Alabama Electric Cooperative, Inc

And
i

Mr. Richard C. DeYoung

Director

Office of Inspection and
Enforcement

U.S. Nuclear Regulatory Commission

Washington, D.C. 20555

Dear Mr. DeYoung:

Alabama Electric Cooperative, Inc. (AEC), pursuant to
Section 2.206 of the Commission's Rules of Practice,
requests the Director, Office of Inspection and Enforcement,
to take appropriate action against Alabama Power Conpany
(APCo) in connection with APCo's licenses for the operation
of Farley Nuclear Plant, Units 1 and 2, based on APCo's will-
ful and continuing violation of Antitrust License Condition
No. 2. Under the circumstances set forth below, it 1is
submitted that appropriate action should include (1) suspend-
ing APCo's licenses to operate Farley Nuclear Plant unless,
within the period fixed by you for APCo's response, APCo has
discontinued all such violations and has demonstrated that
it has brought itself into full compliance with said Condi-
tion No. 2; and (2) imposing upon APCo the maximum civil
penalty provided by law.

All licenses issued to APCo for the Farley Nuclear
Plant, Units 1 and 2, are subject to Antitrust License
tion No. 2, which provides:

"2. Licensee shall offer to sell to AEC
an undivided ownarship interest in Units 1 and
2 of the Farley Nuclear Plant. The percentage
of ownership interest to be so cffered shall be
an amount based on the relative sizes of the
respective peak loads of AEC and the Licensee
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Alabama Electric Cooperative, Inc.

(excluding from the Licensee's peak load that amount
imposed by members of AEC upon the electric system
of the Licensee) occurring in 1976. The price to be
paid by AEC for its proportionate share of Units 1
and 2, determined in accordance with the foregoing
formula, will be established by the parties through
good faith negotiations. The price shall be
sufficient to fairly reimburse Licensee for the
proportionate share of its total costs related to
the Units 1 and 2 including, but not limited to,

all costs of construction, installation, ownership
and licensing, as of a date, to be agreed to by the
two parties, which fairly accommodates both their
respective interests. The offer by Licensee to sell
an undivided ownership interest in Units 1 and 2 may
be conditioned, at Licensee's option, on the agree-
ment by AEC to waive any right of partition of the
Farley plant and to avoid interference in the day-to-
day operation of the plant." [1/]

The intent of this License Condition was explicated at
length in ALAB-646, 13 NRC at 1102-1108. This condition has
been final and binding on APCo since August 10, 198l1. How-
ever, in the nearly three years since that date, it 1s the
submission of AEC that APCo has made no good faith effort
whatsoever to comply with this License Condition; that APCc
instead has refused to negotiate a reasonable ownership
agreement with AEC; and to the extent APCo has been will
to discuss the matter at all, APCo has proposed highly
irrational, bizarre and unreasonable terms and conditions
with respect to AEC's ownership rights such that APCo's
position clearly evidences bad faith and a deliberate

1 This License Condition was imposed, and its lawfulne

and appropriateness was upheld and affirmed in extensive lit-
igation. In the Matter of Alabama Power Company, ALAB-646,
13 NRC 1027 (1981), Commission review denied, 14 NRC 795
(1981), affirmed Alabama Power Co, v. Nuclear Requlatory

692 F.2d 1362 (.lth Cir. 1982), rehearing and rehear-
ing en banc denied 698 F.2d 1238 (1983), certiorari denied
U.S. 04 8.C (1983)
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practice and course of conduct of refusing to comply with
the License Condition required by this Commission.2

On July 17, 1981, AEC by letter requested APCo to
furnish detailed cost information on the Farley Units to
enable meaningful discussions to get under way. On July 23,
1981, APCo by letter refused to initiate discussions and, by
1ts silence on the subject, refused to furnish the reqguested
cost data. After a renewed request by AEC in October, 1981,
APCo responded that the cost data would be forwarded later;
implicit in this response was the incredible claim that APCo
did not then have cost data for its nuclear units currently
available. APCo also took the position that AEC would have
to pay replacement cost to APCo for the amount of capacity
represented by AEC's share of the nuclear units. Some data
was furnished by APCo in November 1981; however, it
required a number of clarifications and explanation due to
its barebones nature. This was requested by letter from
counsel for AEC to counsel for APCo, TJTanuary 6, 1982. A
partial response was received from APCo in February 1982.

The foot-dragging and bad faith tenor of APCo's approach
to discussions regarding its compliance with its License
Condition may be gleaned from passages from its letter
of May 6, 1982, written at the time that AEC was still trying
to get reasonably detailed cost data from the Company:

"As you are aware, the sale of plant as reqguired

by this license condition will result in the need

to replace the capacity sold with capacity costing
in the thousands of dollars per kilowatt. This
additional cost must then be recovered in our rates
to our customers. We would be interested in getting

2/ APCo's numerous requests for stay of the effectiveness

of this ownership access License Condition were denied suc-
cessively by the Commission (14 NRC 795, October 22, 1981),
by the Eleventh Ci.cuit (orders issued January 20, 1982, and
March 4, 1983), and by Justice Powell acting as Circuit
Justice (order issued April 6, 1983). Thus, at all times
since August 10, 1981, APCo has had an affirmative
obligation to comply with Antitrust License Condition No. 2.
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Mr. Charles R.

April 29,
Page 6

1.

1983

Lowman

Responsibility of APCO, as Operator, to AEC - Sharing
of Costs - 2llocation of Risk of Loss of Plant and
Damage or Injury to Third Parties.

