruc which are required under r.c=c circum =tsnecc

by statutory provision and/or administrative rule may,
.! inhibi t .-the parties! unlec$ special precautions are, tahe: , g

| .,
e

from cf fccLing interconnections and trannactions which i.
i

- might otherwine bJ efrected purnuant. to the provisi=nc |
I
|
r

|

| .
,

.-. . - . . ...- _ - - - _ . - - .~ - - - - - . .
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.

- .,i

1

.,.

of t.he h<permynt ane t.his Schedule, m. partic: accord-'

.\ ..
: :'ingly dyrev t. hat--particularly =inec tl.c tran= action:
3

i
conte: Ninted by this Schedule a:c int =nded to be recip-

1 ocal in ch::: acter when it is in the intercst: of both4

. *.-s ..ml
j

i parties no to be--cither party may'at any tir.c and frc=t
,

! ti:n= to time in the future tche :nch action under the
.

.

! Agr:cr.nent-in=1uding Article 11 thereof-a such pc.rty -

.

I, shall consider to be in the b=st interests of such pcrty,
i

|
including action to file any tariff or rate s=hedule .

: ._
de:igned to supersede this Schedule in its application

| to =u=h pcrty n= a =upplier =f electric servica. Each
4

| pari.y also =grecs that, in the event of any =uch filing1

by one of the partic=, the other party hereby (i) waives
a

any requidement of law with respect to the forr. and/or4

{ conten,t of filing: otherwi=e applicable to =uuh fili:rg,
and (ii) unive: any =uspencien of'such cuper:cding tariff

;
: or rate schedule of more than one day subsequent to the
3

; , '

)
' proposed effc=tive date thereof and agree: that the other

]

| party wi31 not =cch a su=p=nsion of more than onc day sub-
'

i

i =equent to the proposed effective date thereof--all to
,

I t h e c ri d , =ine' trannnetion: under thi: Schedule (other
** :.i ., ,

- than thc=e previounly =cheduled) need not be undertshen .
,

,

I un3 c== in t.hc diceretion of the =upplier of cicetric
I

service heretunk.r, it c3ects so to do, and nince the'

|

.

! 1.

* -.

2

~ .- , - . . . _ _ . , . _ . . -..___.___._.____..-_._._,,m. _ _ _ _ . - - . - _ _ . _ . . _ . _ _ _ _ . . . - _ _ . . _ _ - _ _ . _ . . - - - _ . _ . - -
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.

.

:.
.

recipic t or'cIcetric r.crd cc W W M ., N * {
that chancJes and

such nd;vice unIcs" it ciccts ce to do,
wie *o servicC te3;

*h Schedule nPP- c. --
* .-

:nedification . o-- -
i .

be supplied by enc of the parties to ancther p: ty bc

eifceted withcut delsy.
.

t -

1

6

.

.

4

t

f

? .
i .

E .
.

.

i
r

i

i

j .

t

>

*
.,

.

.
)

* *
l .

!

\. .. .

,

# %

s

|

|

.!
*

..,

V
1# .-'

- .

.

.

*

"o

..

4

.

e

6

- -- -- ,- . _ ._ _ _ _ _ _ _ _ . _ _ _ _ __



- - - - _ _ - - .

5
. ,

. - ,

, ,

.._

.

*
.

.
. .

.

SERVICT OC11Ent11,E D
p :r,

,

LI!17TUD TERM SETWICE*

.

' .

Under Agrec==nt dated cc of Apri3 1, 1974
.

^

1 betwcon .
,

.

Inc.American Muni cipal Per..'cr-Chio,
.

4

i and
.

Ohio Power Ccmpany
i
!

!

SECTIO;? 1 - DUPJCION
|

|
~ 1.1 "h.is service schedule, a part of an agree-4

.

;
ment dat=d as of April 1, 1974 (the Agreement) , between!

1 Power-Chio, In[::. and Ohio Power C==peny
! American Municip:

shall becc.ac offcc.ive an the effective detc of the Agree-
i

ment,' and'shall continue as provided in the Ag cement.
1

i

SECTION 2 - SERVICE 3 TO DO RONDCEIDi

1 2.1 Eith party may nrrange to reserve frc=<
1

|

- the other party, for . periods of not ices th n one er mere ,

than 12 months, such electric pcuer (herein called' LimitcI".
in the scic judgment of the party!

i Term Pouct) whencver,
.

requeste d to reserve the same, su=h power in ivniinble.
:

: .

Prior to cach reocrvation of.. Limited
7<

2.11 .

.

the number of hiloust.tn to be re-Term Pcr.eer,

and the-
i nervud, t.hc period of the rocervation,

nciur et.- of the- pouer if the nupplying party is in
.

..

-- - . . - , ., .-m-,- , ~ - . , - - - . . , , . , , - - - , - - , - - - - . - - - - --



!

|
1

t

*...
.

,.

. .

CU "" '

tu rn
,,,,.c3.s,i n') thi..m f rom the Sy3tCS ,

[ g[33,1 bc determined by -
,.>

iistercnnnc etc.i. comp:1....s ... .

Such* determinut.cn :113,1 be con-
.

.

the partl"8-
,

firmed in writing. ,

;

During c ch peried that Limited Term;
-

~

< 2.12 .
.

,

Pcwcr hac been reserved, the party that has
.

1

!
~

agreed to cupply su'ch power sh:11 upon call
| deliver cicctric cncrgy (herein enlled Limited4

| up to and including the nu=bter ofTc m Ent.rgy):

| kilowatts then reserved to the reserving party,
except when such deliverics would in the judg-:

)

=ent of the cupplying party.have to be inter-
:
1
4

| rupted or reduced to preserve the integrity of,
i

or to prevent o~ 'i * ' cny inct:bility en its4

i .
,

..
'

system.:
' '

:
4

4 "

SECTIOn 3 - COMPEUSATION
Payments for the supply of Limited Ter:

.

3.1.

and Limited Tcr= Encrgy chc11 be based.upen the
t '

1

Powc

:
,

fo11 cuing rates:
?cr the billing

3.11 Demand Cherne. -

..

4
-

demand for each full month, at the rate of
:,
a .- a

.

?.
.

S2.50 per hilewatt per m. ith during
,

-
,
. *

1974;
| the calendar yes:

.

$2.75 per hilcr.:ntt per month during
,,

t.hc calendar year 1975 and thercarter,
u3un .

, - , , . - , , - , - , . , . , , . , - - . . - , , ,_. .. .-. - ,..,-. _ _ - . . _ . _ _ _ _ _ _ _ _ _ _ _



1

# e x,

(

'. ,

.

-
.

for each hilo. ::tt of the reserved Limit.ed Term
il :,.

PoJer pu'rt-hacc d by the cupplying party from i,

the cyctc= of another interconnect d c=mpany
-

i

|

if any, of the amount paid
(a) the encenn,

|

thercier by the supplying party ovc r the -1

;

charge therefer under Section 3.11 of thic
is less

|
Service Schedule (or, if such n==unt -

plus
than such chargo, minus the deficioney)

.

-

1

|
for any month such Limited Ter= Power isi

(b)

f
reserved 50.55 per kilowatt.

For the hilowatt-3.12 Dncrqv Charee.

hours of Limiced ,erm Energy"at a rate pc
1

T4

'

hilowstt-hour equal to the out-of-pochet cost(

(such cost being as of the Delivery Point or
,

i
I

Delivery Points provided for in the Agrec=ent,i
!

taking into account el'actrical los=cs incurred
i

=.
4

|
frcm the source or sc .:ces of such cncrgy to thei

to the supply-
Delivery Point or Delivery Points)

, ,

4

't

ing party of genersting or supplying such energy
of such cost, unlece such energyplus 10 per cent'

is supplied from the system of another inter-
-.

i
'

f .

. connected company in which cVent at n
nte o

, .

tho'out-of-pochet cor.t of supplying nuch cncrgy
.

.

~ plus 15 per er nt of such cent.
I

!
*

l

-
1.

.

o

5

_ . _. _ . _ . . . _ . . - . . . _ . - - - . . - - . - . . . . - . , . - . . . - . - . . - . .
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. .

-

,
.

&-

-

).
i ;.

1

..
.

made to cither party pursu=nt to
3.2 Payment: .

| indollarsequalto:y: - .

iedule cha21 c=mprice an scountthis ne
the amount provided fer by subsection; .

| the cum of (a)

3.1 ci thin Service Schedu3c and (b) sn amount in dellcr:
,

- -- - - -- ..- . . . .

suf ficie-nt to :cimburne the p :ty entitled to'such pay-!

|
,

! ments for any amcunts paid er payab1c by it ar- ssics,
(other than taxes bc cd on er

4

! ex=isc or simils; tc::cs -

in respect to the total a= cent paid)

!
measured by net incemc)

afts:.

j purcu:nt to this Section and to enabic such party,
:

provi:icn for such ta::cs to racli c. the net amount payabici

as provided in subsection 3.1 abc',.'c.
.

i . .

.

SICTION 4 - S?tCIAL PF.CV!520!!
.Each party to the Agreement recogni:cs that in-

a,ationary pressures and cumberse=c ad=inistrative precedu:
I

which'n:c required under sc== circumst:nces by statutcry
;

provision and/or admini=tr:tivo rule may, unicss special-

inhibit the pcrties f:cm effecting;

4

| preccutiens are tahan,

f
intereennections and transactions which might other.fisc bc

cffceted purcucnt to the previsionc of 'the Ag ccment and!

| The partien accordingly cgrec' that-particthis ',Schedul e.

larly since the transactions contemplated by this Schedul.
.

n

j
,

:.
T

arc intendr:d to be reciprocal in chn ncter when it is in
the interentn of both partice so to be--cither party may

,

-

I

| .

.

-,,- - - - - , - - - - , , - - - - - - , - ,----,.----a. a. , - - - , - ,.--,-------.-,----,,_w ,w , , , - , , . --n-
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1
. v

* . *

..

at any tin: and from t,ime to time in the future tahc nuchr

.

. 11 thereof : b::

action Ondt:r the Agre t ment--including Arti=1u
)

!
.

interc=tsn= =uch part:y shall consider to be in the best'

:

of such p..rty, inc3 nding netien to ' file any tariff or;

;!

rate schedule decigned to supersede this Schedule in its
.

j

'

f
applicatich to such pirty as a supplier of electric service.

,

;, .

in the event of any such filing!
.

Each party also agrecs that,
!

I by one of the parties, the other party hereby (i) waives
-

;

any requirement of 1:w with respect to the form and content;

(ii) waivesof filings otherwise applicabic to such filing, and
any suspension of such superseding teriff or rate schedule!

',
of more th:n one day cuhsequent to the proposed effective

.

1

date thcroof and agrec= that the other party vill not scch:
!
'

s

n suspension of more than one day subsequent to the propeced
j since transacti=nscffective date thereof--n11 to. the end,
j

I
under this Schedule (other than those previously schcduled)

.
i

need not be undertshen unicas in the discretion of the sup-:
1

| -

plier of cicetric cervi=c hereunder, it elects so to do,
,

|

! -

and since the recipi=nt of cicetric service horcunder need
!
! thatnot receive such service unicss it elects so to do, ,

i

i
r

changeb and modi fications of this Schedule app'licabic to ,

,
-

,

r.ervice to be supplied by one of the p rtics, td another |
-:

;

f

.

' party be cCfected withcut dcIny.";

,

:

,

'

\
'

|

.

)*
. . .

'
|

'

1

|
.___. __ .-_-_ . _ . _ _ . - . _ _ , _ _ _ _ _ _ _ _ . _ _ _ . . . . . . _ _ - - . . _ - -
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4

- Dated as of .

. r \

August 1, 1973 |
:

-to
>

.

a

Agraer.ar.: .

*
A 1s*/sDa. S. n* =, .4 1 7, .J. ... .

.
.

h bezwear.'

.u a .=. w .-3.-w== g et= ?. S. O = .* 0 , T.v.v C .*-+ =.Ae er.; ?tW== *d ..
.. ..

AND

I 05:0 ?C'.h 1 CD:2.'m ??
l

I
i
4

|

!
4

: .

4

?

D "5 / 6 . @ M.S.F ? 3 4" W''T.m. *** T. .*.4 3" ?."A'% ".". .
* *****

i * ? * 3 *"" P

?. .** T.J . * "*('"." .0"."
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D
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u... a . .a
P v =. 0 a-:..,.,a C~- 5 C .r.u:.. . ., 2 . :. ..

..,
.

I

i

!
.

, .

i *
.

Dated: August 1, 1978a

i

i
;
;

.
.

,

en
. e

-
,

1

- |
t |

._

i

b

.

6
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.

FIRST RECSED SERVICE SCHIDUI.E C
SHORT TERM SIF.VICE

'

(Dsted as of August 1, 1973) >,; 1 .

Under Ag cement d:ted as c April 1, 1974 .

1
,

1
e

i
-

. t
,

betweena

i

American Municipal ?cwer-Chio, Inc.
. '

!
-

!

4

| and
*

,

. . ,

e Chic ?cwer Cc=panyi

#
.

!
.

SICICN 1 - IFFIC AND DUP.ATICNi

This Se:vi=e Schedule supersedes Servicei 1.1
!

S uedule C attached to the agree =ent dated as of April 1,:
i

1974 hetween A=erican M nicipal Power-Chic, In=. and Chic
|
,

i

i
1 as supple =ented by letter
f

Power Cc=pany (said agree =ent,

-

agres=ent dated Ap=il 24, 1975 being' he:sinafta: referred,

4

This Service Schedule shall be-to as "the Agrec=ent").
an: s..111 continue as...

;- cc=e effective on Septembc= 1, 1978,.

'

,. '

p cvided in the Agreement.
.

i
j .

3 . .

i

SICION 2- SIECCIS TO 3E RINDE?2J
.

1

| Either party by g:.ving the ether party
.

, 2.1
| notice =cy resc vo for periods of not less than one week,;

*

|
.

)

i.e.,f.any specified period of seven consecutive days, such
i ,

: - .

Tc:= Powc:4 as the i-~

cicctric power (herein enlled Sher: r
''

other party may at such time have or mcy specifically

recc ve from the system of another ec=pany inter cnnected
,

'

with such other party and is willing to mah= availabic as
.

)
,

, _ _ . . . _ _ , - . . _ _,m_._.,_.,,,_m- . _ , _ - , . _ _ . . _ _ _ _ _ _ . _ _ _ _ _ _ . _ _ __
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'

!j
. .

.~. .

The party asked to supply Shcrt Te==Short Tc== Pcwer.
shall be the sole judge as to the = cunts and

.

|
pcwe:

c:n =ake electric pcwer available
| peried(I th:

it hr.s c et

that =hy he :eserved by the other party as Shc t Te=
.

..,

r
;

.

?cwer.

'2.11 To reserve Sh= t Te== Pcwer, the:
;

I

Udesiring such pcue; shall spec M7
c.aru2, ,.

-

the nu her c!-~
.s .-.~c.u.ec.u.e-:e v., ; ... . - -i .

!

kilevates, and the peried fe; wMeh h de-'

,

sires to se reserve such pcwer and the desired
4

4

schedule of del _very cf the pcwer sc reserved.!

I

. The party =eceiving such netice, in a p ==pt;

i

shall signify the extent cf,

acknewledy.r. enc,j
i

its abilicy and willingness to ec gly w '"
~5-i

7
'

.

On the event that,! p:cvisiens of such notice.
c:cpuses to su=.c. ly Shcrt Te= ?cwer :.:

,

4

a c.artv.1

i
.

in part f:c= pcwer reserved f:c= the,

I whcle c

systa= cf anothr.: cc=pany intercennected with
;

i

1 .

such c. arty, the c.artv. ::ce.csing to su=. .1v. s.=h
J

,

.
.

Shcrt Tc= ?cwer shall specify in its acknowl-i

edgment the intercennected ce=pany a.d the'

; amount p cposed to be supplied f:c= such 'rescried.

1 i
t

.

I.+ any ach=cwledg=ent 6f such i
'pewer. Any notice c: i.

t;

T' netice that may be given cra11y initially, if
-

,

'

requected by either ' party, shall be confi=ed
in writing and such confir=tien shall bc ,

~
,



); - --

4

forwarded net la'er thsn the third busincas day'
,

.

jf=11owing the day su=h oral notice is given.,

! Te==
; 2.12 During the period that Sh:::! *

r,

Ptwer has been reserved as above provided the '.1

|
.

|.

.

party having agreed to supply such power shall
!

j

(herein called Shertdeliver ele =tri= energy'

to the ether party at the Delivery:
' -

Te== Ine:gy)

Point or Delivery Points, as p=cvided f== in.
J

upon call and in a=cu=ts"up toi

the Agree =ent,-

:

and in=1udi=g the nu=her of kilowatts reserved.i

i
!

.However, in the event c=nditions arise during?
I
.

such period whi=h c=cid ==t have been reasen-I

1
'
,

ably f=reseen at the ~# e said power was re-'

1
:

served and in the judg=e=t of the supplying:
I

! party su=h c=nditicas would cause the delivery
i

i

of Sh=== Te.:= Inergy to be burdens ==e to the
I

| its syste=, said party has
| supplying party c:

the right to request the other party to reduce
4

'
.

-

! its take of such energy to any a=ci:.t speci- -
' .

The
' fied and f== any pertien of such period.4

4

party so requested shall p :=ptly ec= ply with
,

i

! . -

:the request of the other party; provided, however,,

-
.

j,r

the supplying party shall not be entitled to
,

r
*
''

redu=e deliveries to less than the a= cunt such
i

i

supplying party shall receive pursuant to ai

|
reservation for such purpose f:cm the systemi

,

I

I

|

_ _ _ _ _ _ . . . . . _ _ . . . . . _ _ _ _ . _ _ _ _ , _ . . . . _ _ . _ . _ , - _ , _ . . , , . _ . _ _ . _ . . _ _ _ _ _ _ _ _ _ , _ _ . . . . _ _



.

.

. - - ~ .

of another cc=peny intercennected with ths
Y

'

'
> supplying party's system.
: 2.13 The Short Te== Pewar billing

u. .-

il. ;'

demand fc any pericd shall be taken as ,

.I -

!
b equal to the nu=her of kilowatts reserved
!

,

f== such pericd as Short Ter= Pcwer.4

3
.

4

1

-5ICCN 3- CO* GIN AT~CN .E
-

Te==
; 3.1 Payments fer the supply of Sh :::

~

i

Pewar and Short Te Inergy shall be based upcn thr,i
!

-
.,

4

f
fellcwing :stes: -

%3'''--
3.11 Demand Char e. Ic- *5-

-
.

'.
-

1

de=and for each full veck, at the este cf3

6

i

t

50.60 per kilcwatt per weak.1

'

event the a= cunt of Shc t Te = Pcwer
.

i * S=

taken is reduced upcn raquest of the supply-
the weeking party, the de=and charge fc: .

during which such reduction is =ade shall:
J -

,!

be reduced by ene-si:ch (1/5) cf the af=:e-

said weekly de and charge per kilewatt c.f
-

f

'
,

reducticn fe each * day (cther than Sunday)
4

during which any reductics is in effcet.'
'

j.To the shove charge there shall be added'?.:
'

| t-
>!,.

for each kilowatt of the reserved Short Te:=
.

i :..
', -

Power that is purchased by the supplying
i

ps:ty f:cm the system cf another intercennccted

ccmpcny, (a) the excess, if any, of the a= cunt
. . ._ _ - _ _ - .. - .-



.

.

-~ ,
,

:
i

:

paid therefer by the supplying party over the)

i

I
above cha tw (cz, if such a=oua: is less than

!.
P us (b)l

' sh=h charga, minus the deficien=y) .
-

i

Pows; is re- .

>

for ta=h week such Short Dar::
.

i .

served, 50.15 per kilowatt, less, f== aach day
. .. . .- - -

,

I
(other than Sunday) during any part of whichi

I
.

is not received
'

any cf su=h Short Term Powa
! ,

f c= such other systa=, 50.325 par kilowatt
i

!, -
f

'

not received.i
:

t

' 3.12 T.n e r e y. C h a r = e . For the kilowatt-,

i.

I heurs of Sh:: Te== r.nergy at a rata per
: -

kilowatt-hour equal to the out-of-p==het e=st|

,

(su=h cost be bg as of the Delivery ?cist er
-i .

Delivery Points provided fe in the Agree =ent,.

.
-

taking into ac= cunt electrical icsses i==cerad
.

!

'. sources of such anergy to;

; f:== the son =e c ~

i -

; tha Delivery ?cist c: Delivery Points) to thei
. -

supplying party of ganarating c supplyingi 1-

|

su=h anergy plus 10 per cent of such cost,.

unless such energy is supplied f:== the systa=
!

-
I

in which
~ of ancther inter:cnnected c==pany >
) -

1
I

levent at a rate of the cut-of-pocket =est.cfI - ,.
, .

t-
i, :

?
supplying such energy plus 15 per cent of su=h

-
; ,

i
,

Cost.
'

4

l

i -

1 .

i
'

e

!

- -.- - - _ __ - __ _ __ __ "F'M-w+ - - - - - , , , , _



. _-

.f 3.2 ):y=chts . ;;de to either party pu.rsuant to~

1

1 th ichedule shall =~ ;;isa an a= cunt in dellars equal
i

to .Ihe su= cf (c) the a==unt p:=vided f== hy subsectic

3.1'ch'I
>?: .

this Service Schedule and (b) an a==unt in d=11ars.$r l
n

<

!
: ; .

ssuffi'cient to :s#-'urre the pa'rty entitled to such pay =e=ts<

'

.

! fe: any a= cunts paid c= payable by 2: as sales, excise c: ;5

!

s' 'lar taxes (ccher than taxes based c= c: =easured by
)

--

i net inc==e) in respecu to the t:tal a==unt paid pursuzat

| to this Secti:n and te enable such party, afta= p :visi==
;

' fc such taxes ce realize the net a==unt =av.able as .::c-f

.
i

t

. vided in schsection 3.1 above.'

.

4 >
.

;

| SIC * ION 4 - S?ICIM., ??.CVISION
4

I

Zach party to the Ag:==-a ' -=cegnizes that
,

'

| infla tienary p ss'sures and cu=hersc=e ad '-istrative
i

: pr. dures which are required t= der s==e ci === stances
1

| hy statut=:y previsien and/c ad 3.ist ative zu.'s =ay,
, ..
I.

i unless special precautiens are taken, in.5#%it the partia.s
.

f:c= effec *' g inte====nections and transactions which
s

9
.

j might otherwise he effected pursuant te..the p cvisiens
; -

cf the Agree =ent and t.41s Schedule. The par.ies ace::di:g.'

ag:ce th.e-particularly since the transactions cente=-.

->
.

f this Schedule are intended to be reciprecal in
.

pland h
.

- {4
- ,,

...

e% :actc when it is in the interests of bcth parties se!d.
, :..-

'
I

to he--either party =ay at any time and f:c= time to time
in the future take such action under the Ag:ce=ent-in-

ciuding Articic 11 thc:ccf--as such party shall consider
.- _ - - _ . -. . _ .. - -_ -. -



4

.

l

.% , . ..

r. RS . .,.5 . 3 .c ea_- DI .m ...

L*.* t .**. _T3 *. *.me.t. .C. ?.*dT* Cf.s . . .
b, (D ted as of August 1,1978)

..

'

L]Under Agreement dated as of April 1, 1974 i;
i

|
i

| |
hetween -

.

American Municipal P=wk -Chio, Inc.'
:
!

and .1

.

i
.

1
-

Chio Power Cc:.m. ay
-

,'

t

!

;

SIOTION 1 - ITTIC"' AND CU?.ATION 1'

| This Service Schedule supersedes Service
| 1.1 -

Schedule D attached to .the agree =ent dated as of April 1,1
i
<

(the Agreement) , between American Municipal Power-
,

t

i 1974
,

i as
! Chic, Inc. and Chic Powe: C==pany (said agree =ent,
< 24, 1375 being
|

suppla=ented by letter ag=es=ent dated April!

, This Service<

I hereinaf ter referred to as "the Agreement") .
-

1
Schedule shall bec==a effev.ive en Septa =he: 1, 1973, and4

|
!

{
shall c=ntinue as p cvided in the Agree =ent.

-
. .

-

.i

1

SICTION 2 - SI?.VICIS To BI RINDI."-CD
.

i
4

2.1 Either party may a::ange to reserve f==m
-

|
' ,

.
-

,

the other party, for periods of not less than one c= more
! -

4

than 12 m=nths, su=h eleetric pcwer (herein called "hted| '

4
'

!
'

-

Term Power) whenever, in the sole j 2dgment of the party
' .

'
.,9

requested to reserve the same, such power is available.n_ p: r:
|

.

Prior to each reservation of L' # tad 1
.:

, .

i 2.11 -'
,

Term Power, the nu=ber of kilowaf.ts to ine
i
,

t

-,

i
-

I

_ , . _ _ , . _ , _ , - - .,. __ ___ _ _ _ . . , _ , _ _ . _ . . . _ . . .._.,_ _--._-_ _______.__.___ _ _ _. _ _ _ _ _ _ _
_



. _ -

4'

E

.

; -

~ _
.l

.
*

i to be in the best in: crests of such party, ncluding
.

;

actica te file any tariff c :ste schedule designed te

hsupersede this 3chsdule in its applicatien to such party y

I C,
.

| as a supplie cf electric service. Each party aisc1 q

,

.

agrees chac, in the event c' any such filing by c=e of 1

.
4

the ps ties , the other par * < .ereby (i) waives any -4

,

j require =ent cf law with respect to the. fc:= a=d/c
.

, cen-i

,

tant of filings etherwise applicable to srh filing,!

j and (ii) saivas any suspensien of such superseding tariff
1 rate schedule of no e than ene day schsequent to the
i c:
!

-

i p:cycsed effective date therecf and agrees '"=~ 'ke other
: .
4

=a'rtv. will net seek a sus =.ensi== cf ==re than ene dav. sub-! .

4

sec.uent tc the ::ce.csed effective date therecf--all te the2

) .

! end, since transacticas under this Schedule (other than
J

i, these =. revicusiv scheduled) need net he undertaken n=less.

1

-.. ".e disc-="-3c.. c.' ~".= s : '-#-- c ' e ' - '- d . s e . # -- 5.e e-1
- - --- s -4,1

>
<

b .

. ---- --..u. ca-.n: : ,
-

e,,- s s u.c d , a,.d s:..-. uu.,:. n, u...a . , .
- - . --

--
.

4

electric serv ce hereunder need net receive such service
unless it elects se to do, that changes and ncdidicaticas

.

cf this Schedule applicable te service te he sur. lied hv..

.

I cne of the parties to ancther party be effected withcut
> .

f
}

delay.4
.

* *

J,.
: -

.
,

e i

.I

i

! -

i

i

e
f

4

__ ,_ __ - _ _ . _ . m ..-.---..---,,--,w- . - - + - - . _ _ _ -- s,.-- _ - - - - - - . _ - - _ - - - - . , , - , , , , - , ..-w, , , ,-



- .__ .

.

c 3.

.

;
rarerved, the period of the resarvatic=, and the

.

sour =c of the power if the supplying party is in:

? _

I,.

durn reserving the= f == the system of a=othe:" s .
,

'nter==nnected c==pany shall be dete_ '.ed bye .

i
' ,

f

the parties. Such dete==inati== shall be con-!

fi:=ed in writing.
-

.

i .

2.12 During ea=h period that Li=ited Te==
:
1

Power has been reserved, the party tha' has1

3

agreed t= supply such power shall up== call|
-

;

deliver electri: a=argy (herein called T' ' ted-

Te_= Inergy) up to and in=1udi"g the nu=her cf
f

kilowatts then reserved to the reservi=g party,J

!
.

| ex=ept when such deliveries wo=1d is the judg-

I
=ent of the supplying party have to be i=ter-

-
,

rupted c= redu=ed to preserve the integrity of,f
4

:
s

te prevent er 1' i t a=y instability en itse
' c:

systa=.
,

i ;

i. .

! SIC !ON 3 - COMPINSATICN
4 .

I 3.1 Payments fe the supply of Li=ited Te==4 .

1

1

,
-

Power and Li-i'.=.d
Te== Inergy shall be based upon the

,

,

|
following rates:

.

t 5

f 3.11 Demand Cherce. Ic: the hilling :.
4

r; :-

.

|
''

? de=and for each full =enth, at the rate of
-

|

| I
|

|

|
$3.25 per kilowett per =enth; plus

,

|
|

\

| |
.

| !

r

>

, *
I

.

I
" ' - - - - - - - - _ . - , _ - _ _ _ _ _ _ , _ , , _ N ' *--W%e--1 -, ,y, ,, ,__.,__



-.

,

|

o. 1
'

1
~- .

!

..
,

for cach kilewst cf the reserved f' ''=d Te==
;

4

.

,

? we: purchnsed by -he supplying party 'f c= \
'

h t,.,
*

.: :b.e system cf ancther inta:cennected ce=pany
)*

t
'

i, f(a) the excass, if any, cf the a= cunt paid *

! - therefer by-che supplying party ever the .

charge thersfer under Section 3.ll'cf this
>

;
.

Se: tice Schedule (cz, if such a= cunt is less
. ,

.

5

;
i than such charge, =inus the defi=iency) plus

'

1

! (b) fe any menth such 74 3 ted Term ?cver is
:
I

! eserved $0.65 per kilcwatt.
*

i

i 3.12 Iner=v Charce. Fe= the kilewatt :
;

!.

i hcurs cf t' 4-ted Te== Inergy at a rate per
,

kilcwatt-heur equal to the cut-cf-pecket cost
i

>

(such cost bein as of the Celivery ?cint c:
;

.

Celivery Points p:cvided fc in the Agree =ent,
i ..

taking into ace =unt electrical lesses incur:ed
.

f:== the scurce c: scu =es of such energy to

the Celivery Point c: Calivery ?cints) to thei .

supplying party cf generating c: supplying such

energy plus 10 per cent of.such cost, unless
..

,,such enc gy is supplied f:=m the systa= cf
'

, 'i
. . .

: ancther intercennected cemeanv in which event 'p'.- --
;..
' r.
* at a :ste of the cut-of .ecchet cost of supp1.v- ::

.

.

ing suca energy plus 15 por cent of such cost.

3.2 Payments made te either party pursuant to

_. _ cs.uta .



_ _ .

!

1.

1
-

3.

.

. .

em the su= cf (a) the a=cune p cvided for by subsecti=n'

i

3.1 jef this service schedule and (b) an a=ount in d=11ars
;

;

i
sufficient to rei=b=se the party entitled to su=h pay- h

-

- ei l. ..

: =ents'for any am=unts paid c payable by it as sales, ; )
4

<.

1
;

j ex=ise c si ila ta):es (other than ta=es based c= or i
- 1

'
.,

]

j =easured by net in===e) in respect to the total a=cu=t
i I

I

: paid p=suant to this secti== and to enable sn=h party,

after p:= vision Sc su=h taxes to realice the set a=munt
.

1' m.avable as :. =vided in subsecti=n 3.1 abeve.
4

.

i
j

l SICTICN 4 - s?IC E. ??.CVISICN
*f

i . Zach party to the Agrea-a.t re=cgni=es that in-.

;
-

) flationary pressures and :- * e:s==a a -#-istrative p c-d4

-

,

k

j cadr es which are recuired under s=me cir=== stances by
,

statut=_y p = vision and/c: =# 3-istrative rule =ay, u=lessJ

spe=ial pre =auti=ns are taken, # 5' bit the parties f ==

. effecting inter ==nne=ti=ns and transacti==s whi=h =ight
.

f
4 '

i ethe: wise be effected pursuant to the p== visions ed the
i
,

| Agree =ent and this s=hedule. Che parties a===:dingly -

, .

| ag ce that--parti =ularly since the tran'sacticas c==ta=-1

1 plated by this Schedule are intended to be reciprocal in;
i

f

i character when it is in the ince=ests of both pa: ins
i
'

?. .

|
so t'o be--either party may at any *i-e and f:c= time to-

e

time in the fut=c take such action under the Agreement i-
i
; -

i. including Articic 11 the=cof-as such party shall c=nsider;
,

i

j to be in the best interests of such party, including
f

:
-

action to file any tariff or :nte schedule designed to.

!

- . .. - . . . . - . . . - - - - _ . . . . - . - . _ _ _ . - - , - . . _ - - - . . - . . . . _ - . - - - - - - - - - . - - -



1

|
.

.. ,
e

^O .

.

supc sede this Schedule in its appli:atien to such party

j as a supplier of electric servica. Iach p:.rty'also agrees
1

5

that, ULs the event of any such filing by cne of the parting,
J %
4

) t.
, .

the ccher party hereby (i) waives any =erairs=ent cf ,'
,

: 6

law with respect to the fc== and centent cf filings,

:
i

I etherwise' applicable to such filing, and (ii) waivesi

.

rate schedcle4

any suspensi=n of such superseding tariff c:
3
t

| cf scre than ens day subsegaent to the p =pesed effective1

:
'

i

i date.tharsef and agrees that the c her party will net seekI

a susc.ensien of =cre than ene day subsequent to the pec-

! =csed e'"a ive date thereef-all to the end, siscs
.

!
::: sacti=ns under this schedule (=ther than these pre-i

,

i
.

J vicusly scheduled) need net he undertaken unless in thea

: discretion of the supplier of electri= servica hereunder,4

:
l

it elects se te do, and since the scipient cf elecuric4

1 service hereunder need net :s:sive such service unless it
4

|
elects so to de, that changes and =edificati==s of this

{
. .

! Schedule applicable te service to he supplied by cne of
,

the ruties to ancther party he effected withcut delay.i -

'

t

,I
.

4

4

*
.

91

.

t. -

| N (.-
,i i

.
c

.. ':
.

m

4

I
*

!
'

,

1* -
.

_ . _ _ . . _ . . - . . .
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,

APPEN :% 2

i :P

,

1 AGN'T

,; bet: ween
.

. AMI?. :AN .W:::PJL., POWER-CE20, 3C.

|
1

and'
1

i

i, TEI C: ! CF 07_ C ~', " o
I

!
-

1,

,

1
i

4

:
1

i

i

.

t

.

1

!

.

}

J

|
-

t
t

.

!

l
Y t \

Dated as of June 1, 1974 1

. ,

:

4
e y*

4

I %

i

e

- - - - - -
- - , , . - . , , _ , . , . , . _ , , _ _ - , , , - . _ , - , , , . , . _ _ . . . _ , , _ . . - - , - , , , _ _ ,
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.
.

... .

I C.. ACRCTim::::T, dat=d c= cf Jtm= 1, ." ~4,
i

*
,

.

bct. =cn Ic:=riccn Ilunicipal Pc*. ce-Chio, Inc. ("K*P-Chic ") ,

' cn Chic c==por: tion not for pecfit, and The City of ;.

4

i
.

2' c :ville, Chio ("orrville"), a munici=si ====cratien cf *trl

*

; *

* -the State of Chic.'

,

0.02 Chic ? cue C=mpany (" Chic Pcwcr") c.:ns and
i

facilities h: the g=nc:nti=n, trans- 'i '

) cpernt=s, inter clin,
-

,

| =issi== c:l distributi== cf alsetri power end en= gy in
,

-

,

| the State of Chic, and as a part of the integrated A=cri-
,

4

can Ile =tric ?=wer Syst=m. M:?-Chic d=es net, at the

!
date of this Agreement, cwn c: cpernts any fac 'i ties,f==i

*
>

i '.' a g e.. e_- <.. . : ... , ' a..e _3 s _e _d _.. a.. d d _# s '. '_ _' S_ u '_ _' -.. c _' e _' - _ *_ _4 _-_ _ _
_ -

! .-
!

! =. cwer and ene:m.', but has been c . sani =ed to cwn and operets
'
<

i facilitics f= such purpcsc, to in nish technien1 ser-4

i

and such fac# ' ''i as to be owned and cpe5= tad,-
] vi=ss,
2

-

I and such sc viess furnished, bv MG-Chic en a c=cp=:ative;

a

: u_
; ,, _ , _ _a _: u_u s_:3 s_ , _ u.ne .,u.a_n u e.,.. _a _: u_ c _a . s ,. c .. ..s ,.

. .
.o . . .

.. .. _

-
.,

i such ?:t =ns bainc, and to be , =nnicin. ci sv. sta=s cwned
*

1

J
<

1

| and operated bv municieci c= perations of the Stata of
!
1

Chic, including 0 :ville.' ,

.
0.03 0::ville cims and oparctas f acilities f==

.

the generation and distribution of cic=tri: pcuc and
i .

-

: .i in Ithe State of Chic, but is not new int ====n-
| enc =cv .

.- ts
-,

i. nceted with the facilitics of any other electric cy= tem -.

.

1

1

(

l e

i
! .-
i

G

*
__

-
_, _. _. _ _ _ . _ _ _ _ _ _ . - 0



_ _ _.

.

.

) in Oh io . Orr ville '1:: ires to in t=r==nn=t its cacetric |

Isc12 it.ic: with those of Chio Pouc by constru= ting |
.

2

! appro::hnetely cight :niles of n 130 hv t:nn==i=sion lin:
.- 9

f == it: existi ng ele =tric g=ncreting f acilities to the
i

.

!

East Wno=t.c: :w.bst:ti=n of Chio Powc with the v~.=w of. ..
.

:
!

,.

!
therewf her c :.aratin; it: fa=ilities in parallel w ,:th th=se of

. . . . = .. .. _
Jt

1
\.

I
'. ;.

! Ohic. ?ower.
',

AIG-Chio and Chio Power have entered i=to
-

1

i, 0.04
.

i
nm ag ccment, dated c.s of Ap=il 1, 1974 (the "mG-Ohio
' .

. .
: .

|
' . .

j .. . ..

iscwer Agreement") pu'esuant to t:hich Chio Power proposes1
;

j . ...

to rander to 7d:?-Chic tran==ission service on the te==s
.. ..

2
.

.

i
*.

! s me=iff.cd in the NG-Chio ?:..== Ag ccI =nt end pu==unnt to~

.

*
.

2

thich a :cngn=ents =sn be effected pursunst to whi=h2 ..

I
.

NG'-Chio =cy, under the conditiens stated in th,e AIG-Chio~

J
'

,

.,
.;

! ?ower Agres=ent, render emergen=y servi =e, short-ta==..
,

-

j ' service :nd limited-t=== servi =a to Chio ?cw== and pur-4

i suant to whi=h Chi.e ?.cwe may,' under the conditi=ns

f stated in the 7dG-Chio Powc: Agrec=ent, render emergency 1

!

) servic=, shcrt-t=== sc-vi=c and limited-tc:= servi =e to
. ,

)

AIG-Chio for the benefit of ?nt===s of 7dG-Chic, inclu.*.ing |
. .

i

j
1

-

.
.

! .0::ville.
.

| 0.05 AMP-Chio and C :ville p = pose by this?

; '

| Ag:ccm:nt to enter into mutual.'y sati: factory centractunii

.

4 . .

; arrangemen t: pur unnt to which NG-Chio will =upply, or
.

.

,

.

.

*
i .

.

.

j . .

- -
. .

$ .

-. -. -_ ___ __.. ._. __ _ , .., _ _ ____ _ ._ __ . . . . . - _ _ _ _ _ _ , , . . . _ , - _ . - _ .



.. -

.

.
.

., .

.
enu== to hc coppli=d te C= ville, f c: ti=u to t:. as.

1
4

i mutur.11y aq: ccd cpen, cmergency sc vice, short-t==m ec:-

vica :nd limited-ta== cc: si=c cad such oth== s=rvi==
.

involving a It:snc=ission ec vice rendered by Chic ?cwc . . "
-

1

pur. uant to the KG . Chic Powc: Ag ccmcat as sh:11 f_ m4
"

i
.

: ti=c to ti=c he mutu:11y agreed upcn by E~?-Chic ant.
. . .

__- _.. _#.--_* to ''- ,4 " '
1 C _ _-.. _: , , ._ a .. '. " v. ''' _- $c,*. - 5 C _ _ . _' _' ' = . .v. ,

_ __ . _ . _. _

j

_n _ n.... u. n_ 2 _:s.
.,

c a._._ ...__...r,....y 1 s.- y _a . .. , a b, . . _ _ _ _, _, g e_ y.: .. . _.. .
_ .- - _ . ... .

_
. .. ._
,

1
i uc_. se_<._:. sc <m..z. C.:c .:c use uene__: c_ c~u.e_ .s u . sa a

. ..
_4 . ---

.

1
-

I c' AIG-Chic .
1

1

1 0.06 C::ville and Chic Power ::::. se , ursuant. =
.

t.
- . .

.

, g3 3 e _, - _ , u. ,. r , . u__ , '."_ a _' a_- * . . .- .a ..'..s ", =_ 'w a c: C_ _ v.4._' '.a. a .44
..

. _. __ .
; ,,

.
- .

. s c' J" u' _' 19't4 ( '' .a " C .. v _i _' ' a C'.._d o:
: o.w._: e .s . ., _e..-_ , en au a _ . _.

,-
,

* *|

.' ? cue _- " . , . ~ . ~ . * . . ' . " to ,, . v_ _^ = a:- = . 1 .._J.. ts %, =_ '..> c =_~. C_~_ . '_ _' _' .~.4 ._ _.,
. .

f
i

I and Chic ?c'..tc s .ch cc these included. in the AIG-Ch.ic ?cwer
4

.
.

w _ c a'.a_ - a:.v ' '..- _ _ _ w' a.v, _- = .=.s . . k a_,' "* '
i .n , ._. e , ... . u. -,: - _ . .,

.. .
3 .

i

!, E ,. : 4 e ._ c . .*% 5 Cs...: c s%.C, 9 a. ,... ~: .,u... E C,./c :: 4. u . es. :* ..
. .

..s . . . . . . .. ..
..

.
'

o.w : e . ew e _ e _ , ..a_ . '. sk... u' d ' a__...d..n'.a ,-I
s'

_s3 .. ..

.

; Noe,. , . -. 3 -..:.C.n.r , m..--. 3. an- . .-.S m. C - uS nG. .r .n...,. _ . ..
._.. - .

.

'. HIRI3Y AGn:E AS FOLLOWS: ,

1
J
; -

AR_,.C m- 11
.

, .

N +.2. % 0...,..r e. C., n- u.D. C.m .,mm. .CI.3 1, n. .N b. . . r_ u' . .. su- -
. . . . . n . . ,

,._ -

. .

1.01 C::ville chall p cceed, at its cwn ecs:i .
' -

;

i

4

I

.
.

.

_ ____ _ _ ____.___ _ ____ _ _ _ _ _



.

. .

.

'

nnd expent.., to tah: th: steps specified in Se .iens 1.r11,
:

1. 0 2 ani: 1.03 o f Arti:1c 3 of the Orrville-Ohio Po.::: ;

Agrec==ng. .r
.

,
,

I

i
i
i

! ARTICLE 2
.

I POtf5R TRANSACTIONS
*

-

3
.

-
. . . ..

i 2.01 AMP-Ohio shall supply to and Or-ville'

;

shall purchase and : ke from N4P-Ohio , such cmer,qency
,

s e rvi e: , sh o7:-t: n s c-vi c: and li=i:ed-::rm service as'

shn11 frem time to ti== be schedul:d hereunder by mutual
. .

.

n;ree=ent between Or vi2 le end A.'P-Ohio , and Or-ville;
.

shall pay AMP-Ohio for such service the sum of (i) th:' '

out- o f-p ock:: cos incurred by M4P-Ohio in prov. ding * *:n
,

servic: :nd (ii) 1/10 of a mill per huh for all :::egoriesi .

o f se-vi== caused by AMP-Ohio to he d=2ivered to Ornille
|
:

points of deliver / mutually n;r:ed upon by AMP-Ohio4~

c:

and Orrvi13: fer all :nte; cries o f se,rvi ce en:cp: fer

power and energy oce=sion=d by inedye :en f1 c.:: o f pe.:::i

and energ>. Set:3cnsnt for inndvertent f1 cus shall be made!
'

in =ccord=nce with th: sc r=s of the AMP-Ohi o Pcwcr Agr====n t.
.

.

4

. '
-

,
*

i :

i

i =

.o
.

. , . - . . . . -- , , . , - - - - , . , , -- . -. - - -. - , . - -



.

. ., .

P.
,

. .

2.02 NG-Chic chall p cvid= to 0::ville, in
,

additien to the cle et.ric service. r.pecified in Secticn

2.01 of this Asccc=cnt, such additional cervice involving
I t*

the purchase by NG-Chic cf pews: and enc gy f:c: a
. '

I scu=ce other than Chic ?cuc and the tecns=issics by Chic
.