(a)

(b)

AEC shall pay, in advance, a prec rata share of
all costs associated with operating and main-
taining the plant, making capital improvements
and additions, acguiring nuclear fuel, partici-
pation in nuclear industry organizations deter-
mined by APCO to be in the interest of the
plant, and for an allocation of general corpo-
rate expenses (including but not limited to
administrative and general expenses and general
plant costs). These obligations shall continue
regardless of plant performance or periods of
prolonged outage or permanent shutdown. AEC
shall agree to accept the terms and conditions
of, and agree to be bound by, all contracts
associated with construction, operation and
maintenance of the plant or the acgquisition of
nuclear fuel which APCO or others on APCO's
behalf have entered into prior to a sale to AEC
or which are entered. into thereafter. The
costs to be shared by AEC shall be those re-
quired by regulatory bodies or determined by
APCO (in its sole judgment) to be desirable.
APCO shall have no liability to AEC for costs
of any nature associated with the decision to
make such alterations or improvements or to
incur such operating or maintenance expense.
AEC shall contribute funds in advance from time
to time, necessary to acguire nuclear fuel (or
its ingredients) during the fuel cycle. Such
payments shall be on a pro rata basis. AEC
will not be granted title to the fuel or its
ingredients but will have contract rights and
obligations resulting from such payments.

Fees for operating and meintaining the plant,
shall be $1.0 million per yvear, escalated each
year based cn an acceptable Government index.
A fee shall also be assessed egual to 15% of
AEC's pro rata share of all direct and indirect
expenditures associated with the making of any
capital improvements. A fee equal to ten per-
cent (l0%) of AEC's pro rata share of the an-

nual fuel costs shall alsc be assessed. These
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(CTosing Assumed 6/30/83)
b 4 - " ™~
(In Thousands of Dollars)

Net Adjusted Investment . . . . « « « « « o o o o o o+« « « « 18,118

——
-

Capital costs during fabrication in excss
of booked . g s e w B &R o e b, T

(k)
ax Effect ‘b’. B R et T e O 8,91

-
)

Adjustment for Income

Construction Work in Progress . . . . « « « ¢« ¢ &« & & &

L R S R RN SR R T

NOTES:

(a) Data to be revised and ad:usted to actual closing date. Cost estinates
rounded to nearest 1,000 dollars

(b) The estimated income tax effect will be actualized to reflect
unforeseen adverse impact.
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Mr. Charles R. Lowman
June 10, 1983

c-atement is consistent with

traditional principles applicable to anti-trust remedies.
Even the harsh remedy of divestiture in anti-trust suits does
not require sale at original cost where original cost is less
than the fair or reasonable value of an asset required to be
sold. We reject Alabama Electric's suggestion that the
Eleventh Circuit interpretation of the price component of the

divestiture remedy was error.

cere effort to value the asset to be
dance with the principles which are
d divestiture in this case. We feel
tatives announced in the
nveyed below its cost, has

and "value”. The Court's

Our offer was a sin
conveyed to AEC in accor

applicable to the require
the principle which your represen
meeting, i.e., that the asset be co

no basis.

The other philosophical difference which surfaced in our
discussions was that Alabama Electric expected Alabama Power
to share in any additional burdens or increased costs which
might arise because of AEC's participation. This is also a
notion which we reject. Consistent with the provisions of the
license condition, it is the position of Alabama Power that it
should not be exposed to the risk of any additional costs
arising out of the ownership interest to be conveyed to
Alabama Electric. In this category of costs, we include not

only dollars actually paid out but also exposures to future
vy that Alabama Electric

costs. Accordingly, we feel strongl
must provide security against the risks of default on unfunded
future costs, such as decommissioning costs.

he felt it was unreasonable for REA to

labama Electric's obligation for such
's banker. We don't feel

lationship between REA and

Mr. Rogers stated
be asked to guarantee A
future costs since REA is merely AEC
that such characterization of the re
Alabama Electric should preclude it from providing a
reasonable guarantee. But for REA, AEC, with its lack of
equity investment, could not borrow the money required to make
the investment. Moreover, it is our understanding that in all

past REA loans to AEC as well as future REA loan guarantees,
REA will hold as security all the identifiable properties of
AEC including after acquired assets. Were Alabama Electric to
default on its obligations to pay such future costs and go
into bankruptcy, its member-owners would provide little or no

protection as equity owners. The secured creditor would wind
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DATA REQUEST ITEM 1

ALABAMA POWER COMPANY'S
DETERMINATION OF AEC
OWNERSHIP ENTITLEMENT IN
FARLEY NUCLEAR PLANT

The Atomic Safety and Licensing Appeal Board issued an allocation
formula to determine the percentage of Farley Nuclear Plant to be sold to
AEC based on the ratio of: (a) the aggregate coincident peakx demand of
all wholesale-for-resale members of AEC in Alabama during 1976 to, (b) the
sum of the coincident peak demand of AEC and the territorial peak hour demand
of the Company (excluding the peak hour demands imposed by members of AEC)

in 1976.

The Company's determination of the AEC ownership entitlement pursuant
to the order is 5.95%Z, based on the AEC and APCO peak loads which occurred
on July 21 and July 26, respectively, as shown on Attachment A. APCO's
peak demand includes interruptible load which was curtailed at the time
of the Company's peak. SEPA preference customer load is excluded from the
wholesale-for-resale customers of Alabama and the off-system members of
AEC served by the Company. The Company considers the treatment of these
components consistent with the licensing order for the following reasons:

(1) 1In the Company's planning process, interruptible load
has been historically regarded as a capacity resource.
Reserves have been provided for this component just

as for any other firm load.

(2) The SEPA preference customer load is a contractual
obligation to be supplied by SEPA to the various
wholesale-for-resale customer of the Company with
whom SEPA has contracted to sell capacity and energy.
The SEPA capacity sold directly to AEC is not allocated
specifically to AEC's on-system wholesale-for-resale
customers and, therefore, is considered as a capacity

resource.

The individual company demands, as shown on Attachment A, were developed
using the following assumptions and data:

AEC's Load Component

The date of AEC's 1976 peak hour, the 60-minute peak demand, and the

Florida nd industrial load of AEC were taken from a letter to Mr. Jesse
S. Vogtle from Mr. Charles R. Lowman dated June 4, 1982. These values

were as follows:

Date: July 21, 1976 @ 6:00 p.m.