I

Powc of such power and enc gy, less Icsses the:cen, to -
'

.

points cf delivery mutu,t12y ag: cd upen bar. cen N3-Chic and
,

! s.

C::vills cnd 0 :ville shall ccv NO-Chic the su= cf4, e . .

I (i) the cut-of-pocket cost incur:cd by NG-Chic in pur-
i chasing pc:c: and enc:gy for the ac= cunt of O_. tille

-

< . .,.

(ii) the c= cunt pcynble by NG-Chid to Chic ?cwer . -

.
.
-

:

1 pu==ucnt te the N 2-Chic Powc Ag cz=ent for the t:cas-
.

=iccicn ce vice rendered by Chic Pcue in delivering -

,

suchs poeter and energy to C._ ville, and (343) an c= cunt

| equal to 1/10 of a mill per huh fer the *cnc gy delivered
-

.

: by NG-Chic to C :ville pursuant to such sc:vice.'l

1

2.03 C::ville chall supply to NO-Chic, and!

'

Ne-Chic chall pu:=hase and tche, such*c=c:gency service,
,

'

shert-t=== =c:vice and limited-te== cc:vice as chall;

f:c= ti== t= ti== be scheduled hereunder by mutual cg:ce-

ment between 0 :ville and NG-Chic fc the purpece of |
-4

.
I

cnsbling N,G-Chic to supply c=c gency sc:vice, short-term
> .-

service and limited-ccrm cc vice to Chic Pcwc: purcuan" ' i.

r .

8,. e

.

.

- - - - - - - - ,._,.Q,



.

-
.

1 4%

i

to t ne ur o. L .:.in 65 t.be IMP-chie P:r.ie: Agr====nt .snd
;

.

.aw C' ' * : .' i 1- y te 0. v.t.11e for p .1== cnd energy =c
.

-
1 .

! nupr..i i.6 tc , il -Ohic m .un t:.' equc1 to th= c= cunts
', '

;::4y:ble by Ubir. Power to NO-Chic pursucnt to the A!O-
,

;

c * *.. Oc e r hg re ue,r t , for cil categories of service
;

,

.

i

ex=cyr. fe. : gancy service and except for power and ,'

en=:gy o::::sienoG by incdvertent ficus of power add
*

i .

,

: onergy. To: cv erge.ncy se::".< ice M@-Chic shall pay to
.

$

cerville the P.=sunts =alculated en the sa=a basis as if
i
;

Crr.-ille were the party under the AIG-Chic Power Agree-
to Chic Power. Settle =ent

! --nt supplying a=srgency powc
. .

fer inmivertent flev chall be =nd9 in ace =rdance with the .
,

A29-Chic Po.ier hgrs===5t.' ;
-

,

4

.I .

AT.TI" ' 3i .

'4
-

i
.

CEM1AC7 ERISTICS OF II.IC"RIC IIu.nGY,
_ a, . ..v. . m., m m..e C1.. %3 O_v., S , . ,

De.v v.1n_.m .4.. a -

i POII?TS , ICTORIT.G PCII?T5 NiD ICT.".II4Gr

i
I
.

j 3.01 Chcrecterir.ti== cf Ilcetric Enerev. All;

i

el=ctric energy deliv= red und== this Agrec=ent shall bei

:
. '

j -

i of the charneter c=:=.:nly known as three-phase sixty
4

1

; P.: cnergy.
.

! 3.02 Deliven' Point.s. The parties herete1

j

i
rc=cgni=c that, sin =c no Delivery Point he: yet beeni

. .
,

:

I

4

! .

<

| .

i
.

'
.

.

e .

, , , , ,n,, - - . - - - . .._,- . . - . . . - ---.---,.-----.~,..-,---,,.-r,c,-



.

.

n. - . ....

.

2

I cutukliri 1 1.u'cr this hr.t::c=en k, and sinc: neithe:
.

:
,-

i N o-Ch.' ..=: he'ille :n new fn=iliar with the chsrac-

taricticc $1 my lecd which NG-Chic and 0 :ville will :. .4

4 .

| I

i =utually ng:ce : h=uld be supplied pursuant to the t===s
,

| cf this Ag:ce: ant, it is agreed that each future Delivery
y .

.

| ?cint (which :h l'. be at a p= int where the al===i: fc=ili-]

1 -

- a s c C - . .; '... c : .~.~. s- .... w. ' t.r' " %. "".~s~ e,.* %. .d. ". P c.n -"~a - .
. .

|
shall ha c. 'y at a leentien , and upen te==s and condi-;

:

! ti ns =utuallv. a, reed up:n in ecch ==.sc hv NG-Chic and.

i

1

| C _73''a; p :vid:d, however, that (i) in no case shall a1

1

f delivery peint bs established whers transacti=ns t= be
.

! scheduled C== such peint cf delivery will be icss than
i
i

i 1500 kile.:stts , (ii) in each ecse, unicss otherfise ag:ced4 .

i to by Chic ?cwar under the NO-Chic ?c :a: Agres=ent, deli-;

.

.

j very shall be aff acted f::= the Eulk T:nnsmissi== Fa i'i'd es ,1

I as defined in the NG-Chi: P,cw=: Ag =c=ent, of Chic ?cuer,1

,

i

| (iii) in ea=h case C- eille will construct, own and main-
-

,

!
tuin the necessary substation equipment, including suchi

1 '

c=nt:cl switching and pr:tective equi;=2nt as the actsh-J

:

: .
.

! lished practi=c cf Chic rec.uirec at similn: locati:ns en'

! .

! its systc= cnd (i~v) in no case chall NO-Chic, unless iti

.

etherwise ciccts with the c=n=cnt of Chic Pcre: be required
,

> .

in catabliching any point of delivery to prcvide Eny i

:
.

.

e .

. .

'
,+ .n - . - ~ . , . - , . - - - - - - - - - . - - , - - - - ,-,, , - ,



- - . _ _ _

1

. ,

-
,

a
t

j cdnit : . n:., to '.':e tulh Transmi::icn Facl.litic: of Ohio.

| Powrir c: to cn.. of the othe: facilitics of Chic Powcz,
|i

.

to any ni the f acil.itics of N*P-Chio, including the 'tc
,

!
.

ccost:.uetion er install:ition of any =ennecting spens c:'

y

! spans of conductors to the in=ilitics of 0::ville.
e

t .
.. .

! 3.02 Metering Points. Electri= power and
4

t. Anc:gy deliverca und :: this ?q s= ment shall be =casured
I

}

! by =ctering equip ===t at such points and voltages as =ny
'
; .

{ be ag ced upon by the parties.
*

!

| 3.04 Met $rine. The 'd-ing. devices of all =nters
.

i .

t
j having such devi=cs shall be maint*3 ed in '' e synchro .
.'t
j 'nism as =loccly cs p c=ti:2b12. The matars shM 7 he

.,4 .

) seclud , :nd the seals sha.. be b chen only when ths = stars

j

.'are to be tasted c adjusted. Fcr the pn=poca of che:hing'

i

! 'the =ccords of the metering equip =ent installed by any
4

I, pa f any other party mcy install chech metering equip =ent.
! .

; Metering ecaip=2nt se installed by one party on the prsmises
! -

i, of a.so ther e. n:tv. shall be owned and m*i ntained by the-
. .

J party installing su=h equip =ent. Upon tc:=inction cf this'

1

1

; Agrec==nt the pnety cuning cu=h =mtering craipment shall
j . .

j remove it f c= the prc= ices of the other party. Autheri:cd>

:

! representativec of the p : tic: .shall have access at all
.t-

.
4

: renbonabic hon = to the p cmisec where the meters.nre le=ntedi

-

.,

| nnd to the record: of t hc meter =cadings.
!

-
! .

! .

.

.

. .

4

- , , - - - - - - , , - - - - - , e, , - - - - - - . ,e-- , - - - , - - - - , - - - - - - - - - - - - - -
,
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l

.

.m
N. .

The metering equip:acnt chall3.04 Mete Tests. .

~

i i c.:necc nt Suit:bic int =: vale and itsbe ten t 0 1.,
$

'. 9 ct ration mainta ned in a:ccedence with3 inceurnt,y 9i i *t,
8

gec:1 p nct.ic' At the rcquest of any party, E cpecinl
.

test shall he. ade, but if lesc j:han ene percent inaccur-
,

the
acy is fct d, the requesting party shc11 pay fe: .

.

-

.

nepeccentatives cf the pc ties mcy be present attest,

all =c.utine c special tests and whencve: :ny Icedings
-

i

:

fer. purpcscs of setticesnt cre taken f cm maters ncif. having
,

-

. . .

an nuccactic recc:d. If any test cf =ctering craipment
-

1 the heccents
.

' discleces en inaccuracy exceeding one p'c: cent,t

-
.

of the pn= tics shc11 be adjuste'd fc the perics , net' c::-
. ..

cceding 30 dnys, th:t sueh inace: ncy is estim:ted to.

| ,
"

i h. ave e::isted.
Should any metering equip =ent fail to

|
pegister, the amcunts cf energy delivered shall be esti-

.

.(

,

mated f cm the bent avcilchle data.I

.

ARTIC~E 4-*

, .

: RECC.TS1

|
*

.

f ..
.

The pt tics chn11 heep cuch recc ds as[ 4.01 ,

mav be needed te afford c cles: hicterv. cf all t:cns-.
, The criginnis.cf all cuchf

actions'under thic Ag cc=cnt.
i

=ceccruc chall be cetnined by the party keeping rthe record::

and copice chall be delivered to che ether pcrty to thic '
.

.

.

Agrament upon requent.
.

4

, - - _- .. . - _ . - - - .
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i

.
-

;

I
.

. .

e
,e e 54 u....,I

BILLING AND PIC1.7.?T
-; r

.

otherwi=e agreed upen, the enlan-
J

5.01 Unics:
,
, =tandard peried fe' all s=ttle-b

I d = month s. tall be th: - - . - . . . .

As sc=n as peneticabic aft =ments ender thi: Age:c=ent.
the und of each billing pe: icd, the y : tics shc11 c useJ t'

i

showing the t:nnesetions during: to be prep::ed : stet ==en:
|

*

-

such parici in such detail as =sy be needsd for sett.le-
,

I

I .

.

ments undar this Agreement.,
-

'
.

All bills under this Ag ccment shalI be!

$ 5.02 ,

.

j rendered by the loth day of the month nc::t foll:rsing
.

.

1

the per' icd to which they cre cyplicable, or as seen
..

-

.

thereaf tc; as p nctict.ble, and rhall be due and payabic
.

cf that month == 10 invs cfter rs=aipt
.

1

) by the 15th dav.
Interest en unpaidA

of the bill, whichev== is later.
amounts shall necruc ct the th:n current pri=c rate peri

annum of First Mctionni City 3:nk, of New York City,i

i

plus 20 f =m the dcte due until the date paid.~

I

:
-

ARTICLE G
,

-
'

.

-

LIADILITY.4

.-
.

G.01 ra=h party nnall, es:ctipt n: othc wice. ,

I

nave harmicc: the ether party>

provinc0 in thin Art.icic G,i
'

-
.

I *
,

'

i
i *

I -

1
I .

!

|

_ . _ _ _ _. _ .- _ _ _ _ _ _ _ - . _ _ __ -_.
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4

:

; .n
.

.

3

1
,

. .
i I

fre..; :ny cnd all c.1..1== , lidility, and *cxpen:c crining
,

eut :. en i bodily injury, death, c= 1.n=nge to p cpsetyi

.

(ether tha. bodily inju=y, dedth, c= da:.cge to p:cperty y.
.

4

pec::i .ntcly caused by any such otha: par'y c: its ss vent:i

er empicytes) raculting f:cm the ope ntien by such inde -
. . .

4 .

) nifying pn=tj cf 3 ts cNn System and facilitics * (including
.

in the came of , ? ';n.ic the .au 11bia c.f any ?nt cn of .
.

,

. ,. .. ,- C h : c u.s, n , ,
w. . .n ,.ss...:. c o .w ,. w . , C 43,c) e . . . . s... ..

- ..A . .. . . . - .. ..r. .
<

1
i

| be cepensible for all cini=s of its c m e=pleyces, agent =,
.

.
4 .

and serv ants , an:". the e=pleyams , agents and servants of
;

.

; 4 . s 9. u- ^ - .. s , c ''. a - ' '.- . C.. .- v i ' ' , " .. d a -. -- . a..~w e ..}- .. ' sa -- ---.
. .

.

s .

; ec=pansction law c simila: law, and encapt that C::ville
. .

't

shall.be .veseensible fer all claims of its etc e=.=levsez r.

i

! agents and servcnts, und:: any wc:h=2n's ce=pensatien 1sw.

:

C s .4 .: , .. , E,.1.3
.. wi

t

1

6.02 Each pt ty will use samen21c diligenes
i

. . '

j in furnishing any tran =ierien c: clectmic service to

f the c'.5c pc:ty, c for its account un'dar this Ag:sament
.

1

I but the supo. lving =. c ty doc: no t .snaran. tee that the su=..=1v. .
.

1

| cf cicetric t cns=iscien er other electric sc:vics furnished
;

w i ' ' * c un .i.n '.a -- .. '... A. , c - ''.." . \ ' '....; *'o 'hc o'ha.. pn.'.ar ,.-- - --. . .,

. .

and f c,denc.v will be at all ti=c: constan t. Ter. c. erarv s
. ,

;-

.

5.intc::u.ctions of service b.v cithn: cart 1 hercunder to the.

't

other pa:ty o-encioned by fire, trihu, .ca unity, accident =,

outage:, the =nhing a? cpairn, re p1..c .:::.:n tn , or changen
; -

.

!

-
- ---- . .- -_ , . _ _ _ _ _ _ . _ _ _ _



3 en of the cupplying pnety, br=chd* ns of
i ii 1.c r ; r. '. 3

to facD.ities of the supplying party or
e- unjuriu: .

: . 4.c= with which f acilities of the
upplying p :ty i

L::: .
c::nnneben, in the sole judgment of th= supplying ,r

: ,.

ty indiented in order to prevent or limit any in:ta---

di turb:n=c on the electric systa= cf thebility ::

supplying pn=ty, or any electric syste:m inter ==n'nacted *
which i: o==esi=ned by a=t* krith f.hs supplying party,* c:

nets of Gef, shr.11 not, in any' ei public authoritit=, c

of su=h events, constitute a brea=h cf the chligatic,n of* -

-

its ag c==c=t with the otherthe supplying pn=ty unds:, ~ .' .

' party, rid the supplying party chall net in any such case.

|
.' he liable to the oth5: party for dar. ges :sculting fr==

<

any such intarruption of servi =c.'

.

.

.

ARTICII 7
-

,

.

TEPJ1

7.01 Thi: Ag =cmant shall, ur. lass oth::wice;.

, . .

herete, be c:da =inens with the, .
.

mg cad, by the pt tic:
..

1db-Chio?cuarAg=cment.'

,

ARTICLE S .

-
.

REGU1J. Tony AUT!!ORITIES
.

-

,
.

8.01 The pn= tic: hereto recogniac that thi:'

nna any tariff or nte schedule which ch:11
Agreerann t ,

1

*

.

._, __ _ - - , , , _ _ . _ . - _ , , _ . , . . _ _ _ _ _ . _ . _ _ . . _ _ - - - - . .



.

l
.

I
,

c= body c ( Sc::cdc this Agrec= cat, are in cc tai.n renn. ect=.
m ...

subject: to t.nc jurindiction of the Fed n1 Pou Cc==i=nion
;

! und:r h= Federal Pcus: Act, and are aime subject to :n=h

in ful acticn an any ==gul:tery o,utherity having juris-
di=t1en =h111 herca'ft== t&.= with ==spect th::cto. ' The ~!.

s
t *

perfc:=ance of any cblig tien cf eith== parsy ha==to shall4
..

'

he subject te the roccipt f:c= ti. a to '4 7 cs ==quir:0'

of such authori:ntiens .cpprovals c: ceticas of* c>ulater.v.

o

a theritics huving jurirdi=td en as shall be ==quir:d by
.

)
-

:

! *

Inw. .

I 8.02 Ecch'of the partic: ha:ete ag === to p y
1

t ths other party hereto for alcetri: servics is ac==' d-
- . ,

1

anc= with the p:cri icn cf thi igres=Lnt, c: any applienblel
a

a
;

i supersoding tariff c rate schadule (=) ac==pted der filing

i

by such ==gulatery agency c agencies as shall hava ju=is-t
.

4 diction in the p == ires, and any cyplienh1c sups:seding

! tariff c : te schedule (s) is incern. orated hersin be4
i

4

==forenc: thcrs te , and servic unds: this Ag:ce=cnt, c:'
,

;

any such cpplic:ble sups:seding tariff c: :sts sch=dula (s)
.

shall be suiject to cil cf the p cvisions of thi: Ag::c=2:it.

4

cs the sam: ==y he chang =d c: ==dified by any such =up: -
i
i

i soding t: riff c: : t= s chedulc (=) . It is c.xpras:1y under-

stood that any party her tc shall be entitled, at any ti==
. ,

sad f:cm 'ti=s to ti==, to mah: applicatien f==, tr 'to trJ:c ;I

:,

:
.

e

1
-

!
_ _ _ . , ___ , _ _ _ _ . . . _ _ _ _ , . . , _ ._ , _ . _ _ __ __



._

, .

..

.

et.hcr acticin, to sub:ait i=r filing to any regulat=ry
,

jurisdiction in the p c=':c: any tariff c nte n=hedule (::)

designed Uo' nuper==da , in w$cle or in p=t, any pre.-ici== ,

| :'
!

of this Agracment, or of cr.y superseding tariff c rate

i
s=h=dule (s) , applienble to any cic=tric servies furnished1

I

by N T-Chio , c: uny cic=tri= service furnished by Crrville,
1

under this A7 :ement to tb.s oth: pt:ty to this pyrec==nt.
't

%
.

.

8 '

ARIICI 9,

am.w-. ~ .
.

-. n ...

,' 9.01 Any waiver at n=y tims' of any rights es

t= cny defcult c: cther matt == aris'ing hereunder shall .

.

:ict be da c=rd a univc as to any cubr=quent defsnit or ,*

t

Any delay, short of the s mtut=.,1 period of
-

,

i matter. .

limitction, in amscrting c: anf= cing a=y right hersunder
shc11 not be des =cd a wciver of such right.

-

| 9.02 Ncither party shall be liable f : the

|
f a.ilure of the ot! .:: pt ty to ps:fe== its cbligstic=s*

1

hercunder.
,

It is understo=d and' ag:c=d by the p: tics..
9.03

he.rcto t. hat if any one or m=re previsions contained herein
.

a

chn11 be finally dete:. mined by any court of ==mpetent-

1

be invclid under., anyf

juri=di= tion to centravene, c: ,

*

applienble p:=vicion of Inu, such cont nvention er'

j

i
i

I *
'

e

; *

.

e

.

_ - . -. - _, ,- . _

. _-_ _ - -



._

. o ,
-

.

.

h. ! id *.ty = hall net invalidst: thi: Ag c==en t , but
* u: u: tent shall be cen: trued as if net containing:

t.h . ; .

s.:. I p. a jision c: 7:=vi icns and th= rights and oblign- ,,,
,

*

i
ti . :. t.d the partic.- :. hall be construed and enforcedi

- .

nccordi. gly; p cvided, hcwever, that no obligation otheri.

.
.

: tha. . ... s : herein p cvid d (ex=cpt f== changes in ::tes4
.

. . . e ,.._ w . . ,.i.y ., 4 ... :. e .,. _.a e_. g_.o ,. e ._ u. v. . n. . #.w , w .,

4, __ cw ..._,.,,s,. . a.. _ -
......:,...

.
__

.
-

.- c 1, sucS-.. .,v_4-.w .
.. c g e c .. c_ ee.

,.,. . 4 : .4 ._._s.._ s. _,. . .., ...
. .. . -

,

! si=n c: e.rovis'icas shall c nstitute a =.crt of any effec-
.

._4ve ._.. s 3.1c ,,c, ,_ .n_ s ,a c ..a._4 _4. s .w. ,_e,u... c.._,

a.. . . . . .
_s . . . _ .

..,

file with any regulate y agency having jurisdictien':: h
,

! ,
-

1

n.:=visi:n c p cvisi=ns shall =c=:in in full force and<

.

e_, _, n __. (_4 ) u ._' c.s s w~ ~.d c:.'_8 _' ..te' __"_i sd "v, v '. ' .e. _" _# .. a.' c . ' ' -.
-.

,- .
.

c' such =cguint= y ngency c: (ii) unless and until such.

;

!

p cvimien c ::cvisi ns in such :ste schedule 1 c t2:==
.

an ec ,=._4 c , s 'S e.- ..., _" , s'.. a' '. % e .d. .i .s" '_ ' v d a. '. . _ .-_: . . ' '_ v_ - .v1 -_
.a> _.

... .- . . .

he in-c=c:t of c mpetent jurisdicti n to cent:cvenc, c:
n thuvalid under, any applicchie p visicas of law.1

.

event that an oc=csien shall crise requiring that this

Agre= ment he construed c i" not containing a particular
.

aforescid c.d'the effcet the cefi
p cvision c p cvinienc c

~

shall be: to impose en any party an cbligntion cther than
.~ i.

these herein p:cvided (enecpt for changen in ::tes c:
-

..

chargea), the pn=tien will negot.inte in goed f aith to
.-

|
_ _-_ - .-- - _

- _

- - __ . - -. . _ _ _ _ -
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p r, .. . . ; t- ., :uP t 2 t.:tc for nu=h provision c provisuen=,
..;

. :;i..:h r.ub::ti tut <: shn11 be binding on either psetyna-

tud enprencly Ln c writt=n docum=nt. ex==uted.

uniens...

de.1IveEcd by such of the p : tics to this Agrecm:nt .,

i una

und fili.:J.vith sand u. cytcd f= filing by su=h r=,gul:t==yi

.

'

authnrities cs sh::11 hr.va -}urisdi=ti:n. .

'

s.giaer. cat shall bc==== cffc=tive on
9.04 This~ .

thh date en which t.hc !
-t =f the "c11: wing events shall.

have o==urred: .

I (n) This Agree aent shall have been filad1

.
;

| with, and a==epted fc filing without ==nditi=n
1 Cw.._.icsi=n under the Fede'ici ,i

| by, the ?cdsral Powc:
:

?::n.'er A=t as a :nte schedule under cir===stc===s
,

| . ,,

i where (x) the Federal Power C iccica shall not, ~

.
.

.

have suspended this Agreement er any part there=f,
a

!

I

4

(y) the ?cderal Power C===ission shall have
:
,

i and
4

issued an o=d:: under the Federal ?cwer A=t that
:

, iJ

be==meall p= ti=nc of thi,s Ag ce==nt she''
i

aff ective c.s n rate schedule under the Federal ?cwer 1

1

i Act en a dnt: not later then ninety dcy: subsc::uent'

|

to the issunn=c of such c dcr;'

;

(b) The c=piration of a peried which shall
. .

I be cgual to the longn: of (i) the perind between-
,

the date of the insunn== of the order of th:
i

,,
-

.

'
.

.

.

U
.

|. .

.

i
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?c6c:n1 ?cus: C :..~.icnion :c!c::cd to in c1:ure
(a) abov: und a data sixtv. dcvs after cu=h date,.

cnd ['ii) the pcried between the date of the iscu- .h
i ance of such c dc: and the date specified in such

.

c dar pursuant to clause (a) (y) the r= ;
.

| (c) If the c de: cf the Feder$1 Pcwc: ..

Cn cission :sfc::cd to in clause (c) shc11 have ,

,

f

a

been catered in a p == ceding under ths Fede:21 '

: Power Act i:1 which any party c: parties in
nddition to 7dG-Chic and 0 :ville .=artici=cted,4

.
, e*

,

lsuch c:dc: shall have be===c f.inci and not.sub. ..

! -j ect to :sview, .hv. dircet 6.:cceedine.s c: cther-
,

wise,undertheFedcralPcwerh:t;! . and
4

j (d) If p:cceeding: to revisu the c dar
i

refcered to in clause (n) above shall hcve been;

1

initiated b.x' anv :n tv. o an c:de: cf c c=urt of.

.

1

: c==petent jurisdiction affi:=in: such c dcr in
.

. ..
,

all =cspects shall have be===a final end not .
-

,

sub ect to further review.j .

Each party herste will use its bc t effert: tc take c:
_

cause to be taken all action =cquisite to the end that

the fc cgeing event ch:11 cccur and thi Ag: cement shall
5 .

! bec =c effective as } vided in this Section 0.05 at .{.

:-

,

the narlic::t p n= tic; datc. *
.

'

.

.

e

.

e -r , - - - - - - . . -- r - = ~ . . - - . - . . _ _ _ .
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f

r.hn11
9,05 A31 notices under this A;r enen:

for when it i.". intended in c:re
,

he given to the party
case o f AMP-Ohio ,

c f AMP-Ohio's ,.:ne ral o f fi ce , in :h:a .,
~

ar.d in enre of OrrviU c's general ef fice , in the case of,

'

such c:her =ddress :.s such party sh:13
'

i

i Orrville, or c.:
.

ther=:nfer: hav: designated to the other.
,

The validity and me:ning of this Agree-.

D 06

shall be gove rned by the Inus of the S:nte of Ohio.
...

ment-

,

.

ARTICLE 1.0 .

.
-

ASSI CD04ENT
.

-
.

.

10.01 This A;recrent shall inur to the benefi:W

of and be binding upon the sue:ctsers and assigns of the'
shn13 not be assigned by AiIP-Ohic

parties. This Agreement
'

of the c:he .-

er by Orrville without the written censent,

.

*
4

q

.

i

!

.

.

i
-

e

|
*

|
:. -

.
.

. .

.

. e
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_A_I NDIX NO. 3

~

i
l

', Summary of Characteristics of Poston Unit No. 5
and Poston Unit No. 6

e ,-

,

1. General ,

Poston Units No. 5 and No. 6 will be located at
the existing E. M. Poston Generating Station of CSCE in

York Township, Athens County, Ohio, approximately 5 miles
,

: narthwest of Athens and one mile south of the Eocking River

on Hamley Run. At the E. M. Poston Generating Station CSOE
,

{ is presently operating four generating units; Units 1 and 2
!

l having a nominal ra.ihg of 40 MW each and Units and 4
i

i having a nominal rating of 60 MW each.
i

j In general, the design characteristics of the
!

j proposed Units No. 5 and No. 6, with a nominal net rating
i
: of 400 MW each, will be similar to those of the Conesville
i

! Units No. 5 and No. 6 of CSOE, with certain modifications'

I

{ related to considerations of the specific site conditions

i and fuel requirements,
i

Che information berein provided is intended to-

i
describe the conceptual design of the proposed Units No.

,

5 and No. 6, subject to modifications as required in the-

course of detailed design.
.

2. Steam Generator *

,

The Combustion Engineering steam generaters will, i

*
in each case, have a single furnace firing pulverized coal

'

I.

.



_ - -

-

2,

.,m

.

designed to burn a wide range of c=als, particularly Eastern
and Chic high sulphur coal. The units' are designed fc

: -

! cperat.cn at suberitical steam pressures with rated super- ' {'
heater cutlet conditions of 2,500 psig at 1000*F. with

:

j s ingl.e.. :.she at. . 4,c, _1,0 0_5 ? F . The steam generator in each case4

.

is to be rated at 2,855,000 lbs/ hour and designed for vari .

| ahle ;; essure operation, rapid daily start-up fc11cwing over-
L -

| night shut-dewn, and balanced draf t furnace operations.
-

!

i In addition, each unit is specified to be capable '
i

| cf generating steam for a continucu.t period cf twenty-fcur
(24) hours at a rate of 3,160,000 lbs /hou at a projected

.

I

| pressure of 2,620 psig and 1005*F. raperheater cutlet and.

! 1005'F. reheater cut.*.et.

l
.

i 3. Pulverizers
f

!
~ Each unit will utill:e 5 CI-Raymond 943-RP pul-

1

| verizers, each having a rated capacity of 53.4 tens per
t'

i hour, based on coal having a grindaisility i.,dex of 50, and

I a total meisture centent of 11.03%. >

,

'

4. Sciler Feed Pume .

The boiler feed pump will in each case be a

single, full-si:ed, turbine-driven pu=p rated at 7,560
G7M and 15,508 SEP as 5850 RPM with a discharge p.ressure

f

of 2982 psig. The primary steam scurce fer the empdens- ;
i

ing drive turbine is the L7 turbine exhaw;t.' the secondary :

1

1
1

.

_ _ _ _ . , , - - -- - - _
-- m -~ , - - - " m &
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steam source is the main steam line. Start-up and shut-

down is effected with a single, motor driven pump rated
.

I ,
*at 800 GPM and 775 BHP at 3600 RPM with a discharge pres-

|
sure of 1310 psig.

!

5. Auxiliarv steam susciv
1

start-up steam will be supplied by an oil-fired
|

. ,

i auxiliary boiler rated at 75,000 lbs/ hour, with cross-tie4

piping installed between the unit's auxiliary steam sy a
.

for flexibility purposes. The auxiliary boiler will not be

required for start-up of either unit if the other unit is
operating.

) 6. Turbine Generator
;

Each General Electric main unit turbine will be

|
a tandem-compound, 3600 RPM, two flow machine with single *

flow EP and IP sections and a double flow LP section. The
]
j generator for each' unit will be rated at 504 MVA at 0.90
j

P.F. and 45 psig H2 pressure while operating at 3600 RPM

] with output voltage of 22 KV. The gross generator output

is specified at 416,421 KW with a gross turbine heat rate.

| of 8160 STC/KW hr, while operating at the rated boiler con-

ditions. Gross capability while operating at 3,160,000j -

lbs/hou'.: main steam flow is specified at 453,499 KR with

a gross turbine heat rate of 8159 BTU /KW hr. e i
,

:

.

, _ - .. , ,-, . - - . _ . _ . _ _ _ , _ , _ _
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.| The thernal cycle includes seven sesges of feed-
*

water heating, dual turbine driven I.D. fans and a single
i t w

turbin4 driven boiler feed pcmp for each unit. Each turb:.ne 'i

| generator unit has been designed for daily start-up fc11cw-

ing overnight shut-down and variable pressure cperation, as
,

.

i is the balance of plant equipment. .

I

! 7. Generator Stee-Un Transfor=ers
~

'

The main unit step-up transformers as they are new

j planned will be rated at 22/138 K7, 490 MVA FCA and 22/345
1

| K7, 490 M7A POA, respectively.
:

i
1

) 8. Coal Handline
]
; Provisions will be made to receive and stock r'411
,

i coal via retary dumping at 3500 T?E and truck c=al via four

. dump hoppers at 1200 !?E or truck coal only at 2400 TPH. A
!.

fully enciesed reclaim f cm the ecm.m:n station ecal pile
!

will include dual 500 T?E systems to a ecmmon transfer

bepper with individual outlets to Units 1, 2, 3 and 4 (300 i

i TPE ) .- Unit 5 (900 TPE) and Unit 6 (900 T?E).
!

| 9. Water Surelv
i

4
, Water requirements for the expanded plant will

require a major expansica of the existing well fie,1d along
'

the Eceking River. This expansion will include additien
> . ;-

of seven hori: ental ecliecter wells with a nominal total ;

:
f

I

e

,, - , ,.
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: capacity of 25,000 GPM. With the existing 3,000 GPM, the

total system capacity will be increased to 28,000 GPM.
*

In addition, a new distribution system will be installedI ,

I between wells, from the wells to the plant and on to a new
i

i storage reservoir with 3480 million gallon drawdown capacity.
i

10. Environmental Controls .

| Environmental controls will be installed as needed
;

to comply with applicable air and water quality regulations.
'

Major facilities include in each case (1) an electrostatic-

precipitator with design efficiency of 99.654; on-site

! bottom-ash, flyash and scrubber sludge landfill; (2) a round
;

mechanical draft cooling tower, approximately 60 feet high
i

;

and 260 feet in diameter; (3) a tall (approximately 600 feet)
.

acid resistant brick and mortar-lined stack to disperse
e,

,f gaseous and particulate emissions and minimize ground level
t

i
concentrations of polutants; (4) wastewater tre.atment and

1

: reclaim facilities; (5) air and water monitoring systems;
,

f (6) water supply well field'and storage reservoir; and
1

| (7) wet 50 scrubbers.2
) |

11. Cost Istimate |
;

As a result of CsoE's financial restrictions and;
1

projections of lower demand in future years, construction I
..i

|
on generating units, other than the proposed Zimner nuclear .

~
.

l unit, was slowed down or postponed. Poston Units No. 5 and ,

:

* .
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i
No. 6, originally planned fc c=mpletien in 1983 and 1985,

,

respectively, are new tentatively scheduled to go en line1

.| t,

,
...

in 1987 and 1990, respectively. No estimate as ed May 1,.

J

1979 of the total cost of constructie cf Units No. 5 andi

i
No. 6, based en in-service dates of 1987 and 1990, re-*

i spectively, is available. C3CE's mest recent ec's t e stimat e ,-

hcwever, based en the assumptien tha: Onit Nc. 5 we :1d -be
'

and Unit Nc.,

placed in ecmmercial operation in May 1986,I

|
6 in May 1987, is that the total ecst of Units No. 5 and

:

I No. 6 will aggregate app =czimately 3830 millien, which
1

amcune includes es'ti=ated direct ecs:s, indirect c=sts,
>

;

CSCE's allowances fc: funds used during constructien, and*

.

overheads. Of this total cf $880 millien, the estimaced
4 ccst of c=nstructicn of Unit Nc. 5, prepared en the basis

tha expenditures which a:n c=m=cn to and which are to be
,

2

! used in the operatien of the pecject as a whcle shculd be
: included in electric plant in servics upon the ce==letica

and tadiness fc service cf the first unit, a= cunts to'

i. app;cxi=ately 5533 nillien.'

'
1 .

f .

e

: .

. .

*'
.

.

.

i
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At 2ndix No. 4
4

.

'
| AMERICAN MUNICIPAL POWER-OHIO, INC.

i File No. 70-4596
2 Administ:stive Proceedine No. 3-1479

i

FINANCIAL PLAN FOR THE ACQUISITION
OF THE INITIAL GENERATING FACILITIES3

} OF AMPO
! -

.
,

J The Securities and Exchange Commission (SEC) in-

1 dicated in its Opinion (HCAR No. 23633), issued July 21,

| 1978 in the above administrative proceeding, that it was

! orepared to issue an ceder approving the application by
I

] American Electric Power Company, Inc. (AIP) to acquire
|

common shares of Columbus and Southern Oh.o Electric Company

(CSOE) provided that it received, among other things, assur--

) ances that a so-called "muni-Suckeye" arrangement would be
,

1

evolved and a financial plan explaining how the Ohio muni-,
4

cipal electric systems proposed to pay for the generating

i equipment which would be installed and operated for their

i benefit and also received sufficient reason to enable it to
;

| believe that the requisite funds would be forthcoming.-

i AMPO
_

American Municipal Power-Chio, Inc. (AMPO) is a

'

corporation not-for-p cfit organized and existing under the ,

r

laws of the State of Ohio to own and operate f acilities for :

1

.

- -..- - . - - - - - --- _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _.
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the generation, transmission and distribution of electric
'

power and energy, and to furnish technica1 services, su=h
'

f acilitiss to be owned and operated, and such services fur- '

i
nished, by AMPO on a cooperative non pro *it basis for the '

mutual benefit of its patrons, such patrons being and to be
'

municipal electric systems owned and operated by. municipal

; corgnvations of the State of Ohio.

! Interconnection Aereement
,

; AMPO is a party to and has participated in the above

! proceeding involving the proposed acquisition of common

| shares of CSOE by AIP. AMPO joined with AEP, the City of

Orrville, Ohio (Orrville) and the Ohio Municipal Electric
:

! Associatien (OMEA) in submitting on August 8, 1972 to SEC an
'

offer of settlement requesting SEC to authorize AIP to

acquire common shares of CSOE subject to certain special,

conditions which it was proposed in the settlement offer
i

j wocid be included in SEC's order autherizing the proposed
acquisition. Since that date, AMPO and Ohio Power Company

(OPCO), a subsidiary of AEP, which is an electric light

: . company under Ohio law, entered into an interconnection
4

' agreement in 1974 the terms of which contemplate that OPCO
- may render transmission service to AMPO and may render emer-

I gancy service, short-term service, ILmited term service and

other types of electric service to AMPO for the benefit of ,

.

I

e

e #
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l
.

j municipal eleettie systems in Chio which are members of AMPO
4

j and that AMPO may render emergency service, short-term ser-
<

I vice, himited term service and other types of service to i
.

: -

OPCC, the purpose of such interconnection agreement being to
4

enable AMPC to achieve, for the benefit of the municipal

| electric systems in Ohio which are frca time to time members .

| of AMPO, benefits derived fr=m eeenomies of scale, and a
,

; < -

coordination of programs and operations. Electric' service -

j has, during the intervening period, been supplied by OPCO to

: AMPO and AMPC has in turn sold power and energy at wholesale

{ to the municipal electric system of Orrville.

!
1

! Coordination Acreement.

i

} AIP, CSOE, OPCO and AMPO have, since SIC issued
!

j its Opinien in July 1978, engaged in extensive negotiations
.

resulting in the execution and delivery of a ecordination

j agreement, dated as of May 1, 1979, to which this financial
1

! plan is an appendix. The coordination agreement, which has
t

been executed by AMPO, CSOE, OPCO and AIP cente= plates that;

1 it, including this financial plan of AMPO, will be filed with

SEC and that AEP, AMPC, CSOE and OPCO will advise SEC that

i the filing is designed to provide SEC with reasonable assur-

ance that the municipal electric systems which are members

of AMPO will enjoy the economic benefits of a project of the*

'

type referred to by SEC in its Opinion and that the-parties i
I 2

:
I

t

. -- - , - - - - - - - -



,

:-

\
'

l
'

4
,

i to the coordination agreement eill (a) support the acquisi-
1

'

,

tion of common shares of CSOE by AIP and (b) support the

adoption of a constitutional amendment in Ohio and the ena=t-

ment of legislation by the L'egislature which will provide for
the creation of the Ohio Municipal wholesale Electri: Author-

~#*
ity (Authority!, a body cor.pora?e and politi: and a political

subdivision of the State of Ohio, as the successor to AMPo. .

The proposed constitutional amendment and legislation which

AEP, CSOE and CPCO have agreed to support are annexed to the

coordination agreement.

I Municipal Electric Systems in Ohio

The record in the SEC proceedings involving AIP
~

j and CSOE indicates that, as of the time the record informa-
:

1 tion was developed, more than 90 munietpalities operated

electric systems in Ohio and that less than 20 at that time

generated all the electricity they needed, 9 generated part
i

i

1

of their needs and bought the rest, and 66 distributed pcrar -

purchased from other electric systems in the State. The
..

record also indicates that the municipal systems owned about

300 miles of transmission lines and approximately 4,000
,

miles of distribution lines. It was estimated in the
,

proceeding that the aggregate of the generating capacity
*
. *

owned and operated by all munivirsi distribution systems in .

Chio amounted to about 622,000 kilowatts and that the

.

_ _ _ _ _ _ _ . _ _ _ _ _ _ _ __
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1 i

I

! non-ccincident peak demands of the municipal else :ic b
| * '

i distribution systems in Chic aggregated about 1,000,000
'

kilcwatts.

More recent information, develeped in 1978 and
'

1979 which is in the p;ccess of being amplified / indicates
4

that, under more recant conditiens, scre than 80 of the'

4 .

municipal electric systems were members of CMIA and mers than

40 members of AMPC and that al=cs: all of the municipal sys-
!

tems purchased scwer, either en a total c partial require-

ments basis, f cm invester-owned electric utilities in the
;

4

State, under canditiens where the respective service c=n-
:

!

i
tracts could be terminated in mest cases upon relatively

|

; short notice, typically one c two year not.f ce requirements.
'

.

AM?O's Cetiens
.

The cocedination agreement among AF.70, C5CE, CPCO
,

and AI? contemplates that, if AI? acquires the requisite
number of ecmmen shares of CSCE, AM?C will be entitled under

the cec dination agreement to elect to purchase steam elec-'

.

tric generating facilities which CSCE is currently ccnstrue:-
4

ing in Athens County, Chic. Another eption afforded to AM?C

is an electicn to arrange, in eccperation with AI? and CPCO,
1

for the' location of a suitable site in Chic and the censtruc- .t- :
-.

tien of generating facilities of a capacity of not less than ._

600,000 kilowatts but not scre than 1,300,000 kilevatts te

-
- -. - . _ -
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have, if AMPO elects such option, the design characteristics
1 ,*

summarised in appendicer to the coordination agreement.

'

Estimated cost of racilities
i

| The generating units which CSOE is currently
: .

,
,

constructing are Poston Unit No. 5 schedu1*ed for commercial;

i n
j operation in 1987 and Poston Unit No. 6 scheduled for
1

| commercial operation in 1990, which commercial dates, it is
,

|
believed, could be accelerated if AMPC elects to purchase

the Units under the coordination agreement.
;

I Althe"qh no estimate as of May 1, 1979 of the

i
: total cost of construction of Poston Units No. 5 and No. 6,
j
,

: based on in-service dates of 1987 and 1990, respectively, is
!

available, CSOE's most recent cent estimate, based on the
3

assumption that such units would be financed, constructed
f

| and owned by CDCE and that Unit No. 5 would be placed in
.:

j commercial operation in May 1986 and Unit No. 6 in 1987, is

i "that the total costs of Units No. 5 and No. 6 will aggregate

y approximately 3880 million; and of such total of $880

million, the estimated cost of construction of Unit No. 5,~
i -

i prepared on the basis that expenditures which are ecmmon to
1

2
-

and which are to be used in the operation of the project as'

o .
;

1

a whole should be included in electric plant in-service upon
-:i

the completion and readiness for service of the first unit, :
;

! amounts to app;cximately $533 million.

,

;

!

_ _ _ __._.. ,_ _____ . - _ . _ , . . . _ . . _ _ . . _ _ _ _ _ _ _ _ _ _ . . _ , . _
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Although the coc dination agreement centemplates

that A PC will be entitled to elect,
;

-
as an alternative to

Poston Unit No. 5, c: Pcston Units No. 5 and No. 6, an

j arrangement contemplating the construction fc the account

of AMPC cf generating facilities of larger unit si=e, sines
i

such facilities would involve an extended siting and con-,

'
struction schedule and because no site has been yet identie

I fled as the pessible statica location, no estimate of the

: ccst of constructing ruch facilities has been prepared.
;

The cec dination agreement centemplates that, if,

1
i

ACP acquires common shares of CSCE, AMPC will cceplete the;

i

studies and analysis which are new under way of the power1
:

} requirenents of the Chic municipal systems and then decide

which of' the alternative ecurses it elects to pursue. AMPO

believes, however, based en the current projections which
i are available to it, that if the financing and other a::ange-
:

; ments are ecmpleted, it will pechably elect to purchase from

i CSCE either Poston Unit No. 5 c: Poston Units No. 5 and No.
6. CSCE had incurred accu =ulated c=sts of construction with*

: -

.

'

respect to these two units in the total amcunt of abcut 530
,

million as of March 31, 1979 and anticipates that, unlessy
'

the rate of construction is accelerated, about 53 million of
,

| additic'nal construction ecsts will be incurred for the
balance of 1979.

.

e

t
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!

Interim Power Supp1v i,

I

I '
; The coordination agreement tiso contemplates that, |

j during the period between the date on which AMPO acquires
!

the inicial generating f acilities to be constructed and the !
4

;

) initial date of commercial operation of such f acilities,
4

AMPO will be afforded'an opportunity under its interconnee-
*

; .

!
*

|
tion agreement with CPCO to purchase power, and the energy

*

i . related thereto, from OPCO in amounts estimated to be

; sufficient to meet the reasonably estimated load growth

| needs of AMPO members.-

|

: *

| Procesed Financine Arrancements
. .

]
It is anticipated that the Authority will issue

revenue bonds to pay the cost of its ownership interest in
.