60 Minute Peak Demand: 243.9 MW
Florida and Industrial Load: 40.0 MW




off-system members'

load research data.

indicating demand
ment and estimates for those hours when the
magnetic tapes. The load research data as
been adjusted for SEPA preference customers

60-minute peak
This data was
meters adjusted

The SEPA preference customer allocation
This was allocat:d in the following manner:
by APCO, 8.6 MW to Cooperatives not members
30.8 MW to Cooperative members AEC and se

WU

"1 O

-~ =
v i

The sum of the AEC
coincident demand of industrial loads and
plus the 60-minute off-system peak demand
minus the SEPA preference customer allocation
AEC equals the aggregate coincident peak demar
members of AEC in Alabama durirg 1976.

60-minute system peak deman
loads

of mem

APC0O's Load Component

The Company's 1976 60-minute peak

The Company peak demand as shown

load and 98.3 MW of :

The AEC off-system member load at the time

mined from the Company's load research data.
Attachment B include preference customer
preference customer allocation to the municipals
members of AEC amounted to 67.5 MW in 1976 (58,8

p.m.
of iﬂterruDCed

PA

the §
lloca

The sum of the APCO 60-minute peak demand incl
customer allocation and interrupted load minus the
load in Alabama coincident with APCO's peak hour
customer allocation not associated with AEC equals
hour demand of the company excluding the effects

minu

:He

formula,
calculates that

The allocation
Appeal Board,

sold to AEC,

Municipals
served by

served

July 26 at
includes "
tomer allocation.
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ATTACHMENT

& LN i

A

a

AEC'S LOAD COMPONENT

o/

Peak Day Occurred on July 21, 1976 @

60-minute system peak demand

Less calculated coincident

demand of industrial
and load in Florida

load
Net on-system load

60-minute off-system peak demand
(Includes SEPA Preference

Customer Allocatior

Less SEPA Preference Customer Demand

Off-System Load

. . . -

AEC'S WHOLESALE FOR RETAIL DEMAND IN ALABAM

T2V Y.

APCO'S LOAD COMPONENT

Peak Day Occurred on July 26, 1976 @ 1:00 p.m.

60-m.inute system peak demand including 98.3 MW SEP!
Allocation and 142.5 MW for Interruptible Load

SEPA

Less AEC member off-system load in Alabama 2 i
(Includes SEPA Preference Customer Allocation

Less remaining SEPA Preference Customer
Municipals and Cooperatives not

me
JEPEE

APCO ADJUSTED DEMAND

(B)

% Purchase Allotment

AEC's on-system and off-system wi
during AEC's peak hour in 1976

APCO's 1976 peak hour demand adjusted f
Customer Allotment and the

demands imposed
on the APCO

Al

system

3
Allotment
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ATTACHMENT B
Page 2 of &

SEPA Load Research
Capacity July 26, 1976 July
Allocation 1 PM
kW kW

) ldwin County Barnwell
f Crossroads
Foley
Rosinton
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Stapleton
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ATTACEMENT 3
Page 3 of &

SEPA [oad Research Data
Capacity 26, 1976 July 21, 1976
Allocatlion 1 PM 6§ F

kW kW k

»

Arrowhead 328 2410.8
Halstead 486 4242.0
Legrand 206 1600.2
Notasulga 162 1240.05
Pintlalla Cut-in Date 10-5-76
Unicn Springs : 4760.0
Woodley 3820.6
Wye Community — 1443 .4

Total 19,517.05
Ra River ECI - East Gate 74 2100.0

Eufaula ] 528.15
Newton 2 978.6

Qzark 5 1810.2

Total 5,416.95

foneer ECI Benton 1864.0
Braggs 967.2
Camden 433.3
Five Points 1047.2
Georgianna 2892.4
Gordonsville ‘ 977.9
Greenvill L 4971.6
Qak Hill 1177.2
Selma ' 2802.5

Total




fTallapoosa River ECI

Backwater
Brown-Uchae
Cheana Mtn.
Cottonton
Elias

Ft. Mitchell
Hurtsboro
LaFayette
Mellow Valley
New Site
Opelika
Penton
Providence
Pyriton
Randolph Cty.
Sturkie
Tallapoosa River

Total

Ashford

Bay Springs
Burch Pond
Columbia
Cottonwood
Hartford
Limestone Ck.
Slocomb

Wiregrass ECI

Total

jiagnetic tape data had an error flag;

he station was out of service the previous hour;

jnay be a partial hour,

o i ancatoren veiies o ogene o S Sk g 1t

SEPA
Capacicty

Allocacigg

KW

ATTACEMENT 3

Page 4 of &4

Load Research Data
July 26, 1976 July 21,
1 PM 6 PM

- -~k

«W W

1893.5
2365.3 (2)
237.5 |

913.3
365.4
2879.1
343,
503.8 (2)
3405.15

HEN

N Nt N

Cut-in-date

SlIndicating meter installed during these periods of record.

therefore,

1800.75
1340.85
2325.4
410.5%
852.7 (3)
165+.8
467.0 (1)

21,759.35

4048.8
591.4
1546,
2186.8
2557.8
1596.0
5969.7
1880.55

el ]
L =y
@ -~ w

R N e S
N OOy

N

-
2P

(

QW w e o

WO M-~
n

— N
O oW

22,377.85

Estimated quantity shownm.
the data was estimated.

therefore, this hou
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APPLICATION OF POLICY his policy applies on'y to b niury

or property dama;c (1) which s caused during the roixy pesiod by

EXCLUS

This policy does aot apaiv

(a) w0 oy obligat:on ‘or which the insuicd or ar drrier as his ‘n
surer may be held lable under any waikmen s compensation, un
employment compensation or disability benchits la ¢ under any
simila; aw
except with respect 'o liability of arother assumed by e
under contracy, to bodily \mury to any empicyse of “he msur-d
ansing out of and in the course ot his emplorment by the i
sured; but this exclusion does not apoiy to bolily injury to any
person who is not empioyed at ind n “cnnection with the facility
tf the insured has complied wth the requiremests ¢ the 2priradle
WOrkmsn § COMPentilion Of occupat:onal disense Iw ref dectig
the secaning of conip v sation benefit: thereunder (o his emyle yees
te havility assumed by the insuied under contrsct, other than an
assumption ‘0 & contrac: with another of 1ve Lialudity of any porson
or organization which ‘would he imposed by law on such versos or
organizauon in the absence of an exuress assumi tion ot liability
to bodily injury or property damage dus to the manufacturing
handl.ag or us2 at the locs:.on designated in Item 3 >f the delara-

the nuclear energy hazard and (2) which is discovered and for viuch

Sl
VALl 3

written Claim mace against the insured, not later than two vears after
the end Ot the policy periog

IONS O

uons n

nuciear weapon or other

nstiument of s fding al iliear matenal or byproguct
matenal

to bodily n / tuoerty damage due to war, whether or not
cdeclared, aivil war, insurrection, reseliion or revolution, or to any
A€t Or condition Inc:dent 10 any of che foregoing;

'C propernty damage to any property at ‘he location designated in
Iten 3 of the declarations other than awrcraft watercraft or ve
hicies licensed for highway use, provided such aircraft. watercraft
or vehicles ars ot used in connect:on with the op=ration of the
facity

10 propery damage 0 nuciear material in the course of transporta-
tion to or from the facility including handling or storage incidental
thereto

under Coverape B, to property damage due to negiect of the in-
sured to use all reasonable means to save and preserve the prop-
‘rty after knowledge of the occurreace resulting in such property

camaee

CONDITIONS

PREMIUM The named iwsured shai! —ay the companies the advance

mp
premium stated in he declsratwnt, tor the period from the effective
date of this poiscy through Decembe: 31 fo/lowmng. Thersafrer, at the
beginning of eacn caiendar year wh l¢ thus pulicy 15 1n forze, the named
nsured shall pay the advance pramium ‘or tuch vear o the companies
‘he advance premium for cach calendar yest shail be stered in a
‘ritten notice given, by the comnpo e 1o the named usured as soon as
practicable prior 10 or altsr the eginding of such year

Such advenc: premiums <re estimated premiums onlv As s3oa as
practicable after sach December 11 und after the term wlion o1 this
policy, the sarmned premium for the prececung prait:um period saall De
computed in accerdance with the companies rules, ates, ratine plans
premiums anc mumum premiums applicable o thee wasurance | the
earned previwin thus computed for anv premic v period exceeds the
advance premum previvusly paid for such senod. the named nsure |
saall pay the excesy o the compaiies: if less. 'he compames shall re
tarn o the narmed msured the unzained porton paid By such insusee

The .an od insured .hall mauntain recoids of the iaformation ruece
sy for picmiam computation 204 shall send copier of such recouds 10
he comrpenes ac directed it the end of each cilenda; vear. at the =nd
of the poicy period and ai such other times ditag the policv period
as 'ne comranres may direct

INSPECTION; SUSPENSION Tre coirpinies 1hai! B2 Sermitied
intpect the facity 20d to examine the insured's hooks and records
any time, as far as they relate to the sudieer maier of (15 msurince

If a repcesentative ox the comparnios ~ scovers a3 corwiiicn why n:
bzleves 10 be unc:sly dangerous &b tespect 1o ihe uuclear ene’s
hizard, 3 representative of the companiss may request 17at s ach condi-
tion be coctcied without delav. In the svent of roia-compiince with
such request, a reprosentative of the commraies muy, by noice to the
named nsured, to any othe:r person (7 organwation ~unsidered by the
(omparies & de responsibie for the conbauvanc: G wich dangerous
condit:an, and to the United States Atom < Znergr Comassion, sus-
penc the .nsurmanc: with respec: to the narwd insured aad such cther
rerson or ofgamization cFective 12:00 mudugt of ‘de next business
day of sweh Commusion foilowing the date that such Commy uion
receives suchi no*wce. The penod of such suspens:on shall terrmin.t: as
vl the tume stated n. a written notice from the companies 10 the named
iisurea and each su h person or organization tha’ juch ndition has
**A corrected

LIMIT OF LIABILITY; TERMINATION OF POLICY UPON EX.
HAUSY:ON OF LIMIT Regardlesr of the rumber of persons and
orgamzations who are sureds une ¢ thus ol oy and regardiess of the
Aumber of clarms made and sets Lought aga. v any or all insureds

because of oue ¢ more occurrences Suiting n b\ Yy injury or prop-

erty damage caused duning the policy period by the nuclear energy
hazard. the limut of the companies liability stated in the deciarations is
the total hability of the companies their obligations under this
policy and the expenses incurred by the ccalaci®: 1a connection with
such ‘F.,S]T,Gni m(.ucmg
(3) paymeais in settlement of claims and in sausfaction of judgments
againct the insurecs for damages because of bodily injury or pro
*iy damage, paymeprs [:de under parts (2), (3) and (4:’
?¢ A and paviments inade i settlement of claims un
rages B and C;

(0! paymints for expenses incuired in the wnvestigation, negotauon,
sevlemeal aod defense oi any claim or sut iacivaing, dut not
lanited to, the cost of such services by salaried empioyees of the
companies, fees and expenses of independeatr adjusters. attorneys
fees 2r. disbursements, expenses [or expeit testimony, aspection
and poraisal of property, examination, X-ray or autopsv or medi-
(3. expenses o/ any kund,

(¢) paymerts ‘or *xpeases .ncuridd by the compaiies w *avestigating
in occurT nce resulting in bOdiy mjury or property damage or in
mimimizin 3 its «ffects

Each 4 ment mad: by the companies in discharge ¢ their obligstions

und'r tas polcy or for expenses incurred in colnection with such

ool g7 bens shall “educe by the amours of zuch paymesnt 'be limit of the

SOMIragees Jiadili v under this poiicy

! dunng the oolicy perwod or subsequent thersto, the total of such

pa meats made by the companies shall exhaust the limit of the com-
p nies ability uoder thus policy. all liability and obiigations of the
ampanies under this policy shall thereupan rermuaare and shall be
maclusively presumed t: have been dischargd This policy, if not
theretotors cunceles. shall therevpon automatiailly terminate