4
the initial generating facilities, including capitali:stion

'

of interest during construction and the creation of such

reserves as may be established in the Authority's power

sales contracts with its members and in its bond resolution.

| The Authority would likely issue both serial and term bonds
I

Periodically to pay for its costs of acquisition and con-*

;

|- struction.
'

The terms of the financing arrangements contem-

plated by the joint agency technique generally involve take

i or pay contracts between the joint agency and the mhnicipal

corporations comprising its membership and the creation, to
|

.

| -

|
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h

! 'the extent feasible, of contractual arrangements between the
~

; joint agency and other purchasers of power from the joint
-

?

agency [which are designed to provide adequate security for {
:

the payment of the principal of and interest on its electric
4

i

| revenue bonds and to assure that interest on the electric
!

i revenue bonds will be exempt from Federal income taxation ,

i under existing laws and regulations. It is the plan so to
:
i

structure the contractual arrangements between the Authority-
,

' and i.ts municipal members, and other purchasers from the
-

:

Authority, in a manner designed to provide adequate security'

for the payment of the principal of and interest on its elee-

tric revenue bonds and to assure that interest on its elee-1 .

tric revenue bonds also will be exempt ,from Federal income

j taxation under existing laws and regulations.

I If the proposed legislation and constitutional

! amendment become law in the form attached, AMPO believes
&

1

that the new body of law in Ohio would resemble law in other

i states where municipal electric systems have created joint

i financing agencies and financed generation and transmission
i

i f acilities through the issuance of tax exempt electric
! -

; revenue bonds. (Laws with respect to joint entities dif-
!

i f ar in each of approximately 30 states which permit mun-

icipal joint ownership and financing of electric facilities;i

I

I '

; } ? e:
.

' :

I
-

.

(

.

- -
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!

I

]" there are limitations in the proposed legislation that
'

'
I rare not present in the laws of other states, and there are

limitations in the laws of other states which do not appear'

; ,

'

in the proposed legislation in Ohio. ) In general, the;

proposed legislation and constitutional amendment, if duly

) '

4 enacted, appear to provide an adequate framework for finane-
|
'

ing the initial generating facilities by the Authority.

) No assurance can be provided, however, concerning
*

:

1 *the ultf. mate feasibility of financing by the Authority of
f

the initial generating f acilities prior to creation of the
-

j - - Authority and completion of various contracts referred to in
i
: the coordination agreement. AMPO must assume that these
i

j contracts will be developed so that necessary assurances
I will be furnished by AMPC's and the Authority's consultants
- and counsel, including favorable conclusions by the Autho-
1
,

rity's consulting engineert that the proposed project is
i

expected to be reasonable and feasible.
;

;

i In addition, it should be noted that there presently ,

j exist several uncertainties which are usual for a proposed-

,

joint generating project at this stage of development. These<

uncertainties include the content af power sales contracts,

to be entered into between the Authority and its members;

actions by the Authority, its members, and various regula- ,

| tory bodies; actions by the boards of directers and trustees :

:

| cf other parties to the negotiations; future conditions in
,

S

$

.
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I

the utility industry generally and in the State of Chic; and
to-

|,
5

conditions in the tax exempt bcnd market.

cenelusien;
i

It is the belief of AMPC that its plan,will enable ."

' it to purchase and pay for the facilities which it elects to,

acquire. It is also AMPC's belief that since, under the
-"' s

cec dination agreement, it contemplates meeting the needs of

its municipal members for pcwer during the constructica

pericd thrcugh the purchase of powe e and energy f cm CPCC

and others, it will have no need of capital requirement to

j serve the incremental needs of its members for pcwer during-
.

the constructicn peried of its initial generating f acilities.
.

AMPC has concluded, based upon extended discussiens

it has had with the experts, including investment banking
,

fi=ms, it has selected and retained to assist in the develep-
'l

ment of the ecc:dinatien agreement and the financing of its

initial generating facilities, that the plan cutlined abcve
1

is reasonably designed to p;cvide AM?o en reasonable terms -
.

with the funds it will require.'

May 22, 1979'

.

t

f .

.'** .~
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APPINDIX NO. 5+

i

j Des =ristien =f 600-W Generatise Unit
i ,

.F' '

| 1. Generni

:= gn=eral, if it is desar '*ad t: ===s = ==t a

60.0 :W ge= ara-f g. d t, the c=it will d=pli= ate, t= the |.

1

vd- .ex=a=t f masible, the desig= fmat=as =f he card -=' I==
i '

1 I
.

U=it N=. 3. Su=h d=pli=atic= will ==t ==1y azz=a th:: ex=al- i

: 1

la=t perf===a==a dem==s :stad by "'s desig= but will also
,

I redu=e the a=c=t =f -ime re:; d ad f== pres =gineeri=g w==k

| a=d preparati== cf a=gineering a=d desig= fravi=gs. I= a" ' - !
i |

i < ti==, ===s.=.= i== cf he ==it will be schsta=~3=''y aid =3 |

1

i and savings i= i= stalled ==s:s of actip=ta=t sh==1d ha reali=ed.*

-
.

.

!

2. Stea= Generat==<

1

1 The staam gn=arat== will have a si=gle f..==sca
.

1
;

j firing pulvari=ed ==al. It sh=ulf be desig=ed t= b=== a
4

vide ta=ge =f c=als, i=:l"''"g b=th Easta== and Wes.a==

1:w-sulf = ==als . It wd'' he desig=ed f== cparati== at
i
.

i s=pe==ri=i=al steam press =es with supcheata= cutlet c==-
.

'

diti==s cf 3,850 csig at 1010*F, with si=gle rahaat t=
,
.

| 1000=F. The steam ge=arat==, rated at 4,570,000 lbs/h=u=,
1

-

I will be dasig=ed fc p=e s=i=ed fu==a=e operati==, ===-
;

ti="d'g AIP's 1==g experia==a 'si==a 1949) with ?. ds fea-'

| ,

ture. .

i

.

i

I

I
*

)
|
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,

-'
.

3. Pulve=1:ers 1

The unit will utili=a type MPS-89 pulverizars,4

! Pro-
ea=h having a semd-='- =apacity of 62 .==s per hec .

',
visi== cf 6 pulveri:ers is rec = ended t= iss= a full lead w

i
,

--

capability using the pocrast heat c== test c=als.
,

.

f
'

:
1

i .

4. Scilar Feed P m
The heller feed p=p will he .a single, full-si=ed,

'

.
t
'

:= hine-driven pu=p rated at 10,912 gp= and 31,500 SEP at * -
,

1

e pri-4 "

4350 r;= with a discharge pesss=s ed 4,774 psig.,

!

-* y stea= source
f== the c==densing drive t=h:.ne is the 31

| steam s===a is the EP t=-
:=bine exhaust; the sec ds vJ

=3

he supplied f == an a 9 'da=1
-

i
-

bine exhaust. Staa= can als4

b

4

bciler f== star -up and shut-d en periods.
,

mi.

<

5. A iliarv steam su==1v
,

f

J t= sts t-up the =it is =. _ --
4

1 The steam necessarv.
! rated at 300,0004 vided by as cil-fired auxiliary beile:1

| If additicnal 600-MN genera-3 g =its are i=-!

1hs/hc==.< .

;
stalled in the plant, c:=ss-tie piping es: he iss.alled

j stea= sv.sta=s t= i=p =ve =.1ss.:
he:veen the =its' auxiliarv

i

Also, .= c== serve cil, facilities ca
start-up reliability.

e

be p:=vided to per=it u=it star.-up withcut use of the aus-;

^

by utili:ing stan= f =m the E? turbi=e ed.aust.i

iliary bcile:j
; .

* f
.- .;of the operating unit.,

*;'

.h
.

.

.

.

i
I
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6. ~=? .se Gcnerat==.

The canda.m-=m=n=d , f == f1:w -* -'' e ===sists
..

=f a 3600 .p single flow EP :=hi=e, a single fimw IP :=-

Ihine and two d=uble-flow I.P t=hinas. ':'he ganarat== is rated
<

722 MVA at output voltage of 26 kV and sy==h===cus speed of
.

; .

; 3600 ; The ==t== is hyd:cge=-=ocied, the stat == water- ..

! :o= led. Stati: ex=itatic= is providad. -

4
.

.

4

: 7. Generat== Stee-uc *=ansf==:nars
,

-

! C=a *S en phase, oil-filled transf===ar rated at-

24.7/34b kV, 725 .m FCA is y==vidad.
3

-,

!
1

B. E=vi ==:nental C==t cis
*

| E=vir==:nc= 11 ===t==1s as =eaded to =c= ply with

appli=able air asi water qua.lity regr:lations v4 ' 7 he pro-1

,
1

|. vidad. Maj== fa=did ties i==1ude (1) ele ===ostati: prs =ipi-
1

| tat ==s with desig= efficie==y =f 99.7%, o=-sica b=tt==-ash
1
4

! disposal facilities and =ff-site d=y fly ash 1= "''' ; (2)
i

j a h:iperbeli: ===1i=g tower, app =ei-=caly 37 0 f aat high and
,

)

i 400 feat i= dia=etar at the ==1d water basi =; (3) a -=*'
1
,

i (app = -d m=taly 900 feet) sta=k to disperse gasacus and
i -

parti =nlate a=issi==s and ' ' ' =e gec=d-level ====e==a-
;

4
|

i ti==s of p=112:a=:st (4) waste water treat = ant facilitias;
1

1 (5; air and water m==it=ri=g systa=s. .

4

)

ssi==s will :n=st likaly req d e ,C==t==1 =f 50 am
2,

! the i=s-* ' ' ='' == =f flue gas desulf=i==ti== f a=ilities -

1

| (s= rubbers). A ==ber =f alta==ative pro = esses are being

.

9

- , , - - - , - , , - , , , - , - -- , , - - , , - , . - . - - - - - - - - . , , - --



|

1

:
I

-

:. .
I. ., -~

s:.disd, but a specifi= p ccess ca==== he rec. erdad at
|

None of the AI? Systa= generating " ':s, inthis timo.

~.~. ' e.- ~. ~ .~.s '.~. .~ .~ .~. .~. ha s s ~ ~ ~~ .' a ._' _' _' -'
'

sa.-~r'.~e. o~ c~- s..~ v,~ ...
.

I

ties installed.

!

.

e

I,

4
*

e

'

.

4

O

O

,

&

i .

i

I

'

|

.
O

4

|.

O

.

1

s

4

1

1

e*
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.

>

i
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APPI:O % no. 6

IDes =ri=ti=n =f 1300 .W Generatine C '-
|; o

1

|1. Gene =al f
1

1
'

| In ganaral, if it is deta ' mad t: ===si .=t a
.

.

| 1300.-W gana ating t=.it, tha ==it will duplica e, .= the
,

4 ,

=ard m a= test feasible, the desig= feat ==as =f he latest
t

1300 .W generati=g u=it tha: r4=- ===s_ru=ti== == he AI?i

.

: Systa=. Su=h duplicati== will n=t ==1y ass = e the ex=alle=t

! perf==. a.n=a da===strated by "d s desig but vill als= rad ==a-

i

the a====t =f time rap d ad f== p=eangisearing w==k a=d prep-
,

! arati== =f engisearing and desigs drawings. s m'''" *=,-

;

! ===st===_i== =f the unit will be s=bsta=tia.1.ly aidad and
i

savings in installed ==sts =f eq=ip=a=t sh=uld be reali=ad.
(

) The design feat ==as =f AI?'s l'300 .W ==al-fired
;

j generati=g "-d ts have been das=ribed and dis =ussed is ta=h-
i .
i

| =i=al papers presented := the industry. The design =f the
i

j p =p= sad 1300-W units =ay diffc= in ' m' detail 2:== that
-

!, described is the = apers be=ause =f site-se.a=ifi: rap-d e-
*

.
1

f

]
=ents == i. ,_=ve=ests sin =a in===p= ated by the aquipme=t !

! =anufa= ::ers wi'h A:P's ===snitati== and and= se=a=t.
,

| 2. S sam Generat==.
.

; -

. .

The stea= gacerat== will have a single furnace4
.

'

firing pulveri=ad = cal. It sh=uld be designed tre bu== a .

'

wide range =f =cals, in=1uding b=th Easta n and Westa n,

:
1

!
i

k

4

i
e

i

|

-
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,s

!

| 1:w-sulf = c=als. It will be designed f== cpe.' =i== at i,

.

=utle c==-
| super =riti=al staa= prassu=es with superheats:

i diti=ns of 3,345 psig at 1010*7, with si=gle =ahmat t=

[,'1000'F. The staa= ganarat==, rated at 9,775,000 lbs/h ::,.

will be desig=ad f== p sss=i=ad f== ace operati==, ===-

-d- d.g ,u?'s 1==g experiasca (sinca 1943) with this fea-.

-
,

:: n.
.

.- .

.

3. Pulveri=ars
.

&

f The '- 3 t will utili=a tfpe .9 5-39 pulverinars,
,

e ach having a ===isal capacity of 62 t==s per h==. ?: -4

|

visi== cf 14 pulveri=ars is rec =m E-4ed t= iss=a f-' ' 1=ad'

a

capability usi=g d e pec:sst heat c==ta=t c=als.
i
; -

4. 3cile: Teed P._ g'

4

The heiler feed pt=p will he a single, f 'l-si=ed,i

4

i t= hine-driven p% rated at 21,600 m and 63,000 3_=.' at'

;

4160 rp= wid a discht._:ge press =a cf 4,610 psig. The pri-
!
,

,
-

.

=a.rf stes= s==== f== the ===densi5g drive t= hine is de2

.

I _? = hine a:haust; the sec=ndary staa= s====a is the Z?

; turhina exhaust. Staa= can als= he supplied f == an a _-vd '-i -

1

1 iary h=iler f == s-'-t-up and shut-des pt: icd:s.'

i

5. Au::iliarv Stea= su==1v .

The staa.= secessa y t= start-up the chit is p =-
,

5
.

,

vidad by an c ' 'd ed auxiliary h=ile: rated at, 375,000 -

d-

:

1hs/h=ur. If additi=nal 1300-MN genera 'sg units are
.

I

, . . _ . _ ,... ,n. . . _ _ . . . - . _ . - __ _ _ --
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-
,

installt in .he plant, =ress-tie piping =a= h installed- ..

' between the units' aus:iliary steam sys ams to i=p cve pla=t

| start-up reliability. Also, to ===ss=ve oil, fa=ilities

=an be'provided . pe=it =it sta=t-up with=ut use =f the 9

i aur.iliary b=ile by utili=ing steam f == the D t.:= hine i
l

i

1

; e d a n s t , = f t h. e ._=.;. _s r a - 4 g u=.it.
. ___ _ . . . _ .

2

; 6. ?.:: hine Generat== -

J
1

i The ===ss-=c= pound,eight f1=w ma=hise has a D
:

; turhise shaft === sis isg of a 3600 rpm dadle-flow D tu=--

.

1

! hine and tw= dodle-flow Lp t_=hises. The 3600 _,m Inter-
i

l'

| mediate Pressure (D) t=hi=e shaft ===sists of the double-.

i

; flow reheat t=hi=n a:d tw= dc=h2.e-flow LP =hines. Ea=h
i

i generat== is rated 722 }.% at o=tput v=1tage =f 26 kV a=d
a

i sy==h=c==us speed =f 3600 rpm. The ==t=rs are hyd = gem-
1

I =o= led, _he stat ==s water-=ccled. Stati= ex=itati=s is 1

i -

i p =vided.
!
!

t

| 7. Generat== s=en-em t ansf==mers
4

i
a
; Three single phase, =il-filled t=ansf===ers with
!
'

an identi=al spare are p =vided. Ea=h t=ansf==mer is rated
.

at 24.6/765 kv, 500 kNA FCA.
,

,

,

I i

i i

8. Environmental Centrols '

; -

'

Envir==menta.1 cent cis as needed to =% y vi- th .1

applicable si- and water quality regula-i==s v4Il be p==- ji

:
vided. Maj== fa=ilities include (1) ele ==cstati: pre =ip-

T

e

i

1i .
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|
itat= s with fasign afficia=cy of 99.7%, ==-si bott==-

|

|
-

ash dispesal facilities and off-sita dry fly ash la=dfill;
4

a hyperh=11= c==11=g _=wer, ap===xi=ataly 500 fest high(2).

,

and 465 fans in fia== a: at the c=1d wa s: hasi=; (3) a tail tI' -

(app:=xi=a aly 1000 feet) stack t= disperse gasacus a=d par- |:
i

,'

ti= 14:e a=issi==s a=d 4 d=a g:===d-1sval c===a===ati==s
'I
f

cf pell::a=:s: (4) wasta vata t:sa =es: facill.ias; (5)4 -

n:: a=d wa=a: ==.s:::L=g sys e=s.
.

; .

'.

C=====1 cf so, a=issi==s will ==s likely =equirs
.

the i=s-='12 i== cf flue gas desulfuri=sti== facilities
L

A ===her cf altar =atiys p =casses a=e hei=g.

( s == .:.hhers ) .

studied, h:2 a s=.e=ifi: =.==c:sss cz===: he :s= e=ded at

j this i=a. Nc:a ef tha m Systa= ga=erating - 'ts, i=A
-

-
4

| sarv.ta c: ::::s= 1v. :=ds: c==st::= i== has st=h fa=ili-)

1

M OS gU .-
;

1 .

i
i e

,

h
4

*
e .

|

)

.

6;

*
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)
i
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.
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APPENDII NO. 7
(PARC I)

,

PROPOSE 3 M.JtINT TO CEIQ CONSTITOTION:
if

$

,

| Article VIII, Se= tion 14:
1 e

| It is hereby determi"ned to be a proper public purpose

for any corporation , organized as a corporation not-fc -p== fit

i under the laws of this State which is subsequently constituted
! -

a body corporate and politic, and a political subdivision, of
.

this State, by legislation duly enacted by the General Assem-

bly of this State, to finance, acquire, own by tenancy in com-
<

separately, lease and operate facilities (including| mon c
I .

1and and interests in land) for the generation, transfor=ation~

4

and transmission of electric power, and the energy related
4

; thereto (but not facilities for the distribution of electric;

!

| power and energy at retail), and to sell electri: power and
energy related thereto at wholesale to =unicipal corporations

i

{ to provide for present and prcjec-ud needs of' such m=nicipal ,

1

.

corporations for internal n::e and of the retail customers of i

| such municipal corporations and, with respect to electri:. ,

| power and ene gy which such political subdivisi=n reasonably
i determine::; cannot be economically and beneficially utilised!

-

!.
I to meet su=h needs, at wholesale to any other electric
; utilities, public or private (including without '.iiitation ;
1

.

e

O

|

|
__.___._______ _ _______ ___ _. _ _ , . . , _ _ _ _ _ _ . _ _ . . _ _ . . _ _ , _ . _ . . , . , _ . _ _ _ . _ . , _ _ _ . , . . . _ _ _ _ _ _ . . _ . , _ _ , _ _ . _ _
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|
1
,

*
e..

.
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2.

. .

<
.

. .

4;

i

|
elect:d c light companies and corporaticas not-for-profit

to
1 is the generatica, tra=smissica and sale of elec ic :

engage
:

!
power and energy withis the State of Chio), provided that

: such excess electric power and energy be first made avail-

able for a reasonable period for sale at wholesale to the4

-

!, leastelec3ric utilities operating in this 5:ste en terms a:.: -

-
;

i as favorable as shall be made available for sale to elec.ric

'

systems' outsida the State prior to any sale of any such
i
i

!

excess to electric systems without the State; p =vided,
i
,

however, that, notwithstanding the previsicas of Articlei *
;
,

! XVIII, Sectica 4 and sectica 5, no such political subdivi-
,.

sien shall be entitled to acquire by condemnation, or toI '

1 '

|
app cgriate thredgh the exercise of the pcwer of eminent

-

demain, either di:setly, or indirectly th:= ugh the initial
'

!
<.

| acquisitien by and subsequent transfer to such political
1

subdivision by ene c more municipal ec perations, any

p cperty belcnging to an electric light ec=pa:y exespt fer ,

i -

the sole purpose cf acquiring rights to pe:mit the c:cssing
.

i
'

|
over or under existing transmissica c distributien facill-

'

i
'

-

ties of such electric light company. Laws may be passed t=i
i

1

authori=e for such purpose (a) agreements by such a politi-}
'

cal subdivision with municipal ec:peratiens and other elec-
! tric u'tilities, public or private, for =anagements planning, |-!

!
-

. *

acquisitien, constructien, reconstructien, cperatien, main-
tenance, repair, extensien, imprevement c: doint cwnership

. .

.

4

.- - , . __--, . - . - , . - - - - - . - , . , . - - - - - - ~ . . - - _ - - _ _ _ _ - . - , . _ . . - - - _
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.
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.

of such electric power facilities or for the sale at whole ,
'

1 , .

i sale by such a political subdivisi=n of capacity, output or j

$
wholesale electric service from such facilities, on such

,

terms (consistent with this Article ViII, Section 14) as

shall be agreed upon, including without limitation agreements f-

i
i

i 5 by such a political subdivision with m=nicipal corporations |
,

for the sale of capacity or output of such facilities

; requiring payments by municipal corporations therefor frosi,

:

revenues of their municipal electric systems whether or not;

] such payments are conditioned cu the availability of such.

3 .

! capacity, output or service, and (b) the issuance by such,

! a political subdivision of bonds, unsecured or secured
4

I by pledges of such facilities or revenues derived by such
.

! political subdivision under such agreements with such
1

| municipal corporations and other public or private electric

utilities. Laws may also be passed to regulate the siting,

and the acquisition and disposition, of facilities by such a

political subdivision and the issuance of securities, the
,

s .

j maintenance of accounts, and the reporting of the results og.

i
]

operations by such a political subdivision and to permit or.

f

equire the payment of taxes, or payments in lieu of taxes,'

! -

j by such a political subdivision to governmental bodies of
1

i this and other states. Such laws, bonds, agreeme=ts, pay- ,

i

5 ments and sales shall not be subject to any other sections
*

i

! of Articlu VIII, to Article XII, section 6 or 11, or to
1

|
i
3

1
-

;

i

.
.y__ _ m,.,__,,____,_.-,.-..-_._..--_,y._,_..---e_.,..-,_---__,,_-y,-:,,_.,_--...-...--, . _ _ _ _ _ _ _ _ _ _ _ _ - - -.
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4

Article XVIII, Section 4 cr 6 cf the Constitutica, and any
to

such la|ws heretofore enacted are hereby validated; provided t

'

that although such a political subdivisica shall not be
subject to the provisions of Article XVIII, Section 6, ne
p cvision of this Article VIII, Sectica 14, or any such law, '
shall affact the chligatiens of municipal ec peratiens to

-

-
.

i

comply with the provisions of such A :icle XV::I, Section

| 6.

1 -

:

i.

1

i

i

! .

l
,

i

!
1 .

I
4

i

:
1

4

1 .

1

4 .

l

I- .
,

.

t.

.

.

!

.
9

g
.
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aIRV. Sw. . .wes-
.s

I GA'v"i PAA.1C PCTs2
i r

Unde: Agreeme:- dated as cf April 1, 1974

bewne:

! American Municipal Pcwer-Chic, '- .

I
-

7

I nd
2 s

Chi Pcwer C::pany
,

4

f

.
t

! SIL. CN 1 - CURACCN
i

1.1 "" 's service Schedule, a par of a= agreeme==4

dated as cf April 1,1974 (de Agreeme=:), bewee A=arica:

M" '=ipal Pcwor-Chic, * = . ( AMP-Chic) and Chic Pcwer C- . =_ y.
,

d

; (Chic Pcwer) shall bec=me affactive c:
..

; a=d shall c== d: e is effect u=-4'
I

i =less e herwise extended by ==:nal agreeman .4

i
.

r. ~s. w s ,.I D.-.1
~

sw .-,.N 2 m. . w- n. . me.,- - .

- n. . e r.v
.

4

I 2.1 A=p-Chic by givi=g Chi: Pcwer at leas- six

I me=ths' writtes =cti=a =ay reserve f =m Chic Power, f : periods
:

1

i cf se less than six c==secutive cale=da: ===ths wi-" ' de
i .

effective peri =d of this Service Schedule as set f:::h in|
-

i

| Sec.i== 1 above, electri= power (Gavi: Plas Pcwe ) is any
J

; .

amecats between 10,000 kilowatts and 200,000 ki1=wa:.s. Ea=h !
: )

I

i writtes reservatien Oc Chic Pcwer shall speciff the su=her of
~

i kilevatts, and de period for which it desires to sc reserve
1 .

f

! such pcwer asf .he desirad schedule of delivery of the pcwer
I
>

0

.

J

i

! |
-- - - - . . - . , - _ __ - _ _ .. _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ , _

. _. g
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.

! sc :sserved.

2.2 Curing de paried dat Gavi 7*. r.: Pcwer hu-

j heen :sserved, Chi: Pc es: each hcur, shall =pe: call, subject
'

}
;

*

, .
t= the ;;=visi==s cf m Agres=est,' deliver electri: ese gy ,

,

| (Gav_: Pla t Inergy) is a=cuses up t= a d isci2d d y .he

! su=her of hi1= watts des rese: red t: %G-Chic at de ::eliverf
1

Pci : c: Celivery Pcists, excep- whe su=h deliveries wculd<

,

'

{ is de judy =ent cf Chic ?cwer have t= he 12:s : sted c: -

..
,

I reduced := p sse:re the 1 :agrity ci, c := ;:sves c: ''d:
:
,

a y instability c its sys .a=.
. ,

,

; 3I0*:CN 3 - C::2GI:25AO ::N
4

j 3.1 Payse :s by A=p-Chic each ===-2 f:: de supply

i

| cf Gav_: Plas: ?cwer and Gav_: Plas Ire:gy shall he based
4

4

j upc= -la f=1l= wing ra_es :
;

i 3.11 De-=nd Charee re: each kilevat cf Gav-3
,
,1

:

i
' *-- -wer reserved by A=p-Chic during sud sc=-2

:

at de rata cf $6.00 per kilevart.
.

3.12 Ins ==-r charee ic: each kilewa:d=ur cf
1 .

;

i Gavi Plant Iser=.v. suy=. liad hv. Chi ?cwer duzice.
3

i. such sca-2 equal te the su= cf (1) 1.00 = ills and .

1 (2) the C=1: C=== cf fuel c=nsu=ed at Gavi Plast

during such ===:h, c if == fusi shall he c==su=ed
i
I

i at Gas . Pi r.: during such ===-2, den she Cait

: C=st cf fuel c==su=ed at Gavi: ?Ias: duri=g se .
* :- t

i '= ext p scad'ig = cath when fuel was se censn=ed, :

,

; exp sssed is = ills per ki1=wa--2=ur, culti;''ad "y
.

i 1.043 := adjus fe: 1:sses.

4

.. _- . __ , - - _ , . , , . , _ - _ - - - - , - .-- . . _ - _ . . , - . . . . _ . _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _



__ _

-.

l,

|

I

The U=i c=st =f fuel c==sumed at Gavi= Plas: is j
:

defi=ed as he ==s =f f a1 ===sumed d=i=g de === h a
.

Chi: Zie: i= c any's (a subaidiary cf Chi: P=wer) Ge: ara.1 i
'

-
c

1

Ja=as M. Gavis Pla =es: Galli =pelis , Chi = , reflec ed is

i Ac==u=: 151, as defined is -la N ' f==m Systa= cf Ac===.s

! p sscribed f== 5 -'' ' - Utilities and Li=ansees by .he Todaral
. e
i

! Z:a:Ty Regulat==7 C===issi==, as prevaill=g == April 1, 1979,
,

.

; divided by dm =et-ki1= watt-h==s gener.ned a: Gav : Plan:. ,

a

' d=isg such =c=.h..

h
: 3.2 ?ay= ants made by A=p-Chic ;= seas: .= this
.

!

Schedule shall w.w ise as a==== is d=11ars epa.1 == der;

1

i s= cf (a) .he a==== ;==vided f== by subsecti== 3.1 =f -H u
,

,
I

! Service S=hedule a d (b) an a===- is d=11ars s;ffi=ies: :=

:

re - urse Chic Pcwe= f== a=y a==u=:s paid c= payable by i:d '

|
;

| as sales, excise er s' d'ar taxas (cc a tha: taxas based ==
, e

; == =eas= ad by =e inc==e) 1: raspe== t: -ha .= .21 a====,

-

1

paid pursua= := -M s Sec i== a d := a:ahle Chic P= war, afta:'

1

p =,visi== f== such taxes = reali=a the =e= a- u== payable
;

! as p:=vided is subsecti== 3.1 aheve.
,

i SIC"' CN 4 - 5?IO AL PROW.5 CN
i

f Ea=h pa-.y := the Agreeme== rec =g= ices = hat

inflati==arv =ressures and c-karseme ad= isis ,.ative p =-4

'
- -

! .

1

| cad =es which are =equired under some cir:--=ta cas by

i statut==y p =visic: and/c ad d -is=ative : le may, =less .

'

i special precauti==s are taken, inhibit =he parties f == ef-
,

| f ec ' g istar=== ecti==s and ===-=acti==s whi=h =ight ==har-
1

wise be offacted pursuant t: =he p=cvisi==s of the Aq eementI

.. . - ._. -- - . - - _ - - . _ . - . - _ -
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|4

|

5

|
j and -lis Schedule. MG-Chic ac===diss1 r ae.rnes da: Chic.

~' e and f =m .ime = d e is de futu=er

Pcwer =a. v. at any ,
81 .

i g .

j

:Sce such actic: == der -le Ag:se=en:~i==i= ding Ar i=le 11
4 _= he is the bes?
- therecf-as Chic Pcwer shall === side:!

is.arests ef Chic ?cver, in=1= ding ae 1:= := file any .ariff'

rate schedule desig=ed .= supersede -lis Schedule. %G-
c:

,

Chi = al'sc apress hat, is -la eyes- ' = y su=h filing byI -

i

;
.

Chi: Pcwer , M.P-Chic harshy (i) vaives any :ng: ire =est cf
s

the f=== and c== m== =f filings c-le -4

! law wi e :sspec- t=

wise applicahle := such fi'' g, and (ii) waives any suspen-
j

s_ _a s.. ._.u s.. _e_ s e,a s - ., 2 : a_ _u. c .a_a sc.u.e,a._,,e na_ ..s..-a _ _'
.. . . .

i

: das c a day subsag:ss: .= the .===.csed effac.ive data dern-
cf and ag:ses das MG-Chic will =cu see'< a suspensi== is a=71

;

I such event of :::n tha: c a day schseg:esu := de p==pesed
; -

effective date dersef-all t: -la and da: cha=ges and :cdi-1

i

f
ficatic:s ad ''s Scheduie appti-=''= = service = he sup-,

t *

i clied hf Chi: Pcwer := AMP-Chic he affaccad wi-2 cut delav..
i

.

.

i
,

i

i
4

.

t -

!
1 s
4

e

t

f I
h.

j I
*

. ,-
1

! .

1

i
5

I
I
,

4
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g ~"3:X NO. 9 |-

'

SCIIOUII OF MIN MUM CA?AC:"T ?S.5IRVA--

T!ONS OF AMIRICAN CNIC!?AI ?OhTR-
| DECO, INC. IN POSTON UNIT NO. 5 OR

I POSTON CN!TS NO. 5 AND 6 e
,

Minimum capaci:y
Minim == capa=ity nas- Re se rvation, In-
ervation, Including cluding Generating

Y e ar o f Co n- Generating Capacity Capacity Reserve
nercial Opera- Reserve Obligation, Obligation, of Net

: tion of Poston of Net Capability of Capability of Poston
i Uni: No. 5 Poston Uni: No. 5' Units No. 5 and 6**

'

1st 254 254
<

| 2nd 31 31
.

i

3rd 37 31-

4th 43 37 -

| 5th 49 43
4

~

; 6th 55 49

7th 61 55

i Sth 67 61
,

.

! 9th 73 67*

1

10th 79 73
,

,

<
11th 85 79'

i 12th 91 SS-

.

13 th 100 92.5
:

14 th 100 95.5*

i 15th and 100 100

i . later years
.

Minimum AMPO Capacity Reservation of Net Capability of -*

,
Poston Unit No. 5 (AM?O's Initial Unit) if AM?O elects

| to purchase Poston Uni: No. 5 but not Poston Units No.
| 5 and 6.
!

** Mini ==m AMPO Capacity Reservation of Net Capability of
Poston Units No. 5 and 6 (AMPO s Initial Unit and Addi-

|
tional' Unit) if AMPO elects t. purchase Poston Units
No. 5 and 6.|

!

|
. .. __

|
. _._. . -- - .- - _. . ___ - _
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f %4tIX NO. 10

.

1

: PROCEDURE FOR ALLOCATION 3E*"rTEEN AMERICAN
i MUN"'CIPAL POWER-OE10, INC. (AMPO) AND
! l OHId POWER COMPANY (OPCO) OF AMPO'S COSTS t

APPLICABLE TO ITS INITIAL GENERATING'

FACILITIES INCLUDING PROC 9URE FOR DETER-
| MINING MON"HLY CEARGE BY J 'O TO OPCO FOR

CONTRACT EXCESS CAPACITY'

m

:

! It is the intention of AMPO, CEOE and OPCO that,

*
; if AMPO elects to purchase the f acilities currently under-

|
-

| construction as Poston Unit No. 5 (AMPC's Initial Unit),
;

it may also it tbv same time elect to purchase the otherj < .

;

j f acilities being constructed, as Poston Unit No. 6 (AMPO's
i

f Additional Unit), and if the transaction is consummated,

i construction of AMPO's Initial Unit and AMPO's Additional
1
' Unit, if any, will be continued and each of the Units will

be placed in commercial operation when compieted, and the

{ Initial Unit and the Additional Unit, if any, then will be
!

j operated as a single station (AMPO's Station) separate and
i

j apart from other generating faci!ities which CSOE has in-
;

f stalled and is operating, or may at a future date install
i

and operate, at the Poston Statiori.j -

1

) It will be necessary, in view of we foregoing,
! .

j for AMPO to maintain a separate set of accounts pursuant

i
~

to the Uniform System of Accounts (the Uniform System of

Accounts) prescribed by FERC (18 CTR, Part 101) tinder the'

Federal Power Act - which AMPO agrees to do - in Which !
t

I

i AMPO's costs and expenses applicable to its Initial

Generating Facilities will be recorded in order to permit

j

]
4

.. . . . . . . . . _ . . _ _ . . . . . . . _ . . . . . . _ . . _ _ - _.

- - , . . - - ,.,,.---s.-- --,,.,-.7., - - , - , , - ..r~,__ , -nw-_.__-__ ___ m__ _ _ _ . _ _ _ _ _ - -
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2

allocation between AMPO and OPCC, the a= cunts so allocated ,

I

to OPCC to p : vide the basis en which AMPC will charge and

bill CPCO en a monthly basis fc Contrac: Excess capacity,
,

.

and for the energy to which OPCC will be entitled under the -

Statien Agreement.
.

'

The p;ccedure for the reservatien ci capacity

by,or for the accLunt of AMPO (AMPO Capacity Reservation)
!

will result in the determination f cm time to ti=e of the
: capacity, including the capacity associated with AMPC's

[ generating capacity ' reserve obligation, for which AMPO
'

l will be financially respensible, which will be expressed
a

in te s Statica Agree =ent as a percentage cf the capacity,
f

i c: capability, of AMPC's Statien. Subtracting AMPC's^

!

| Capacity Reservaticn, at any time in questien, f cm 100t,

j representing the total capacity cf AMPC's Statien, will
leave, as the remainder, the percentage asscciated with

'

:
I the Contract Excess Capacity for which OPCO will be finan-

cially respcnsible to AMPO - AMPO and customers of AMPO ,

'

ether than OPCC, including AMPO Members, being and to be
,

h financially responsible for the AMPO Capacity Reservation.

! Althcugh AMPO, tnd customers cf AMPO cther than

OPCC, wi31 he responsible for charges and costs under'the
i

5 .- i
Station Agreement which are s;plicable to the AMPC Capac-

~

; :

ity Reservation, AMPO will, at any time in questien, be
entitled to schedule as its capacity entitlement for sale,

:

- m.. , , . - -- ,, -- - - -7 ,.-v, -,r--- .-w- - -
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geothermal energy and energy derived from waste, and (ii)

hydroelectric f acilities for the generation of electric ,.

power, which f acilities tha11 be licensed as a project un-
der Part I of the Federal Power Act or under any legisla-

tion enacted in substitution therefor to the extent re-
.

*.
quired thereunder, including water conduits, dams and

.

appurtenant works and structures, power houses and storagt.

reservoirs , or any interest (including an undivided inter-
1

.

est as a tenant-in-common or otherwise) in, or right to
: the capacity or ourput of, any such f acility or f acilities,1

'i but shall not include (a) any system or facilities for the
i distribution of electric power and energy at retail, (b)

.

any electric power f acilities, other than hydroelectric
f acilities, located outside the State of Ohio, or (c) any

.

hydroelectric facilities (and related transmission and
transformatien facilities operated for tne sole purpose of

connection with transmission f acilities located in the
State of onio) located outside the State of Ohio unless

:

located on or adjacent to the Ohio River.

(H) " Municipal corporation" means any munici-
.

pal corporation of this State which on January 1, 1979

- owned and operated under the laws of Ohio f acilities for

the generation, transmission or distribution of electric ,

i

r

power and enurgy in the State of Ohio.
:

Section 744.02. (A) The Corporation in con- |
i

| junction with any municipal corporation or municipal

. . . . . . . , _ . . ...... ,_ .
. . . . . . . -. . . . .
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cor;cratiens may create, by means of the Authority Agree-
I

ment, the Authority as the successer to the Ccrpcration.

The municipal ecepcration er municipal corporations initially
:

entering into the Authority Agreement creating the Authoritf.

i

| shall constitute the initial meshers of the Authority. The
-

t
', Authority Aq;eement shall be made in accced.nce with this '

,

I

Chapter and shall be app;cved by c dinance of the governing

bcdy of each municipal corporation which is a party to the,

; Authority Agreement and shall be exacuted on behalf of such

j municipal corperation by the official or officials of such
!
j municipal corpcration designated in such c dinance. No such

ordinance shall take effect until after thirty days f =m its
; p as sage. If within said thirty days a petitlen signed by ten
1

per centum of the electers of the m==icipal ec peration shall:

i

j be filed with the executive authcrity thereof demanding a
:

j referendes en such c dinance, i. shall net take effect until .
.

submitted to the electors and app;cved by a majority of these
j voting thereen. The submission of any such questien shall .be

j governed by all the previsions of Sectica 8 of Article X7 I:
i

of the Constitutien of the State of Chic as to the submissien
2

i

of the questien of checsing a charta= cc==issicn.
! -

i ; (3) Other municipal corporatiens, in additics to
. . r

} the municip.11 corporatien or municipal ec peraticas initially {
. s

;

creating the Authority, may subsequently becc=e parties to the

Authority Agreement and = embers of the Authority, upcn meet-

ing the conditiens for membership specified in the Authority
.

, . , - - - - - -. . - - . , - . . . ,- , . ..-....--.---- - , - - . * .-
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!

j Agreement, by esecuting a copy of the Authority Agreement,
. r

or an appropriate supplement thereto, and agreeing to be;

! bound by its terms. The Authority Agreement shall be ap- ,

l
'

.

proved by ordinance of the gove:ning body of each municipal

corporation subsequently becoming a party thereto and, a mem-;

; ber of the Authority and shall be executed on behalf of each
'

..

such municipal corporation by the official or officials of
;

: such municipal corporation designated in each such ordinance.
No such ordinance shall take effect until after thirty days

:

i
from its passage. If within said thirty days a petition

,

signed by ten per centum of the electors of the municipal.,

. corporation shall be filed with the executive authority
,

| thereof demanding a referendum on such ordinance, it shall;

!

! not take effect until submitted to ,the electors and approved

i by a majority of those voting thereon. The submission of
' any such question shall be governed by all the provisions of,

I
Section 8 of Article XVIII of the Constitution of the State -

;

! of Ohio as to the submission of the question.of choosing a
|

| charter comr'ssion.
, ,

., ,

Section 744.03. (A) The Authority Agreement

establishing the Authority as the successor to the Corpo-
'

ration shall specify:

(1) the name of each municipal corporadon

initially proposing to be a member of the Author-

ity and such other conditions, if any, in addition

|
;

, , , . , - - - . . . . , . , , . - - - - . . _ .,...,.,,,,.-..--n-, , --,-- - ___._._. -- . . . - - - - - - - - . -e..
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to those specified in this Chapter under which-

i |
,,,

'

| other municipal corporations may become . members;

(2) the piace where the initial principal
'

i

i office of the Authority is to be located;
,

<. .

j (3) that the Authority is being created

j in ec=pliance with the constitution in order -
,

;

i to assist its members in obtaining adequate, ,

1

i reliable and economical sources and supplies
i
; of electric power and energy to meet require-
,

j ments of their inhabitants and cust=mers;
,

:

; (4) the establishment and organi:stica of

I the heard of directors in which all authority
'

for the managemant of the aff airs of the Auther-
!

; icy is vested, including:

| (a) the number of directors, thei
'

manner of appoint =ent, ta==s of of fice,

2
*

1

; and compensation, if any, the p;ccedure-

<

for filling vacancies on the board, and

the names and addresses of not less t' anJ

| three natural persons who are to be mem-

'

! bers of the initial board;
,

! -
'

; (b) the officers of the Authority,
,

| 5 )-.

! the manner of their selection, and thei: :
:

'

duties;
'

,

;

I

i

I

{

*
- - ., - ._ -.-- ..-. -.- - --, - - . .- - . - _ . . . - . ~.-



__ .-.

1

.

7

.

(c) the quorum and voting require-
,

ments for action by the board, which may
,

include weighted voting determined in the
|

manner provided in the Authority Agreement; |
.

(d) provisions for an executive com-
;

| mittee cf the board of direr:tous, if any,'

which may administer the business of thei

board of directors during intervals be-
I

j tween the board unetings in accordance
4

with the board'.s rules, motions or reso-

lutions, including the composition of
i

j such executive ecmmittee which may be as

to afford, in the judgment of the board,
i

| fair representation of the member munici-

| pal corporations, the terms of office and
:

i compensation, if any, of such committee's
;

I members and the procedures for filling,

:

vacancies on the ecamittee;

I (5) the term of the Authority Agreement,
t .

! which may be continued for a definite term or
:

i until rescinded or terminated, and the method,
~

} if any, by which it may be rescinded or ter-

minated, provided that the Authority AgreemenE '

;

"

may not be rescinded or terminated so long as
,

i

; the Authority has bonds or other obligations
,

- 1

;

i

!

|

:

. , , . . _ . _ _ . - . . , _ - . . - - . _ _ _ . . . _ - . . . . _ _ . _ _ . _ _ . _ _ _ _ _ _ _ _ _ _ - _ _ _ _ . _ - . _ _ _ _
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t

outstanding unless provision for fall payment t. ,
i .

.

of such bonds or other obligations, by escrow4

! or otherwise, has been made under the to:ss of -

such bonds or other obligations;
,

.

| (6) the procedur3 by which the Authority
*

'

! Agreement may be amended;
i

{ '7) provisions for the termination of a
j

municipal corpora:1cn's membership in the Au-'

I .

1 thority, provided that all centractual obliga-
1

; tiens incurred by such municipal corporation

! while it was a member of the Authority shall
!

continue in full force and effect; and

( (8) any other previsions the parties cen-

sider appropriate relating to the organi:atien,

! purposes, powers, administratica er dissolutien

) of the Authority consistent with the Constitu-
.

| tien and this Chapter.
1

-

| (3 ) The Authority created pursuant to this Chapter
!

{ shall be a body corperate and politic and a political subdi-

| vision of the State separate frem the =unicipal corperatien
,

or municipal corperations which are parties to the Authority
i

*

j Agreement and members of the Authority. The Authority's'
! . ir

{ powers shall be censidered essential goveramental functions
|,

j of' this State and in the performance of such functions the
,

i. Authority shall be deemed to be serving a public purpose
4

4

9

. - , - ~ .%. -., . . . , . . _ . . - . . . - . - _ . . . _ _ - . _-
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i
! and exercising a part of the sovereign powers of the State,

' t

but the Authority shall not be immune from liability by'

reason thereof.

Section 744.04. (A) The Authority Agreement

initially mace pursuant to Section 744.03 of the Revised |

Code shall, pric; to its becoming a:!fective, as submitted.