Regardies; of the number of vears this policy sh2il continue in force
ind the sumber ol premiums which shail be payable or paid. the limit
ot the ymianies  Lability stated in the declarations shall not be
Cumasiative from vear to

LIMITATION QOF LIASILITY; COMMON OCCURRENCE A

rence s

s of wes resulung w0 dodily inyury or property
daiNse ansang out iU f 1037 Tive, 1IOXIC expiusive or other hazard-
ous 0 ertics

1) nuclear dispersed from ‘he facility over a

penoa ( v r ionger and aiso ansing out of
uch pro ! I other nuclear material so discharged

persec !r ! ( ther nucicar facilities insured by
ompanies L Nuciear Energy Liabiiiry Policy (Facimme

WS material, sp | Giear matenia’, srent fuel or waste in the




Act of 1954, or any law amendatory thereof, with respect to aoy
activities or operations conducted thereat;

“asclear reactor” means any apparatus designed or used to sustain
pur'sar fission in a self-supporung chain reaction or to conryn 2
c mass of fissionabie material;

“awciear energy hazard" means the radioactive, toxic, explosive or

other bazardous properties of nuclear material, but only if

(1) the nuclear material is ar the facility or bas been discharged or
dispersed tberefrom without intent to relinquish possession of
custody thereof to any person or organizaton, or
the nuclear material is in an insured shipment which is (a) in
the course of transportation, including bandling and temporary
storage incidental thereto, within the territorial limits of the
United States of America, its territories or possessions, Puerto
Rico or the Canal Zooe and (b) away from any otber nuciear
faciliry ;

EXCL

This policy does not apply:

) to anv obligation for which the insured or any carrier as his
irsurer may be beld liable under any workmen's compensation
unermmpiovment compensation or disability bepefits law, or under
any similar law;

except tvith respecr to liability of another asrumed by the in-
sured under contrac:, to bodily igjury to any employee of the
insured arising out of and in the course of his emplovmest by
the insured; but this exclusion does not appiy to bodily injury
to apny persoa who is not empioyed at and io connection with
the facility if the insured bas complied with the requirements
of tLe applicable workroen’s compensation or occupational dis-
ease law respecting the securing of compeasation bepefits there-
under *o his empioyees;

to liability assumed by the insured under contract, other than
an assummption in a cootract with another of the liability of any
person or orgapization which would be imposed by law on such
person or organization in tbe absence of an express assumption
of liability;

bodily injury or property damage due to the manufacturing,

‘insured shipment” means a shipment of source material, special
nuciear rmatenal ip(!‘.? iyel or waste Jerein calied marerial,
1) to the facility from a nuclear facility owned by the United
Scates of America, but only if the transportaton of the material is
not by predetermination to be interrupted by the removal of the
materiai from a trapsporting convevance 1or any purpose other than
the continuation Of its transportaton, or : tfrom the faciiity ﬂe
any other location except an indemnified nuclear faality, but only
untu the material is removed from a !FICSDCF‘.AS: convevance
any purpose other than the continnation of its transporration.

APPLICATION OF POLICY This policr appiies onls

injury or property damage (1) which is caused curing the policy
period by the nuciear energy bazard and (2) which is discovered
and for which written claim is made against the insured, not later
than two vears after the end of the policy period.

USIONS

handling or use at the location designated in Item 3 of the
declarations, in time of peace or war, of any nuciear wreapon
or other instrument of war utilizing special puciear material or
bvproduct material;

to bodily injury . t due to war, whether or not
declared, p , iBsy , rebellion or revoiytion, or to

ell
any act ition in f aoy of the foregoing;

to damage ro any property at the location designated
n the declaranons, other than aircraft, watercraft or
vehicles licensed for highway use, provided such aircraft, water-
craft or vehicles are not used in connection with the operation
of the facility;

to property damage to nuclear material io the course of trans-
portation to or from the facility includiagz bandling or storage
incidental thereto;

under Coverage B, to property damage due to neglect of the
insured to use all reasonable means to save and preserve the
properry after knowledge of the occurrence resuiting in such
property damage.

CONDITIONS

PREMIUM The named insured shall pay the companies the advance
premiur iiated in the declarations, for the period from the efective
date of this policy through December 31 foliowing. Thereafter, at
the beginning of each caiendar vear while this policy is io foree,
the named iosured shall pay the advance premium for such year to
the companies. The advance nremium for each calendar year shall
be stared in a wrriften notice given by the companies to the named
iosured as soon as practicable prior to or after the beginning of
iuch year.

Such advance premiums are estmated premiums only. As soon
as practicable afrer each December 31 and after the termination of
this policy, the earned premium for the preceding premium period
shall be cumputed in accordance with the companies’ ruies, rates,
rating plans, premiums and minimum premiums applicable to thi
insurance. If the earned premium th.s computed for any premium
period exceeds the advance premium previously paid for such perod,
the named insured shall pay the excess to the conpanies; if less, the
companies shall return to the named insured the unearned portion
paid by such insured.

The named insured shall maintain records of the informagoon
necessary for premium computartion and shall send copier of such
records to the companies as directed, at the end of each calendar
vear, at the end of the policy period and at such other umes duriag
the policy period s the companies may direct

INSPECTION: SUSPENSION The companies shall be permitted t©
inspect the facility and to examine the insured’'s books and records
at any time, as far as they relate ro the subject marter of this
insurance.

If a representative of the companies discovers a condition which
he ieves to be undulv dangerous with respect to the nuciear
er bazard representative of the compa. ‘es may request thatr
such condition rrected without delav. 1. the event of non-
compliance with su request, a representative of the companies
may, by notic ! nsyred, to zny other person
gation coasidered bv the ¢ to be responsibie fo
tinuance of such condition, and to the

Atomic Energy Commissior, suspend the insurance with respect to
the named insured and such other person or organization effective
12:00 midnight of the nex: business day of such Commission foilow-
ing the date that such Commission receives such notice. The period
of such suspension sball rerminate as of the time stated in a written
notice trom the companies to the named insured and to each such
person or organization that such condition has been correcied.

LIMIT OF LIABILITY: TERMINATION, OF POLICY UPON EX.
HAUSTION OF LIMIT Regardiess of the number of persons and
organizations who are insureds under this policy, and regardiess of
the number of claims made and suits brought against any or all
insurede because of one or more occurrences resuiting in bodily
\njur properry damage caused during the policy period by the
nuclear energy hazard, the limit of the companies’ liability stated
in the declarations is the total liability of tbe companies for their
obligations under this policy and the expenses incurred by the com-
panies in connection with such obligations, inciuding
a) payments in sertlement of claims and in satisfacton eof judg-
roents against the insureds for damages because of bodily injury
or properry damage, payments made under parts (2) (3) and
4) of Coverage A and paymenis made in settiement of claims
under Coverages B and C;
payments for expenses incurred in the investigation, negotiation,
settlement and defense of any claim or suit, including, but oot
limited to, the cost of such services bv salaried emplovees of the
companies, fees and expenses of independent adjusters, attor-
neve' fees and disburserments, cxpenses for expert trestimory
inspection and appraisal of property, examinaton, X-ray or
Psv or medical expenses or any
for expenses incurrec t mpanies in investugat-

or property damage

their obliga
with
nat

t the




NUCLEAR ENERGY LIABILITY POLICY

(SUPPLIER'S and TRANSPORTER'S FORM)

eThe undersigned members of Nuclea. Energy Liabilits

jointly, and in the respective proportions hereinalter set forth
of the premium and in reliance upon the statements in the

dex
of this poixy

INSURING AGRE

BODILY INJURY AND PROPERTY DAMAGE LIABILITY
To pay on behaif of the insured

A. all sums which the insured shall become legally obligated to nay
as damages because of bodily injury or property damage caused by
the nuclear energy hazard. and the comoanies shall defend any
suit agamnst the nsured alleging such bodily injury or properry
damage and seeking damages which are pavable under the terms
of this policy; but the companies may make such investigation,
negotiation and settiement of any claim or suit as they deem
expedient;

costs taxed 4gainst the nsured in any such suit and interest on
any judgment therein;

premiums on aopeal bonds and on bonds to release attachments in

any such suit, but without obligation to apply for or furmish such

bonds

reasonable expenses, other thae loss of earnings, incurred by the
insured at the companies request

DEFINITION OF INSURED The unqualified word “insured” includes
the named insured and also includes any employee, officer, director or
stockholder thereof while acting within the scope of his duties as such
If the named insured is a partnership, the unqualified word “insured
also includes any partner therein, but only with respect to hus lability
45 such

This insurance does not spply to any employee, as insured, with
r=~ect to bodily injury to another employcs of the same emplover
18 out of and in the course oi his employment

subject to Condition 3 and the other provisions of this policy, the
insurance applies separately to each insured against whom claim s
made or suit is brought

DEFINITIONS YXherever used in this policy

‘bodily mpury’ means bodily injury, sickness or disease, including
death resulting therefrom, sustained by any person

“property damage’ means physical injury to or destruction or radio-
acuive contamination of property, and loss of use of property so
injured, destroyed or contamunated, and loss of use of property while
evacuated or withdrawn from use because potiibly so contaminated or
because of immnent danger of such contamination

nuclear materral’ means source material, special nuclear material or
byproduct materal,

jonrce maierial ‘1pecial nuciear material,’ and "byproduct maierial
have the meanings given them in the Atomic Energy Act of 19354
n any law amendatory thereof;

or

EXCLUS

This policy does not apply

(a) to any obligation for which the insured or any carrier as his'
furer may be held lable under any workmens compe “auon,
unemployment compensation or disabiliry benefits law, or uader
any simalar law

except with respect to Liabiity of another assumed by the insured
under 3 contract as defined heren, to bodily injury to any employee
of the insured arising out of and in the course of his employment
by the insured;

to ladility assumea by the insured under any cootract or agree
ment, other than (1) an assumption a1 2 contract as defiped heremn
of ne lubiity of any person or organization which wouid De
imposed Oy law on such person or organizauon n the adsence of
In Txpress assumption of oty or (2) a warranty

ans or equipment

the manuiac

0 bodily NINFY Or propeny damage due
Jistribution or use by or on dbehall

handling. transportation
named i, n

other

time of reace or war t a0y nuciew!r weapon
ng spexal m cdr meietia r
s n arply watercra

haser or owner there

ang not
£ sigeration
other terms

MENTS

ipent Juei means any fuel ciement Or fyuel component, solig or LiIquid
which has been used or exposed to raci-uion 1n any nuciear reactor
warie means any waste materaal (1) containing DYprocuct materaal
and 1) resuiting from the operatiun Dy any person or organizauon ot
any nuclear faciity included within the defnition of nuciear facility
under paragraph (1) or (2) thereof;

radroactive 130topf’ means any byproduct material except such mate
rnal (1) conwined in spent fuel or waste, or (2) discharged or dis-
persed from ary nuclear faculity;

‘nuclear facility” means “the facility” as defined in any Nuclear Energy
Liability Policy (Facility Form) wissued by the compaaies or by Mutual
Atomic Energy Lability Underwriters. The term “nuclear facility " also
means

(

(2)
(<)

any nuciear reaclor,

any equipment or device designed or used for (a) separating
the i1sotopes of uranium or plutomum, (b) processiag or utia-
ing spent fuel, or (¢) handiing, processing, or packagiog waste,
any equipment or device used for the processiag, fabricatiag or
alloying of special nuclear material o at any time the total
amount of such material in the custody of the insured at the
premuses where such equipment or device is located coasists of
or conwins more than 23 grams of plutoaium or uranium 233
or any combuwation thereof, or more than 2350 grams of uranium

21%

(4) any siructure, basin, excavation premises or place prepared or
used ior the storsge or disposal of waste,

and includes the site on which aay of the foregowng is located, all
operations conducted on such site and all premises used for such
operations;

“nuclear reacior” mesns aoy apparatus designed or used to sustain
nuciear Bssi0on in a self-supporung chawa reaction or to contain a criucal
mass of fssionabic matenal, 2

“nuclear enevgy pazard” means the radicactive, toxic, explosive or other
hazardous properues of ouclear materal;

"comtract as defined bevern” means (1) if in wrnting, 2 lease of prem-
ises, easement agreement, agreement required by municipal ordicance,
sidetrack asrma::. or elevator or escalator mauntenance lslm(ﬂ! or
(2) any written contract designated i Item 6 of the declarations.