;

to the Attorney General, who shall determine whether the

Authority Agreement is in proper form and compatible with

the Constitution and laws of this State. The Attorney

General shall approve the Authority Agreement initially

made pursuant to Section 744.03 of the Revised Code unless

it does not meet the conditions set forth in this Chapter,'

i in which event the Attorney General shall notify the Corpo-

ration and the governing bodies of the municipal corpora-
,

| tions executing the Authority Agreement regarding the
i

specific respects in which the proposed Authority Agreement!

fails to meet such conditions.
;

(B ) Before becoming effective, the Authority
,

Agreement, as approved by the Attorney Gene:9tl, shall be
.

filed with the Secretary of State. The Secretary of State
:

forthwith shall record the Authority Agreement and issue
.

and record a certificate of incorporation. The certificate
: '

shall state the fact and date of incorporation of tha Au-i

( thority. Upon the issuance of.the certificate of incorpo-

ration:

;

f
i

.., . ,.. ,-.. - ~ _ n . .. . ...:.........................=a.. .. .... .

- - - . . . . . _ _
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(1) the Authority Agreement shall become

effective;
:

(2) the existence of the Authority as a

body corporate and politic and a political sub-! '

divisien of the State shall begin;
.

(3) che separate existence of the Corpora-
?

j tion shall cease, except that, whenever a con-

.
veyance, assignment, transfer, deed er other

>

j instrument, or act, is necessary to vest prop-
ar y or rights in the, Authority, the officers

! .

| of the Corpcratien shall execute, acknewledge

| and deliver such instruments, and do such acts,
1 and for such purposes the existence of the

Corporation and the authcrity of its officers and
4

directors shall be deemed continued;
j (4) the Authority shall thereupon and<

.

thereaf ter pcssess all the rights, privileges,,

hamunities, powers, franchises and authority of .,

! the Corporation, and all properties of every
descriptien and every interest therein, and all,

1 .

: obligatiens of or belonging to or due to the

Co.rporatien shall thereaf ter be taken and deemed
'

.> .- .

| to be transferred to and vested in the Authority {
'

.-
I without further act or deed;
: -

i

| (5) the Authority shall thenceforth he

:
liable for all the obligatiens of the Corporatien,

__. _ _ , _ _ .
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and any claim existing or action or proceed-
r

ing pending by or against the Corporation

may be presecuted to judgment, with right of

appeal as in other cases, or the Authority may )

| |

be substituted in its piace; and

r (6). all the rights of creditors of'the

Corporation shall be preserved unimpaired and

all liens upon the property of the Coxroration;

j shall be preserved unimpaired, limited in lien-

to the property affected by such liens immedi-
j ,

ately prior to the time of the issuance of1

,

such certificate of incorporation.-

(C) Opoc rescission c termination, if any , of

the Authority Agreement in accordance with the terms there-
.

f

of and the provisions of this Ch' apter, the Authority shall

be dissolved and its existance shall ter=inate.-

Section 744.05. The Authority shall have all
i

the rightsiand powers necessary or convenient to carry'

out and effsetuate the purposes and provisions of this*
-

Chapter, including, but without limiting the genernlity
1

of the foregoing, 'the rights and powers:

(A) to adept by-laws for the regulatic'n of its

:| affairs and the conduct o* its business, and to pr"escribe '

! :

| . rules , regulations and policies in connection with the per-

! formance of its functions and duties;

|

|

|

- _ - ._ -. . - - - -- - . . _ - - _ . - . _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
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i 1
!

i (3) to adept an official seal and alta the

same ab. pleasure, but failure to affix the seal shall not i
- ,

i

i

i affect the validity of any instrument;
i
! (C) to maintain an office at such place or
i

,,

4

: places within this state as it may determine; *

4

J

(D) to adept a fiscal,, year and alter the same ,-
, .

!

| at pleasure;

(E) to sue and be sued in its own name, a=d to
i,

j plead and be impleaded;

i
(F) to receive, administer and comply with the

conditicas and requirements respecting any gift, grant,

j denatien er apprepriatien of any property c meneyt

i

(G) to acquire by purcha.5e, lease, gift, c;

o the rwise, c to obtain optiens for the: acquisitien of,
1

any p:cperty, real or personal, i= proved or unisp:cved,

j tangible c; intangible, including an interest in land less
!
l

j than the fee therecf;
1

i .(H) to exercise, upon ecmpliance with. the laws
:
i

j of this state, the power of eminent demain to acquire .

4

i p cperty or any interest therein which is necessary or

proper for the construction c operatien of any electric

; pcwer f acilities, subject, hewever, to the provisions of
: ,

! Sectic~n 744.07 of this Chapter; i-

(I) to sell, lease, mortgage, ex ch ange , transfer

or otherwise dispose of, c to grant optiens "fer any such
; -

F

_ o.- _ _ _ _ _ . _ _ _ _ . _ _ . . _ . . _ _ _ _ _ , _ _ . _ - _ - . _ _ _ _ . _ . _ _ - _ _ _ _ _ . . . , _ _ _ . _ _ _ __ --



_ - _ _ . - . -.

|

|

.

13

!
~

purposes with respect to, any real or personal property or
r

i interest therein;

(J) to acquire, hold, use and dispose of its

income, revenues , funds and moneys;;

'

(K) to invest its moneys in such obligations,

I securities and other investments as the Authority considers' -

i

i prudent, notwithstanding the provisions of any other law'

; relating to tne investment of publi= funds;

i (L) to pledge or assign any moneys, fees, charges,
i -

or other revenues of the Authority and any proceeds derived*
i

;

! by the Authority from the sale of property, insurance or
:

j condemnation awards;
!

| (M) to select and appoint agents, to select and
1 .

employ persounal and to contract with respect thereto;-
,

I (N) to conduct any activities authori:ed by this

Chapter through its officers, agents or employees, or .z ,

i
; contracts with any person or entity;
i

! '(0) to employ personnel who shall serve at the
i

I pleasure of the board of directors of the Authority, pro-)
,

| vided, however, that the Authority may bind itself by
i

! contract to employ a general manager for a, period not ex-
1 -

| caeding five years;
'

(P) to borrow money and issue its bonds as
i

*

hereinafter provided in this Chapter; -

I
'

.

$

-, - m,. . . - - . - - - - - - - -- _ _ ._.----..-,--__----.__...__--mm . , - - - -- _ , .- -
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(Q) to purchase electric power and energy from,
' or arrange for the transmission of electric power and energy

the state of iby, othbr electric systems within er without

f Chio, for the purpose of delivery to electric utilities,
;

| upon such terms and for such periods of time as the Authority
i

*

,

shall determine;'

I ; (R) to opernte electric pcwer f acilities to gen-
#*

erate, transform and transmit electric pcwer and energf, and

to sell, upon such ter=s and for such perieds of, time as thet

t

| Authority shall determine, (i) such electric power and energy
I and related products and services of such electric power

f acilities, including, without limiting the generality of -

I the foregoing, all or es gcrtion cf the capacity and cutput
et one or = ore specified electric pcwer f acilities, and (ii)
electric pcwer and energy purchased by the Authority pursuant

i
:
' to division Q of this Section 744.05, at *delesale (a) to
1 municipal corperations to provide fc= present and projected
! needs of such municipal corporatiens for internal use and of,
i

i the retail customers of such municipal c'erporaticas, and (b)
,

with respect to electric pcwer and energy which the Authcrity

reasonably determines cannot be scencmically and beneficially

|
utili=ed to meet such needs, to otht: electric utilities,

( including without limitation electric light ecepanies and
:
1corperitions not-for-profit engaged in the generatien, i'

transmission and sale of electric pcwer and energy within :

the State of Chic, and electric syste=s without this State;

_ _ - - _ _ _ _ _ _ __ - _ _ __ -. - _ _ . - .
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provided that such excess electric power and energy be>

first made available for a reasonable period for sala at:
.

wholesdie to the electric utilities operating in this State f

:

on terms at least as fr.vorable as shall be made available
4

1

| for sales to electric systems outside the State prior to
i

| any sale of any such ex=ess to tiectric systems without the

{
State r and such municipal corporations ed electrie utili-

,

ties are hereby authorized to purchase electric power and

| energy sold by the Authority, provided, that nothing in this

f Chapter shall be construed to authori=a the resale at
wholesale by municipal corporations of electric power and

,

energy so purchased except as otherwise expressly authorized

i by law, and provided, further, that nothing in this Chapter
shall be construed to authorize the Authority to engage

j .

! under any circumstances in the" distribution of electric; ,

1

! power and energy at retail;
e

j (S) to arrange with others for the trans=ission

{
! and delivery of electric power and energy sold by the Au-
\
) thority pursuant to the provisions of this Chapter, and any
1 :

municipal corporation is hereby authorized to enter intoj ,

| contracts with the Authority for such purpose;~

'i

j (T) to enter into contractual arrangements, on
i

j such terms and for such periods of time as the Authority
i
i

shall determine, with respect to interconnections and the ,

5
-

: purchase, sale, delivery, exchange, interchange, wheeling,
1

pooling, transmission or use of electric power and energy,
i

in connection with transactions and arrangements permitted.

:
i by this Chaper; |

1

; ... . . . . . . -
|

:

-- . . _ - _ . _ . . . _ . _ _ . _ . _ __._...,__.__. __ _____.____ . _._ _. _ _..._..._._ .._ ._,, ._,-
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:

1

(U) joistly or separately to study, plan, fina=ce,4

g p;
;

*

| acquire, construct, improve, pur=hase, operate, maintain,
'
a use, share costs of, 'own, lease, sell, dispose of or other-'

:

i, vise participate is electric pcwer facilities or portiens ,.

}
thereof or research and development relating thereto and

4 '

j to enter into and perform contracts with respect thereto,
:

I including acquisition by purchase, lease or otherwise of
a

j completed electric power f a'cilities c= electric power *
1

i

{
f acilities under construction; and, in connection with any

electric pcwer facilities to be cwned or operated jointly
with others, to act as agent, er designate one or acre of

,

1

|
the other participants in such electric pcwer f acilities

(

) to act as agent, for all of the other participants in een-
1 nectzen with the studying, planning, financing, acquisitien,4

i

i constructien, cperation and maintenance of such electric
:

1 pcwer f acilities and other activities relating theret=; and
..

j in carrying out its fu 'etion's as agent with respect to any
T

|
such activities, the agent will be governed solely. by the ,

laws and rules- applicsble to such agent as a separate legal
4

entity; provided, bewever, that nothing herein centained
'

I shall excuse er be deemed to excuse such agent from any
. .

| obligatien or liability it may have as a principal; and
5 ;-

i

! provided, further, that , notwithstanding Section '4906.13- -

.

| of the Revised Code, the Authcrity shall net ec==ence cen- |

structicn of, purchase, or acquire by lease or otherwise, any

i
_ _, . _ , - _ . - . _ . - , _ - , _ - - - - . - - . - _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ - - -
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f

| electric power facility whi=h is, or upon ecmpletion of ,

construction will be, a " major utility f acility" as defined
3

t

j in Section 4906.01 of the Revised Code, or any interest in

) any such electric power f acility without the approval of the |
!

'

Commission pursuant to the standards specified in Section

) i 4905.48 of the Revised Code, or sell or lease any electric

j
,

power f acility which is, or on completion of construction
-,

will be,. a " major utility f acility", as defined in Section
i

4906.01 of the Revised Code, or any interest therein, to
;.

any public utility without the approval of the Commission
i

; pursuant to division (C) of Section 4905.48 of the Revised
4

Coder and provided further that the surrender or waiver by-

; any such owner of such property of its right to partition-

.!

| such property for a period not exceeding the period for
1

| which it is reasonably estimated the property may be used

or useful as an electric power f acility shall not be invalid

and unenforceable by reason of length of such period, or as

j unduly restricting the alienation of such property; .

1 '

(V) to contract with any electric utility or any1 -

|

| other person or entity for management services in connection
i

j with any electric power facilities, or to provide management,

services to any member of the Authority in connection with
? ei

i its municipal electric system;
,

(W) to interconnect its electric power facilities
|

with f acilities of others in connection with transactions
!

I and arrangements permitted by this Chapter;

._ _ . - - - _ . .. - , _ - _ . _ . - . - . . . .-.
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-
.

i

(1) to procure insurance against any losses
!'

|
,

5

I
in connection with its property, operations c assets,

in such amounts and f cm such insurers as it censiders
'

4

i desirable, and to obtain such insurance to pr= vide such! .

indemnification for its directors, officers, empleyees
: '

and asunts as it may daem necessary er app cgriater1

3
'

J (T) to apply to the appropriate agencies oft

,

i

i the state, other states, the United States, and to any
!

ether preper agency for such pe=mits, licenses, certifi-
cates or approvals as may be necessary, and to construct,i

i

h

j maintain and operate electric pcwer facilities in accord-
ance with such licences, permits, certificates or approvals;i

i -

e

i
~ (3) to make and execute all centracts and agree-
1

.i
ments and other instruments necessary or app;cpria,te for

,

i

the exercise of the powers and functicns of the Authority
!
i under this Chapter; and .

.

(AA) to do all things necessary, ccnvenient or

desirable to carry out the purposes of this Chapter ce thei
,

,

1

j powers expressly granted or necessarily i= plied in thisi

Chapter.
-

.

Secticn 744.06. (A) A municipal cc pc atica may

contract to buy pcwer and energy f cm the Authorit, required

for such municipal corporation's present er future':equire- !
t

ments, including all or a portion of the capacity and out-j
i

; put of one c more specified electric pcwer facilities,i

I
_ __ _ . . _ _ _ _ _ _ _ . _ _ _ _ . . - ._____ _ _ _ _ _ _ _ _ _ _ _ _ _ __
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I
.

j

and may contract with the Authority for power supply plan- |
i ,

ning and development services, on such terms and for such
! .

period of time as the Authority and such municipal corpo- !,

t
'

I ration shall determine. The contract may provide that the
i

! municipal corporation shall be obligated to make the pay-
1 -
3

; i ments required by the contract whether or not the elec.ric

power facility or electric power facilities involved is or

are completed, operable, or operating, and notwithstanding
i

j the suspension, interruption, interference, reduction, or
:
'

curtailment of the output, capacity or service of an elec-

! tric power f acility, or the power and energy contracted for,
I

and whether or not any seller or sellers of power or energy

to the Authority deliver power or energy to the Authority

pursuant to contractual arrangements with the Authority, and
!
j that the payments under the contract shall not be subject to

I

( any reduction whether by offset or otherwise, and need not
;

I

{ be conditioned upon the performance or nonperformance of the
t

}
Authority or another municipal corporation under the contract j

,

i

| or any other instrument. Any contract with respect to the 1

li

sale or purchase of capacity or output entered into between
1

! the Authority and municipal corporations may also.' provide'

that if one or more of such municipal corporations default
? .

in the payment of its or their obligations with respect to: :
,

the purchase of such capacity or output, then the non- |
,

def aulting municipal corporations shall be required to
,

! -

i

e

y. . - - m. . . - - , - --.1.. w _, ,w.,,w _,_,- .-- - , - - . _ , . ,---,%,--mn__-,--.-w.,,_%-.,-v-.
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accept |'and pay for and shall be entitled p;cportionately {
to and may use c otherwise dispose of the capacity or cut-

1
~ put which was to be purchased by the defaulting municipal

,

corporation. ,
,

! . .

' - (3) Payments by a municipal corporation under
> .

| a con :act with the Authority pursuant to this section*

.

f shall be made solely f cm the revenues derived fecm the
,

'

f ownership and cperatien of the electric system of the mu-

nicipal ec peration and the obligation of the municipal ect-
,

poration to make such payments may be secured by a placis*.

| of and lien upon such revenues. The centract may also p;c -
i

4
' vide that such payments shall be made as an operating ex-
,

pense of the electric system of the municipal ec peratien.
,

:

An obligatien under such a contract shall net constitute a

legal c equitable pledge , charge, lien, c encumbrance

upon pr=perty of the municipal corporatien or upon the ,

municipal ec:peratien's income, receipts, c revenues, ex-

cept the revennes of its electric system. A =unicipal
~

-

{ cc peration shall be obligated to fix, charge, and ecliect
,

rates, f ees, and charges for electric pewer and . energy and

other related services, facilities and ecm=editie,s, sold,

furnished or supplied by such municipal ec peraticn suffi-
, :

cient ta p:cvide revenues adequate to meet its etligations
under such a centract, and to pay all other amcunts payable

f cm or constituting a charge and lien upon these revenues,

including amounts suf ficient to- pay the principal of and
. . - .. _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _
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!
.

;

interest on bonds issued by the municipal corporation for r
r

purposes related to its electric system.
,

(C) The Authority may, either at law or in~

*

,

equity, by suit, action, mandamus or other proceedings, en-
force and compel the performance of any or all covenants or

3
,

,

I obligations of a municipal corporation under a contract pur-

: suant to this section to be perf ormed by the municipal cor-

{ paration or any officer thereof, including the fixing,
,

| charging and collecting of rates, fees and other charges.
i Any pledge made by a municipal corporation pursuant to this
4

section shall be valid and binding from the date the pledge
|

is made. The revenues and any other funds so pledged and'

then held or thereaf ter received by such municipal corper-
:

I ation or any fiduciary shall immediately be subject to the
1

| lien of the pledge without physical delivery thereof or
further act, and the lien of the pledge shall be valid and

1 binding as against all parties having claims of any kind!

i in tort, contract or otherwise against such municipal cor-'
,

poration without regard to whether such parties have notice'

thereof. Neither the contract, pledge agreement or trust
.

agreement by which a pledge is created nor any' financing
;

statement, continuation statement or other instrument re-
r t

lating thereto need be filed or recorded in any manner. :

' ~

The obligation of a municipal corporation to =ake payments
a under such contracts shall not constitute indebtedness,

bonded or otherwise, of such municipal corporation for
|

_ _ _ . _ . _ . __- _ - ,___ _ _ _. . _ . . - , _ _ . - -_
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i

purposes of Chapter 133 of the Revised Code er the Con-'

t'

['

! stitution.

(D) A municipal ac:peration may furnish the
i

Authority with money derived solely from the ownership and'

operation of its electric system er facilities and provide'

| the Authority with personnel, equipment, and p cperty, both ,

real and personal. A =unicipal cerycratien =ay also pec-
,

.
.

2

vide services to 15g Authority.'

(E) A municipal ecepcratica may advance er con-

j tribute funds derived solely f cm cwnership of its electric1

*

; .
.

system er f acilities to the Authority en such ta==s as may
;

| be agreed upon by the Authcrity and such municipal cc pera-
tien, and the Authorit;f shall repay the advance or centri-

,

bution f:cm the p;cceeds of bends, cperating revenues er'

j

i other funds of the Authority, together with interest th ereen,
,

en such terms as may be agreed upon by the municipal ec:pers-
-

.
-

I tien and the Authority.

i

I (F) Any contract =ade by a municipal ec:peraticn
h
}

with the Authority pursuant to this section shall be approved'

by c dinance of the governing bcdy of the municipal ec:pera-2

a

tien and shall be executed on its behalf by the efficial
'

or officials of the municipal ec peration designated in such
i *. s

c:dinance. No such c dinance shall take effect until afte !i
' :

thirty days f:cm its passage. If wi thin said thirty days ~ a |
: petition signed by ten percentum of the electors of the

municipal corporatier shall be filed with the executive
,

.

- - , - - -
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:

| authority thereof demanding a referendum an su=h ordinance
i 1 ,

it shall not take effect until submittad to the electors .

,

; and approved by a najority of those voG3ng thereon. The

submission of any such question'shall be governed by alli
s

. the provisions of Section 8 of Article XVIII of the Con-'

ntit ttien raf the State of Ohio as to the submission of the*

! *

;

|
question of choosing a charter commission.

I Section 744.07. (A) The Authority may, axcept as
i

'otherwise provided in the Constitution and in this Chapter,
!

.

'

! exercise the power of eminent domain to appropriate any
i

land, rights of way, franchises, easements or other prop-! -

i

! erty necessa:7 or proper for the construction or efficient ,

j operation of any electric power f acility undertaken by it,.

; . or access thereto, pursuant to the procedure provided in
.

}
Sections 163.01 to 163.22 of the Revised Code and subje=

|
1 ,

i to division (B ) of this Section.
:
i

j (B ) The Authority shall not have the power of |
,

| condemnation to take or the power to take by eminent domain
;

| property belonging to any political subdivision of this-

State or electric light company, ex=ept in the case of an
.

electric light company for the sole purpose of acquiring

j rights to permit the crossing over or under existing -

| transmission or distribution f acilities of such electric -

I.
-

light company.
-

i I
! -(C) Laws generally applicable to public contracts,
i including, withco: limitation, those on hearings, plans,'

i
e

D
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specifications, for=s of contracts, costs, notice and ecm-
,,

petitive bidding required under Chapters 731 and 735 of :

the Revised Code c: other p:=visien of law, are not appli-

cable to projects of the Authority cr to the fc=mation of.

.

c any contrae: with the Authczity by a municipal corpo-

ratica c municipal ec=poratiens. ,
,

i Section 744.08. The Authority is hereby auther-
!

i=ed to issue its bonds solely in acec: dance with the
i

; provisiens of this Chapter and subject only to the limita-1

)

i tiens centained in this Chapter in such principal a= cunts

as it considers necessary to p cvide sufficient funds to
;

-

1 carry cut any of its.corperate purposes and pcwers, in-
;

I cluding:

i (A) the studying, planning, financing, acquisi-
i
! tien, construction, i=p cvement, purchase, operatien, =ain-
;

tenance or use of any electric pcwer facility;
,

(3) the funding c: refunding of the principal '

of, or interest c redemption premiums on, any bends issued

by it whether c net such principal, interest er redemp-

- tien premiums have becema due;

(C) the establishment c increase of reserves

to secure c to pay the bonds or any interest c= fede=p-
"

I tien premiums thereen; and !
,

'
-

(D) the payment of any other costs c expenses

of the Authority incidental to, and necessary or convenient

for carrying out, its corporate purposes and pcwers.
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-

Section 744.09. (A) Except as may be othe: wise
4

f expreshly provided in this chapter or by the Authority, '

1

) every issue of bonds of the Authority ishall be payable

} out of any of its revenues, funds, properties or assets
1

] subject only to any agreements with the holders of par-.

i

! ticular bonds cledging any particular revenues, funds,..

i

properties or assets. The Antherity may issue any types

j of bonds as it may determine, including bonds as to which
i :

the principal, interest and redemption premiums are pay- j
1able either exclusively from all or a pcrtion of the reve-

.

nues of the Authority, from one or more of its electric !

.,

power facilities, from one or more revenue producing con-.,

. tracts or from its revenues generally, and such bonds may

{ be additionally secured by a mortgage or pledge of any
,

L

or all of its properties or assets, as the Authority
j >

I shall determine.
!

4 (B ) Bonds issued by the Authority are hereby
i
i .

,i made negotiable instruments within the meaning of Chapters

j 1301 to 1309 of the Revised Code. -

,
'

|

f (C) Bonds of the Authority issued pursuant-

i

! to this Chapter shall be authori=ed by resolution of the
j Authority, may be issued in one or more series under a
1

| resolution, trust indenture or other security agre,ement, ,

| and shall bear such date or dates, mature on such date or
:

! dates within fif ty years following the date of issuance,
1

I

|

{ .- - - - ., r_~ : _ _....._._r-.._,,,,_,,,_....._._=,_, , , - . . . ...s=..._.<.. y ... . .. .

.- . .. - _ -__ ___.. __ ____
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bear interest at such rate or rates, he in such denomina-l

tiens, (be in such form, either coupon er registered, carry
. to

-
s

:

such conversion, registration and exchange privileg-s, have
.

such rank or pricrity, be executed in such manner, be pay-4

:
,

able in such medium of payment at such place or placesi
;

! within er withcut the State, be subject to such ter=s of -

;

!
redemption, with or withcut premium, and contain er bei

subject to such other terms, not inconsistent with this
;

Chapter, as such resciution, trust indenture er other

j security agreement may provide.
1

i (D) Bonds of the Authority may be sold a:
?

! public cr private sale for such price and in such manner
as the Authority shall determine.

! (E) Sonds of the Authority may be issued enderi

!

this Chapter withcut obtaining the censent of any depart-!
*

,!
ment, ccmmission, agency, institution er instrumentality

-

i

.

1

| cf the State and without any other preceeding or the
i

! cccurrence of any other conditions er events other than
.

these preceedings, conditiens or events v'2ich are specif-'

|

ically required by this Chapttr; provided that no. bends,
1

pay able at perieds of more than twelve montas af ter their
:

i date of issuance, may be issued to finance the construc-'

: ii tien, purchase or acquisitica of .any electric 'pewef
~

facility which is, or will upon ecmpletien of construc-
tien be , a " major utility f acility", as defined in

. . - . _ - -. _ .
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i Section 4906.01 ci the Revised Code, withcat the approval
! 'of the Commission pursuant to division (A) of Section

. 1

; 4905.40 of the Revised Coder provided that if the Com-
i.

.
mission approves such construction, purchase or acquisi-

)
: tion under division (U) of Section 744.05 of this Chapter

: .ach appreval shall constitute approval by the Commission
,

'

!

! of the issuance of such bonds as shall be required by the
j
' - Authority to finance such construction, purchase or ae-
1

i quisition.
J

(T) The resolu-jon, trust indenture or other
1

J serurity agreement under wais 7:3 L~- .f 9 shall be issued
,

i

! shall constitute a contract with the holders of the bonds
|

*

; and may contain provisions relating to the Authority,
i -

j one or more of its electric power facilities and the rev-
i |

;j enues therefrom, the issuance of additional bonds, and such i

i other provisions, as the Authority determines appropriate
j

j for the issuance and security of the bonds.. Any hoicer of
i

| bonds issued by the Authority under the provisions of this
|

| Chapter, and the trustee under any resolution, trust inden-
,,

:; .

{ ture or other security agreement under which any bonds are
<

.

| issued, except as othe:rwise provided in such resolution,
,

I trust indenture or sacurity agreement, may bring suit upon

such bonds and may, either at law or in equity, by. suit, .

1

! action, mandamus or other proceedings, which may include the
'

!
appointment of a receiver to take control of the business4

:

,

! -

.

_ _ _ - _ - - _ _ _ _ _ . - _ . , _ _ _ , . _ _ . . _ . _ _ . _ _ _ _ _ . . ___.__..________._.d'
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;

and properties of the Authority, p ctact and enforce any
I Ior all of its rights granted under this Ch'a'pter or under

;'

such resciution, trust indenture or accurity agreement, and

|
may enforce and compel the performance of any er all duties

,

and obligations under this Chapter and a=y c all covenants

or obligations under such resolutien, trust indenture or'

/

security agreement to be performed by the Authority or by ,

any officer thereof, including the fixing, charging and
collecting of rates, fees and charges.>

'

j (G) Any pledges of revenues, othe: =eneys, rev-,

1

enue p;cducing contracts or prcperties c any part therecf

or interest therein made by the Authority pursuant to this'

!
Chapter shall he valid and binding fram the time when such^

i

i
pledge is made. The revenues or other meneys er proceeds

i

i,
of any contract se pledged and thereaf ter received by the

; Aatnerity shall i==ediately be schject to the lien of
4

! the pledge withcut any physical delive=y er further act :'

required. The lien of any such piedrie shall be valid and

binding as against all parties having claims of any kind
.

in tort, contract or otherwise against the Authcrity re-t
'

:

gardless of whether the parties have notice. Neither the

resolution, tiust indenture or other security agreementi

'
nor any financing statement, continuatien statemen: c i

'

other instrument relating thereto need be filed or re-
,

corded in any manner. ;

\
|*

-.

- , . . , -, n . - . , . - . -
%
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i

(H) Neither the officials of the Authority nor
,

any person executing bonds shall be liable personally on the
,

i bonds, or be subject to any personal liability or account-

ability by reason of the issuance thereof.,

(I) The Authority is authorized to purchase
1 .

*' '

bonds out of any funds available for that purpose. It may
1

hold, pledge, cancel or resell such '.onds in accordance

with agreements with bondholders.
!

(J) The principal of, and interest and redempa
,

tion premiums on, any bonds issued by the Authority, in-

cluding any amounts payable by virtue of def ault thereunder,
'

shall be payable solely from the revenues, funds, proper-
;

.

ties or assets pledged, or available under the terms of'

,

i

such bonds , for their payment, as authorized in this Chap-' '

ter. The bonds of the Authority shall not be a debt of
.

; the State or any member municipal corporation nor consti-
,

' 'ute a pledge of the full faith and credit of either there--
!

of and nei.ther the State nor any such tsnicipal corporation

shall be liable thereon nor in any event shall the princi-
'

pal of, or he interest or redemption premiums on, such
,

I bonds be payable out of any revenues, funds, properties,

or assets other than those of the Authority' pledg'ed, or
->

available under the terms of such bonds, for their pay-

ment, and such bonds shall so state on their f ace.

. ,

e

. _ _ ___ ___ ___. __ _ ___ __ ___ ____ _ ______ __ _.____ _ _ _ _ _ _
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i

!
'

:
Section 744.10. (A) Bonds issues nder this ,,

| I. *
;

Chapter, their transfer, and the inc=me theref cm, including'

i any profit made en the sale thereof, shall at all times be'

.

free f co taxatien within this State.
< . ,

! *

s

l (3) The Authority shall be subject to the same
'

! tax status and ::eatme'nt As shall be specified for ,munici-
'

i 7
4 as the same may be
| pal corporatiens in the Revised Code ,

amended, except and p;cvided, hcwever, that the Authority
i shall be subject to the same excise tax en g: css receipts!
'
,

derived f:cm sales of electric power and energy and ether1

:
,

p=cperty under Chapter 5727 of the Revised Code as a rural:
1

electric ecmpany wculd be subject in zaking sales of elec-

tric power and energy te a municipal corporation described
in Section 5727.03 of the Revised Code; and p;cvided further,-

that the Authority shall, in lieu of p:cperty taxes, pay to
t

! any governmental body authori:ed to levy p;cperty taxes thei

-

.

amount which would he leviable under the Revised Cede, as

the sa=e may be amended, as p;cperty taxes on such real and;
2

.

tangible personal preperty if such p:cperty wara the pecperty*

.

i

: cf such a rural electric company. Such payments shall be)

, .

due at such times, and shall hear penalty er inte est ifI

1
4

unpaid; as in the case of taxes on the p cperty of such,'
'

;.-

5

a rural e.lectric ccmpany. For purycses of such payments i
=

|
.

in lieu cf taxes, couputations shall be made each year'

:
-

|

!
. ._. . . . ._-_ . _ . _ _ . -- - .. . - _ _____ _
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:
.

!
.

showing the amounts at which the property would be valued
* ,

; and assessed, and the property taxes which would be pay ,
h
| able, if such property were owned by such a rural electric

i company . In the a._.ance of agreement on such amounts be-

i tween the Authority and the tax officials of the taxing
,

;

|
' dist:l;t: in which such property is loc:.:ud, such computa-
,

tions shall be made by the goverumental authorities who -

| would make such computations if the property were owned

| by a rural electric company. Payments in lieu of taxes
2

I to be made hereunder shall be subject to all procedural
i

1

j and substantive provisions of law, including appeals, now
,

q

; and hereafter in effect applicable to the valuation and

i assessment, and the taxation, of the real and tangible

|
personal property of a rural electric company, and to.

1

| the payment, collection and abatement of taxes on the
(
; property of such a company.

:-
- .

Section 744.11. The Authority is authorized

f to fix, revise and collect, or to provide by contract for

the establishment, revision and r:cliection of, rates,
. .-

fees and charges for electric power and energy and other
i
I services, facilities and commodities furnished or'sup- I

-

l
j

plied by it or in connection with any of its electric
power facilities. For as long as any bonds of the- Author- *

*

:
i :

icy are outstanding and, unpaid, rates, fees and chargea;

i payable to the Authority by municipal corporations shallj
;

.i |

4
. . . . .. .. -

;

- . . - - - - - . _ . - - . , . , - . . _ . , _ , . - _ , . - . , . . . , . . - , . - . - - . . _ _ _ . - . _ . - . _ _ . - . . - - . _
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.

in any! event he fixed so as to p;cvide revenues at least
' ,'

.
'

sufficient, tcgether with other available funds, to pay all
costs and expenses in cennection with the acquisit! r.n, opera-

1

tien and maintenance -of all electric pcwer f acilities owned ,

cperated by the Authority, c; in whi=h it has any interest,c
'

and to pay for all cests and expeuses required to pay all
'

necessary repairs, replacements and renewals thereof, cc pay

when due the principal of, premius if any, and interest en*

all bcnds of the Authority, to create and =aintain reserves;

and to ecmply with any other terms as =ay be required by any
,

resciutien, trust indenture c: cther security agreement se-

c= ring bends, and to pay any and all amounts which the Au-

thority may be obligated to pay by law c: centract.

j- Section 744.12. Scnds issued under the p =vi-

|
siens of this Chapter are hereby made lawful investments of

i
-

banks, societies fer savings, building and Ican and 'sav-
.

! ings and loan asscciations, deposit guarantee assceiatiens,

trust ce=panies, trustees, fiduciaries, insurance ec=panies,
including de=estic for life and domestic not fer life, trus-'

other officers having charge of sinking and bond
| tees c

retirement er other special funds of political subdivisiens
..

and taxing districts of this state, the industrial ec==is-
i-

5

sien, the state teachers retirement systa=, the public em- i
:

plcyees retirement syste=, the public seheci e=plcyees re-
,

ti:ement rysta=, and the police and fireman's disability

.
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i
f

! and pension fund, and are acceptable as security for the j
1

! deposit of public moneys. |
'

1

! Section 744.13. When the board of directors of

the Authority shall by resolution detetrdne that the pur-
,

j poses for which the Authority was established have been
i

-

substantially fulfilled and that bonds issued and other-

! -

|
obligations incurred by the Authority have been fully

i - paid or otherwise provided for, the board of directors may
i

declare the Authority to be dissolved. On the effective'

i

1 date of such resolution, the title to the funds and other
)

! properties owned by the Authority at the time of the dis-
) r

; solution shall vest in the member m=nicipal cot yorations
'

{ as provided in the by-laws of the Authority or the Author-
i

! ity Agreement.

i
] Section 744.14. (A) The manner of the keeping
i

) of the accounts of the Authority shall be subject to
3

| the continuing supervision cf and regulation by the commis-
4

sion to the same extent as if the Authority were an elec-

| tric light company. -
.

: . s

] (B ) The Authority shall, following the close

of each fiscal year, submit a report of its activities for
,

j the preceding year to the governing bodies of its member

| municipal co'rperztions and the Commission. The annual ,

i
'

report shall set forth a complete operating and financial
.

.

.| statement covering the operations of the Authority during
i

!

,

.

1

--r-, v-, e- - , - , ,,-,--s- .,,m , a- , ,---. _ ,,~ ------w - -a-
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,

1

:

I the preceding year, together with an audit of its operatiwns
.

i t'

!I tas prescribed in division (C) of this Section."

i

.~ (C) The Authority shall annually cause an
.

audit of its books of records and acccents by a nationally ,

.

>

:scegnized firm of certified public ac=cuntants, and the
,

J

*

ccet of such audit may be treated as part of the ecst of
-

I constructica of an electric pcwer facility er f acilities,
,

as part of the expense of administratien ef 'an elect:icc
i

j power f acility covered by the audit.
Section 744.15. (A) The p;cvisions of this

'

Chapter shall be deemed to p cvide an additienal, alts na-
i

f *i ve and complete mathed for the doing of the things .v'ther-
-

'

I i:ed hereby and shall be deemed and construed to be supple-
'

j

mental and additional to, and net in deres:4tien of, pcwers

conferred upon the Authcrity, memce =unicipal ec:pera-

tiens and others by law; provided, bewever, that insof ar

as the provisiens of this Chapter are incensistant with

the p:cvisions of any general or special law, administra- ,

tive order or regulation er any limitation i=pesed by a

corporate c zunicipal charter, the p;cvisions of this -

Chapter shall be cent:ciling; and provided further, hew- .

ever, that the Authority shall censtitute a "pe:se'n*, as
defined in Chapter 4906 of the Revised Code, and sh'all j

,

ccmply with the previsions of Chapter 4906 price to the
ccamencement of constructien, and during the ec'nstructien,

m - - - - - - - _ _ _ _ _ _ _
_
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4

.

j by theiAuthority of any " major utility facility", as defined r

! in s' aid Chapter 4906, unless a certificate shall not be
!

| required because of Section 4906.05 of the Revised Code.
,

(B ) Legislative consent is hereby given to the
.

! application to the Autnority of the laws of other restes
' - a . .
; with respect to taxation, payments in lieu of taxes, and
j .

j the assessment thereof, and to the app'.ication of regu-
i

'

latory and other laws of other states and of the United'

1

j States in relation to the acquisition,, construction,
i
1 ownership, leasing, operation and maintenance by the
i

j Authority of electric power facilities, including hydro-
!

j electric facilities pursuant to the authority granted in
.\ .

I this Chapter.

(C) The State does hereby covenant and agree

} with the holders of any bonds that so long as any bonds
1

1

of the Authority are outstanding and unpaid the State will

j not limit or alter the Mghts vested in the Authority to

carry out its purposes or to establish, maintain, revise,
i

j .. charge and collect the rates, fees and charges referred

; to in this chapter and to fulfill the ta=ms of any agree-

{ ments made with the holders of the bonds = in any way-
'

impair the rights and remedies of the bondholders until
,

j the bonds, together with interest and redemption premiums

thereon, interest on any unpaid installment of interest,

i and all costs and expenses in connection with any action
)

:

1

'

, - - . _ _ _ _ _ . _ _ . _ _ . _ _ . . ._ _ _ _ _ _ _ _ _ _ . _ _ __ _ _ . _ _ _ _ _ . . _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ . . ___ _ _
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or proceediags by or on behalf of the bondholders, are y,

I s

fully paid, met and discharged.

Sectica 744.16. This Chapter, being necessary
'

for the welf are of the State and its inhabitants, shall,

except to the extent otherwise required by the provisiens
,

of Section 14 of Article VIII of the Constitution, he
liberally construed to effect the purposes hereof.

,

Section 744.17. The provisions of this Chapter

are severable, and if any provision hereof shall be held

invalid in any circumstance, such invalidity shall not

affect any other provisions or circ == stances.
.

Section 744.18. This Chapter shall be c=nstrued

in all respects so as to meet all constitutional require-
In carrying cut the purposes and p;cvisiens ofments.

this Chapter, all steps shall be taken which are necessary
to meet constitutional requirements whether or not such

'

sceps are required by statute.
,

.

.

9

O

:
:

.
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APPEh5IX NO. 7
(PART II)

I t

,

PROPOSED LEGISLATIONi

OEIO MUNICIPAL WHOLESALE ELECTRIC AUTEORITY
|

*

i

.

i .

A BILL
;

To enact Sections 744.01 to 744.18*

of the Revised Code to prov de ford

j the organization, operation and
; financing of the Ohio M.unicipal .

j Wholesale Electric Authority

;
.I

) BE IT ENACTED BY THE GENERAL
ASSEMBLY OF TEE STATE OF CEIO:

~

1

i Section 1. That Sections 744.01, 744.02, 744.03,
1 .

! 744.04, 744.05, 744.06, 744.07, 744.08, 744.09, 744.10,

! 7 44.11, 7 44.12, 7 44.13, 7 44.14, 7 44.15, 7 44.,16, 7 44.17 and
4

; 744.18 of the Revised Code be enacted to read as follows:

Section 744.01. The following words as used in
|

! Chaptar 744 of the Revised Code s'2all, unless the context

otherwise requires, have the following meanings:

i (A) "1.titherity* means the Ohio Municipal Whole-
,

,

sale Electric Authority created pursuant to this chapter
i

and any successor or successors thereto. ,
, ,

(B) " Authority Agreement" means the written in-

| strument creating the Authority in accordance with this

Chapter.

.

1

- - - - - - - - - , . . . , - . . . , _ . . _ . _ _ , , , _ , . , , _
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1 .

i

(C) " Sends" means bends, notes or other evi-
*

, .,
J >

i.
dances lof indebtedness issued by tce Authority under :

-

this chapter. .

J
= t

(D) " Commission" means The Public Utilities'
*

.

4

Commissica cf Chio.

(I) "Cc poration" means American Municipal Power-1

-
.

1

! Chic, Inc., a corporatien not-fer-p;cfit heretofore or-

ganized under the laws of the state of Ohio for the purpose ;'

I of being at all times operated en a cooperative non-profit
u
; basis for the mutual benefit of its patrons.
,

(F) " Electric utility" means any public or pri-
i
l
; vate entity organi:ed and existing under the laws of the
'

I

i State of Chic (including "an slectric light company," as de-
I

j fined in Sec-icn 4905.03 of the Revised Code) which is en-
gaged in the business of supplying electricity for ultimate

| use f== light, heat or pcwe purposes by censemers within
j

the State of Chio. .-
.

t
i (G) " Electric power f acility" or " electric4 -

;

I f acilities" means any system or f acilities, including "
; powe:

real and personal p cperty, for the generatien, transmis-
sien er transformation of electric power and energy by any

;

means whatsoever, including, withcut limiting the general--

.

ity of the foregoing, (1) f acilitiss which are designed to 4|
!

generate s',ectric power and energy including f acil'ities
utili:ing fuGis of any type, solar energy, wind pcwer,

.,

.

f -

_ _ . _ . . - . _ _ . _ _ _ _ _ _ . . _ . _ _ _ _ . . - , . _ _ . _ __ . . _ _ _ _ . . _ . __ _.. ___ _,
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3 !
!

!

j sad to' sell, to others than OPCO only the portion of the '

! =apacity of AMPO's station as shall result from applica-

|
tion of the formula set forth in the footnote below, i,.e,. ,

:

j an initial capacity entitlement of 83.33% of the percentage
! *

,| . of capacity represented by the AMPO Capacity Reservation,**
i -

.

; but sucject to change as and when the reserve obligation of
:

j AMPO is changed dnder the Station Agreement.-

! The costs associated with the operation and main-
1

j tenance of AMPO's Initial Unit (including such costs asso-
i

! ciated with Capital Additions as provided in subdivision 7
l
; below), and AMPO's Additional Unit (including such costs
:

{ associated with Capital Additions as provided in subdivi-
!

| sion 7 balow), if any,. including the costs of fuel and fuel

! handling, will be determined on a monthly basis and allo-
!
j cated between AMPO and OPCO, as under the Buckeye Station
i

! Agreement, and the portion thereof allocated to OPCO will
i .

and promptly paid by OPCO to,I be billed by AMPO to OPCO,

i
; AMPO, en a monthly basis under the Station Agreement. *

;
~.

; OPCO shall pay to AMPO the OPCJ Monthly Demand
!

| Charge in each month to compensate AMPO for AMPO's fixed
*

1

! .

i

| AMPO's actual capacity entitlement under the Station*
,

i Agreement in the capacity of the Initial Generating
i Faci).ities at any time shall be a percentage. of such -

| capa.ity equaloto that percentage of AMPO's capacity
; Reservation which shall be equal to the product of

(a) 100% and (b) the ratio of (i) 1004 to (ii) the
'

; sum of 100% and AMPO's then ef fective generating

| reserve obligation percentage.
~

i

i
' e

. _ , - _ . - - ._ _ _ . - - - - - - _ - - - _ _ _ - .
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i

i

charges asr.cciated with AMPC's Initial Unit (including
,

- fixed (harges associated with Capital Additiens as p cvided te

! in subdivision 7 below)' and AMPo's Additional Unit (including

'

fixed charger associated with Capital Additiens p cvided in

subdivisien 7 belcw), if any . Fixed charges asscciated with .

AMPC's Initial Unit (includicg fixed charges asscciated
-

.
'

with Capital Additions as p cvided in subdivision 7 belcw)

and AMPO's Additional Unit (including fixed charges asscei-

I ated with Capital Additiens as p;cvided in subdivisien 7
!

belcw), if any, will be developed and allocated in such,

;

j manner as to result in the determinatien, en a monthly
1

basis, cf the AMPO Menthly Carrying Charge.

The AMPO Monthly Carrying Charga, fe any =enth,
;

! will equal the sum of (i) the AMPo Initial Unit Menthly
,

*

Carrying Charge and (ii) the AMPC Additional Unit Monthly

Carrying Charge, if any, for such conth. Che CPCC Monthly

Demand Charge for any month sball be equal to the lesser. .

i '

] of (A) the produe: of (a) a factor of 1.1, (b) the then.