APPLICATION OF POLICY Thuis policv®applies ocaly to bodily injury
or property damage (1) which 15 caused quring the policy penod by
the nuciear energy hazard and (2) which is discovered and for which
written ¢laim is made agaunst the insured, not later than two years after
the end of the policy period

IONS

to bodily injury or property damage due 0 war, whether or aot
declared, Givil war, insurrect:on, repellion or revolution, or to any
act or condition inCudent t0 any of the foregoing;

10 property damage to any nuclear facility or any property thereat
ansing out of the possession, handling, use, storage or disposal of
nuclear matenal at such nucliear facuiry, but this excliusion GOC!
not appiy to awrcralt, watercraft or vehicles licensed for highway
use provided such awrcraft, watercraft or vehuicle are not used in
connection with the cperzuon of such suclear facility;

10 property damage to nuciear material in the course of traaspor-
taton by or on behall of the named wsured, including handling
or storage incidental thereto

to bodily injury or property damage arnsiog out of
« 1) the possession handluog, use, storage or dis
posal sitside the territc limits of the Unat States of

1 possessions, Puerto Rico or the
ear marerial
radiocacuve, toxik, explosive or
nuclear matenal contawned 1, o

r
isprersed from, 2 nudiear reaqior iastalied In

A e

with respect 10 which 3 Nuclear Energy




bility Policy (Marine Form) has been 1ssued by the companies
or by Mutuai Atomic Energy Lability Underwriters

(3) the possession
materal at anv
named insured

handling, use, storage or disposal of nuclear
nuciear facility owned or operated by the

(4) nuciear material in the course of transportation, including
handling or temporary storage incidental thereto, (a) to a
nuciear facility owned or operated by the named (nsured from
any other location, provided such (ransportation of such
tenal from such other location 13 not by predetermunation
to De interrupted DY 'h?‘FCmO‘IA Of such materwal from a
transporung conveyance for any purpose other than the con
tUnuanion of such transportation to such nuclear facility, or
(b) from a nuclear facility owned or perated Dy the named

other location
be deemed
i (ransportng
n continuation of
isposal of waste;
ive 1sotope while away fro
ury or property da respect 10 which (1) any
person or Ofganizauon maintain Snancial protection
pursuant to the nic Energy Act of 1934, or any law amenda
Or had this policy not been
De, entitied t0 indemauty from the United States of
or any agency thereof into
itea States of Amenica with any
person or organization

Or 33y agency thereo!

CONDITIONS

PREMIUM The named insured shail pay the companies the 1o nce
premium stated in the declarations, for the period from the efex. o
date of this policy througu December 31 following. Thereafter, at th
beginning of each calendar year while this policy is in force, the nam
insured shall pay the advance premium for such year to the companies
The advance premium for each calendar year shall be stated in 2 writ
ten notice given by the companies to the named insured as soon as
practicabie prior to or after the beginming of such year

Such advance premiums are estimated rremiums only. As soon as
practicable after each December 31 and atter the termunation of this
policy, the earned premium for che precedine premium period shall be
computed in accordance with the compamies rules, rates, raung plans
premiums and mimimum premiums applicable to this mnsurance. |
earned premium thus computed for any premium period exceeds the
advance premum previously (. :d for such period. the name insured
shall pay the excess to the compamies, i less, the companies shall
return 10 the named insured the unearned portion paid by such insured

The named insured shall maintain records of the information neces
sary for premium computation and shail send copies of :uch recorcs
to the companies as directed, at the end of each calendar year, at the
end of the policy period and at such other times dunag the policy
period as the companies may direct

INSPECTION; SUSPENSION The companies shall be permitted to
inspect the insured s premises and operations and to examine and audit
the insured’'s books and records at any time as far as they relate to
the subject matter of this insurance

If a representative of the companies discovers a condition which h
believes to be unduly dangerous with respect to the nuclear energy
hazard and which is within the control of the insured, a representative
of the companies may request that such condition be corrected without
delay. In the event of non-compliance with such request, a representa
tive of the companies may, by written notice to the named insured,
immediately suspend the insurance with respect to such condition. The
peniod of such suspension shail terminate as of the time stated in 2
written notice (rom the companies to the named insured that such con-
dition has been corrected

LIMIT OF LIABILITY; TERMINATION OF POLICY UPON EX.
HAUSTION OF LIMIT Regardless « the number of persons and
Organzations who are insureds under this policy, and regardless of the
number of claims made and suits brought against any or all insureds be
Cuse of one or more occurrences resulting in bodily injury or property
damage caused during the policy penod by the nuclesr energy hazard
the limit of the companies’ Liability stated in the declarations i3 the total
liability »f the compames for their obligations under this policy and
the expenses incurred by the companiss in connection with suth

tions, including

(a) payments in settiement of claims and in satisfac
agawns: the insureds (or damages because of bodily
erty damage and payments made under parts &
Insuring Agreement |

payments [or expenses incurred in the investigation, negotia

settiement and defense of any claim or sun nciuaing, dut not
lumited to, the cost of such services by salaried empioyees of the
companies. fees and expenses of independent adjusters, attorneys
fees and disbursements, expenses for experr testimony nspeclion
and apprawsal of propery, X.ray or autopsy

medical expenses of any

examination
kind

pavments lor expenses incurreq

an occurrence resulting 1n bodily

minimizing s effects
Each Payment made by the companies in discharge
unaer NS POy or tor expenses ncurred
obligations shall reduce by the amount
companies luability under thus policy