.df ective CPCo Capacity Ratic and (c) the sum of (i) the

nFJo Menthly Carrying Charge and (ii) APJo's other Fixed

Charges for such month, and (3) 854 of OPCC's Monthly

Carrying Charge, such amcunts to be determined in ,the |

| , ,

fcileving manner: -,
, |
t

1. OPCo Capacity Ratic fc any month shall be ||
.

a percentage equal te 100% minus the percentage which at

the time in questien equals AMPC's Capccity Reservatlen.

- . .- _ ___ _. . - . . _ _ - _ _ _ _ _ - - - -
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2. AMPO's Initial Unit Monthlv Ca--vine Char =e;

for any month will be an amount calculated, beginning with
j',

the day of the calendar month in which AMPO's Initial Unit,

i

shall be placed in commernial operation, as the sum of (i)
|:

| 1/12th of the product of.the AMPO Initial Unit Capital Cost
i

| Rate and A.90's Depreciated Investment in AMPO's Initial
.

Unit, pl.us (ii) 1/12th of the Initial Unit Annual Deprecia-

| tion Charge where AMPO's Initial Unit Caoital Cost Rate
i

! will at any time in quantion be tire wuighted actual annual
i -

| average net interest cost (expressed as an annual rate) of
:

j the bonds or other long term debt securities which AMPO
i

j issues and sells to pay fer the acquisition and construe-

| tion of AMPO's Initial Unit (including Capital Additions as
!

! provided in subdivision 7 below), (a) after giving effect to
:

! any debt discount, premium and expense properly chargeable
1 -

! as such under the Uniform System of Accounts, but (b)
i
4

j excluding any bonds or debt securities to the extent that
i

j the proceeds of the sale thereof are used for, or applied
i

| to, any purpose other than (x) the' acquisition and con-
i
i struction of AMPO's Initial Unit and/or (y) the refunding
1
; a

| of any bond or debt security issued and sold to pay for '

t

: the acquisition and construction of AMPO's Initial Unit.
i '

] 3. OPCO's Monthlv Carrvin Charce for any
1

'
month will be an amount equal to the sum of (i) 1/-12th of

-i

| the product of (a) AMPO's Depreciated Investment in AMPO's
,

i Initial Unit, (b) OPCO's Capital Cost Rate, and (c) the then
1
.

! I
~

.

;

! i

|

|
. . .-- . .. . . . . . . . - - . . . - - - - . - . . - - . . . . - . . . - - . ~ . . - - . - - - .

.

1
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eff ective OPCQ Capacity Ratic, (ii) 1/12th of the product.

j of (a) AMPC's Investment in AMPC's Initial Unit, (b) 2.857%, t,
-

! 5

! and-(c) the then eff ective CPCC Capacity Ratic, (iii) OPCo's

Other Fixed Ctarges for such acnth and (iv) 1/12th of the

! product of (a) AMPC's Depreciated Investment in AMPC's1

.

Initial Unit, (b) OPCO's Income Tax Rate and (c) the then|

4

.

! effective CPCC Capacity Ratic.

4. AMPO's Decreciated Investment in AMPC's Ini-'

:

tial Unit shall for any menth in questien be an amcunt equal
.

I to the remainder resulting f cm subtracting from (x) the

total amcunt (AMPo's Investment in AMPC's Initial Unit)i

R,

j p =perly chargeable at the date of commercial operation of

AMPC's Initial Unit (or in-service date in the case of each
!

Capital Addition pursuant te subdivisien 7) to the produc-
tien plant accounts of the Uniform System of Accounts by

.

' AMPC to reflect the ecs: ef acquisitien and constructicn of;

|
AMPO's Initial Unit (including Capital Additions as p;cvided'

1 in subdivision 7 belev), including any amcunt of allewance

en borrewed funds used during construction p;cperly reccrded.
,

to the Uni-
I by AMPO in the accounts it maintains pursuant
1 dorm System of Accounts , (y) the amount of accrued depre--

! ciatien en AMPC's Investment in AMPC's Initial Unit caleu-
lated ;cn a straight-line basis at the annual rate"cf 2.357%,1

!
.

'

f 1,. e,. , the Initial Unit Annual Depreciatien Charge Twhich :

rate shall also be used in any calculation of acr; rued
6

; .'
.

-

_.________ _ _ _ _ _ . _ _ _ _ . . _ . _ _ _ ._ - __ _ - _ - ,
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,

1 .

depreciation on AMPO's Additional Unit pursuant to subdivi-i

1

sien 6.) f rom the date of commercial operation of AMPO's In- ,

itial Unit (or in-service date in the case of each Cr.pital
;

! Addition pursuant to subdivision 7) to the end of the month
-

1

preceding the time in question, and adding to the result'

..

i (2) a provision mutually agreed upon by AMPO and OPCO as a
' 2' '' reasonable provision for cash working capital, materials-

j and supplies , and fuel stocks (unloss provided by OPCO) .

j 5. AMPO's Other Fixed Charces for any month
;
;

; shall be an amount equal to the total amount of property
!

j taxes, or payments in lieu of property taxes, and property
!

| insurance, properly recordable by AMPO in Accounts 408 and'

924 of the Uniform System of Accounts.
i

j 6. AMPO's Additional Unit Monthlv Carrvine Charse'

; -

| for any month shall, if AMPO shall acquire and complete the
1

! construction of AMPO's Additional Unit (including Capital'

i

i Addittens as provided in subdivision 7), be calculated in
i

l accordance with the methods and procedures used for caleu-
~

| lating AMPO'S Initial Unit Monthly I4rrying Charge excapt
i
' *- that, where applicable, all references to AMPO's Initial,,

i Unit shall be deemed to refer to AMPO's Additional Unit

| and, where applicable, computations af ter the date of
i

-

! commercial operation of AMPO's Additional Unit shall be
? .

! commenced as of the date, or related to such date, of
,

i commercial operation (or in-service date in the case of

| i

:

I !
'

:
! ,

, :

l. '

1 *
.

|-

|
- -- -- . . - - . . - - - _ . _ _ _ . . . _ _, _ . . _ _ _
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,

| eacn Capital Addition pursuant to subdivision 7) of AMPo's
.

*4
| Additio|nal Unit rather than AMPC's Initial Unit, but
i
' without any double counting er duplication of charges.

7. Cacital Additiens which are p;cperly and rea-
.

sonably allecable to completiens, renewals, additiens and

replacaments will 'e included (at net cost to the extent ,

i

covered by insurance, by amounts recovered f cm third! net ,

.
-

| parties c by net salvage) in AMPC's Initial Unit and in
s
i AMPC's Additional Unit for purposes of calculation of amcunts

I to be paid by OPCO te AMPO for Contract Excess Capacity

pursuant to provisiens to be contained in the Station
;

Agreemen . The Sta:icn Agreement will provide that no'

.

single addition c: replacement of a preperty unit involv-
,

ing_ an investment reascnably expected to ecs core cham'

j 5500,000 shall be 1.qcluded as a Capital Additien in.AMPO's
,

<

Initial Unit or in AMPC's Additicnal Unit for purposes of
!
.

calculation of a= cunts to be paid by CPCC to AMPC for Con- ~

'

!

: tract Excess Capacity withcut the agreement of CPCL that!

4

such Capital Addition is necessary for the efficient c: con-
-

tinued cperation of AMPC's Initial Unit er AMPC's Additional.

Unit (which ag:sement of OPCO shall not be unreascnably with-

held).,
-

5 8. OPCo's Cacital Cost Rate shall be determined g

Iby the following methed:

i

1
!

1

- . . - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
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9 |
,

! *otal OPCO Composite
Capitaliza- Annual

,

Descriction tion Ratios Cost Rate Rate
' t

; (a) (b) (c) (b)2(c)=(d)

i Long-Term Debt X4 Y4 1%
3 3 3

: Preferred and
Pref erence Stock X% Y% 2t

2 2 2.

! 14
{, ,%) Common Equity X% 33 .,,, , ,, , .

,

! OPCO's Capital
^

~

Cost Ra*.e 2% |

i
'

OPCO's capitalization ratios (X. , X2 ""d X )'3
4

! the average embedded long-term debt cost rate (Y ) and the
3

j average embedded preferred and preference stock cost rate
'
,

(Y ) shall be determined from the corporate balance sheet
2

J

j in CPCO's Annual Report on Form 10-K filed with the SEC (or,
6

in the event such Report ceases to be required to be filed
4

f by OPCO, such other report to a governmental agency contain-
!

! ing OPCO's corporate capital structure) for the end of the
1

{ calendar year preceding the year in which AMPO's Initial

Unit goes into commercial operation. OPCO's common equity
;

! cost rate (Y ) shall be the common equity cost rate
3r

allowed by the Public Utilities Commission of Ohio in OPCO's^

,

most recent rate proceeding or, in the event that no suchj
s

common equity cost rate shall have been allowed, or decided,'

: -

i
-

by the Public Utilities Commission of Ohio within a period
'

.-.

; of five years immediately preceding the time in question, .

i then the average common equity cost rate experienced by 0700

i

-

F

! |_ - - :----.. - -.s ..--..----=..-.=u.-:u:.=-----.-----.,---- .

| |
. , . _ _ _ _ _ - . _ . - , . . .. - - . _ . . . - . . , , . . - - _ . .
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1 %

~S

during the immediately preceding three calendar years, as
'

reflected by its books of ac= cunt. CPCC's Capital Cost Rate
e',

;' shall remain constant until AMPo's Additional Unit goes into ;y

!

commercial operation. At the time AMPC's Additional Unit'

goes into ecmmarcial operation, CPCO's Capital Cost Rate
;

shall be recemputed in the manner specified above, measuring
!
;

such ecs: as of Decemhe: 31.of the year preceding the date!

|
of commercial operatien of AMPC's Additional Unit, and

|
OPCO's Capital Cost Rate shall remain constant thereaf ter1

i for the duration of OPCO's obligation to purchase contract
4

.

Excess capacity f cm AMPO.
|
I 9. OPCO's Income Tax Rate shall be calculated by
1

the folicwing formula:

f Rata = E + ? (E + P)-

1-C
|
i

1
.wnere:;

4

C=S+L+F (1 - S) (1 - L)
I
j and where:

'

i E = the composite annual cost rate of,

.

OPCO's ecmmon equity as calculated
' '

pursuant to Section 8 of this Appen-'

dix 10, i,.e,., 23
i P = the composite annual cost rate of
i

'

OPCO's preferred and/or preference *
, ;
s

,

stock as calculated pursuant to r :i .

f '
;

!

!
Faction 3 of this Appendix 10, i,.e,.,

E 2
i

! .

_ ._- _ _ _ . . . _ _ _ _ _ . _ _ _ . - _ _ _ _ _ . . _ _ _ _ _. _. _ __
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:

;

5 = the Ohio statutory state incbme tax
{ ; r

rate, if any, applicable to OPCO in |

effect at the time of cal =ulation |

' L = the composite local income tax rate,

! if any, applicable to OPCO in effect
i i

#
'

at the time of calculation-
.

F = the statutory federal income tax rate,4

3

j if any, applicable to OPCO<

;

} 10. OPCO's Other Fixed Charse for any month shall
1

,i be an amount equal to the product of (i) the than effective '

:

! OPCO Capacity Ratio and (ii) the total amount of property
I
j taxes and property insurance which OPCO would have incurred
i if OPCO were the owner of AMPO's Initial Unit (includingi
<

j Capital Additions as provided in subdivision 7) and AMPO's
t .

| Additional Unit (including Capital Additions as provided in
$ .

i subdivision 7).
3

!
J

I
i

}
:
,

;

i
*

~

1

l
'

?

I .

I

!

i

. .. .. .. .. . . ...
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CERT:r:CA:T or SERVICE

I hereby car _ify that on the 4th day of June 1979,
I caused to be served by United States mail (by air md1 to
all such persons listed more than 500 miles from the point
of mailing) posage prepaid or by personal servi =c a copy of
the foregoing document upon those persons whose aames and

i,
add: esses are hereinafter. set forth:;

.-
'

George A. Fitesimmons, Esq.
Secre*= y
Securities and Ex=hange Commission

'

500 North Capitol Streett, N.W.
Washington, D.C. 20549

Aaron Levy, Esq.
,

Director
Division of Corporate Regulatic:
Securities and Exchange Com=ission

^

500 North Capitol Street, N.W.
Washington, D.C. 20549

,

!
2

Gary N. Sundick, Esq.-

1 Securities and Ex=hange Cc= mission
; 500 North Capitol Street, N.W.
1 Washington, D.C. 20549

i William G. Porter, Jr., Esq.
! Porter, Wright, Mc is & Arthur
! 37 West 3 cad Street
j Col == bus, Ohio 43215

J

! Richard M. McMorrow, Esq.
,

Col -kus and Southern Ohio Electric Company
215 Nor h Front Street

: Columbus, Ohio 43215
4

i
'

Philip P. Ardery, Esq.
; 3 own, Todd & Heyburn

1600 Citicens Plaza4

.
!cuisville, Kentucky 40202

!

i The Hencrable James A. Rhodes
Governor of the State of Chic

l State House<

' Col"+us, Ohio 43215

The Honorable William J. 3 cwn
A:terney General of Ohio -

.

State House Annex
a Columbus, Ohio 43215

!

)

5

f
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 - ,
Release No. 21433/ February 13.1980

_

;

Administrative Proceeding File No. 31476
:
'

!. ,

i In the Matter of
i

AMERICAN ELECTRIC POWER COMPANY, INC.
New York. New York

SEC DOCKET 551,

I
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Upon the accuisition. AMPO will become entitled. on connection with such acquisition is not reasonable
six months * notice, to reserve cetween 10 Mw and or coes not bear a fair reiation to the sums .nvested

.i 200 MW from Ohio Power Comoany's Gavin plant. for in or the earnings cacacity of the utinty assets
; the supply of its members. It is proposed that the underlying the secunties to be acawred.' in in:s

1974 interconnection agreement between Ohc oroceecing the 50ecific issue is .vnetner the

| Power and AMPO will be amended and filed witn the oroposed excnange of 1.3 shares of AEP common
Federal Energy Regulatory Commission, wnich has stock for eacn CSOE snare satisfies the statutory

i jurisdiction over wholesale contracts. Its term. left standard. This ratic was onginally negotiated by tne
! olank. is to cover the period between the cate AMPO companies in 1968. and the record on tnis issue has

acquires generating facilities to be constructed and been supplemented. as we nave recuested. Int-

|
the date of commercial operation of sucn facilities. companies represent tnat the 1.3 to 1 excnange ratic
1he amount of power which AMPO elects to reserve remains reasonaole and is fair to stockholders of

'

-

is to be determined by it sq terms of the needs of its both companies. There is acecuate succort for tnat
members. conclusion.

I As a nonprofit corporation. AMPO's financing will be The sucolemental data submitted to us snow that as
based essentially on long. term power contracts with of December 31, 1978. AEP had outstancing
the member municipal electnc systems, which in 110.674.765 shares of common stock. CSOE hac
turn depend on the credit of the municipalities. A 16.147.976. Both companies forecast the issue of
constitutional amendmei;t was passed by the Ohio additional shares in 1979 througn dividend
legislature, subject to ratification in an election this reinvestment and employee stock purchase clans.
June, that would autnanze the organization of a AEP's estimate also allowed for a puolic cffenng of its
municipal wholesale electnc authority. AMPO thus common stock in that year. At December 31.1979.

| Qualified would finance its construction AEP had outstanding 121.340.747 snares. CSCE
| requirements with tax exempt revenue bonds. 16.345.951. Accordingly, aoout 21.2 million AEP

shares would be issued to acquire all the CSOE
The Department of Justice submitted a brief common stock, or about 14.9% of the 142.6 million
comment. It is not opposed to the tender offer and shares outstanding after the excnange. all as of;
states that "smolementation of the Coordination December 31,1979. Before tne exchange effer is
Agreement and associated agreements will provide made. AEP and CSOE will issue additional snares cf
municipal electnc systems in Ohio witn competitive common stock under tneir plans. but tnese will net

options not previously availaole to them."It recuests ; be of a magnituce tnat will affect matenally our
that we retain jurisdiction so that, if thej fancings herein.
constitutional amendment and implementing i '

legislation should not be adooted. we recuire AEP to f We note at the outset that the AEP system.like CSOE.
take necessary steps to ensure that the Ohio is engaged in rendering electnc service in a single
municipalities gain the intenced benefits of thef region,with CSOE closetothegeograonicalcenty of
Coordination Agreement. I the AEP system. CSOE differs in that the

metropolitan area of a single city dominates tts
The Ohio municipalities had opposed the service terntory, while the AEP system serves a;

| accuisition and later reached a settiement wnicn is much larger and less urbanized terntory it means
; now embodied in the Coordination Agreement. They that their profits and nsks ao not always follow the

are satisified that the agreement effectively serves same course. as shewn in Accencix II This diversite
their interests. We find that the Coordination is the pnmary source of the aavantages c!aimec fcr
Agreement meets the intent indicated in our earlier the procosed affiliation and in our earlier decision
opinion. The Coordination Agreement is not we have examined at length the economic and

'

conditioned on the proposed legislation. technical consecuences of incorporating CSOE inte
AEP's integrated electnc system we have

11. The Schange Offer concluded that they would be favurable

Saction 10(bX2) of tt.1e Act crovices that an If the CSOE stocknolce'rs accept the excnange offer.
application for an acquisition of utility assets or they will nct thereby 3Dandon theer interest in CSOE
securities should be denied if we find that "the entirely. In substance. the present CSOE'

consideration to be given. directly or indirectly, in shareholders will accuire a 14.99.4 common stoc*
.
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interest, througn AEP, in all of its operating electric the six years, the average was 13.32%. and ''1e ten
utshty comoanies including CSOE. while the present year average (19691978) was 12.41%. Apoencu I
AEP shareholders will gain the remaining common

includes hke data in terms of book values. snowincaequity in CSOE in exchange for 14 9% of their six. year everage of 14.27% and a ten year average nf
interest in the otner operating companies. There will 13.81%. Measured against tnese averages, an offer
be no other essential enange in nature of the of 14.9% of the AEP common stock, uncer the terms
investments of either group of sharehciders, or of of the exchange yields a significant advantage to tne
ineir rank. CSOE stockhoiJer. Appendix il presents

comparative data relating the terms of the exchange.
The reasonableness of the excnange tcns on a 1 share of CSOE for 1.3 AEP shares, to net inccme.
companson of :ne common stocks in terms of dividends, book value anc market onces. They are
capitalization. income and book values. Pertinent consistent with the results based on total net income
data are set fortn in Appendices I to VI attacned and book values, as noted above.
hereto.

As Appendix VI indicates. AEP's capitalization has
Appendix VI sets forth the capitalization of AEP grown 3.77 times between 1967 and 1978, as
(consolidated) and of CSOE for the years 1967, compared to CSOE's growth of 4.36 times. In the
1972.1975 and 1976 For the utility industry years 19671975. AEP common stock has generally
capitalization is also a good indication of relative sold at market prices relatively higher than the
size. CSOE's capital structure nas generally been prices for CSOE snares. Penodic sales of new
more conservative than AEP's. At year.end 1978. common by both companies tnus brougnt more
debit was 51.2% of total capitalization for CSOE: it capital per share for AEP than for CSOE, and the
was 55.7% for AEP. Common aouity was 32.9% fer initial CSOE advantage in book value per snare gave
CSOE and 31.6% fcr AEP/ CSOE's accounting way in favor of AEP. As shown in Appendix 11. at the
policies have also been somewhat more end of 1967. before the offer.1.3 shares of AEP
conservative than AEP's.' but the differences are not represented, in book value. 0.87 of a CSOE share,
significant enough to reouire restatement of CSOE's while at the end of 1975. book value was 1.10. The
accounts to make them wholly consistentwith AEP's. changes in the three years following are not
They call, though for a little added weighting in significant. AEP's reported earnings grew fasterinan
CSOE's favor in reported income and capitalization CSOE's from 1967 througn 1971. CSOE moved
data. ahead in 1975 but has lost ground in tne current

pened.
For the purpose of measunng the fairness of the
tender offer, it is approonate to consider net income Generally, we give little weight to a nse in market
of CSOE and its contribution to the net income of the value felowing the announcement of the tender
combined system after the accursition. Such data offer.' Tender of'ers normally include a premium!

! appear in Aopencix I for each of the six yea s 1973 over market. whicn. as a result. affects the market
1978. in some of wnich net income exceedec 14.9h price after tne tencer offer is announced. But * hat is
of combined net income; in others it was less.* For not the situation uefore us. As indicated in Apoenais

11.1.3 shares of AEP sold at a substantial oremium
over one share of CSOE snortly cefore the crocesed

! tender offer was maoe public, and market
'For 1967. debt and eouity were 51.5% and 36.8h. premiums. at greater or lesser percentages.
respectively. for CSOE. They were 55.3% and 31.7% continued thereafter. An exchanging s.1arenoicer
for AEP (conschdated). wno hopes to sell his AEP shares would fina the

prospect of a market premium persuasive ano
'See far example, accounting for unbilled revenues. valuable.
Appendix IV. note b.

| Section 9(a)C) coes not demand a mathematicai
'In 1978. CSOE's reported earnings declinec by eouivalence of values for tne terms of the excnange

! 39h it attnbutes this decline to a maior coal strike. a A voluntary excnange recuires some acvantaW
bliz:ard of exceptional seventy and ceiays in typically a premium in orcer to induce acceptance

j aalustment of allowed rates. of the tender offer. Section 10(b)(2) recurres oniv
that there be "a fair relationship" to investment and

'Pennzoll Comcany. 43 SEC 709. 736-37 (1968). earnings between what is offerec and tne secuntie'

584/SEC DOCKET Volume 19. No. 8. February 26.199
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to be acquired. We find on the basis of our analysis. exchange with the preferred stockholders will not
the terms of the exchange in this case are within the take place unless the accuisition of the CSOE

,, bounds crescribed by section 10(b)(2). for the common stock by AEP is completed and declarec
shareholocrs of CSOE and for AEP. in so concluding effective..

with resoect to AE?. we taka also into account the
acditional cost to i EP as consecuence of the Prior to 1968, when AEP's tender offer was
proposed recapitali:auon of _ CSOE. as described announced. CSOE had outstanding two senes of
below. We note, as we have previously found, that preferreo stock.' Since 1968. CSOE issued six
substantial benefits may oe expected from the additional series of preferred stock. and tne total
integration of CSOE into the AEP system of wnich. preferred stock currectiv outs *ancing. inclucing the-
however measured and considered. about 85h will 540 million series issued in 1978, has an aggregate
inure to AEP and its stockholders. par value of 5158.354.000. Their annual dividene

-

requirements tctal 513.9 million, representing ar:
111. Recapitalization of CSOE effective cost of 8.77%.

The reorganization agreement. dated June 30.1979
as amended. between AEP and CSOEincludes some Section 368(a)(1)(9) cf the Internal Revenue Code

of 1954, as amended, recuires for a tax freenew provisions whien relate to CSOE's preferred
stock. Under this agreement. CSOE proposes to reorganization an acauisition of at least 80% of the

r6 tire seven of its eight senes of preferred stock by voting stock and 80% of all"other" stock. In the case
of CSOE. such"other" stock is its preferred stock. Atrepurchase for cash up to $80 milhon or by

exchange for a new p eference stock.' or both. This f rst, wnen AEP proposed its tender offer, it was

proposal is not subject to our approval under the stcted that CSOE would redeem its outstanding two

Act.' It is an accommodation to AEP. linked to the
series of preferred stock, the redemption price then

tax free exchange upon which AEP's tender offer is amounting to $20.5 million." The prospectus for five
of the six preferred stock issues sold oy CSOE sincepredicated. CSOE's proposal to its preferred

stockholders and the tender offer of AEP are
1968 stated that, if the CSOE common stock is
accuired by AEP unoer the terms of its tenderoffer,i interdependent. and the repurchase and the
CSOE will redeem its preferred stock at the
redemption prices plus accrued dividends to the,

'At a meeting of CSOE sharenolders on Apnl 24 date of redemption." This statement was not made
1979, a charter amendment was approved whien in connection with the last senes of 540 million. The
created a new class of preference stock junior to the redemption price for the seven senes of preferrec
preferred stock. stock totals $133.1 million, wnien incluces a 314.8

million redemption premium.
'An accuisition of the common stock does not
generally require the acouisition or, retirement of the CSOE is now proposing an attemative. It wil!
preferred stock, save in exceotional circumstances. repurchase each of its series of preferred stock
See Illinois Power Company. 44 SEC 140,148-152 (excluding the last senes) at tne redemption price
(1970); Michigan Power Co.. HCAR No. 20569 (June for cash up to $80 million with funcs borrowed for
1.1978). the purpose. If the requests for cash should exceec

580 million recurchases will be prorated. anc
"These two senes. 5100 car value per share. have an preferred stockholders may receive cash and
aggregate par value of about 519.3 million and their pre:erence stock. Preferred stocknolcers may eiectredemption once is about $20.5 milhon. Their to exchange all of their stock, at the apohcable
dividend rates are 54.25 and 54.65 respectively. redemption once. for tne new preference stock..

Those who Choose neither Course will retatn the'rUFor a lummary of psetinent data regarding the stock, with no change except as to vot>ng ngntspreferred stock, see Appendix Vll. Concurrently with the tender offer, tne common
stockholders of CSOE will be asked to vote on a"Some of the preferred senes include as a term of proposal to confer voting rights on CSOE oreferred

issue a provision that. .f it redeems one series of and preference stock. In AE?'s oornion. common
preferred before a specific date. CSOE is required to stock and voting preferred are a single class forj ,) redeem all other outstanding senes the cnticaldate ourposes of a tax free exchange and 80'.e,

has passed for some of the senes but not for others. acceptance by the class so constituted would satisfy
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tha requirements of the Code. On this assumption. met the standards of section 10(b)(2), we have.
acceptances of the tender offer by holders of 88% of considered these costs to AEP as well.
the common stock would be sufficient. ,

Section 10(b)(3) provides that we aporove an
The interest rate on the borrowed funds will De acquisition unless we find tnat such accuisition wa;

: determined by negotiations with the lenders. The unduly complicate the capital structure of the
dividend rate ('l be fixed in lignt of current yields holding company system of the applicant.. "In the
about the time the offer is made by CSOE to its proceeding before us. the applicant is AEP. and m..
preferred stockholders. The Public Utihties transaction subject to our approvalis its accuisition
Commission of Ohio, by order of Octooer 3.1979, of the CSOE common stock. CSOE's propos.o
authorized 580 mill:on in notes and theissue of up to regarding tne CSOE preferred stocknolcers. tnough
1.331.400 shares of preference stock.a reserving not recuiring our approval. must be consicered by us
juri: diction with respect to the dividend rate. The to deurmine whether it would produce tne

preferred stock senes suolect to the offer amount to complexities desenbec in section 10(b)(3). We finc
5118.354.000 in par value, and dividend no such statutor; complexities.
requirements for these series total 510.089.726. an
effective aggregate cost of 8.525% annually. CSOE The following table shows the capitalization of CSOE
proposes their retirement at the aggregate actual as of December 31.1978. and pro forma.
red'emption price of $133.139.960 by repurchase assuming the issuance of the minimum and
and exchange, as noted, at interest and divicend maximum amounts of preference stock (in

rates that, in light of current yields and interest costs, millions): p 7
are expected to exceed dividend costs on the seven ,c,u ,, o y, y,,,

series of preferred stock.
Notes and cur.

unt matuees 6o 5 mm 5 M 63
Originally. AEP estimated or assumed, tentatively Wmm em m 45 2 m 4u m as
perhaps, a 10% cost on berrowed funds and yield on

s 646 SL2 5 726 57 6 s 649 us
the preference stock. This would amount to

Deened taas 42 34 42 34 42 34$ 13,314.000, comparea with $10.090.000 in enesm Sa 123 40 3a e 3I
dividends on the preferred stock senes that the

#'" *
.

,

loans and pref erence stock would replace. Since the
- - 54 42 m to 3.smrecapitalization plan is intended to facilitate AEP's

mm n e ue 45 329 400 31 7 aco 317
tender offer, the difference of aoout 53.2 million in

ai n2n too o n.2n tco o n.2.n 100 o
senior charges, less tax adjustments for interest,
must be regarded as an add tional cost to AEP under The pro forma (maximum) assumes a fu!I exchange
its tender offer, of which incider. tally about 15% will for preference stock, allowing only an accition of
be absorbed by the common stockholders of CSOE about 53 million in short term cebt to pay for

as stockholders of AEP after the exchanga. On the fractional shares. This pro forma coes not differ
basis of 142.6 million shares of AEP to be much from the actual." The pro forma (minimum)
outstanding, this decline in CSOE net income shows a significant increate of dect tnat 'ncloces
represents 2.3 cents per share. Each additional one 580 million for the repurchase of the preferred
percent in rates would amount to about 51.33 stock. The increase in snort term cebt to 12.5 .'t

million in senior cnarges or 0.9 cents per share pro forma is not excessive. The effect on the
(before tax adjustments). In previously concluding consolidated capitalization of AEP is minimal." The

that the termsof theexchange underthetenderoffer increase in short term ceot is in any event temporan
and in due time will be refunced by permanent or
long term secunties uncer tne standards of the Nt

"If all the preferred stock is exchanged.CSOE would We do not consider the increase in ceot, temporan

issue pref erence shares at 5100 par value per share. as it .s. to be of a magnitude that should bar the l
paying cash in lieu of fractional shares. acquisition by AEP under section 10(b)(3) )

I
"The preference and preferred stock wauld We have considered also the issue of tne preferenu i

constitute 13 4% of total capitali:ation as compared stock in terms of section 10(b)(3) and AEl'i |
with 12.5% for the preferred stock now outstanding. proposals as conditions to our approval of its

accuisition of the CSOE common stock Tne
'$$ee Appendices lil and VI. recapitalization of CSOE oy the issue of a ninn"
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preferred stock is due to the size of the proposed AEP has agreed to file a plan, jointly with CSOE. torefunding. It considered $80 million as the retire any such minority interest pursuant to a plan
g maximum it would borrow. and cnarter coverage under section ll(e)."limitations precluded tssuance of a sufficient

amount of its existing class of preferred stock to The issue of AEP common stock pursuant to its
cover the balance of the refunding. The effect of the

tender offer meets the standards of section 7.new c! ass of creference stock is minimized by Competitive biccing is not accropriate for tne !ssue
conditions: (a) that CSC E will not issue any shares of of shares in an exchange offer of the kind involved in
preference stock in accition to those issued under this proceeding. Our order will. therefore. grant anthe offer to its preferred stockholders; (b) that in exemption from the competitive bidcingcomputing coverages for the issuance of CSOE reauirements of Rule 50.
preferred stock under its charter, there will be added
the dividenas on the outstanding preference stock:i' The solicitation material which AE? proposes to
and (c) that within 12 months necessary steps will b?

send to CSOE common stockholders in connectiontaken to have its corporate charter amended to
include these concitions.

with its tencer offeris subject to section 12(e) of tne
Act and the proxy recuirements under Rule 62. As
the record is incomplete, we shall reserveit is not necessary to consider in detail these

conditions at this time. They are sufficient and jurisdiction with resoect to scch solicitation. A cocy
of this Suoplemental Men orandum and Order

aceptable for purposes of this proceeding. When
should be included with such solicitation matenal.

these charter amendments are submitted to us which shall state that our approval of the exchanepursuant to section 6(a)(2) of the Act, we shall
offer is not a recommendation that stockholdersconsider these and cther amendatory requirements accept the tender offer. Our approval is only a

'

under the standards of section 7(e) of the Act and determination that the excnange satisfies the
our Statement os Policy relating to preferred stock.
Of course, a sale of preferred stock by CSOE as a

requirements of the Act. Each CSOE stockhoicer
must decide for himself, after indepencent

subsidiary of AEP is sublect to sections 6 and 7 of the
Act. whether the proposed charter amendments are consideration of the facts proviced to him whetner

) then in effect or not. to tender his shares for exenange.

IV. Other Matters The common stockholders of CSOE will alsc ce
solicitec for their pre xies in connecticn w:th the

Section 10(c)(1)of 5e Act provides that we may not proposal to grant general voting ngnis tc OSOE's

approve an acpuisition if. among ether things. it" ..is preferred and prete. ence stock. A favoracie vote on

detnmental to the carrying out of the provisions of this proposal will te effective only if, as notec.

section 11. " We have held tnat the existence of a holders of about 88% of CSOE's common st:en
minority interest is contrary to the standarcs of accept AEP's tender offer Since tn:s pro csal anc
section ll(b)(2).F and, in the instant case, such AEP's tender offer are thusinterrelated. a solicitation
detrimental effects may anse af AEP shoulc accuire in respect of both under a sint;te set of d0cuments
less than all of the outstanding CSOE common stock. and a single form of proxy should be considerec. Ine

feasibil ty of proceeding in this manner uncer our
regulaoons should be discussed witn tne
Commission's staff, if AEP and CSOE so cesire.

'*lt is stated tnat this extenced coverage snali not
apply to the issue of preferred stock of an AEP proposes to account for the accuisitron as a
aggregate par value ecual to cash paid by CSOE to pooling of interests. and this is acceptabte it will
repurchase preferred stock under its offer. or to record its corporate ' investment in the CSOE
preferred stock issued to retire any outstanding common shares at their book value in CSOE's
series of preferred or preference shares.

accounts, and AEP snares issuec in excnange will ce

" Northeast Utilstres. 42 SEC 963. 968 (1966): Lynn recorded at the same amount. AEP wi!! cred:t tne
Sectnc Company. 40 SEC 828. S33 (1961). appropnate sub account of its retained earnmgs

account, under the eouity method cf accountmg.
with the equity in CSOE's retained earnings of the) " Northeast Utilities. 43 SEC 445 (1967); Amencan
CSOE common shares acquired. It will credit the car

Electnc Power Co. 43 SEC 942 (1968).
value of the AEP shares issued to its common stock
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issued account, and the balance, also representing IT IS FURTHER ORDERED tnat the issue of AEP
CSOE statec capital. to its other paid in capital common stock pursuant to its tender offer be. and it
account, in accordance with Rule 26(c) under the hereoy is. exempt from the competitive Deccin;;
Act. requirements of Rule 50. and

The record as to fees and expenses in connection. IT IS FURTHER ORDERED :nat jurisdiction oe. and it
with this proceeding is not complete. We therefore ' hereby is. reservec with resoect to (a) the solicitation
reserve jurisdiction witn respect thereto.- of CSOE common stockholders under the tender

offer pursuant to Section 12(e) of the Act anc Rule
in our earlier opinion, we reserved jurisdiction to 62; and (b) fees anc expenses incurred in this
consicer the acquisition as it relates to Colomet. inc.. proceecing and
a nonutility subsidiary of CSOE. This reserved
jurisdiction is hereby continued. IT IS FURTHER ORDERED that the jurisdiction

reserved with espect to Colomet. Inc.. ce. and it
Ori the basis of the foregoing findings and hereby is continued.
cenclusions:

By the Commission.
IT IS ORDERED that the Applicatior Declaraticn. as
amendec, of AEP to acoutre. by tender offer. the Gecrge A. Fitzsimmons
common stock of CSOE in exchange for common Secretary
stock of AEP be, and it hereoy is, granted and
permitted to become effective forthwith, subject to
Rule 24 and the commitments and uticertakings
noted heretofore; and

APPENDIX l

COLUMBUS & SOUTHt 'N OHIO ELECTRIC-AMERICAN ELECTRIC FOWER COMPANY
ANALYSIS OF EARNINGS AND COMMON EQUITY

(In Millions)

CSOE Net Income AEP-CSCE Com- ta> CSCE Common 4E=-CSCE Com- 2 ,.,._
After Preferred bened Het income (a c)

~

E:wty c,nec Common (c d)
y cov After Pref E:urry

(a) (a*C) (c) (C+d)

1973 = $22 $197 11.17% $192 51.516 12 66%

1974= 516 5193 9 29% 5193 51.715 11.25i
1975 = 536 5226 15 93% 1267 51.976 13 51"

1976 = 546 5276 16 67% 5356 52.309 15 42'

1977= 544 5279 15 775 5422 $2.623 16 09'
1978= $27 1263 10 27% $415 s2 790 14 8''
6 Years (1973-

1978) = 5191 51.434 13.32% $1.945 512.929 14 27'

10 Yea's (1969-

1978) = $249 52.006 12 41% 12.394 517 332 13 81

SOURCE Form 10 K for AEP and CSCE. Moody s puche utihty Manuai

.
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APPENDIX ||

p COMPARICON OF 1.3 AE? COMMCN SHARES.

WITH ONE CSO COMMON SHARE
AT THE END OF EACH CALENDAR YEAR

Recorted earnings per 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978
1.3 AEP snares 2.60 2.73 2 86 2.99 3.09 3 24 3 54 2.5C* * 3 07 3 29 3 12 2 94
1.0 CSO snare 2.55 2 49 2 59 2 42 2 13 2 65 2 97 2 04 3 60 3 71 3 05 1 73

AEP as percent of CSO 1 02 1.10 1 10 1 24 1.45 1.22 1 19 1 23 0 55 0 89 1 02 1 70
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~.

Dividends per,-

1.3 AEP snares 1.90 2.00 2.07 2.15 2.21 2.29 2.40 2 57 2.60 2 62 2.70 2 77
1.0 CSO snare 1.54 1 64 1.72 1.76 1.80 1.84 1 92 1% 1 98 2 08 2 23 2 22

AEP as percent of CSO I 23 1 22 1 20 1 22 1 23 1 25 1 25 I 31 ! 31 1 26 1 21 1 19<

" " " " " ~ ~ ~ " " ~ ~
*

Boon vatue oer

1.3 AEP snares 17.36 18.19 19.96 21.58 23.45 24 40 26.16 27.17 26.73 27 25 27 79 27 ir0
1.0 CSO snare 19.96 20.79 21 64 22.20 22.82 23 80 24 95 25 03 2431 25 46 26 33 25 69

AEP as percent of CSO O 87 0 87 0 92 0 97 1.03 1 03 1 05 1 09 1 10 1 07 1 06 1 09
- - - - - - - ==== mens m-s - ==ms

Year end marnet ortces per

1.3 AEP snares 48.75 49 08 39.16 37 05 39.49 39.00 32.50 18.69 27 30 33.15 31.69 2746
1.0 CSO snare 37 00 44 25 29 75 29 38 27 50 28 38 24 16 12 25 23 00 27 00 25 75 21 00

AEP as percent of CSO 1 32 1 11 1 32 a 31 : 44 1 37 1 35 1 53 1 19 1 23 . 19 1 31
meer - - === sums amm - === mumm amma - -

"Pnces of January 19,1968. immeciately Defore announcement of orc:osec tencer. usec
" Excludes 1974 accounting revision. 58' per snare.

.

Y
.

1
1

*
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. CONSOUDATED SALANCE SHEET
DECEMBER 31.1978

(in millions)
CSOE Caoutar

Recapital. Pro forma AEP Comconec aaten

CSOE' aatoon a 12 31 78 Consoncated Pro forma Percent

Utility Plant-net
5507 5.'.1933 53.700

. Generanon
180 1 043 1.223

| Transmission
254 '35 1.189

Distneution
25 94c 119

Generai;
3 1150 118

| Heic for future use
5969 55.380 56.349'

243 780 1.223
Construction in progress

26 363 389
[ Mining clant -

185 185' -

Otne coai procerty
5 72 77

wsceilaneous orcoerty
1 5 6

investments e.
48 48-

Excess ecst of subsiciaries .

! Plant and investments f $1.244 57.033 58.277

89 791 380
Current anets

27 239 266
Deferrec cebits

Assets (no enange) 51 360 S? Of 3 59 423
,

| Accruais and accounts cayaole 596 5- 596 5494 5590 -

I Notes and current matunties 76 80 156 549 705 80

Long term cent 570 - 570 3.637 4.207 479

Ocerating reserves and otner 3 - 3 48 51 -

Liaoihties anc reserves $745 580 5825 54.728 55.553 55 9

42 309 351 4.0
Deferred taxes and tax crecits 42 -

S eferrec stock-coerating comoanies 158 (118) 40 651 691 79
t

| Preference stock - 53 53 - 53 06,

415 (15) . 400 2 375 2.775 31 6
! Comr-en equity

$1.360 50 51.350 53 063 59 :23 100 0
- - - - - - - - - - - -

*inctucing Simco Inc. (mining) anc Cciomet. Inc. (real estate). wneuy.cwnec. excect for a 55.417.000 Simco installment note.

|
suaranteen ey C50E.

a Assuming 100% tencer of ehgible CSOE preferrec stock. and eiection of maximum casn oayment. To tne extent cre' erred is not
if iess casm istencereo. the oro forma outstancing preferred will be larger and the new securities ano tse premium mit ce smalier

c

! eiectec. the amount of borrowing will be reducec anc the amount of cref erence stock increased No aclustment nas teen mace for ttv

subsecuent refuncing of the borrowings.

O inctuces accroximately 543 rmthon of nuclear fuei

c includes about 13 mi ion n' e'ectne olant accuis. tion aciustments being amerti:ec CSOE compietec amom:ation efitsace .is tenll .

aciustments in 1978.
O Incluces about $95 mit'.un of cometered construction in tne precess of ceing otaced into service

' Principally investment of botn comoanies in Onio Valley Electric Coro Tne AEP system nas a 37 2 % anc CSCE a 4 3 camcipanc"

tne caiance being owned by otner utility companies

Based on state reguiatory pohcies. neitner system nas capitan:ec icng term leases Leases capitantacie uncer carrent generrf

accounting standarcs are icentifiec .s follws=
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CSOE AEP TOTAL I
Nuclear Fuel. -

5 5143 5
. . ... . .

coas mining & transoortation i,

( 135* . . ..

Real estate .
31. . .. . .

Other
78. . . . .. .

Total.. 28 5387 415
.. ... . . . .

Less amortization . (6) (135) (141). . ..

Net leases. y g 5g.. .. .. . .

Lease oo..gations g g C. . . . .

.

APPENDIX IV

AEP consotrastec 1973 1974 1975 1976* G 77' 1978
KWH sold (in milhons) 74 912 75 858 75 917 84 913 al865 ES 932- ---- - - - - - -Operating revenues 5979 5s.333 51.525 $1633 52 C29 52 367
Operating escenses:

Fuel 5289 5571 5698 5753 5833 51.092Other operations 164 183 184 192 226 208
Maintenance 74 87 82 103 136 163
Decreciation 115 128 156 180 185 204
Taxes-non income 63 73 91 104 129 145
inconie taxes (14) (12) 9 29 48 51

Operating expenses $691 51.030 $1.220 51 351 51 557 !! 853Ooerating mcome 5288 5303 5405 5472 5472 55 5I Other income-net 10 4 3 6 7 3AFUDC-gross a 88 119 82 69 95 95Interest-gross a
(187) (259) (262) (273) (296) (335)

Preterrec civiconcs (25) (31) (38) r44) <45) -(52)
Ccrisohcated income. arter sucs ciery*

preferred cividencs $174 5136 5190 1230 $235 $236Accounting aclustment b --e - -- ==-- --- -- -A
1]E

* As restated in 197810 K. The restatement reflected the outcome of certain rate cases. tut nac a 'elatively smail net ettect

a AFUDC inciuces the cortion crecirec to fined charges anc. in 1978. tne related tax aciustment
b

in 1974, the system commenceo recorcing revenue wnen service was rencerec rather than on tne rater odong care anc ceterr eg
accitional fuel costs until tne time permittee for inclusion of such costs in the memCer comoanies energy actustmen! clauses for rate
purposes. The non recurring aciustment reflected tne enanges in acccunts receivaoie anc cete*rea enarges.anc retatec tai accounts,
ts, to mame tnem consistent with the new e count.ng procecures.

!

.

.
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APPENDIX V

i- CSO 1973 1974 1975 1976 1977 1973
KWH solo (in maisons) 7':6 7.767 7.851 8.133 8.727 8.6;%

Operating revenues E 7[9 E E E N
Oceratung escenses:

Fuet & ourenaseo co*er 536 562 588 590 599 5131
Otner ocerations 28 32 35 43 53 66
Maintenance '5 16 20 25 25 34

Deoreciation 19 21 23 24 31 36

7ames-non income 17 20 21 24 29 32

income taxes 3 (4) 11 7 7 1

Operating encenses 53 $147 5198 5213 5244 3300
Ooerating income 540 542 561 567 576 566

Otner income (inct. coal coerations) 1 2 3 1--

AFUDC-g oss a 6 8 14 24 22 23
Interest-gross .(21) '(29) (35) (40) (44) (51)
Preferred enncenes 2) (5) (6) (8) (101 (12)

Net income aner preferrec cividenes 122 516 536 546 544 127

a inciuces AFUDC creditac to faaec citarges. anc. in 1978 related tan aclustment.,

t

APPENDIX VI

Caortarrration Amounts (on matronst p=ecenta ges

AEO Conse' rear *e 1967 1972 1975 1978 1967 $ 1975 1978
Long-term cect $1.050 $2.280 $3.088 53,637 52.6 54.9 51.7 48 4

Sank loans & current

maturities 52 248 463 550 2.7
'

6.0 78 73
Debt $1.102 52.528 53.551 54.187 55.3 60.9 59.5 55 7

Deferred taxes 158 149 182 310 7.9 3.6 3.0 41
| Preferred stock 101 358 533 651 5.1 8.6 8.9 86

Common & paid in capital 429 744 1.218 1.794 31.7 26.9 28.6 31 6
Retained earnings 204 373 489 y j* * *

Total $1.994 $4.152 55.973 57 522 100 0 100 0 100 0 1000
~ ~ ~ ~ ~ ~'

CSOE

Lo.,g term ceot 5133 5257 $447 1570 46 0 47.3 51.1 452
Bank ioans & current

'

maturities 16 49 36 76 55 00 41 S
'

Debt $1 9 5306 5483 5646 51.5 56 3 55.2 51 2
'

Deferred taies 14 23 31 42 5.0 42 3.5 31
Preferrac stock 19 53 93 158 6.7 98 10.7 12 e

Common & paid in capital 48 78 159 286 36 8 29 7 30.6 32 *
'

Retainec earnings 59 84 108 129 j* * *

Total 5299 154J 1874 51.261 100 0 100 0 100 0 100.:=0- - - - - - -

*Retainec ear 9 ngs inclucec in common ecuity
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APPENDIX Vil

. -( COLUMBUS & SOUTHERN OHIO ELECTRIC
PREFERRED STOCK

(000 omitted)

Divscend Year of Recemetron Price Annual Crvrcenc
Rate issue Par Rate Amount Present 10 :
5425 1945 510.359 5110 $11.395 5440 $1. 3 9
5 465 1952 8.995 101 9.085 419 9C9
510 00 1976 18.000 109.5 19.710 1.800 1.97i* 5 7.52 1972 16.000 108 17.280 1.203 1.725
5 8.52 1974 20.000 108 21.600 1.704 2.160
$10.52 1975 20.000 115 23.000 2.104 2.300
5 9 68 a 1976 25 000 124 28 31.070 2.420 3.107

5118.354 5133.140 510.090 513.314
5 9.50 1978 40.000 120 NA 3.800 3.800

5158.354 113.890 517.114
Premium 14.786

5173,140
Less cash--

maumtm (80.000) (80.000) -o
$113.140 553.140

a Actually $25 shares, witn dividene of $2.42 and call once 531.47.
b Interest charges would rectace up to 58 million of preferred dividends.
C't Actual dividenc rate to be fixed at time cf offer.10% usec tentatively by aoolicara for purocse of comparison

h

i

4

4

.

.)
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^ O3 PD ^ m att u4InD SanS ctsmIc: c3ne e "- * - -(Mh.[a FCR TIE GOLIIME"|1 DIS.* IICT T OLIO
EAS?,i:itN DIV.ISIO4 .

.

In ene tiatter of : APPLICATIOJ CF "HE wM"'IES
M3D CCiNCE C7'.WICN 'IO

N7JtICMI C2CNIC MMER CNPNff, INC. : - CFJtCE NtWISING CF A PLAT!
C014*S]S N:D S0WiEit! OtIO CZCDUC C:NPNff PURSL,N!? *:0 SECIO:S ll(e) N:D

: 18(f) 0F OIE it"8LIC UTILI7f
h?I.0DG C3GN.T ACT CF 1935

O -8-80-9398'

73 UIE H310PAIEE CUDGES T 5?E CIVIL E TIO:20.
Cf3ITED ST&"i|S DIS"RIC7 CL*Rf IUt
T{E SCU5fCtl DISTRICT OF OtIO,
EASTERN DIVISIGI .

* The Securities and Exchange Cwaission, by its attetmeys, resoec dully

states: .

1. ".his ac". ion arises under the Public Utility Helding C@ny Act of

1935 (*Act") (49 Stat. 803 (if35), 15 U.S.C. Section 79a et sec.), as

hereinafter rore fully appears. Pertinent provisions of the Act are reproduced

in Exhibit A.

I 2. American Electric Power Cc:rcary, Inc. -(*AEP*), incorporated in !!ew

York, is a public utility holding amoany registered as such with the

Seearities J.nd Exchange Comission ("Comission") pursuant to the Act.

3. On February 13, 1980, the Cc:nnission authorited AEP to ac? aire the

outstanding c:nren stock of Colt: x:s and Southern Chio Electric Oc:T:any
, ,

("CSCE"), a puolic utility expany incorporated in Chio, through a tender offer

of 1.3 shares of AEP comon for each comon share of CSCE.
.

4. *:he C:nnission's Supplemental :1a.morandan and Cefer of February 13,

1980, approving AEP's ac:;uisition of C3CE (Holding Co.gany Act Release :3o.-

21433), stated that AEP had agreed to file a plan, jointly vith C3CE, pursuant

to Section lite) of the Act to retire any publicly-beld ::inority interest that
,

e

remained after the tender offer.

5. "broe;h October ll,1990, AIP had acgaired 16,096,3M shares, or

99.11, of the 16,410,426 outstanding sharec of c:=en stock of C5CE, purcu. int

to' the tender offer. AEP ard CSCE have filed a plan under Section Litel for ,

I

the mtirnant of the rmaining 314,063 pe,licly-held shares, er 1.91, of

CT,E's cr.m stock. A ccpy of the plan, as 0.?nbt, is attached an Cxhihtt

S. i

i*

6. "Sc plan p.m tdes De the issuance bf N.? cf s . arcs of its co..ron i

sts:k, per v.ibe 56.!0 Inr iur 9, t'tewjh ... exc.a;c synt, in m%r,Je 2e
*

.
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,the publicly-held shares of CSOE's amren stock cn the basis of 1.3 shares of

AEP canam stock for each share of CSOE caron stock.

7. On July 15, 1980, the Cbusnission issued a Notice of filing of the plan-

(Holding Cagany Act Release No. 21656). Persons desiring to tr. heard in

connection with the plan wre given tntil August u,1980, to file an

application to rgqs.est a hearing. Such notice ws ;ublished in the Federal
. .

Register (45 Fed. Reg. 48757, July 21,1980) and a copy mailed to the last

known address of each stockholder of CSCE. A cepy of such retice is attached
4

. hereto as Exhibit C. -

8. No one requested a hearing concerning the proposed plan.

9. On October 30, 1980, the Camission approved the plan. It found, as

required by'Sectica H(e), that the plan as necessary to effectuate e.%

provisions of Sec. ion u(b)(2) and fair ard equitable to the persons affected

by it. Copies of the C::stetission's findings and Cpinion and related order

I (Holding Capany Act Palease Nos. 21758 and 21769), are attached hereto as

Exhibits D and E.

10. AEP and CSCE have requested that the Carnission apply to t.%
s

appropriate United States District Court pursuant to Sec.lon 13(f) to enforcej

and carry out t.% plan.

htuh, the C: mission respectfully prays that this Court, pursuant to.

Sections n(e) and 1S(f) of the Act, take the fonowing action:

a. Hold a hearing cn this application:,

.

b. Order AEP to give rutice of the hearing to all public telders of

record of the c:rron stock of CSCE by ail ard by ;ublication'

in such newspapers and in such form as the Court ray deem appropriate;

After notice ard cpport 2nity for hearing, apprcve the plan prepcsedc.

by AEP and CSCE as fair and ecuitable ard appropriate to effectuate

the provisica.s of Section u of the Mt; and to the extent recessarf

for the sucpeso of carryirn cut the pr5 visions of the plan, take

exclusive juttsdiction over C30E and its assets:
4

d. Af ter retice and cyrtunity for hearin;, issue an qprepriate ceder

enforcing and cartying 02t the plan by dirt:tinr] ACP to take such

steps as ruy b ncecssar/ to retiro the p2blicly-bcid minority inter-

cst in the c.r:tn stock of COE;

b._ _
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Enjoin all security holders in C30E, and all other persons, during thee.

pendency of these proceedings 'and after approval of the plan, from

taking any action interfering or tenhing to interfere with this*

proceeding, or with the artforcement or carrying out of the plan, or

ccupliance with the orders of this Court with respect thereto,
1

including the connancement oc prosecution of any action, suit ce,

proceeding, at law or in equity or under any statute, in any murt or

before any executive oc ad.nistrative officer, connission, agency or

tribunal, other than such proceedings tiefore the Commission or this
*

.

Court as may be pro /ided for by law;
!

f. Grant such other, further and different relief and enter such other

oNers or decrees as the Court may find to be appropriate.<

Respectfully submitted,*

James C, Cisse11
4

United States Attorney
~

. .
I

j
- Tnal Attorney

.

James E. Rattan
Assistant United Sta:es Attorney
85 Marconi Boulevard*

a

Rocra 200
Columbus, Ohio 43215
(614) 469-5715

.

!

J
.

Of Counsel

1

*is ttis *

i Ja,mes E. Lurie
Division of C: grate Regulation-

Securities rd Exc.w.ge Cear:tission
Washington, D.C. 20549
(202) 523-5683 -

Cated: ::ove-ber 6,1990

1

I
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EC4D1IT A

23 TIE IIII*ED SONI"S DISTitIC" C::01C
IVR ".HC SOUUCTI .DISritICT OF O!IO

FASTE1c! OIVISICr!

In tne Matter of : Oc D C A 70 APPLICA5 03 CF
T!C SECURCIES N:D CC"HNCE

A.*.StICN! E:#I*IRIC POWCL C:NPN.% DIC. : CDPftISSIO! TO C: FORCE PDCVI-

0:XCtEUS N:D SOUSIE:VI 0110 EENC C:NPN.T SIOtS OF A PLNi PURSUN.T 10
: SECOC::S life) N:D 13(f) CF

"".C WBLIC UIILITY ICLDUC
C:2tPN.T AC OF 1935

PDCDIC.T PROVISIO15 CF SIE PU3LIC UrILITY ICLOUC C:NPN.T ACT CF 1935 (49
S ta t. 303 (1935), 15 U.S.C. See* ion 79a, et sec.)

Section 11(b)(2) of the Public Utility Holding Conpany Act of 1935 (*Act")

- (15 U.S.C. Section 79k(b)(2)) provides as follows:'

"(b) It shall be the duty of the (Securities and Exchange]
Comnission, as soon as practicacle after January 1,1938:

4 ....

(2) To regaire by order, after notice and opportunity
! for hearing, that each registered halding c:r psny, and4

- each subsidiary c::rpany thereof, shall take such steps as
the f'mniesion shall find necessa:y to ensure that the
corporate structure or contint.*1 existeace of any agany
in the holding-c:rpany system does rot urdaly or
unnecessarily complicate the stracture, or unfairly or

.

inequitably distribute voting pe%wr anong security,
holders, of such holding-c:rpany systa.n. In carrying out
the provisions of this paragrapn the Carxtission s.all

,
require each registered holding corpany (and my expany
in the same holding upy syste:t with such holding
canymy) to take such action as the Comission shall find

- necessary in order that such holding c:::q:any shall cease
to be a holding m with respect to eacn of its
subsidiary c:mpanies which itself has a se::sidiary
cenpany utich is a holding a:q:any. Exceot for the
purIx>se of fairly aui equitably distrihuting voting pe-se'

arong the security holders of such c:rpany, nothing in,

this paragraph shall authorize the CO. mission to requira
~any change in the corporate structure or existence of any.

cenpany which is not a holding c:many, or of any cc: pany
whose principal business is that of a puolic-utility
corpany."

Section 11(e) of the Act (15 U.S.C. Section 79kte)) provides as follows:
4

*(e) In accordance with such rules and regulations or or:ler
as the Cannission c:sy deem necessary or appropriate in the
public interest or for the pcotection of investors ce
conswers, any registered holding co ,uny or any subsidiary

,
- corpany of a registered holding c:cpany :nsy, at any ti.ce af ter

Janus:y 1,1936, subnit a plan to the Co nission far the
divestnent of cartrol, securities, or ot!we asats, or for
otner action by such coe,uny or any subsbliary enuny throof
for the pnyv.c of enabling such enuny or :.ny subsblia:y

,

co pany ::wroof to c.wly with tM previabins M suo:a:etion
(b) of this soetion. If, af ter rutiec .wl y,uctanity for

.

hcsting, the C.>c:ti.<sion culi fin:t such plan, as .<ub-itte! ce
as miified, necessa:y t.s uf!xtuate tha previ; ions of

, subs.xtion (b) of this a: tion mi fair ;ol . ;oitaSt.2 to t!m
persons a!!eew.1 by exh plan, the C.t".*.imion dt.ill -de an

.

.. .* ..%%. ----e . . - . - . ~ . = .
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crdce approving such plant and the Comission, at the ryy.:est
of the mmpany, may apply to a court, in accordan e with the
provisions of subsection (f) of section 79e of this title,

(Section 18(f) of the Act), to enforce and car:y out the
teens and provisions of such plan. If, upon any such-
application, the court, after notice and opportunity fx-

hearing, shall approve such plan as fair and equitable and as
appropriate to effectuate the provisions of this section, the
court as a azurt of equity may, to such extent as it deems
nomeary for the purpose of carrying out the terms and
provisions of such plan, take exclusive jurisdiction and
possession of the c:mpany or conpanies and the assets thereof,
wherever located; and the court shall have jurisdiction to
appoint a trustee, and the murt may constitute and a~ point
H'a Conrnission as sole trustee, to hold oc administer, under

' direction of the murt and in accordance with the plan.

.retofort aggroved by the murt and the Comission, the
@SSets SC ;ossessed." - *

1

Section IB(f) of the Act (15 U.S.C. Sec. ion 79r(f)) provides as follows:
s

"(f) Whenever it shall appear to the Comission that any
person is engaged or about to engage in any acts or practices
which constitute or will constitute a violation of the
provisions of this chapter, or of any rtle, regulation, or

! order thereurx$er, it :nay in its discretion bring an action in
the proper district cour of the Unitsd Sts:%, or tre United
States courts of any deritory or other place subject to the
jurisdiction of the United States, to enjoin such acts or
practices and to e.tforce conplit. ace with this chaoter er any
rule, regulation, or order thereunder, and upon a proper
shcuing a per:nanent or tamporary injunct{on or decree or
restraining order shall be granted witbout tend. O.e
Conmission may transmit such evidence as :::ay be available
concerning sucn acts or practices to the Attorney Caneral,
who, in his discretion, uy institute the appropriate criminal
proceedings *under this chapter.".

.
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Ted:rol Ret:ister / WI. i!S. Nn.141 / h'ynday. Julv n.19?.o / Notiles

,

I
' Off. of Federal Statistical Po! Icy and Pensions and savings survey instruntent. 1.3 shsrcs of AEP common stock for

each share of CSOE. As a r:sult of thewave 5.Stundard 673-7974 tender.which tcrminsted June 20,1930.
6373-10 AEP acquired 13.870.873 s.*.sres (or,06.71

* * '

au Aanseur on asismov Sing!e time
percent) of thejs.410.4:s cutstancand

Agency Cesrnnce Officar--Diane W. Single family non-farm household. 3.500'

shares of CSC s co==on stock.Theresponses. 2.333 hours remaining $33.350 shares of CSOE.f.Ique 430 43:s .

Arnold Strasser. 3S5-G8a0 common stock are st:11 held by me=bers
*

New forme . . cm p . ..
of a

-

nQ, U ' e-j'pl $
\

N tionalS'udy of the PresitentialSolar Acrwgceporpasisacasc/ree:orforAepens , g n

onsunwr ,Wenesese June 20.1950. !! will, prior Io the.

sm ommam maos W effective date of the Plan (discussed .CS-440A/B - -

below). offer informally to exchange.'
*snaans cosa sm-u .

Single time
N:tional homeowner sample (440A) and under the authorization prenously

gr:nted by this Coamiss!an. Its cornmonsolar home wners (4408). A.000 SECURITIES MD UCH/W'aE Mares for CSOE c:==en shares on the
-

re.ponses. 3.3:3 hours
COMMISS10N M W hs dconm- sM ofJefferson B. Hill 335-7",40
[ReL No.21854 (70-4134X54-259)! AD for each co==en share of C307-

: ,,,,, ,, waan.Tw ano mua.am The principa'. te=s and provisions of
*

seaviess American Electric Power Co Inc.,and the Plan are as follows:
Agency Cearance Oi!!cer--Joseph I. Columbus k. Scuthern Chlo Electric 1. Prior to taa effective date of de

S trs id--n3-74ts Cet FIIing of Ptsn Pursuznt to Section plan each holder of record of
11(e) for Retirement of Publi:!y Held outstandbg co==en shares of CSOE

. .

,

. ,,# 7,*# Sharns of Co-ranon Stock of shallbe entit|ed (I) to au rights of such''

Alcohol. Drug Abus: and hiental Health S2:!d!nry record holders. Includ6; ce right to
.

vote and to reuive such dividends asAdministradon July 15.1380. Notice is hereby given
Directory of htbority Organigations that American Electric Power Cc=pany. ' may be paid on such sharts, or. in the

provifing servicss in alcohol. drug be. (**A Fir *]. Broadway. New Ycrk, alternative. (II) to deposit wi:h AEP cr

rbuse, and mental health 3,w ys 10004 a registared holding its a;ent his certiScate(s) for ce==en
i shans of CSOE b exdange for.

Sbgle dme Company. has C!ed wis this.
certincate(s) fer cc==en shares of AEPAdm. agen:y diree' ors or staff. 500 Commissien an amended plan (-P!an")

responses.125 hours pursuant to Section n(e) of the Pub;i: . on the basis of1.3 shares of c:==cn j
stack of AEP for each ce= men share of :

31 chard EIsinger. 335-68s0 Utilliv Holdbg Company Act of1933 CSOE: provided. however. $st neither.

("Act") providing for the retirement of AEP nor its agent shall be obligated to''#^"*"*"*** the publicly. held shares of coct=en !ssue and/or deHver any frs:t:=nal
Agesey r2est:nce Officer-Dc' nato E. stock of Colu= bus and Southern Ohio share of ce===n stock of AJ.P. but than
LaRue-633-3ns E!actric Co=pany (~CSCE'*). 213 Nbr*

* Froot Strast. Columbus. Chie 43ns. an b,e enutled to deliv'er to such deposit:r a
### elec:ric utility subsidisty. AU inten:sted c:eck repnsenting the value of such

fractionalin' trest en the basis of the
Offices. Boards. Civision persons are referred to the Plan, which reported c!csing sale price cf c:==o"
Questionnaire on offender based is s-arized below. i:t a ec=plete

stock of AEP or.' the New York Stoex.

* transaction statistics statement of the preposed transaction. Tx:n2nge on de business day preceding
7/ supplemental rnemorandi.= and!!S (series 6610) further 1st nen,e,xdan;e: anc prendedthe date of de

-

< Single time order dated February 12.1920 (HCAR ne AD not us agent
Stit. Anal. Ctts, of Crim. Just. Cou. In 5: No. 3433). AEP was authorized to snsU be ob!! gated to eneet,any sud

'

Sts (In. DC. Pr). M responses. 4Z hours se:luire de co==cn stock cf CSOE.3y exdang: upon a day wh::n sca" be a
supplemental order dated h!ard 5. record dste for the dete=ingtien ofOff of FederalStadstics! Policy a.2d -

Standard. 6734974 1980(HCARNo.21490). AEP was
6.ose shareholders or CSOE. or of AEP.. authorized to tender shares of its "no sh3II Le enti!Ied 1C receive a

ZNVIAoNhtENTA4. PAof tcTICN AOZMCY cornmon siteck in exchange for sharcs of divide.- or to vote or fer s:=e other
common stock of CSCE. on the c: sis ofAgency Clearance Cfficer-Henry F.

On and aher e.e eCecdve date d-
* *

im cmu of massemesi and s. dust aa. the Pf art. holders of cerni: cares for' .

N wForn2s esprovea c:earanc, or in. Pre nzens . cerimiss.on
cor . mon shares o' CSCE. Other Sanon Pension Pelicy's Pes ens art Savirts Survey

.ew Scurce Environ =catal 3,,,um,3i woe. :, ,. ., ,o reihr- resider AEP. shall cease r have any rights as..

QJestionnaire
nonficat.on of receipt because of the u.ge is tme shareholdcrs of CbOE. and shall bec3me

,

constraia'$ madst =ba ce c e -mu.co m. : own=rs and record holdr.rs of sh:res of -02 occasiort pre:=re its fin.I reperi is is. Pre.. dent and the
common stuck of AEP on the b: sis of 1.3ptent.cl air and water pollution c n;re a.

d!scharges. 300 responses. 3.400 hours m c , ,,,,;. ,,,,..t. ,,c,.a m eadat.seon shares of common stock of AEP for each .
Edward H. Clarke. 395-7340 proposed petic;es br rettsary two = ses cou.4 common share of CSOE so held.

have e sul.steassal effect on t!.e eta::vey as * 3* O** '**'* e effectis : da te c' '~'*a P!an**

sZsC*.rTTve omet of rNS PNeslOcMT (oTHEA)
whoie. to accur T.csh tbs tosi and inc r;,or4te the CSOE sh3U issue to and in the name ofc:ucial results from the second we.e or ths study

Agency Cear:nce O!!!cer-Robert J. tai the nr.. report, uvnew.i. cic.raxe ... AEP one or more certifi:s'es
reprr'senting sil of the commen shares o

Roeder-3tG .3132 nece** ty.

N m.ad meee.f the Pen..m. .ad s. cia:s CSOE which shall be chan;;rd pursu:nt

UIn .U.$. s N er
to the Pl n inte shares of common stock'''

*
*

.
of AEP. :nd AEP sh.tilhecume as of s.ndi President's Coc=tission on hns. ton c : ,,uy ,i,, n,,3.i.:,,,, unn sas
effecGvc d.de. the on ner and recordPoucy prem..:r ct.s. rat,

.

*

I *
.

i
"*

'**
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holder of all of the outstanding common set forth in paragraph :sbove sad the which have not previoasly b:en

funds formerly huid for t!'c ac:ount of deposited.
De fees and expenses to be incurredshares of CSOE. .

4. From and after the effective date of
such holder by AEP's og:nt pursuant to In connection with de pt posed
paragraph 4 above to be paid by AEP.the P!:n.the holder of any certificate A!! such funds delivered by its agent to

transcetion will be supplied by
previously representing common sharcs AEP pursusnt to this paragraph shall be amendment. It is stated dat no State
of CSOE shalt upon surrender of such

held by AEP as part of its ;cncts! funds commissics and no fedoni commission.
other than this Cor' -4sion. hascert!Ucate (or certificate issued in lieu and may be usad in its business. Such
juttsdiction over the proposedthereof) to AEP orits a; cat, be entit!cd funds :hallnot be required to be set

to receive e certincete for shares of aside. held in trust, paid over to any t.-snsaction.
Notics is further given that anycommon stock of AEP. upon the basis entity, or segregated for holders of such Interested person may, not later thsn .speciDed in paragraph 2 above. No certificates, act shs!! AIP be under any

August 11.1900, request in writing that a* rational shares of common' stock of AEP
shall be issued in cenacetion with the

obIlgation to record in its ac:ounts any hearing be held on such matter, sta:ingreserve orotherprovision for thePlan but.in !!au dereof, as soon as
payment of any amount to the holder of

the nature of his interest, the reasons for *

such request. and the issues of fact orpracucable after the effective date of the *

Plan, AEP's agent shall sell the such certificate. law raised by said Plan which he desires
y. Upon and after the fifteenth

fractionalinterests in the shares of anniversary of the effec:ive date of the
to controvert: cr he may request ths: he

e ion shouldcommon stack of AEP to which the be notiDed if We Ce s

h:Iders of record of com=on shares of Plan such holders who shan not order a hearing thereon. Any such
-

CSOE on the efective date would theretofore have surrendered such request shculd be addre:se& Secretary.
(therwise have been enti !ed. in the certi!Icates (or certiDeates issued in tien Securities and Exchange Co-Nsion.
open market or o$crwist. for the theraof) sh:11 cease to have any claims Washi.ngton.D.C. IC349. A copy of such

, cecount of such helders.The proceeds of against AEP or CSOE cr against any- request shculd be served perse::a!!y or!

such sales, which =ay be h:1d in any persea whatsoever on account of or by mailupon AEP and CSOE at the
commercialform of bank account or ~

with respect to the shares re; resented above-stated adcresses, and proof of
tec:unts, shallbe paid to such holders, by such certifkates. service (by af!! davit cr. in de case of an

,

'

withoutInterest, at the t!=e of the due . The P!an will bec:!ne enactive on a attorney at !aw, by certificate) should be
surrender of their certil!: stas fcr date set by AEP. such date to be Within E|ed w:6 de request. At any !!=e after
c:mmo". saares of CSOE to AEP's a;ent 30 days a!:er the entry of an order by a

said date. de Plan as amended or as it
in exchange for certi5 cates for sha;es of District Court of de United States =cy be furder amended. =ay be
co==en stock of AEP. a; proving and enfercing the Plan. The approved as providad in Se:ti:n 11(e} cf

5.Upen the i1!1 anniverst.ry of the cartying out of the Plan is subjec:.to all the Act or the Cc=ntissbn =sy take
,

cRective date of de Tlan. AEP and necessary approvals by this Co==ission such oder ac:fon as it may deem
CSOE shall be entitled.with the

under the A::. and to de ap;rova! and
appropriate. Persons who request a

cpprovsl of this Co~ssion, to apply to enforcement of the Plan. by a Dis:rict hearing or advice as to whater a
*

th) court referred to bekw for an order Ccurt of de United S:stes having hearing is ardered wi!! re:2ive any
a d: cree!bding dat AE:? made all jurisdic:fon. as fair and equitable and as no:Icss and orders issued in &is r. tatter.

,

re:sonable efIorts to locate holders of , appropriate to effectuate de provisions inchding the date of 6e he:rtn;(if
of Sectica11 of de Act.unexchanged shares cf CSOE's ce==en It is stated that acti:e shall be given ' ordered) and any pos: pone =entsstock and ordering th:t n:: der AEP nor dereof. .

CSOE shall has e any furGer obil;ations to the holders of certificates fer c:==ca
ta solicit the scrrender of any shr.res et CSOE (or certi!! cates issued in

for the commissicn.by 2: Civision of -

unsurrendered certifica : or to take any !!cu bereci) of their eligibi!!:y to receive Ccr;we Re;:.ati:n. pursuant to deles::ed

cther ac:!an with respect thereto oder d!stributions under the Plan. and of the
auth:n:y.

-

than as speif!ed in paragraph 4 above fact that co===n shares of CSOE held ceor;. A. Fa: sic.===s.

and rars;-aph a below. . by them will c:ase to have any ri; hts se.,r ry.
-

6. Upon de fifth annivers:ry of the other than to re:sive de c:==on steck tra o, . r nm r.a 7.6 e, w.
*

eHective date of the Pir.n. Ah.P shall he of AEP up:n cue sunced:r:f em.a c::s sm.a.

.

entitled to! struct its a;ent to deliver to certific::cs pursrsat 1: Sc F'nn. by -

any AEP any hnds held byits age tt m:i!!n; not mere th:n 30 days aft:r the

pursusst to paray:;h 4 abeic with effective date of the ?!ca to ca h such Si!ALL St;SINESS ADLt:N!STRATICN

respect to certi..ca:es for common person whosa eddress spptsrs of record
ILicence no. 03/c3-51441

sh res of CSOE::t surrendered for
en the ste:k bc=ks (or th: equivalent

~

cxchan;e. and after such delivery the thereof) of CSOE. and by publication by Centinente!Investers,Inc.; Issuance of
acent shallhave no obli;stion to any AEP at du ti== of such =:iling at least License ,

. person with respe:t to such funds o'r orce in at !asit one ::ewspaper
On May 5.1930. a Notica was

with respect to cer*ifi :tes previcus!y published and of general cir:ulstion in
published in the Feder:1 Re;ister (45 FR

r:presentin;;:=cen shsres of CSOE. Cu!umbus O!..o. and in a newspaper

Upon and after sucn psyment and until pub!!shrd a :d of circulation in New 20C32). stating that Continental

the fifteenth snnivessry of the effective York. New York. In addition. during a Investers. Inc 10:sted at 00:3 K Street.

date of the Plan. any holder of record of pcried of Eyc years from the eficctive NW., Washin; ten. D.C. 000CS h:s Eled

c:stifiestes (or certificates is:ued in !!cu date of the P!an. AEP shall at least once a" application wid the Small Esiness -

thsreof) previcusly rep.esentin;t during e tch ca! cedar' year within such Administra:!ca (SUA) purse:st to 13

cortmon shstes of CliOC sh:!! be perind. solicit the sunen.ier by 6e CFR 1c7. 0:(1300; fur a IIcense to

entitled.upan due serender to /.CP. but hniders Sereof. at their bet known operate as a sms!! business investment
sddresws. of a!! cert.fic:.tes previen!y enmpany und.:t the provisions of Section

culy upon due surender, of :uch
certificates to receive from Ah? shan:s repnsentin;t cammun sh. ares of CSOE 201(d) of tha Sm.dl L>iness Investment

.

ef common stoch of AEP .pon the b . sis (ur certificates is;ued in lieu therr.all Act of:9:3. as amended.

.
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AMERICAN ELECTRIC POWER COMPANY, INC.
'

,

\*
. .

' '

' COLUMBUS AND SOU*.'EERN OHIO ELECTRIC COMP!WY
t

;

Plan, as amended October 10, 1980,
for Compliance with Section 11(b) of the'

Public Utility Holding Ccmpany Act of 1935
.

- American Electric Power Company, Inc. (AEP) and

: Columbus and Southern Ohio Electric Company (CSOE) hereby .

submit to the Securities and Exchange Commission a plan (the

| Plan) for compliance with Section ll(b) of the Public
Utility Holding Company Act of 1935 (the Act). The Plan is

..,

j submitted pursuant to the provisions of Section 11(e) of the
.

Act.

~ A. The principal terms and provisions of the Plan.

# are as follows:
.

i 1. Prior to the effective date of the Plan.

each holder of record of outstanding Common Shares
of CSOE shall be entitled (i) to all of the rights
of, including the right to vote and the : qht to
receive such dividends as shall be paid to, record

; holders of Common Shares of CSOE, or, in the
alternative', (ii) to deposit with AEP at the office

3.
: of AEP at 2 Sroadway (Finance Department, 14th,

! Floor) New York, New York 10004, at the office of
Morgan Guaranty Trus: Company of New York. AEP's -

transfer agent, 30 West Broadway, New York, New,

|
York 10015, or at the office of such other bank
within or without the State of New York as shall be
designated by AEP for such purpose (the transfer

,

agent or such other bank being herein called the
; Agent), the certificate (s) for Common Share (s) of
|

CSOE of such holder in exchange for cert:ficate(s)
for shares of Common Stock of AEP at the rate of
1.3 shares of Common Stock of AE,P f'or each Common

< .

.

, , - , - - +,
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Share of, CSOE; provided, however, that neither AEP
nor the Ag.ent shall be obligated to issue and/or
deliver any fractional share of Common Stock of ,

AEP, or any-scrip or similar certificate, but
shall, in lieu thereof, be entitled in any case,
widh respect to any fractional interest to which -

the depositor would otherwise be entitled, to
deliver to such depositor a check representing an
. amount in. cash reflecting, in the reasonable exer-
cise of the discretion of AEP or the Agent, the*

value of such fractional . interest on the basis af
,

the reported closing sale price of Common Stock of
' '

AEP on the New York Stock Exchange on the trading
day next preceding the date of the exchange; and
provided further that neither AEP nor the Agent
shall be obligated to effect any such exchange upon ,

a day whien shall be a record date for the dotermi-
nation of those shareholders of'CSOE, or of AEP,
who shall be entitled to receive a dividend on; .

. Common Shares of CSOE, or on shares of Common Stock
I of AEr, or to vote or for some other purpose.

2. On and after tha offective.date of the3

Plan, holders of certificates for Common Shares of
CSOE; other than AEP, shall cease.to have any .

,

rights as shareholders of CSOE with respect
1 thereto, and thereafter shall have no claim against

CSOE or AEP or against any other person whatsoever
on account of or with respect to the shares repre-'

sented by such certificates, excent that holders,
1 other than AEP, of certificates which prior to such -

i effective date represented such shares, shall
become owners and record holders of shares of~

'
Common Stock of AEP on the basis of 1.3 shares of

.
Common Stock of AEP for each 1 Common Share of CSOE
so held and shall, with respect to fuli shares of#

Common Stock of AEP resulting thereform, he en-*

.

titled to dividends, to the r ght to vote and to
all other rights to which holders of shares of*

Common Stock of AEP shall be entitled.4

.

3. On the effective date of the Plan, CSOE
shall issue to and in the name of AEP one or more

'

certificates representing all of the Common Shares
. of CSOE which shall be changed pursuant to the Plan
into shares of Common Stock of AEP, and AEP shall
become as of said effective date, the owner and
record holder of all of the outstanding Common1

i Shares of CSOE.
'

.

O

,

,
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4. From and'after the effective date of the;

Plan, the holder.of any certificate previously re-
'

. presenting Common Sharesoof CSOE.shall, upon sur-
render of such certificate, or certificate issued
in. lieu thereof,* to AEP or to the Agent, be en-

,

titled to receive a certificate for shares of
i Common Stock of AEP, upon the basis.sperified in.

paragraph 2 above. No fractional shares of Common
Stock of AEP shall be issued in connection with the

i ~

~ Plan but, in lieu thereof, as soon as practicable
after the effective date of the Plan, the Agent
shall sell the. full shares ** representing frac-
tional interests in shares of Common Stock of AEP

,

'

to which holders of record of Common Shares of CSOE,

| on the' effective date would otherwise have been
entitled, on the haw York Stock Exchange, for the.

: ac-/ount of such holders. The proceeds of such

1 sales which may be held in-any. commercial form of
;

bank account or accounts, shall be paid to.such

: holders, without interest, at the time of the due
j surrender of-their certificates for Common Shares

.of CSOE to the Agent'in exchange for. certificates -
'

i
for shares of Common Stock of AEP. ,

1

-5. Upon th7 fifth anniversary of ths. effec-j

i
tive date of the Plan, AE? and CSOE shall be -

j entitled, with the. approval of the Commission, to

j apply to the court referred to below, for an order
or decree finding that the actions contemplated by;

i
;

_
;
a .

j Former holders of Common Shares of CSOE who'are unabl'e*
'

to surrender.their CSOE certificates, because of loss,F
I destruction or other-disability, may in lieu of seeking

from CSOE the issuance of a certificate ir. lieu
;

{
thereof, establish with AEP their right to receive a,

certificate representing shares of Common Stock of AEP,
-

;
and any funds representing a fracticnal interest tod

- which they are en. titled, in the same manner as other
holders of shares of Common Stock of AEP v'th a like;

j disability.
,

t

; , If a terminal fraction results from the initial commuta-**

|
tion AEP will pay to the Agent in cash the market v'alue
of such fraction, based on the clos.ing sale p: ice of the
Common Stock of AEP on the New York Stock Exchange on
the trading day immediately preceding the effective date,

,'

i of the Plan.

!

!

- * --- _ , _ _ . . = _ ._ _ . _ _ _ _.____ _ _



. - .- .. - - . .

.

.

-

*.

|
~?aht E hereof have been taken and ordering that
neither AEP nor C,50E shall have" any further obliga- y

tions to solicit the surender of any.unsurrendered i

~ certificate or to take any other action with re-
spect thereto other than as specified in paragraph

' 4 above and paragraph 6 below.
:

.

6. Upon the fifth anniversary of the effec-
tive date of the Plan, AEP shall be entitled to in-,

i struct the Agent to deliver to AEP any funds held
j by the Agent pursuant to paragraph 4 above with.:

respect to certificates for Common Shares of CSOE
| _ not surrendered for exchange and after such deliv-~

f ery the Agent shall have no obligation to any per-
son whatsoever with respect to such funds or with
respect to certificates previously representing

: Common Shares of CSOE., Ur;n and after such payment
and until the fifteenth anniversary of the effec-,

i tive date of the Plan, any holder of record of
; certificates. or certificates issued in lieu:

thereof, previously representing Common Shares of
i CSOE shall be entitled, upon due surrender to AEP, -

but only upon due surrender, of such certificates,1

5 or otherwise establishing their right thereto, as
hereinabove provided, to receive from AEP shares of

j Common Stock of AEP upon the basis specified in
j paragraph.2 above and the funds for=erly held for
! the account of such holder by the Agent pursuant to'

paragraph 4 above, to be paid by 12P. All such
funds delivered by the Agent to AEP pursuant to
this paragraph 6 shall be held by AEP as part of,

| its general funds and may be used in its business.
1 Such funds shall not be required to be set aside',.

|
i

held in trust, paid over to any entity, or segre-
gated for holders of such certificates nor shall
AEP be undar any oblication to record in its ac-
counts any reserve'or other provision for the
payment c5 any amount to the holder of any such
certificate.~

7. Upon and after the fifteenth anniversary
of the effective date of the Plan, such holders, or
lawful successors'thereto, who shall not thereto- ,

fore have currendered such certificates, or certif-.

icates issued in lieu thereof, shall cease to have
any claims against AEP or CSOE or against any per-
son whatsoever on account of or with respect to the
shares represented by such certificates.

.

4

.
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8. The transactions enumerated in paragraphs
|

! (1) through (7) above, shall be the only changes
| effected by the Plan involving the capital struc-
| ture, or the issued and outstanding securities, of

CSog.
t

| 9. The Plan shall become effective, and the

! effective date shall occur, as provided below, in

|
accordance with a decree or order of a court ap-
proving and enforcing this Plan, as referred to -

'

below. No vote or consent of the holders of any of
the issued and outctanding securities of CSCE or of-

AEP shall be required as a condition to the effec-
! tiveness of the Plan or to the consummation of the
{ Plan or any part thereof.

B. The Plan and the consummation thereof are sub-

ject to the following conditions:
.

1. The Plan may be supplemented, amended,.

modified, in whole or in part, by action of the
Board of Directors or the duly authorized officers
of AEP at any time prior to the approval thereof by
the Commission. After being approved by the .-

Commission, the Plan may be supplemented, amended, ,

modifed or abandoned, in whole or in part, by ac-
tion of the Board of Directors or the duly
authorized officers of AEP, with the approval of
the Ccmmission. After being approved by a court,
as provided below, the plan may be supplemented, .

amended, modified or abandoned, in whole or in.

part, by action of the Board of Directors or the
duly authorized officers of AIP, with the approval

! of the Commission and of such court. The term
" Plan", whenever used herein (unless the context

| otherwise gequires), shall mean the Plan as so
! supplemented, amended or modified.-

2. The Commission shall find the Plan neces-
sary to effectuate the provisions of subsection (b)
of Section 11 of the A.ct and fair and equitable to

i the persons affected thereby and shall make an
order, in form and substance satisfactory te AIP
and CSOE, approving the Plan, whi.ch order if
requested by AEP, shall contain recitals under the
provisions of the internal revenue laws of the
United States or any State thereof to the effect
that the transactions contemp' lated by the Plan are

.

.

I

I

I

I
- _
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necessary or appropriate to effectuate the provi-
*sions of the Act.-

, *

3. The Commission, which is hereby requested
sotto do,. shall apply.to a court of competent jur-
isdiction, in accordance with the provisions of -

subsection (e) of Section 11 and of subsection (f)of Section 18 of the Act, to enforce and carry out
the terms and provisions of the Plan, such court~

shall enter a decree or order approving the Plan asi

fair and equitable and as appropriate to effectuate
the provisions of Section 11 of the Act and direct-
ing that action be taken to enforce and carry out.

-

the terms and provisions of the Plan and such de-
cree or order shall become effective in accordance

*
! with its terms. ,

,

,

C. Within 30 days after the foregoing conditions

precedent to the consummation of the Plan shall have beeni

satisfied, AEP shall designate a date (the effective date)
-

,f on which the Plan shall become effective. Any of the condi-

tions precedent to the consummation of the Plan, as set
i

forth above, or any part of any of such conditions, may be
s

waived by action of the Board of Directors or the duly
.

-

authorized officers of AEP at any time, and the action con-
4 -

. templated by paragraph 1 above may be taken prior to the ef-3

fective date and without any necessity for any waiver of any
.,

3

such condition..

Upon the Plan becoming effective, AEP a.7.d CSOE and'

~ their officers and directors shal1~have full power and

authority to do any and all things necessary or advisable to

carry out the terms and provisions of and to effectuate the

-consummation of.the Plan. Such companies may employ such
.

attorneys and others as they m'ay deem desirable foragents,
.

e

e

%

*
*
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| the puipose of carrying out the Plan or any part thereof and

| may from time to time, delegate to others any power or

discretpon conferred upon them by the Plan.
,

|

! D. Payment of expenses incurred in connection with
t-

f the Plan shall be made by AEP and shall be subject to the
'
i

j approval of the Commission.
| - Notice shall be given to the holders of certif-
| E.

icates for Common Shares of CSOE, or certificates issued in

lieu thereof, of their eligibility to receive distribucions
under the Plan and of the fact that Common Shares of CSOE,

held by them will' cease to have any rights other than to
.

receive the Common Stock of AEP herein provided for upon due

surrender of cert'_ficates pursuant to the Plan, by mailing

not more than thirty (30) days after the eifective date of
the Plan to each such person whose address appears of record

on the stock books, or the equivalent thereof, of CSOE and

by publication by AEP at the time of such mailing at least
once in at.least one newspaper published and of general cir-
culation in Columbus, Ohio, and in a newspaper published and

of general circulation in New York, New York..

In addition, during a period of five years from the

e,ffective date of the Plan, AE? shall at least once during ,

each calendar year embraced within such period, sclicit the

! surrender by the holders thereof, at their last known
1

addresses, of al.1 certificates previously representing
i
i

!

!'
- -- - , _- ._ __ . _ . , _ . _ ,_ . _ . _ .
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Common Shares of CSOE which have not previously been

deposited, or certific'ates issue in lieu thereof, and shall
use such other methods or efforts as, in the reasonable.

exercise of AEP's discretion,. shall be appropriate to cause

i the surrender of such certificates during such period.
. .

F. This Plan is submitted, and all statements

herein are made, with due reservation of all constitutional~

!

|
and legal rights of AEP and CSOE.

AEP and C10E also reserve the right to themselves,

pending the consummation of the Plan, to take any and all
;

.

lawf,ul action conside' red by any of them desirable, upon
i receipt of any requisite regulatory auth,oricationi as if no

plan had been proposed. .

June 18, 1980,
as amended
July 9, 1980

and ~

1

j October 10, 1930.

i
'

.

l

-
1

.

|

.

|

|
..
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* ' , ' before the
SECURITIES AND EXCJRGE C2dISSICW'

.

PUBLIC UrILITY HCLDDG CCNPANY ACT CF 1935
Rel. tb. 21768 / Cctober 30, 1980

* .

:In the Matter of
.

AMERICAN IIECJIC POWER CI:NPANY, DC. :

New York, New York
-
.

CCf.DSCS AND mi CHIO ELECTRIC CDMPANY
:Columbus, Chio

$
(70-4596)
(54-259) ,

:

MEMORANCCM FINDINGS AND CPINION APPEVDG PLAN ECR SIMPLIFICATICN &
HCLDDG CMPANY SYSTEM -

,.

American Electric Pcwer Ccxgany, Inc. ("AEP"), a registered holding
ccmpany, and Colurbus aM Southern Ohio Electric Ccmrany ("CSCE"), an
electric utility subsidiary of AEP, have filed a joint plan (" Plan")
pursuant to Section 11(e} cf the Public Utility Foldirq Ccmpany Acr cf
1935 ("Act") providing for the retirer.ent of the mincrity interest in4

I the w..;en stock of CSOE. .

Wa approved AEP's proposal to acquiEe centrol of CSCE by effering to
exchange 1.3 AEP w...w shares for each caren share cf CSCE in a
snries of coinions and crders, jurisdiction ever the solicitation

!

being released March 28, 1980. y AEP acquired 88.45% of the CSCE
Thestock en May 9,198Q, the closing date under the tender effer.

offer had been c=nditioned cn the tender of at least 80% of the mting
shares of CSCE ,2/ and tecs:ne final cn the closing date. .

I 1f Cccpliance w2.th nest of the require.ments of the Act was ruled
on in HCAR tb. 20633, July 21,1978. The terms cf the offer,
and other reserved questions, wre passed en in HCAR !b. 21433,
February 13, 1980, and the solicitation was cleared in HCAR Bb.

; 21498, March 28, 1980.

2f Since the CSCE preferred and preference shares are also wting
shares, but wre not tendered for, that ccndition requir.ed
tender of nere than 80% of tne canon stock. CSCE had

.

.

outstanding at the close of business en that date:
|Shares Votes

: .

Preferred S100 469,429 469,429 ;

Preferred S25 (1/4 vote) 127,233 32,083
'

Preference $100 548,342 548,342
16,410,426 16,410,426

Ccmen ~

Total 17,460,280
'

The 14,515,000 tendered carcn shares wre 83.1% of the CSCE
voting shares'. CSCE's offer to repurchase preferred shares |

expired April'22, 1980. It was accepted by 93.8% of the |

.

eligible preferred stock.
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AEP has continued to accept additional CSOE common shares under its
tender offer, j3 .and the Plan will extend the period for voluntary
cxchanges until the effective date of 'the Plan, except that no4

cxchange will be made en a record date for either CSOE ccmmon shares2

It is accordingly expected that the 2.2%or AEP ccmnon shares.'

minority interest in CSOE will be further reduced by the effective
| date of the . Plan, but experience in other cases has shown that it

cannot be entirely eliminated except through a section 11 plan.
o

!
We stated, in authorizing the tender offer:

,i

Section 10(c)(1) of the Act pcovides that
we may not approve an acquisition if, among
other things, it ". . is. detrimental to.-

the carrying out of the pturisions of
Section 11. . ." We have held that the
existence of a minority. interest is contrary
to the standards of Section 11(b)(2),' ard, ..

in the instant case, such detrimen*A. effects
may arise if AEP should acquire less than all
of the cutstanding CSOE ccx: mon stock. AEP has

,

agreed to file a plan, jointly with CSOE, to
retire any such minority interest pursuant to -

a plan under section ll(e)." 4f
~

AEP filed the. Plan before us, which has been duly noticed 5/ ard
copies of such notice were railed by applicants to all halders of
record of CiCE men shares. No hearing thereon has been requested,
nor does one a: pear to be needed.

The Plan is subject to our apcroval ard i*a approval and enforcement
by a United States District Court (" Enforcement Court"), pursuant toThe effective date of the Plan, to be setSection 11(e) of the Act.
by AEP, will be a date not nore than 30 days after the entry of such
order by the Enf ircement Court.

.~

.

.

3/ By August 19, 1980, further exenanges had increased AEP's
holdings to 16,052,208 CSCE shares - 97.8%.

..
-

' 4f
HCAR Ms. 21433 (February 13, 1980) (footnotes cmitted).*

i

5/ HCAR Nb. 21656 (July 15,1980). The Plan was filed June 18, 1980,
,

]
and amended July 9, 1980. Further clarifyihg amend:Mnts were
filed October 10, 1980. This cpinion deals with the Plan

.

as so amended. .

.

.

~
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3e Plan provides that each holder of CSOE ccmnon s*M, on the
iGffective date of _ the Plan, except AEP, shall it. stead bcec .e the owner

cnd holder of record of 1.3 shares of AEP cmmon s*M for each CSOE |chare owned, and that AEP shall becczne the owner of the CSOE cannon
ctock. Se outstanding certificates for the CSOE minc,rity cx:mnon

.
shares shall cease, ongthat date, to represent any interest in or-

claim against CSOE. C!CE shall issue to AEP a new certificate cr'

i certificates for all of the minority cmoon shares then outstanding.

AEP shall issue, on the effective date, to the bank which is its
transfer agent (" Agent"), instructions ' irrevocable for five years to
irsue, for the purposes hereinafter _ stated, AEP ccrnmon shares equal to

, -

1.3 times the number of CSOE minority c:rmen shares then out-
rtanding. 6/ The Agent shall allocate to each -irider of record of-

j minoiity (50E shares at the close of business on the day imnediately
1 preceding the effective date of the Plan, full AEP ccmnon shares equal

to 1.3 tines the number of CSOE cannon shares held, excluding anyj

| fractional AEP share. It shall sell cm the New York Stock Exchange,
i as soon as p acticable thereafter, the balance of the AEP shares,
j representing ti:e fractional re-ainders, for the account of the CSOE
: holders who would otherwise be entitled to a fracticnal AEP share. '

The net v.c.cs+ds, including the fractional share adjustment paid by'

AEP, if any, shall he allotted to those minority CSOE holders.
:

4

The AEP sbares shall he deemed to be issued and outstanding and csned1

I by the for: net. CSOE minority shareholders for all purposes, including .

the payment of AEP dividends and voting, subject- cnly to the five and!

! fifteen year limits en amoleting the exchange described hereafter.
Each for:ner CSOE shareholder shall be entitled, upon surrender within

: 5 years of the CSOE certificate to AEP or the Agent, to receive the
AEP shares, and the fractional proceeds, without interest. Ebrmer

;

holders of CSOE shares who are unable to sumnder their CSOE
|

certificates, because of less, destruction or other disability, may
-

j establish their right to receive the new shares and proceeds in the
i

same ranner as other AEP shareholders with a like disability.
d

'

On or after the' fifth anniversary _of the effective date of the Plan,
the Agent ray deliver to AEP any remaining fractional share proceeds*

held by it, and will-have no further responsibility or cicligation toi
any peren with respect to such funds or with respect to certificates*

|
previous} | representing minority CSOE ccrmon shares.

!

| 6f If a fraction results AEP will pay in cash to the agent the
|

market value of the fraction, based cn the closing price of
AEP shares cn the trading day innediately preceeding the!

! effective date of the Plan.
. .

'

_

|
*

.

.
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'If the Enforcement Court, on application on or after the fifth
anniversary of the. effective date of the Plan, finds that AEP has made
cll reasonable efforts to locate holders of unexchanged shares of
CSOE ccmnon stoch neither AEP nor CSOE shall have any further
obligation to solicit the surrender of any unsurrendered certificate,

.

but AEP shall until the fifteenth anniversary of the effective date of
the Plan, nevertheless issue the AEP shares and pay, without interest,
the fractional proceeds to any former CSOE shareholder or the
cuccessor thereof, who surrenders a CSOE share certificate or
otherwise establishes a right thereto. Neither AEP nor CSOE, nor any
other person shall have any other cbligation whatsoever with respect
to the minority CSOE comen shares.

.

The Cc=anies Involved

AEP is a holding c:rgany whose subsidiaries provide electric utility
service in an area extending fran mutheastern Virginia and a snall
portion of eastern Tennessee in a generally northwesterly direction to
southwestern Michigan. AEP's service territory, which includes
portions of Indiana, Kentucky, Chio, 'Dannessee, Virginia, West

'

Virginia and Michigan, has a total area of about 42,000 square riles
and an aggregate population of about 6,300,000. Its consolidated
cssets were 58.2 billion at December 31, 1979, and its cperating
revenues and net incone were S2.8 billion aM S261 million,AEP's se:5 rice a.rea is largelyrespectively, for the year then ended.

1argest cc:re. unity served (prior to the acquisition of
4

mm1 '6 180,000.CSOE) was Fort Wayne, Indiana, with a population of about
,

CSOE is principally an urban system, supplying power in the City of
Columbus, but it also serves an extensive area in southeastern Ohio.
Its service area has a population of about 1.3 million. Its,

'

consolidated assets were Sl.3 billion at Decerber 31, 1979, and its
-

m ion and 546 million,
operating revenues and net incate were S417 m
respectively, for the year then ended.

Catoliance with Statutorv Standards,

Before va ray approve a plan filed pursuant to Section ll(e) of the
Act, we m:st find that such plan is necessary to effectuate theI. ~

provisions of Section 11(b) of the Act and is fair and equitable to
the persons affected thereby. We m:st also find the pgsed
transactions satisfy the other applicable provisions of the Act.

.

1

4 e

.

e
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2e Plan is directed to elimination of the publicly-held minority
cannon stock interest in CSOE by substituting a stock interest in AEP.

. We have. consistently he16 that the existence of a minority interest ini

a subsidiary is contrary to the standards of Section ll(b)(2), and w
make the same finding here. ,7/ 2e Plan is an wwyriate and

! necessary means of crzupliance.

De " fair and s:[uitable" standard of Section 11(e) requires that each
security holder affected by a plan receive thereunder "the equitable'

equivalent of the rights surrendered." 8/ A determination as toi fairness requires a wrison of the fTnancial characteristics of the
securities' surrendered and received under the Plan.

In raking such
ccmparison, primary emphasis is given to carrently effective rights toj.
sarnings and dividends. 9/i

We examined, in our 1978 opinion, the two systems, with particular .

at.tention to the effect of the guyosed c=mbination, and cur cpinion in
] February of this year focused in large part on o::mparisen of the ccr: moni

stock of the two crz:panies, in the context of the exchange offer, at*

the same rate as ywycsed by the Plan. Se c:r.bination is rowj constemated, AEP owning about 98% of CSOE conmon shares. Se present
record adds to the data previously reviewed, actual results for the yearp

j 1979, and for the 12 months enied June 30,1980.g/
-

,

Tne preferred. stock recapitalization~was incident 'to the acquisition byj
It tem;:orarily distorted CSOE's capital structure, a distortionI AEP.

:

i

| l
:
i

!

1

!
i

.

1 Union Electric Ccreany= liCAR tb. 20013 (April 29,1977);
{ 7/ Eastern Utilities Associates, 43 SEC 243, 246 (1967) and cases'

cited therein.~

!

j 8/ Otis & Co. v. SEC, 323 U.S. 624, 639-640 (1945).

i 9/ , SEC v. Central-Illinois Securities Core., 333 U.S. 96,130 (1949). ,

| _10/ Appendix A hereto incorporates 1979 in the historical tables
i

developed for our previous epinion. Appen:!ix B ccapares the
June 30, 1980, consolidated balance sheet of' the AEP system,.

including CSOE, with that of GCE, noting the effect of the con-
t

-

current recapitalization of CSOE's preferred stock.
!

i

e
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intended to be corrected by financing in the near future.11/ A more-

perranent effect was a reduction of comon a:uity by about S14 million,
due to the premiums and expenses incurred in the recapitalization and a
cubstantial long range increase in fixed charges, the exact amount of
which depend on the noney costs incurred in the pending refunding. We>

cxclude the adverse effects of the recapitalization frcm our
consideratio'n of the fairness of the Plan, since these costs would not
have been inrurred by CSOE as an independent cmgany. SeyJ

nevertheless, illustrate concretely the practical disadvantages to
which minority cmcen stockholders are ex;nsed ard the reasons for
requiring the elimination of such patentially conflicting interests.

.As shareholders of AEP, the CSOE shareholders muld continue as equity
owners of an int.egrated electric utility system, of which CSOE is a
central an ir;ortant part. Se consolidated capiral structure of the
AEP system parallels closely that of C50E, so the character and rank of
their securities would nct be changed.

-

AEP offered a 14.9% ce.i;&4 stock interest in the c:rtined system, for
the c:rxcn stock of CSOE. W e Plan would crcplete the accuisition cn

Over the past 7. years,1973-1979, C5CE provided 13.61% ofthat basis.
the crx61ned income for c:rmon stock 12/ and represented, at the time of

-~~

the offer,14.28% of the w. iwa equity
i

| @ CSOE borrcwd S65.3 million to c=nsun= ate tne. cash ;creion of its
offer to- its preferred stockholders. It was recently authorized to

j
issue, and sell (HCAR Na. 21723, Septe:6er 23,1980), S50 million of

'Ihenew preferred stock and 580 million of first nortgage t=nds.
pro forma effect of this refunding, as of June 30, 1980, cn,

capitalization ratios .culd be:,

CSOE CSOE AEP

Actual Financing Proforra Proforra
Anount . % Anount Ano mt % Ancunt %

Iong term debt . S 586 41.9 S 80 $ 666 47.6 S4,904 49.9

Short term 224 16.0' (130) 94 6.7 510 5.2

Debt S 810 57.9 S( 50) S 7M 54.3 SS,414 55.1
62 4.4 481 4.9

Deferred taxes *62 4.4 -

.

Preferred
and preference 105 7.5 50 155 11.1 876 8.9

Ccx=en egaity 422 30.2 422 30.2 3,058 31.1

'Ibtal S1,399 100.0 -0- S1,399 100.0 S9,829 100.0

A S30 million 1980 equity contribution is also. pro;csed by AEP, which
cannot be rade in that form until the minority interest is eliminated.
It would bring CSOE's short-term debt and co=cn equity ratio even
cic ser to that of the syste'n. ,

12/ nis ; cried includes 1978, a year in Wich CSOE's incam was
abnormally Icw. Excluding 1978, CSOE's contribution was 14.21%.

-

-

For 1979 it was 14.98%.

.

e

, ._ _. ,



_ _ . __ _ . _ _

. .

.

.

7'

,

Appendix A also ccmpares the 1.3 shares of AEP with the C30E ccmnon'

chares, in terms of net income, dividends, book value and market prices :

over the 13 years 1967-1979. - The data for the 12 months ended June 30,
1980, did not differ materially frcm 1979. Se earnings and took value

-

cre consistent with the aggregates just described. AEP has consistently
. paid significantly higher dividends than CSOE, the 1.3 shares yielding I

over 20% more in dividends, and has enjoyed a significantly higher ;
|

4

market price.

on the basis of the entire record, frcan which the . foregoing factors' have
been selected for special analysis, we find that the Plan is fair and

j

j
equitable to the minority shareholders of CSOE and to AEP, and otherwisei

meets all the requirements of Secrion 11(e) of the Act.'

4

CTIHER APPLICABLE SrLM' PROVISICNS
!

| The issuance by AEP of its cmmon shares is subject to the provisions of
We find that the AEP ccmnon shares sarisfy theSection 7 the Act.|

requirements of Clause (A) of Section 7(c)(1) and all the requirementsf

As the AEP cczmon shares will be issuedof Section 7(d) of the Act.
only to shareholders of CSOE pursuant to a plan which we have found to,

be fair and equitable, the transaction cannot 1:n the subject of
1

!
ccx petitive bidding and an exception fr::m the cmpetitive biddingj

i requirements of Rule 50 will be granted. .

i
-

The acquisition by AEP of the publicly held shares of crx=cn s'M ofj
CSOE is subject to the provisions of Sections 9(a) and 10 of the Act.!

We nake no aaverse findings under Sections 10(b) and 10(c)(1)- of the
We purpcse o' the Plan is to c:xaply with Section ll(b) of the

2

| Act.
Act, so Section 10(c)(2) is satisfied.

i .

'

;
. OIHER N1TERS

]
Accountinc Treatment

Ce proposed transaction will be recorded cn the bocPs of AEP in thej
same manner as prescribed in our coinion gproving the tender offer,.

| which we find still'agyw aiate.e'
,

!

j Court Enforcement
J

, As a conditien precedent to its consumation, the Plan provides that it'
wwyuiate District Court of thebe approved and ordered enforced by anj As requested by AEP, we shall apply to an apprcpriateUnited States.'

court for approval and enforcement of the Plan, and our order will stay
-

| the consummation of the Plan until such c:ourt order has been entered.'

It will rot, however, preclude AEP frm continuing to exchange its
shares for CSOE shares tendered pursuant to cur previous order.;

! Fees and Extenses .

.

The Plan provides that AEP will pay the fees and expenses relating to
: Since the record is inece.plete concerning this matter, wethe Plan.'

shall reserve jurisdiction with respect thereto.
:

.

-w - _ , . _ _ , , , , . ._.- - , - - . - . - - - - - , - - , -m- - . -.r ,- , .. w-.-y
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Tax Recitals-

AEP ard CSOE have requested that any order approving the Plan include
appropriate tax recitals pursuant to Section 1081(f) of the Internal
R; venue Code of 1954 and Section 270(c) of the Tax Iaw of the State of

The Plan is for the purposes specified and cur order ofNew York. ;

cpproval will include fuller findings cn this subject.
CCNCWSICW

,

.

Based upon the foregoirrg, we shall enter an crder (1) directing that AEP
and CSOE, pursuant to Section ll(b)(2) of the Act, take appropriate
cetion to effectuate the elimination of the p2blicly held interests in
the cmmon stock of CSOE, (2) approving the Plan filed p2rsuant to
Section 11(e) cf the Act, and (3) excepting the issuance and sale by AEP
of its c:crmon shares frcm the cranpetitive bidding requirements of Rule

We shall reserve jurisdiction with respect to t.%>

50 under the Act.
fees and expenses incurred and to be incurred in connection with the1

: Plan, and cur order will provide that the Plan shall not be cr.st=: rated
until an appropriate courr has entered an crder approving ard enforcing

-

the Plan.
|

-

_,
Sy the Cctimission.

YY m=- - = . = ^
I

''

FitzsinrensGeorge
j Secretary

,

l

J

J

e

i
.

4
,

<

0

.

1

4

_



. _ _ _ _ _ __ _ ___ . .__ ..

COLb513US &,50UTIIERN OIIlO ELECTRIC-ASIERIC \N ELECTRIC POWER COSTPANYI

ANALYSIS OF EARNINGS A?;D COSDION EQUITY
,

(la M1Illeas)

I CSOE Net
'seeme AEF--CSOE AEP.-CSOE
After Combined (a) CSOE Combioed (c).,

Preferred Netineone =% Commeo Conu=os =5

Yaar Dir. After Pret. (a-b) Ertuiry Equiry (c d).
*

.- (c) (etd)*
! (a) (a+b)

-
.

i 1973 = $ 22 3 197 11.175 5 192 $ 1.516 12.66 5

1974 = li 193 329 % 193 1.7 15 1125G
'

.
4

1975 = 36 226. 15.93 % 267 1.976 13J 1**.
,

| 1976 = 46 276 16.67% 356 L309 15.42 5
.

.

1977 = 44 279 15.77 5 47 2.623 16.09 5.

*

1978 = 27 * 13, 10.27 % 415 1790 14.17G

1979 - 46 307 14.98 5 4M 3.018 14035'
~

-

s . .

i
COSIPARISON OF 1.3 AEP COSDf0N SHARE 34

WITH ONE CSO C05DION SHARE -

,

! At the End of Each Calend:r Year-

,

I
4

1967 1968 1969 1970 1971 197: 1973 1974 1975 1976 1977 1973 1979
Reported -

- /

j sarnie;;s per .
.

1.3 AEP shares .. 2.60 1 73 1.36 :.99 1.09 2. 4 3.54 1.5 C" 3.07 3.29 , 3.12 2.94 2.93

1.0 CSO shsta . .. 155 1 49 2.59 14: 1.13 :.65 2.97 2.04 3.50 3.71 3.05 1.73 * 54,
.

|

| AEP as perce t
i of CSO . . . . . . . . . 1.0 1.10 1.10 104 1.45 122 1.19 1.13 0.35 0.39 1.0 1.70 1.05

a

-

; Dhidend.s per

| 1.3 AEP shares .. 1.90 .00 1 07 .15, 1:1 209 * 40 2.57 * 50 ?.62 2.70 2.77 :.!5'

1.0 C5 0 shste ... IJ4 1.64 1.72 1.76 L30 1.8 1.91 1.96 1.98 0.08 13 :J: 2.32 " *
,

AEP as ;:recet
o f CSC . . . . . . . . 123 !.2: 1.20 1.12 1.* 3 1.25 1.:5 1.31 1.31 106 101 1.19 1. 3

-

'

Book esfue per .
.;

1.3 AEP shares .. 17.36' 13.19 *19.96 21J8 13.45 24.40 26.16 27.17 26.73 27.26 27.79 27.9 0 27.72

1.0 CSO shste . . . 19.96 20.79 21.54 12.30 ::.3: 13.50 24.95 13.03 24.31 25.46 *6.33 15.69 :5J6,

.

1 AES as ;:reest
i o; CSO . . . . . . . . . 0.37 0.37 ' 0.9' O.97 1.03 1.0 *, 1.05 1.09 1.10 1.07 1.06 1.07 1.05

~

! Year end market
*

! prices per *

1.3 AEP shares .. 8.75 49.08 39.16 37.05 39.49 39.00 3:J0 13.69 27.30 33.15 31.69 27.46 2324
! |.

^

1.0 CSO shara ... 37.00 44.25 12.75 !.33 27.50 1528 24.10 1 25 *3.00 27.00 26.75 21.00 21.13
*

]AEP ss rete:nt
of CSO . . . . . . . . . IJ: 1.11 1.3 1.31 1.44 1.37 1.35 1.53 1.29 123 1.13 1.31 1.10

'

J
* Prices o(1stiusry 19. 1968. ir . mediately t<iore sanoune: ment of preposed tender, used.

- -

at Escludes 1974 accountint revision. II: per share.

*** Ooes not in:!ude dhidend af 39e per share raid in Decer .ber 19M iri secords'nce with restigarnent of dmdend record'

arid ;syment dstes with AEP. SOURCE: Annual F.cro.: of CSOE tor 1979.
,

.

_ _
. _ - . _ , *
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:- R.Wi! so!d in (millions) . 74.912 75 358 _75.917
34.913 31.565 . 35.932

95 !OS* .

Oper: ting revenues .... 5 979 . 1.333 .5 1.625 5 1.333 5 2.029 ,5 2.339 5 0.314 |
_

.

'

.

.

Operating expenses: _

571 3 698 5 753 5 333 5 1,092 5 1.130
.

.

Fue! .............. 5 239 '5
Other oper:tions !. .. 164

,
183 13'4 192 226 208 365

Maintenance . . . . . . .'. 74 87 82 103 136 163 172.
,

Deprec'iation. . . . . . . . . 115 128 156 ISO ISS 2.04 224i ,
,

Tues- non income . . 63 ' 73 91 104 129 145 164

incotne tues .,. . . . . . (14)' (12) 9 29 43 51 105'

,

Opersdag e.tpenses . 5 691 3 1.030 5 1.220 5 1.361 3 1.557 5 1,363 5 "'.210
_.

--

Operating i:come' . . . . . . 5 288 5 303 3 405 5 472 3 472 5 526 604< . ,

i .

Oder income--ce: . . . . . 10 4 3 6 7 3 3.

<
38 119 32 69 95 95 91

AFUDC-gross (s)
,

(259) (262) (273) (296) (335) (379)
... ,

Interest-5:ess (a) . . . . (137)!

Preferr:d divide:ds . . . . (25) (31) (38) (44) (46) (52) (58)
. .

-

Consolidated inco=e. .

after sch idisry pre.-
ferred divide:ds .. 5 174 5 136 5 190 5 230 5 235 5 23 6 5 261

.

.

! Accou: ting adjus:=ent (b) 41

5 177
.

.;
* As res:st,:d in 197310 K. De restste=ent rede ::d the cute === cf c:: si: :::: cases, bu: h:d a

_

j telatively :=:11 ::t efe~ '
'

|
(a) AFUDC i::!udes 9: pct:ica cr:di::d :o bed :h:rges :sd. In 197S. de rU:::d t= :dius:= :t..

| (b) In 1974. de syst = ce==:r.::d re:Ording rev:nu: when s vi:: w:s :: d:::d r:d:: 2:: en de
j later billing d:::. r.d d:ier:.:; :dditica:1 tu:1 ces:s u:til t.u ti== ;:r. i:::d ic !::iusics of

su:h ces:s is th: ===b:: c:=ps:!es e: rgy :djus - - -'*"s:s for :::: purposes. n: non
j r::urring :djus:m:n: re:1::::c' de ch: ages in ::: ue:s :::iv:ble : d d:te: :d ch:rg:s. ::d r:i:::d*

tax sc:custs, tr. =ske thern consiste:: Aith the :ew ue::un:ta; pree:dures., '

?

> .

CSO 1973 1974 IS*5 1976 1977 1973 1979
,

; KWH sold (in mi!!!ons) . . . . . . . . . . . . 7.336 7.767 7.351 8.133 5.~ 'T t.5:5 9.014

3235 3139 5:39 5:30 53:0 5366 5417
I Operstin g revenues . . . . . . .s . . . . . . . . . . -- ,

I Operating expenses:

Fuel t purchased power . . . . . . . . . . s 36 3 61 3 53 $ 90 ,5 99 sist sits,

.

Cther oper s .icm . . . . . . . . . . . . . . .. 23 3: 35 43 33 66 *0
'

Maintensoca . . . . . . . . . . . . . . . . . . . - 15 16 20 25 15 34 It
a .

De pree'ation . . . . . . . . . . . . . . . . . . . 13 21 13 24 31 36 40

Taxes--son income . . . . . . . . . . . . . 17 *0 21 24 23 32 38,
*

Income tr tes . . . . . . . . . . . . . . . . . . . 3 (4) 11 7 1 2:--
.

I5118 3147 5198 5:1: s:44 5300 $3:7
Ope. sting expenses ....

Opratics in:o=e . . . . . . . . . . . . . . . . . . . 5 44 3 s: 5 61 5 67 5 76 5 66 5 90,

1 32' 3Other income (1 c!udng co:1 oper:tions) 1
--

'

6 8 t4 24 :: 23 27'

AFUDC--pess( a) . . . . . . . . . . . . . . . . . .

! Inte r est-p ois . . . . . . . . . . . . . . . . . . . . . . (21) (29) (33) (40) (44) (51) (60)

Pr e ferred dividends . . . . . . . . . . . . . . . . . (4) (!) (6) ( 3), (to) (l') (14)

Net income airer-

preferred dividends .... $ 2: $ 16 5 36 $ 46 3 44 5 17 5 46.

,

n , 4
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UNITED STATES OF AMERICA
i before L the~

SECURITIES AND EXCHANGE COMMISSION
i

;

1
' pUBLIC UTILITY HOLDING COMPANY ACT OF 1935

Rel. No. 21769 / October 30, 1980
4

i
.

:
? In the Matter of

$ aMERICAN ELECTRIC POWER COMPANY, INC. : .

I New York, New York
~

COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY
:Columbus, Ohio'

:(70-4596)
) (54-259) -
, .

,

ORDER DIRECTING THE ELIMINATION OF PUBLICLY-HELD COMMON STOCK!

INTERESTS PUP.SUANT TO SECTION ll(b)(2) AND APPROVING PLAN FILED
I PURSUANT TO SECTION ll(e) -

1
-

: -

i American Electric Power Company, Inc. ("AEP"), a registered holding _
~

company, having filed pursuant to Section ll(e) of the Public Utility4

Holding Company Act of 1933 ("Act"), a plan and an amendment thereto
(" Plan") for the elimination of the publicly-held interests in the

| common stock of its electric utility subsidiary Columbus and Southern
*

! Ohio Electric Company ("CSOE");

Appropriate nouice having been given affording all interested persons
'

an opportunity to request a hearing with respect to the Plan;,

i

r

AEP having requested,. pursuant to Section ll(e) of the Act, that the: Commission apply to an appropriate United States Dis trict Court to
| enforce and carry.out the terms and provisions- of the Plan;
;

AEP having further requested that, if the Commissior. approves the
Plan, the Commission's order contain the findings and recitals'

necessary to meet the requirements of Section 1081 of the Internal
] Revenue Code of 1954 and Section 270(c) of the Tax Law of the State
,

~

of New York;

The Commission having considered the record and having this day
issued its Memorandum Findings and Opinion; on the basis of such'

Memorandum Findings and Opinion:

pursuant to Section ll(b)(2) of.the Act, that AEP and-IT IS ORDERED,
and each hereby is, directed to take appropriate action toCSOE be,

e f f e'ct the elimination of the publicly-held shares of ccT. mon stock of
'

;

CSOE;<

.

.
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IT IS FURTHER' ORDERED, pursuant to Section ll(e) of the Act, that the
Plan be, and it hereby is, approved, subject to the terms and
conditions of Rule 24 and subject to the following additional terms

| .

i and conditions:

(1) This ' order shall not'be operative to authorize consummation of
the Plan until an appropriate United States District Court shall,
upon application thereto, enter an order approving and enforcing the
Plan; -

'

(2) Jurisdiction is reserved to determine the reasonableness of all
f ees and expenses and other remuneration ' incurred.or to be incurred
by.AEP in connection with the Plan, the transactions incident
thereto, and all proceedings on such Plan or related thereto;

(3) Jurisdiction is reserved with respect to the entering of such *

further orders and the taking of such further action as the
Commission may deem necessary or appropriate to effectuate the
requirements of Section ll(b) of the Act.
IT IS FURTHER ORDERED that the issuance and sale by AEP of its common
shares be, and they hereby are, excepted from the competitive bidding
requirements or Rule 50 under the Act.

IT IS FURTHER ORDERED AND RECITED in accordance with Section 1081 of-
the Internal Revenue Code of 1954, as amended, and Section 270(c) of
the Tax Law of the State of New York, that the delivery and transfer
of certificates for common shares of CSOE, the acquisition of
certificates for common shares of CSOE by AEP, the issuance and
delivery by AEP of certificates for common shares of AEP, the
acquisition by those entitled thereto of certificates for common -

shares of AEP and the sale by or on behalf of AEP of certificates for
common shares of AEP, all as provided in the Plan, are necessary or
appropriate to effectuate the provisions of Section ll(b) of the
Public Utility Holding Company Act of 1935.

.

By the Commission,
.

.

ff'% =- .- .

d
George 3/.Fitzsimmons

'

f.

Secretary

.

.
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IN THE IJIITED c'.73 DISTRICT C"L'fC'
FQt ".HE SOU:1titCI DIS'NIC"' Ot' (11IO

EASTEHrl DIVISIQ3
.

t.

.In the Matter of :

AMDLICN3 !LECTitIC POct CNPN#, INC. CT/IL AC"Iori 10.
CCW'.ES NJD SOUTHDDI CHIO EIJI":RIC C:r1 PAIN .

.

**

!

MeaWEI210F THE SECL1tITIES MID DCHA:CE C:rstISS10tl
) IN suPront 0F I"5 APPLICNTICt1 Felt C:fGICET?? OF A PLNi

This 'senorandian is sutunitted in aannection with the application filed

herein by the Securities and Exchange Connission ("Connission") at the request

of American Electric Power Company, Inc. (*AEP"), a holding ocupany

incorporated in New Yorf and registtred with the* Commission as a jnhlic uti*.ity

holding curigeny pursuant to the Public Utility Holding Conpany Act of 1935-

4

("Act"), y and of AEP's subsidiary Columbus and Southerr. Chio Electric Cocpny

'(*CSOE*). n order is sought enforcing a plan apptwed by the Comission
,

|
pursuant to Section ll(e) of the Act. ':he plan is designed to retire the

|
publicly-held minority comon stock interest in C50E, the existence of telch

: constitutes an faequitable distribution of voting ;cwer in contravention of the
[,
i

requirements of section 11'b)(2) of the Act. 2/* ':his memorandu:n sets forth

i *he background of See-lon 11 of the Act and the statutory provisions and.

f decisions relevant.to this proceeding.
*

t As pointed out in the Congressional reports, it is the power vested in the
;

I ' Carinission by Section 11(b) which is "the very heart" of the Act. 3/ ' Under

i Section ll(b)(1) the Comission is charged with a duty to limit registered
5

0 .

!

,l/ 49 Stat. 303 (1935),15 U.S.C. Section 79a, et ser. Pertinent pr: visions-
2

I ~ of the Act are reptoduced in Exhibit A to t.fa3. 1 cation in this
pecceeding.

2/ See Union Electric Concanv, Holding Co'qanny Act anlease !Io. 20012 (April
29, 1977); wasntnoten Gas Licht Ccw, 44 S.E.C. 515 (1971); ::ce.hease~

Utilities, 43 S.E.C. 9W(lTIII; .wriesn Electric Peuer Comnv, Inc., 43i

S.E.C. 942 (1966); Castern c:ilities Associstes. 43 8.E.C. 243 (1:167); &
| Orleans Public Service, Inc., 40 S.E.C. SS6 (1961); tm9 Electric C: s*/,

40 S.E.C. 825 (1961), and ca4es citti therein at p. 333, in. 9: Cit us'

Servit.e Co. , 37 S.E.C. 342 (1953), aff'd ran. rm. Cities service Co.
S.E.C., 247 F. 2d 646 (C.A. 2, 1957), cert. M ., 355 U.S. 9 12v.

{
. (1958).

; y :ceth eertean Co. v. s.r.c., m U.S. 6u, m nw , fn. u.

.

/

$
i

n
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holding a:rnpanies and their subsidiaries to a " single integrated puslic-etility

syste.e, and to such other businesses as are reasonably incidental * thereto.

Under Section 11(b)(2), the Commission is further obligated to equire that

registered holding cmpanies and their subsidiaries "take such steps as the

Comission shall find necessary to ensure that the corporate structure er

continued existence of any czpany in the holding-company system does et

unduly or unnecessc:ily caglicate the st=ucture, or unfairly or inegai.aoly

distribute voting powr among security holders, of such holding-c:::npany

systee.' mis provision has long been held to require the si.mplification of

the corporate st=ucture of holding cmpany systems by, a.~eng other measures,

the retirement of publicly-neld minority interests in *he voting stock of

subsidiary cmpanies. 4f 2e proposed retirement of the publicly-held :nincrity

interest in CSCI's camon stock is in ace:rdance with this reqairement.

In view of the ragnitude of the task and explaxities of the pttble .s
'

1::gesed under the pr5 visions of Sectiet. 11, Congress recogni:ed the ,

desirability of encouraging voluntary ampliance by the c:rpies a'fected.

21s methai of coup 14nce is provided for in Section 11(e), which pe:mits the

to in'itiate or submit to the Comissien a plan or plans *crem M-

acemplishing the statutory cojectives. In other .ceda, under Section 11(b)4

,

the Cxnission directs the end :ssult that the statute regaires, and under

. Section 11(e) the C:rmission ray " leave to the arpany involved the initiative

in suggesting *.:an at:eng tt.s avmMahle alternative :nethcds that one which it
.

deets most appropriate." 5/

.

4/ See cases cited in no*a 2, suors.
.

.

5/ Carorvealth & Southem core, v. S.E.C. ,134 F.2d 747, 751 (C.A. 3,1943) .
ne statute provt=es, or course, :nac if an appropriate plan is not
forthcoming under Section 11(e), the Comission ray under Section 11(d),
apply to a court for enforcement of its 11(b) orders. Se section 11(d)
alternative has been used in only a very few inst. anes.

.
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'Under Seation ll(e), the azipany properos and sunzeits a plan to the

Contaission. After notice and opportunity for hearing, the Cxnission

detecuines whether the plan is necessary to effectuate the provisions of
,

Section 11(b) and is fair and equi.able to :te persons affected thereby. If it

so finds, the Conmission, at the request of the ccripany, may apply to the

aspropriate district murt for enforcement of the plan. 6/ Section U(e)

provides, in part:

"If, upon any such application, the enurt, after notice and
opportunity for hearing, shall approve such plan as fair and
equitable and as appropriate to effectuate the provisicas of
Section 11, the court as a court of equity hay, to such extent
as it, deems necessary for t' e purpcm of carrying out the terms
and provisions of such pla ., take ex-lesive jurisdic' tion and
possession of the carpany or c:xnpanies and the assets thereof,
wherever located. . . ."

To date, there have been more than 100 cases in which plans have been

enforced pursuant to Section 11(e).

Unlike rose matters a: ming before a district court, an ea.foronment

proceeding under Sec. ion lite) is not a crial de novo. The fact that a plan

requires court enforcement does not alter the tEsic nature of the Catr.tission's

decision. In*this ti >e of proceeding, the district court sits as a court of

review, and the scope of its review is precisely the sa.:e as a review under
.

Section 24(a) of the Act by a a:crt of appeals where enforce.ent is not

* required. S.I.C. v. Central Illinoir securities ccre., 338 U.S. 96,125

(1949). 'iherefore, the findings of the Co :.ission are not subject to

re-examination if they are supported by substantial evidence anf are arrive' at*

in ac::ordance with l'egal standards. (Ibid. at p.126.) Where there is no
.

contest, or where the issues raised are issues of law, it is unnecessary for

the district judge en examine the record and he may rely upon the staternents in

the Connission's opinion and order. In re riectric Pc er & Licht Core., 176

F.2d 687, 690-91 (C.A. 2, 1949). 3/

6f ett illestrations of plans approved u der Section lite), see S.E.C. v.
Leventritt, 340 U.S. 336 (1951); S.E.C. v. Centrs1-Illinois securities
Cere., 333 U.S. 96 (1949): otis s Co. v. S.E.c. 2:3 U.S. 624 104H.

1/ In this respret, the Crni:sion's findings . sy serv.e mt unlike an w;real
statecnt of ce parties as to the emed on opposi u .dce Nic 10(d) of ce
rederal Tsules of Npallato Proemluro.

.

.

_ . . . ._ _. . _ _ _ . .
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De .tplication in this proceeding has been filed at the request of AEP

and CSot for enforcemnt of a plan submitted pursant to Sec. ion 11(e) of the

Act by those congenies in accordance with an undertaking made by AEP at the -
-

time the Commission authorized AEP to acquire the a:m non stock of ciOE through

a tender offer. Sf. Se plan is designed to retire the ro1aining 1.9%

publicly-held interest in the amenon stock of C50E.

After publishing notice of the plan, 9/ concerning which no one :wquested

a hearing, the Cosmission entered a t.is .1sn Findings and Opinion and related

order J0f approving the plan, finding it necessary to effectuate the provisions

of Section 11(b)(2) of the Act y and fair and epitable to the persons

affectad thereby. Copies of the plan, the C= mission's :;otice of Filing and

the Cerenission's t'emorandus Findings and Opinion and related Order approving

the plan are attacned to t.% application in this proceeding as Exhibits 3, C, D

and E, resp e.ively. Se coject of this proceeding is to retire the

outstanding minority shares of 111:. 21s asurt is aut.%ei:ed by Xoctions

11(e) and 18(f) to effectuate the plan, which converts t.%se shares into com9an

stock of AEP..

.

.

8/ American Electric Pcuer Co., Inc., Holding C:=pany Act Release :3o. 21433, *
Feocary 13, 1980..

9/ A:rerican Electric Pcwer Co.. Inc., Holding C pany Act P41 ease No. 21656,
July 15,1980.

.

10/ A.erican E1cetric Peuer Co., Inc., Holding Cc:Tany Act aslease : os. 21768
M 69, Octooe 30, 1330.

.

],1f such findings are in accord with well estclished precedent. Sc3 Mer-heast
Utilities, 42 S.E.C. 963 (1966): 'vnn Electric Co. , 40 S.E.C. 828, 833,.,

f t.9 (1961), f:ew Orleans Public Semce, Inc. 40 S.E.C., 336 (1961).

.

.

.
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"'he Court is requested, after notice and op.ncetunity for hearing, to

enforce and carry out the p'm as fair and equitable and as appropriate to

effectuate the provisions of Section ll(b)(2) and to take sucn action and
.

to enter such orders as are necassary to e g lete the retirement of the

publicly-held minority interest in CSoc's ccenren s*M.

Respectively r2mitted,

James C. Cissell
United States Attorney

Trial Attorney*

James E. Rattan
| Assistant United States Attocr2y

85 Marconi B:ulevard
i iban 200'

. Colt.-eus, chio 43215
(614) 469-5715

|
.

Of Cou.wl
|
| .

.

$I:~:f|th
Jefs E. *wne-

Division of Cor; crate Revalation
i

Securities and Exchange Comission

|
Washington, D.C. 20549
(202) 523-5683l .

Cats.h Noveter 6,1980

1 -

,

.

i

|
.
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IN 3:E LNITED Sf?Q:S DISMIC CnlHC'
FOR ':11|| SOLIDU3V3 DIST:tICO CF GIIO

EASTE't! CIVISICel

*
.

|In tne hatter of
I

NtGICN1 E:.Tr:RIC PCh*ER C20tJE, !?C. : CSIL ACTICri to, i

.
CC&tBUS MC Sot /IMERI Q110 E:ECTRIC C2@NE

:

QCER FOR HEARI?C,
c

Upon consideration of the application filed herein by the Securities cd

Exchange Ca mission,

IT IS HERE3Y CEDERED:

1. 2 at a hearing be held on the _ day of ,. 1980, at1

E.D.S.T., in the United States ristrict Court for the Southern District of

Chio, Eastern Division, in Court.o:n _, _ floor, of the United States-

i

Courthouse, Columbus, Chio, for the purpose of determining whether, pursuant to
,

i

15 U.S.C. Section 79%(e), this Court should approve and enforce an order of the

Securities aM Exchange Co:Taission ("Cxmission"), dated October 30, 1930,

a; proving a plan pursuant to Section 11(e) of the Public ceility HoldingI

C =pany Act of 1935, designed to retire the ;ublicly-held =inority interest in

the catnen stock of Coleims and Southern Chio Electric Ccapany ("CSCE"), a

subsidiary of Icerican Electric Power Coipany, Inc. ("AEP").

2. Dat at 1 ast 15 days prior to the date of said hearing. AEP will give*

, notice of said hearing by causi.:q a copy of the notice attached hereto to be

published cnce a week in a newspaper of ceneral circulation in Cole.bes, Ohio,

and in the Wall Street Joumal, and by = ailing a con of said retice to the4

-
.

last kncur. addresses of all '5CE shareholders cf record (other than N:P).
1

|
3. Dat any p'rson maing to object to the application of the*

Cor=ission er the approval of the plan by this C.,urt shall file, not later than
! five days prior to the date of said hearing, with the Clerk of this 00:..t, ai

written statement of objections and a sujerting trief c.nd #.all, at the cr.e

time, serve ty sail copias thereof u;xm Ja :es E. Rattan, Esq., Assistanc United

States Attomey, 25 P.arconi acelotard, Roon 200, C:le.bt.s, atio J 3215, i.pon,

Jx:es E. Lurie, Esq., Division of CarnarSte Regulation, Securities and

'xch.1No Cyr.ission, Washington, D.C. 20543, upon Richard 't. The .e, Esq.,

Sir.psen, nacher s Bartlett, One nattsry Park Plsea, !; w Yod., :-:s York ?N04,

and utun A. Jose;h 0% Esq.,- Secretary, ?corican Electric Pcwe Camrany, Inc.,
x

.

. _ . , _ _ __ _ . _ _. . ,- -
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.

2

2 3 roadway, New York, flew York 10004. Such otsjections shall be stated in

detail in accordance with the pleadi.v; requirements of the rederal Rules of |
<

Civil Procedure.
.

.

.

I

United States Distnct Jwie ,

Dated:
.

O

I

I

e

9

e

e

S

G

e

:
I

.

O
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f
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!
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IN 'U F GII'YD S'"ATIS DI.M TCP v4 RT
FOR THE S7C1123 DIS:"4ICO Ct* Q110

EMT:R DIVISI:21
.

In ene t'atter of :

N'IRICMI C2CrAIC FMDt C3*.PN. , CIC. * CIVII. AC"!CN 10.T
CCIDiaCS NO TUIHCiti CHIO CIC"RIC CDMPN!Y

:

PMICE

TO E }CLOERS CF RECORD CF C3tol SICCZ CF C%222iCS M.'D SOCIL'9N
"

CHIO ELEO"RIC COMPM!Y NC ':0 E CTdER P'"GGG

Notice is hereby given that the Securities and Exchanga C::maission

("Caanission") has filed an application requesting the United States Distrier

Ccurt for the Southem District of Chio, Eastem Division, to '.pptove a x!
.

enforce the Ccmission's Memorandi.ra Findings and Cpinien and oder of October

30, 1980, approving a plan p.trsuant to section 11(e) of the Public Utility

Holding C:rgany Act of 1935 ("Act"), and that the Court has entered an oder

directing that a hearing be held. '|he plan is designed to retire the

publicly-held minority 6terest in the c:rricn stock of Colu: bus and Southern

Chio Electric Capany ("CSCE*), a subsidiary of Aoerican Electric Power

Ca:pany, Inc. ("AEP"), a holding c:rrpany registered under the Act.
~

The plan provides that, as of an effective date to te set within 30 days"

of the court oder* mforcing it, all snareholders of ' record of GOE (except
.

AEP) will bec:rie shareholders of reced of AEP for purposes of dividends and

| voting, at the rate of 1.3 AEP corrnon shares for each share of GCE c:r-en

stock held, with adjust:nents for the sale of any fractional shares for suen
' holders who wdd otherwise be entitled to a "ractional AEP c:r:,on share, such

,

fractional s". ares to be sold cn the New York Stock Exc.ange and the FM s to

be held for and paid to such holders. Thereafter, for a period of 15 years

'rora the effective date, holders of unexc".anged certificates o' C30E s.m

stock may surrender such certificates to the . exchange agent (to AEP after the

,

end of the fi'th such year) and receive certificates "or the e stock of

AEP to which they are entitled under the plan. At the d of 15 years 'rsa the

c!'ective d.2:e of the plan, public holders of the v. w stock of COE who have.

! not surrendarad their certificates will cease to have any rights or clai s

agsl .st AEP or COE and all such certificat2s will 1:e null and .oid and of no

further force ce eff e t.

i

1

e

' ' ' " '*~ -~-v,w . , _ , , _ , , _ _ _ _ , ,,
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De ordce of the Court directs that a hearing be held en the _ *ay of

,1980, at a.m. p.m., E.D.S.*., in the UnitM States District

Court for the hthern District of Chio, Eastern Divi.sion, in Room of

the United States Court hse, Coltznbus, Chio, for the P2rpose of determining

whether the Court should approve and *:aforce the C mission's order approving

the plan to retire the publicly-held comon stock in CCE. De order of the

Court requires that any person proposing to object to the applicacion cf the

Ccanission ce the approval of the plan by the Court shall file, not later than

five days prise to the hearing, with the Clerk of the Court, a written
.

sr.atement of objecticca and a supporting brief and 3.all, at the sa:ne time,

serve t a mail ccpies thereof upon James E. Rattan, Esq., Assistant United

States Attorney, 35 Marconi Boulevard, acczn 200, Colu:2cs, C to 43215, upon

James E. Iurie, Esq., Division of Corporate Regulation, Securities and

Exc .ange Car:r ission, Washington, D.C. 20549, upon Ric.ard M. Dicke, Esq.,

Si:npson, macher & Bartlett, Cne Battery Pa:x Plaza, *3ew York, New York 10004,
'

and upr. A. Joseph Dowd, Esq., Secretary, American Electric Per.er Cxparrf,

Inc., 2 3 roadway, flew York, New York 10004. De ceder of the Court firects
|

that such objections be stated in detail and in accordance with the pleading

requirarnents of the Federal Rules of Civil Procedure.

I
- Copies of the C =Lission's Memorandu:n Findings and Cpinion and Crfer

approving the Section 11(e) plan dated Oc. ber 30, 1580, will be sent to

interested persons free of charge, upon request addressed to A. Joseph Dcr.af,*

Esq., Secretary, American Electric Pcwer C :rpany, Inc., 2 Broad.tay, New York,
.

Nee York 10004.

.

RMCM "E:7CC ?>:Ct C"Y2X:Cl, : C..

By

Cated:
i

l

i

!
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i AMERICAN ELECTRIC POWER Co mpany, Inc.
|

A g g::: 2 Broaducy.Kew York,N. T.10004
(212) 440-9000

W. 'S. RHITE, JR.
I Chasemen at du board

ame

ca.ut nmuu otraa
In D 440.s500

| November 7, 1980
'

.

b
-

American Municipal Power-Ohio, Inc.'

j 1500 W. Lane Avenue
P. O. Box 5815
Columbus, Ohio 43221

Attention of Mr. George Crosby
Exscutive Director

Re: Coordination Agreement dated as of
May 1, 1979 among AMPO, CSOE, OPCO

, and AEP
\ -

Dear Sirs:

Reference is made to the Coordination Agreement, dated
as of May 1, 1979, among American Municipal Power-Ohio, Inc. (AMPO),

,

Columbus and Southern Ohio Electric Company (CSOE), Ohio Power
Company (OPCO) and American Electric Power Company, Inc. (AEP),
and to tha provisions of Article One thereof relating to the
establishing of the Notification Date, the Acquisition Date, and
the Election Date therein described.

You will recall that by letter, dated May 9, 1980,
OPCO and CSOE advised AMPO, pursuant to Section 1.'4 of the
Coordination Agreement, that May 9, 1980 was the Notification
Date referred to in said Section 1.2; that May 9, 1980 was the
Acquisition Date referred to in said Section 1.2; and that OPCO

| and CSOE were preparef to proceed with the proposal contained
in raid Section 1.2.

|
Section 1.3 (a) of the Coordination Agreement contemplates,

you will recall, that AMPO shall be entitled, at its election,I

signified by written notice delivered to AEP, CSOE and OPCO on a
date (Election Date) within sir. calendar months following the
Notification Date to purchase from CSOE (subject to the receipt of
any regulatory approvals necessary to enable CSOE to s211 and
AMPO to purchase) Poston Unit No. 5, or, at its election, Poston
Units Nos. 5 and 6, on an "as is" basis on a Closing Date determined ;

1

|
;

|
.

-

# -- m , e-* ._y - - - , y ~+we
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I American Monicipal .

1980'Power-Onio, Inc. -2- November 7,
i

|
*

! .in the manner provided in the Coordination Agreement. Neither
CSOE nor any other members of the AEP System has received from
:AMPO to date written notice of any such election by AMPO. It is

;

important, particularly to CSOE, that it be apprised of such an
election within such period because CSOE did commit, in Section
1. 3 (b) of the Coordination Agreement, not to finally terminate,,

I prior to the last day on which the Election Date could occur,
l' as distinguished from postponing, further construction work on
! Pcston Unit:No. 5 or Poston Unit No. 6 without consulring with

AMPO and AEP with respect to such action.

Section 1. 3 (b) of the Coordination Agreement provides,s

in'the event that for any reason AMPO decides subsequent to the;
Acquisition Date, but prior to the last date on which the Election;

j Date may occur under the Coordination Agreement, not to purchane
cither Poston Unit No. 5 or Poston Units Nos. 5 and 6, but does;

i believe that it would be in the best interests of AMPO and the
AMPO Members to acquire generating facilities for AMPO through the
mechanism provided by the Coordination Agreement,-then AMPO shall

,

! so notify CSOE and OPCO in writing prior to the last date on
i which the Election Date may occur under the Coordination Agreement;-

and that if"AMPO shall so_ notify CSOE and OPCO in writing prior to'

j the last date.on which the Election Date may occur under the
.

i Coordination Agreement, then OPCO, with the' cooperation of CSOE,
j shall promptly proceed to use its best efforts to locate, and~

acquire for the account of AMPO (upon reimbursement by AMPO for$

i any expenses incurred on behalf of AMPO) a site on which there can
. be installed, assuming requisite regulatory authorizaticns are

~

secured, generating facilities which will initially have a rated
; capacity of not less than 600 MW (net) but not more than 1300 MW(net) .
|
' Neither CSOE nor any other members of the AEP System has
j received from AMPO to date written notice pursuant to Section 1.3(b)
i to the effect that AMPO has decided not to purchase Poston Unit No. 5

or Poston Units Nos. 5 and 6, but that AMPO does believe that it
would be in the best interests of AMPO and AMPO Members to acquire

,

j generating facilities for AMPO through the mechanism provided by
j the Coordination Agreement. AMPO did indicate, in the financial
! plan which it furnished for attachment as Appendix No. 4 to the

Coordination' Agreement, that if the Acquisition Date did occur -
| as it did - AMPO believed that AMPO would probably elect, if
j financing and other arrangements were' completed, to purchase from
; CSOE either Poston Unit No. 5 or Poston Units Nos. 5 and 6. Neither
, CSOE nor OPCO has, during the intervening period, received an ,
2 indication of a change in such preference e.lthough, as ' indicated

in the recent. Prospectus, dated October 1, 1980, of CSOE relating

4

!

.
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American Municipal November 7, 1980 l

-3-Power-Ohio, Inc.

+ -
.

;

|'
to its public offering of $80 million principal amount of First

,

:

13 5/8% Series due 1990, the total of tne construc-Mortgage Bonds,
tion costs of both Poston units has since 1979 escalated to an

*-

I

ostimated $1.2 billion. _;

OPCO and AEP are familiar with certain of theand its members, have been confrontedCSOE,
.

difficulties with which AMPO,'

since the execution and delivery of the Coordination Agreement.
it is necessary, on the other hand, in the interests of the,

security holders of, and the customers served by, the American;

Electric Power System as it is now constituted not to delay undu'ly:
the system planning decisions which must be made on a timely '

basis if.the System is to continue in future years to render adequate,
efficient and reliable electric service on reasonable terms.

j
'

!

|
The American Electric Power System, including CSOE,

absent other considerations, continue the const:uc-' would not now,

tion of either of the Poston units on the basis of a current! cost-benefit analysis of the desirability of continuing the
| construction of such units, when considered in the light of otherj capacity alternatives which it is believed will be available toj

the System in the periods subsequent to 1987 and 1990.

}
Under such circumstances, CSOE, OPCO and AEP have decided

i
to, and hereby (i) waive any requirement that the Election Date
under Section 1.3 (a) of the Coordination Agreement occur on or
before November 10, 1980 provided that if AMPO shall elect pursuantj

i to said Section 1.3 (a) to purchase Poston Unit No. 5 or, alternatively,
5 and 6, on an "as is" basis, AMPO shall signifyPoston Units Nos.its election so to do by delivering written notice to such effect-p

j to CSOE and OPCO pursuant to said Section 1.3(a) on or prior to
}

December 31, 1980, and (ii) waive any requirement that the Election|

[
Da te under Section 1.3 (b) of the Coordination Agreement occur onandor before November 10, 1980 provided that AMPO shall decide,,

J shall advise'CSOE*and OPCO in writing of its decision' prior to
j December 31, 1980, no'c to purchase either Poston Unit No. 5 or,

Pcston Units Nos. 5 and 6 and shall also decide, and shall so advise;

CSOE and OPCO in writing of its decision prior to July 1, 1981
!

that it would be in the best interests of AMPO and the AMPO Members
to acquire generating facilities through the mechanism provided byi

!

: the-Coordination Agreement, in which case OPCO, with the cooperation
/ of CSOE, shall promptly proceed to use its,best efforts to locate

and to acquire for the account of AMPO (upon reimbursement by AMPOj for any expenses incurred on behalf of AMPO as provided in the
| a site'on which there can be installed,Coordination Agreement)

assuming requisite regulatory authorizations are secured, generating|
j lessfacilities which will initially have a rated capacity of not

than 600 MW (net) but not more than 1300 MW (net) .
;

-
.

J

-m,.
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American Municipal
-4- November 7, 1980

Power-Ohio, Inc.

.

The waivers herein contained are granted in the light4

of. the provisions of Section 1.13 of the Coordination Agreement,CSOE and OPCO, because ofthe provisions of which obligate AMPO,
the interacting benefits and burdens contemplated by the Coordin- _

to act fairly with respect to the transactionsction Agreement, but, as expresslycontemplated by the Coordination Agreement,
provided by-the provisions of Section 4.4 of the Coordinationthe failure of CSOE and OPCO to insist in this single -Agreement,instance upon strict performance of the provisions of Section 1.3(a)
and Section 1. 3 (b) of the Coordination Agreement, shall not be
construed as a waiver by CSOE, OPCO or AEP of any of the otheror said Section 1.3(b), of the
provisions of said Section 1.3 (a) ,or the relinquishment of any of the rightsCoordination Agreement,

OPCO or AEP are entitled but the same shall continueto which CSOE,
to remain in full force and effect except as in this letter
expressly provided. CSOE, in this connection, expressly reserves
the right, if AMPO shall fail to elect prior to December 31, 19805, or Poston Units Nos. 5 and 6, onto purchase Poston Unit No.the terms herein provided, thereafter to terminate construction of
either or both of the Poston units without any further consultation

;

with AMPO or AEP.
.

Yours very truly,

AMERICAN ELECTRIC POP R COMPANY, INC.
.

" Chairfan o ~ the# board
,

COLUMBUS AND SOUTHERN OHIO
ELECTRIC COMPANY~

[.
i

By~

(}4ce President

OHIO POWER COMPANY

;

by AA /
'

*

Vice President
!

I

E

. - _
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AMERIC AN ELECTRIC POW ER Conifitin,v. Int.

A g= p 180 East Broad Street, Columbus, Chin ssais

(Uld) 223*IUU0

W S. WHITE, JR.
Ches, men of the Deerd

'

i and
Chief E2,estw, 0ffneer

(sw 223 noo December 5, 1980

Re: Coordination Agreement, dated as of
May 1, 1979, among AMPO, CSOE, OPCO
and AEP -

American Municipal Power-Ohio, Inc.i

1500 W. Lane Avenue
. P.O. Box 5815
"

Columbus, Ohio 43221

'

Attention of Mr. George Crosby
Executive Manager

Dear Sirs:
,

Reference is maie to the Coordination Agreement,
dared as of May 1, 1979, among American Municipal Power-
Ohio, Inc. (AMPO), Columbus and Southern Ohio Electric Com-
pany (CSOE), Ohio Power Company (OPCO) and American Elec-
tric Power Company, Inc. (AEP); to the letter, dated Novem-'

ber 7, 1980, from AEP, CSOE and OPCO to AMPO'; to the let-
ter, dated November 7, 1980,from Mr. George B. Crosby,
Executive Manager of AMPO, to Mr. W. S. White, Jr., the
Chairman of AEP; and to the conversations between repre-
sentatives of AMPO, AEP, CSOE and OPCO which have been held
with respect to the above matter since November 7th.

!4

Our letter of November 7, 1980 was mailed to AMPO |
on that day to assure AMPO and the AMPO Members that prior

; action had been taken by AE?, CSOE and OPCO (ii to waive,
subject to the conditiens specified in our letter of Novem- I

ber 7th, prior to the expiration on November 10, 1980 of !

the .=ix-manth period from the Acquisition Date of May 9,
1900, any requirement that the Election Date under Section
1.3(a) of the Coo *dination Agreement must occur on or
before November 10, 1980, and (ii) to waive, subject to the
conditions specified in our letter of November 7th, any,

requirement that the Election Date under Section 1.3(b) of
the Coordination Agreement must occur on or before November
10, 1980. Since the two letters probably crossed in the

.

f

, . ._ , - - - - 9 , . . -
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'

j American Municipal Power-
nhin,-2no. -2= noo.mber T., lono'

:

| ' mails, it may have been that representatives of AMPO were
~

j not previously aware that AEP, CSOE and OPCO would probably
; decide, as they did, that the AEP System, including CSOE,

would not now, absent other considerations, continue-the
,

1 construction =of either Poston Unit No.-5 or Poston Unit
j No. 6, which CSOE has been constructing in recent years.
! The decision of the AEP System that, absent oth'r consid-e
j- erations, CSOE would not continue the construction of
: either of the Poston units resulted from consideration.of
I the rapid escalation in the estimated cost of constructing

such units and of other capacity alternatives which it is
1

believed will be available to the AEP-System in the period,

j subsequent to 1987 and 1990.

| _

6, each of.which would have a nominal net rating of
The proposed characteristics of Poston Units No. 5

1 and No.
400 MW, which are being constructed at the existing E. M.

j . Poston Generating Station of CSOE in York Township, Athens
! County, Ohio,.were summarized in Appendix No. 3 to the Coor-

|
dination Agreement.

1.

! In Appendix No. 4 to the Coordination Agreement -

| summarizing the financial plan of AMPO for the acquisition
'

of its initial generating facilities - it was indicated
i that the most recent estimate of the total cost of con-
i struction of Poston Units No. 5 and No. 6, based on in-

service dates of 1987 and 1990, was that both units would
i cost approximately $880 million'. Since May, 1979, however,
f construction costs and estimates of future costs have so
! escalated that it is now believed, as we advised you in our
j letter of November 7th, that, based on in-service dates of
j 1987 and 1990, both units would cost more than $1.2 billion

to construct. The construction of Unit No. 5 alone would>

result in even higher cost of power since CSOE would not
construct Unit No. 6 if AMPO elected to purchase Unit No. 5.;

! The American Electric Power System, including AEP,
j. CSOE, and OPCO, supported, as you know, the proposed amend-
J ment to the Ohio Constitution set forth in Appendix 7 to
i the coordination Agreement but, unfortunately, the proposed

amendment was not adopted. The American Electric Powcr
System is pleased that, despite the misfortune, AMPO and

: the AMPO officers believe that financing and legal arrange-
! ments can be evolved which stand a reasonable chance of
j being saleable to the municipal communities as well as
j being marketable by them. It is noted, however, that a number

of legal questions.do remain and a test case in the courts-

will be an absolute requirement before AMPO can totally )
cLarit to exercise a Poston option under the Coordination '

Agreement.

L i

|
e l.
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American Municipal Power-
Ohio, Inc. -3- December 5, 1980

'

'

Under such conditions, the AEP System, including
. CSOE, has decided that CSOE will not continue.with the con-
I struction of Unit No. 5, or Unit No. 6, subsequent to

December 31, 1980 and that - although CSOE will not, for
the present at least, cancel and finally terminate, as
distinguished from postponing, further construction work
on the Poston units - it will shut the project down and not
make any further commitments for the manufacture, construc->

tion and installation of equipment which, absent such
decision, it would.be making in order to place Unit No. 5.

in commercial operation in 1987 and Unit No. 6 in commer-
cial operation in 1990. However, CSOE will cooperate with
AMPO in trying to maintain the effectiveness of all existing
permits relating to the construction of the Poston units.

1 .

{ It would be CSOE's intention, however, because of
; AMD7's developing plan for the acquisition and utilization
j of sne or both of the units to take such action as may be
i required to extend until June 30, 1981, the time within *

i which AMPO may elect, pursuant to Section 1.3(a) of the
i Coordination Agreement, to purchase Poston Unit No. 5 from
| CSOE or, at AMPO's election, Poston Units No. 5 and 6, on an-
| '"as is" basis on a closing date (the Closing Date) deter-

mined by AMPO and consented to by CSOE (which consent shall
; not be unreasonably withheld) on the terms contemplated by
. Section 1.3 (a) subject to the condition that unless other-
i wise consented to in writing by CSOE and OPCO, in no event
i shall the Closing Date under said Section 1.3(a) be later

than December 31, 1981. It would be CSOE's intention,
! under such circumstances, that, since the Election'Date
i under Section 1.3(a) of the Coordination Agreement could
; occur at any time prior to July 1, 1981, AMPO's right under
: Section 1.3(b) of the Coordination Agreement to elect, in
I the light of intervening developments, to acquire for AMPO
i generating facilities, other than either or both of the
i Poston units, through the mechanism of the Coordination
i Agreement, AMPO would similarly be entitled to effect the
; alternative election under Section 1.3(b) of the Coordination

Agreement at any time prior to July 1, 1981.
,

} The AEP System, including CSOE, understands that,
! under the foregoing conditions, if AMPO does purchase either
! or both of the Poston units but-costs, in addition to those
! now contemplated, are incurred as a result of postponing

construction of the additicnal units at the Poston Plant as,

i- a result of a necessity.to effect modifications in equipment
! for environmental.or other reasons, such factors would be -

I taken into account and provided for by AMPO in deciding to
i purchase the. Poston f acilities under the Coordination Agreement.

.
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American-Municipal Power-
Ohio, Inc.- -4- December 5, 1980.

.

- To effect the foregoing extension of the time
within which AMPO may effect an election to purchase either-
or both of the Poston units under the Coordination Agree-
ment, CSOE, OPCO and AEP have decided to, and hereby (i)
waive any requirement that the Election Date under Section
1.3(a) of the coordination Agreement occur on or before

; December 31, 1980 provided that if AMPO shall elect pur-
; suant to said Section. l. 3 (a) to purchase Poston Unit No. 5

or, alternatively, Poston Units Nos. 5 and 6, on an "as is"
basis, AMPO shall signify its election so to do by deliv-
ering written notice to such effect-to CSOE and OPCO pur-
suant to said Section 1.3(a) on or prior to June 30, 1981'

i and (ii) also waive any requirement that the Election Date
under Section 1.3(b) of the Coordination Agreement occur on

,

or before December 31, 1980 or any earlier date, provided
that, if AMPO shall decide to exercise the alternative con-
templated by Section 1.3(b) of the Coordination Agreement,,

| it shall so advise CSOE and OPCO in writing of its decision
i- prior to June 30, 1981.
;

| The waivers herein contained are granted in the

| light of the provisions of Section 1.13 of the Coordination
| Agreement, the provisions of which obligate AMPO, CSOE and
; OPCO, because of the interacting benefits and burdens con-
| templated by the Coordination Agreement, to act fairly witt
; respect to the transactions contemplated by the Coor-
1 dination Agreement, but, as expressly provided by the pro-
| visions of Section 4.4 of the Coordination Agreement, the
'-

failure of CSOE and OPCO to insist in this single instance .
I upon strict performance of the provisions of Section 1.3(a)

and Section 1.3 (b) of the Coordination Agreement, shall not
i be construed as a waiver by CSOE, OPCO or AEP of any of the
! other provisions of s&id Section 1.3 (a) , or said Section
4 1.3(b), of the Coordination Agreement, or the relin-

quishment of ahy of the rights to which CSOE, OPCO or AEP
are entitled but the same shall continue to remain in full

j force and effect except aa in this letter expressly pro-
1 vided. CSOE, in this conncocion, expressly reserves the

right, if AMPO shall fail to elect prior to June 30 , 1981
| to purchase Poston Unit No. 5, or Poston Units Nos. 5 and

,

6, on thn Lormn hnroin providnd, thornn rtor fi nn11y to;

; terminate construction of either or both of mae Poston
f units without any further condhltation with AMPO.

'

! Very truly yours,
i
1
'

AMERICAN ELECTRIC POWER
: COMPANY, INC.

By .

j Chairman of the Board

I,
4

._ _ . . . . _ - . ___ _ , , ,- - - . . .s-,. v. - .~.-.=----~--ee--- E.--~+- v-** -n" *--*e-""*N"-'--"-w""'~^'***~~'"'
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American Municipal l'uwer-
Ohio, Inc. -5- December 5, 1980

COLUMBUS AND SOUTHERN OHIO
ELECTRIC COMPANY

! #
: B . s. . , e,-nr. e,w

enior Vic'e Presid(nr. N
!

v'
!
i

OHIO POWER COMPANY
,

!
4

By M
Vice President'

:
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Exhibit No. 7

STEAM ELECTRIC GENERATING CAPACITY ADDITION
INSTALLED SINCE 1969 AND PLANNED FOR ~ INSTALLATION

BY CGE, CSOE, AND DPL
.

Net Ownership Share,
Generating In-Service Demonstrated Percent

Unit Date Capability,MW CGE CSOE DPL
,

Existing

Beckjord 6 July 1, 1969 420 27.5 12.5 50
4

Stuart 2 Oct. 11, 1970 585 39 26 35

Stuart 1 May.17, 1971 585 39 26 35

Stuart 3 May 10, 1972 585 39 26 35
,

Conesville 4 June 8, 1973 800 40 43.5 16.5

Stuart 4 June 21, 1974 585 39 26 35

Cone.9ville 6 Nov. 24, 1976 375 100 ----

] Conesville 6 June 1, 1978 375 100 ----
.

J

Planned (Under
Construction 1

W.H. Zimmer 1 1982(1) 807 40 28.5 31.5

1
.

Notes:

(1) Presently anticipated in-service date.

;

.

i

4

4

1

{ . *
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rwaher 1,1979(Page 1 of
Rev. 12-11-79

ORGANIZATION OF CCE COMMITTEES

.

CGE CSOE , DPL

EXECUTIVE COMMITTEE W. II . Dickhoner Ben T. Ray- R. E. Frazer

ENGINEERING & OPERATING E. A>. Borgmann *J. P. Penstermaker P. H. Forster
R. P. Wiwi** W. R. Kelley** *S. G. Smith **

T. R. Watkins C. R. Morey**
J. R. Dill **

Operating Subcommittee J. F. Raga *M. II . Knapp C. E. Scheer
II. E. Grimes J. J. Krupar**

i-
Transmission Loss Working Group Philip J. Engel * Scott Lockwood C. R. Lewis

Production Subcommittee S. G. Salay *L. W. Meredith C. R. Morey
L. W. Gleason** N. M. Champa** R. Ralston**,

J. F. Raga M . II. Knapp
.

H. E. Grimes ** R. J. McCloskey**"

q Protection Subcommittee *R. W. Haas D. P. Trego S. E. Grier

1

] Transmissica Planning Subcommittee *J. E. Grote R. M. Bertka C. R. Lewis
J. J. Ilunt D. M. Schlegel**

F

Transmission Engineeritig Subconmittee R. D. Swanson Z. J. Andracki *B. W. Liesch

LEGAL COMMITTEE W. J. Moran R. M. McMorrow . *J. R. Newlin

* Denotes Chairman
** Denotes Alternate Member
* Denotes Revision

$
W
z
P.

.

.I

*k
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _
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Decenoer J, 19/9.
(Ibg3 2 of 2)

CGE CSOE DPL

ACCOUNTING COMMITTEE M. L. Van Schoik' *R. A. Ileimann J. R. Dill

Subcommittees

Accounting *D. R. IIerche O. C. Bowers J. C. Wise

Depreciation D. R. IIerche A. J. Andracki *T. M. Kersey
W. L. Scheafer L. W. Meredith B. W. Liesch
R. D. Swanson J. E. llenderson E. J. Cutter
S. G. Salay R. J. Post

Internal Audit J. E. Feltner *L. L. Rapp T. J. Wabler
'

Overheads E. J. Averbeck *J. R. Orr L. S. Bierly
R. R. Ilartman C. R. Boyle

Plant Accounting W. L. Sheafer *G. L. McLoughlin J. 11 . Browne
E. A. Nicholson

Records Coordinating II . J. Averbeck C. R. Boyle *L. S. Bierly
T. J. Pohlabel

Tax F. E. Coyne J. R. Orr *E. C. Strain
W. A. Pinkerton D. L. Aukerman

NUCLEAR FINANCE COMMITTEE *W. II . Zimmer, Jr. J. M. Emery P. R. Anderson

INSURANCE COM*tITTEE *C. N. Khoury B. O. Lynn C. H. Mirro

,

I

M
* Denotes Chairman j** Denotes Alternate Member ge,

P-,
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1 Non. Associated Utilities
2

3 Ohio Edison FP 13 Battelle ' CS None 1,045(1) 1.095(1)
Ohio Valley Electric 0 6 Sargent RS None - -*

3 Corporation (5)
* *.

1

: Municica'ities _

9 O
N

'o City of Westerville FP i Westerville CS 10,000 33,216 45.810
m City of Jackson FP Z kson RS 6,000 6.842 8.832.

82 Village of Glouster FP d Glouster RS 1.000 1,218 1,343
is City of Columbus FP gu, High Street RS 5,000 51.413 54.870
na Dublin Rd. RS
is

,
Vine St. RS

i.

IF

is

19

; so

29

32

23 (1) KVA - All others are KW
| 3. (2) Fuel Adjustment & Surcrarge

23 (3) Fuel Adjustmenu & Excess KVA . -

24 (4) Aggregate of settlement f3r thd yearreceived from OVEC is pursuant to

27 section 403 of Atticle 4 (Supp{emenkal Po'werl of tne inter f'ompany

supdemer|tal b$ sis: varic.us dates during yeae.10.1953.2s Power Agreement among OVEC and sconsoring companies dated July
(5) Power sold to OVEC on a2,

3o

38

32

33

34
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I39

so |
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Details of Settlement for Interchanne Power ,",,

.?.

,-
.,

,

,.

Name of Comnany Explanation knount .,
.%

P

Nonassociated Utilities !< .

; Ohio Power Company Economy Energy In $ 229,714 [3
ELergency Energy In .545,023 vi
Short-Term In . 957 . .;

i Economy Energy Out (41,649) Ul
'' Emergency Energy out (406,415) e

Short-Term out (4.520.505) M
! L M d22.AL5F '|::

..

*
, The Dayton Power and Light Company Economy Energy In $ 20, T/8 "

'2'Emergency Enero,y In 44,161 i,

| 3 Economy Energy Out (1,526,573) [ >*p Emergency Ene.gy Out (375.695) ': .

b.
,
' * 6,11.DR,322) o
,

1
"Ohio. Edison Company Economy Energy In S 55,891 .,,

Emergency Energy In 2,463 ''

Economy Energy Out (3,408,326) .,

! ! Emergency Energy Out (1,520,434) , . . ,
'

Short-Term Out (5.320.820) 8

11&l22.22W ",'
..

'I The Cincinnati Cas & Electric Comprny Economy Energy In S 36,057 /.
;' Emergency Energy In 4,640 -.

Economy Energy Out (1,633,127) -

Emergency Energy Out (73,052) A'

- ;
- Short-Term out (4H.I24)- .s.

L L 713.W W .-
.

:,
.

.-

:

:. ;;
.
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EXHIBIT C Jr.ctt crp, .'Z
l' oven:ber 19, 1900 Ste. tis, C'.J |

PNichol sor., '.*FL |
LFDP,

'

NRCPDR ..
Docket Files'

Dacket l'o. 50-3584
i OELD

NSICMr. Earl A. Borgmann ',

TERA
.

'

Vice President - Engineerino .

AToalstonCincinnati Gas & Electric C5mpany
JSaltzmanP. O. Box 960 UFB ReadingCincinnati, Ohio 45201
UFB Files ( g,

i NRR Reading
!

Rei Request for Updated Antitrust ;

Infomation J

|

Dear Mr. Borgmann: |

On February 13, 1980 the Securities and Exchange Coct:iission approved the
acquisition of Columbus and Southern Ohio Electric Company (C&SOE), onc!

of the licensees of this facility, by American Electric Power Company: ,

| (AEP). This acquisition must be considered in connection with our
'

detemination whether there have been "significant changes in the licensee's
activities or proposed activities subsequent to the previous review by;

theAttorneyGeneral."1/ We are, therefore, requesting you to update'

i tne Antitrust Information submitted to the NRC on April 27,1977 to
address the impacts of the acquisition. As you are aware, we have also
published a Notice of Supplementary Antitrust Review of Operating License

:
~ Application ,2/ inviting coments from the public on the impacts of the

acquisition. Any coments received in response to that Notice will be
. considered along with your updated information.
i Attached,to .this. letter. is a list of questions and requests .for .infomation'

regarding the anticipated-impacts of the acquisition. Please cor. tact
-

Mr. Phillip Nicholson of the Utility Finance Branch-(301-492-8943) to
| establish.a . schedule:for ,the fi. ling of nsponses..to these requests. , ..?

!
Sincerely. -

.

/SLKROME SALTZMAN
~

i

i -

..ce..Jerome Saltzman, Chief
.. Utility Finance Branch '
.

. .

. F . Division of Engineering'
s

;
- - - - - - - ---- 0ffice of Nuclear-Reactor- -- - -

.-. _
Regulation' -

. n ..:

I Enclosurer ..
-

! As stated
-

..

im-~ u.',. a cgy .. , ,. ... .~,
,

.- - u. :
' cc: Troy Conner. Esq.s ;- See' previous yellow for concurrences.

_N ..atumac.r.u gy.esiE, mau ap suagcJgJr. 4r U.s.L..secunn.eU JDLC) M) . ''~9..

OFFICE 47/ Nevsenhe C lorn % tin g vmar_We W tt_f--- _ < -.-w.-
,

o rr e c c ). .g. M. . . . . . . . . . . . . . . . . . . . . . . . , d/F . . . .NRR: .. ................. .................

sununuck..b w.U...... .N. k . . . . .D v). . . .JSal
'

... .............. -- ............e
. ...

'

oATc > .#/.! E.0. . . . .l l. -!.7.7. . . . .1.l.18/8.0. . . . . . . 1.1/.1 80... ................1 .............
. ....
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/

Zimmer 1: Request for Updated Antitrust Information
*

.

Please update your operating license antit' rust information submittal of
April 27,1977 with respect to the fallowing questions or requests:

. s. ,
.

1. What is the current status of the CCD pool?
Is it operational?a.
What operational and planning functions does the pool perform?

|b.
What are the present and future joint activities conducted witiic.
res'pect to generation and transmission?

2. How may AEP's acquisition of C&SOE be expected to change the
coordination policies of the CCD pool and of C&SOE with respect to
the CCD pool and other non-CCD firms?

How will the structure, activities, policies, and practices ofa.
the CCD change as a result of the acquisition?

b. Does C&SOE acquire a larger proportional vote in CCD decision-
making as a result of the acquisition?

What is the effect of the acquisition on the coordination policyc.
of C&SOE with respect to non-CCD utilities?
-

3. How may the acquisition be expected to affect C&SOE's policy with
respect to wholesale power sales?

How may the acquisition be expected to affect policy towardsa.
current wholesale customers in terms of present demand and
future growth?

b. How may the acquisition be expected to affect policy towards
requests' for wholesale power-from utilities not-presently -- - -
served? - - _ _

.

How will C&SOE be integrated .inb)_the planning, operation, and manageO4. '

ment of the AEP system?
iWill C&SOE be operated as an autonomous entity with respect toa.

management policy concerning coordination and wholesale power
policy toward other firms?

b. Will C&SOE plan future additions to generation and transmission
with other affiliates in the AEP system?

Will .C&SCr's current generation and transmission be operated inc.
conjunction or coordination with that of other AEP affiliates?

5. Provide copies of the coordination agreement entered into between AEP,,
Ohio Power, C&SOE, and AMP 0 on May 1,1979 and the earlier (1974)
interconnection agreement between Ohio Power and AMP 0, both of which
are referenced in the February 13, 1980' SEC decision.on page 1 (foot-
note 1). ,

.

e

9
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EXHIBIT D'

,
-

k

i
! |
1

!

:
i

i

i

!

| COWIDENTIAL MENDRANDEM FOR: Steve Lewis OELD

| FROM: PM1 Richoisen. UFB
1

'

TELEPHONE CONTACTS WITH.0FFICIALS OF ECAR.! SUBJECT:

! CSOE, (SE. OPL AND AW O IN RELATION TO
ANTIT'IUST REVIEW OF ZIPOER 1 OL

'

In respuse to your request enclosed are summaries of telephone .
t

-

| conversations c==dneted by Artil Toalsten and phil Richolson with officials
]

'

.

| of East Central Area ReliaM11ty Group (ECAR), Columbus and Southorm
:

! Ohio Electric Campany (C30E), Cinciamati Gas and Electric Company (CEE).
i -_

j Dayton Power and Light Campany (Dpl), and American Municipal Power of
;

OMo. Inc.. (AMPO). These conversations were conducted as part of our

j investigation relating to the Zimmer 1 operatYog license revieu.
i

I '

i

Phil Nicholson
i Antitrust Econcerist
! Utility Finance Branch

Division of Engineering
Office of Nuclear Reactor

Regulation
i Enclosures:
1 As stated

j 81stribution
i UFB R.Ading
i UFB Antitrust
| PNicholson Reading
i AToalston
I

.

; NRR:UFB
I

; PNicholson:na
; 2/ /81
;

. . . -
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Telephone Contact - Zimmer - 2/6/81

Jerry Albert

East Central Area Reliability Group (ECAR)

Canton, Ohio

216-456-2488

Executive Board

Coordination Review Committee ,

1. Electric Equipment Panel

2. Generation Facility Panel
.

3. Operations Panel

4. Transmission Facility Panel

5. Environmental Panel

6. Generation Reserve Panel

7. Protection Panel

8. Transmission System Performance Panel

Each panel has 7 members selected from the utilities represerted by

ECAR.

Each utility submits its plans and the ECAR groups appaise these plans.

Jerry Albert, Bill Lewis and Owen Lentz of ECAR central office act as

liason with their assigned panels.

Liasons

Dayton P&L

Transmission - Ron Lewis
|

Operations - Carol Scheer *

Generation - Ted Santa

Cincinnati G & E
.

Transmission - Jim Hunt
|

Operations - J. Raga Generation - John Grote
.

Generation - John Grote
- _ _ .
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'AEP's corporate headquarters is in Columbus, Ohio. After acquisition by

AEP of CSOE, CSOE's planning personnel moved to AEP's Service Corporation-

the planning arm of AEP.

| Subsidiaries have separate distribution departments, so that CSOE's

distribution function probably did not change.

ECAR has no direct function with respect to contract or coordination:

|

arrangements among the ECAR utilities.

|

Telephone Contact - Zimmer - 2/6/81

Rolland H. Bertka 614-223-1000

Former manager of system planning for Columbus & Southern Ohio Electric

(CSOE), now head of EHV and interconnection planning, Bulk Transmission

Planning, for AEP. .

Formerly and still on the Columbus, Cincinati, u.yton (CCD) Transmission

Engineering Subcomittee. He expects this comittee to become less

active since no more joint transmission or generation by CCD is planneo

after Zimmer.

CSOE's automatic dispatch function has been transfezred to AEP, except,

jointly owned units by CCD are eobably specially handled.r

CSOE people

Mike Knapp still in CSOE operations

Don Howard - Mgr. Distribution Eng.

Evan Williams - Rates

j R. McMorrow - Lawyer

!
l

_ _ -
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Conesville 4 is a CSOE operated unit that is. jointly owned by CCD.
.-

fBertka is not familiar with rate making or contractural metters. He

believes that distribution functions are still handled by CSOE except

for generic matters.

Bertka estimated that he attended about 6 to 7 CCD committee meetings

last year.
.

Telephone Contact - Zimmer - 2/9/81

Cincinnati Gas & Electric 513-632-2663
:

; The following were on a speaker system:

Earl A. Borgmann - V.P. of Engr. and El. Production
'

)

; Dan Kemp - Legal Counsel f ar CG&E
,

Jerry Vinneman - Legal Caunsel for CG&E
!

i Steve Salay - Mgr. El. Production

CG&E o;.c ar&L have been jointly planning fossil fired generating units

since the early 70's after merger considerations began. They presently

jointly own 2-500 Mw units, are planning a 600 N unit for operation in

1982 and another 600 N unit for operation in late 19'80. Although, AEP
4

no longer desires to jointly own fossil units with CG&E and DP&L, it is

understood that AEP will share in future nuclear units. CG&E considers

the economy of scale of a 600 Mw fossil unit comparable to larger units

bec7.use of the greater reserve requirements for the larger units. They,

CG&E therefore does not believe that its planning program has been

significantly affected by-the CSOE - AEP merger.; ,

CG&E's operations has not been significantly affected as a result of the
,

merger. CCD was not a pool in an operating sense.

.-. . - _ . _ , _



I

''
4_

,

Intercennection arrangements and' power exchanges have not been affected

i since the interchanges have always been bi-lateral. CG&E has inter-

' connections with CSOE and Ohio Power Co. as before, and power exchanges~

,

are arranged between the operators of the companies involved.
4

} Although CG&E initially opposed the merger and continued to do so as a

matter or principle, from a practical standpoint it didn't make much
i

difference to them toward the end because the two companies became large

enough to install economy of scale fossil units, and when they saw that
1

the SEC was going to approve the merger they accepted the inevitable
|

I without a further fight.
5

With regard to a question I posed as to why the SEC had not mentioned or
1

i made any provisions for CG&E or DP&L in its decision, Mr. Borgmann

! referred me to the attorney involved in the SEC proceeding, Bill J.
i

I Moran,
,

bD

I Telephone Contact - Zimmer - 2/10/81
4

Dayton P&L - Pete Forster - V.P. Energy Resources
.

! 513-224-6000.
.

; Material change in the Company's position between 1968 when the SEC
4

! proceedings beg .i and in 1980. Have completed the plants in which OP&L

was a co-owner with CSOE, and now considers AEP as an asset in the!

t

' operation of these plants.

Approximate monthly planning meetings with CG&E and CSOE expected to

continue. The few additional people from AEP should add to these meetings.

f
No assurance from AEP that it would work with OP&L in planning a future

nuclear unit but no reason to believe either that it would not. - OP&L'

i

has no plans for any future nuclear units primarily due to the financial;

problems involved with nuclear.

.

--- - , , , - , ~ , - . .. 7 n . ~ . . - n--,4 ,-~--
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Forster noc familiar with the legal stance taken by DP&L toward the erc

of the SEC proceedings, but as conditions changed during the period he'

l

alieves tne officers of the Company changed their thir. king and did not

oppose the merger toward the end.

Telephone Contact - Zimmer - 2/9-10/81
1

George Crosby, Executive Manager

American Municipal Power -Ohio, Inc. (AMPO)

614-457-1274

AMP 0 consists of 51 member municipal electric systems and mainly serves

to procure bulk power for the members. At present AMP 0 owns neither
i

i generation nor transmission and thus now acts primarily as a broker.

Some examples of the transactions it has conducted are the PASNY -

Cleveland power sale and a seasonal power exchange between Buckeye (a

power supply arm of the Ohio cooperatives) and the cities of Cleveland

and Hamilton. .

As the law now stands in Ohio there is nothing to prevent AMP 0 from

owning generation and transmission. However, because AMP 0 is not a

j political subdivision, it cannot finance on a tax-exempt basis. Further,

alt augh inividual municipalites can issue debt on a tax-exempt basis -

and, in Crosby's opinion, combine on a joint basis to issue a joint debt

instrument, the municipalites do face two general legal restrictions

which impede efforts 'o finance economical generation. First, municipalities

cannot jointly own (or probably jointly finance) generation with investor

. . - - _-
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|
owned utilities. Second, an individual municipality cannot sell outside

of its city limits an amount of power greater than 50 percent of the

amount of power consumed within the city limits - the so-colled 50

percent limitation. The effect is, of course, to prevent a city from

| building a plant much larger than its needs, that is, a plant.of economical

! scale.
I -

The recently defeated proposed amendment to the Ohio constitution would
,

,

have effectively disposed of the restrictions by allowing the state
.

legislature to create by law a publicly-owned wholesale electric authority.
.|

The legislature could have designated AMP 0 or a similar organization as

golitical subdivision. In that way AMP 0 could issue tax-exempt debt.a

Further, the proposed amendment would eliminate.1 the 50 percent limitation

and the -rest-iction. on joint ownership with investor-owned utilities.

As an aside Crosby did indicate that the Ohio private utilities surrerted

the amendment.

AMP 0 is now faced with the task of implementing the May 1979 coordination

agreement with AEP, Ohio Power and CSOE under the present law. The

primary effect of the agreement is to give the members of AMP 0 the

option to acquire Poston 5 and 6 from CSOE. Crosby feels these units

are economically and technically feasible for the cities to acquire. As

for financing, it is felt that only a single debt instrument will be

issued on behalf of all participants with each participant suscribing

its pro-rata support to its share of the units. Crosby indicated AMP 0

; will seek a legal ruling on this method of financing.
,
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AMP 0 seems well satisfied with the May 1979 agreement. In Crosby's

opinion it represents a real breakthrough in relationships between the

private sector and the public sector. He did admit the pace of negotiations

was slow until -the 1978 SEC decision and then increased in speed thereafter.

However, the agreement itself adds a generation option to those contained

in the 1974 agreement, namely the limited-term servicc, short-term

service, emergency service and transmission service. With regard to

transmission service, it is felt that this now extends to tte CSOE area,

if it didn't before.
The AEP-CSOE merger is not regarded as having significant adverse impacts

on the municipal systems. No adverse effect was expected on coordination

relationships between AEP-CSOE and the AMP 0 systems. Further, Crosby did

not think it likely that before the merger systems in CSOE's area looked

to Ohio Power or systems in Ohio Power's area for power supply and vice-

versa. Finally, no adverse impact was expected from the merger on

AMP 0's ability to act as a wholesale of electric power.

a.l 1[p N$e W
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Phil Nicholson
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June 18, 1981 '

b v

Joseph Rutberg, Esquire
Assistant Chief Hearing
Counsel / Antitrust Counsel
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555 .

|

Re: In the Matter of Cincinatti
Gas and Electric Co., et al.

,

(Zimmer Nuclear Power 5tation) ,
NRC Docket No. 50-358A 1

|
Dear Mr. Rutberg:

-
.

Thid is in response to your letter of Junt. 5, 1981 which
i

s

enclosed a draft evaluation entitled "Zimmer Nuclear Power Station,
{Unit 1: NRC Staff's Analysis of Whether CSOE's Acquisition by AEP
{Constitutes A "Significant Change" Requiring A Further Antitru:sc jReview."

After ana yzing the above described draft evaluation wc have
concluded that' based on the facts contained therein we do not dis-
agree with the Staff's analysis that the acquisition of CSOE by
AEP does not constitute a "significant change". i

. . .

c rely yours,
*

-

/,

8so %
ohald A. Kaplan '

Chief
Energy Section

* Antitrust Division
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