I, derin;

{ such

he policy penod or subsequent

payments made Dy the companies shall exhaust the
pamies @bty under this polic
companies under this pelcy shali thereupon terminate and shall be
conclusively presumed to have b discharged. This policy, i not
theretofore canceled, shall thersupon automatically terminate.

limit of the com-
l1ability and obligations of the

Regardiess of the number of ysars this policy shall continue in force
anc the number of premiums which shall be payable or paid, the [im:

umi
of the companies’ liability stated the deciarations shall not be cumu-
iative irom year to year

LIMITATION OF LIABILITY; MULTIPLE POLICIES With respect to
any occurrence or series of occurrences for which wnsurance is aforded
under this policy and for which insurance (2) is afforded to any per-
SON Or Qrganization. whether or not an insured under this policy, under
any other Nuclear Energy Liability Policy issued by the companies. or
(b) would be afforded under any other such policy but for its termina-
uon upon exhaustion of its limit of liability
1) the total aggregate liability of the companies under all Nuclear
Energy Liability Policies (Supplier's and Transporter's Form), ia-
luding this policy, affording insurance for such occurrence or
series of occurrences shall be the sum of the lumits of lisbility of
all such policies, the limit of lability of each such poiicy being as
determuned by Condition 3 thereof, but ia no event shall such
total aggregate lability of the companies be greater than the
amount by which $46.500,000 exceeds the sum of the limits of
liability stated in the declarauoas of all Nuclear Energy Liabili
Policies (Facility Form) issued by the companies ana affordis
insurance for such occurrence or series of occurrences, provided
each such Nuclear Energy Liuability Poiicy (Facility Form) issued
by the companies shall, solely for the purpose of computing the
total aggregate liability of the companies, be deemed to be in
effect notwithstanding it has terminated upon exhaustion of its
limit of lLiabulity; and

if in the performance of the companies’ obligations with respect
t0 such occurrence or series of occurrences and in payment for
expenses incurred in connection with such obligations the total of
the payments made by the comgsnies under any Nucl=ar Energy
Liabiiry Policy or Policies (Supplier’s and Transporters Form)
shail exhaust such total aggregate liability of the companies, all
liability and obligations of the companies under this policy with
respect to such occurrence or series of occurrences shail thereupon
terminate and shall De conciusively presumed to have been dis-
charged, whether or not any of such payments have been charged
aganst thus policy

The provisions of this condition shall not

d perate t0 increase the limu
of the companies

Habuiity under this policy

NOTICE OF OCCURRENCE, CLAIM OR SUIT In
bodily imjury or property damage |
occurrence which may rise to
taining paruculars suffic: dentify the insured and also reasonably
obtainable information with respect to the time, place and umstances
thereot, and the names and addresses of the injured and of availabie
witnesses, shall be given by or for the insured to Nuclear Energy Lia-
bulity he companies as soon as pracucrhie
If claim 13 made or suut brought against the insured, he shall
immediately forward to Nuclcar Enerpgy Liabiiity Insurance Association

summons or other ocess re

the event ot
whicn Gus policy applies or of an
Claims therelior, wriiten notice con

Insurance Assocution

mpanies every demand, notice

representative

eived by him or his

ASSISTANCE AND COOPERATION OF THE INSURED The in
mpanies and ympanies

$ and assist

upon the

M any nucicar :.‘\¢--@

=
o

6

5 ar 13 n making settiements
viG e. obtainung ¢t n f \:"we:‘
any CLII procecaings n connection with ¢

nsurance. The

payment

nsuread shaill not
iassume any

except at hus
Ditgation Or wuncur any
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} insurance.
A period exceeds the advance premium previously oaid for such perind,

This policy does not apply:

(a) 1o any obligation for which the insured or any carrier as ais
vurer may be held liabie under anv workmen's cTmpensation,
Jemployment compensation or disability benefits law, or under

any similar law;

) except with respect to liability of another assumed by the in-
sured under 3 contract as defined herein. to bodilt injury to
any employee of the insured arising out of and in the course of
bis employment by the insured:

-—
n

to liability assumed by the insured under any contract or agree-
ment, other than (1) an assumption in a contract as desned
herein of the liability of any person or organization twhich
would be imposed by law on such person or organization in
the absence of an express assumption of liability or (2) a war
rapty of materials, parts or equipment;

(d) to bodily injury or propern damage due to the manufacturis g
bandling, transportation, distribution or use by or on behalf of
the named insured, in time of peace or war, of any suciear
‘veapon or other instrument of war utilizing special nuclear
material or byproduct material; but this exclusion does not
apply to watercraft uncil delivered to and accepted by the
purchaser or otwner thereof ;

(e) to bodilv injury or property damage due to war, whether or oot
declared, civil war, insurrection, rebellion or revolution, or to
any act or condition incident to any of the foregoing;

(f) 1o property damage to any nuclear facility or any property
thereat arising out of the possession, handling, use, storage or
disposal of nuclear material at such nuc’'sar facility, but this
exciusion does not apply to zircraft, watercrart or vebicles
licensed for highway use, provic.d such aircrafe, v atercraft or
vehicles are not used in connection with the operation of such
nuciear fzzility;

(8) to property damage to nuclear material in the course of trags-
pertation by or on behalf of the named igsured, inc vdiog
bandling or storage incideatal thereto:

(b) to bodily injury or property damage arisiog out of
(1) the pos-ession, transportation, handling, use, storage or dis-

posal, outsid» the territorial limits of the Urited States of

N ——— gAY Wy e |

EXCLUSIONS

America, its terrirories or possessions, Puerto Rico or the
Canal Zone, of nuclear material:

L]

toxic, explosive or other
properties of nuclear material coatained in, or
or disperted from, a nuclear reactor instalied in
or vessel with respect to which a Nuclear Energy

olicy (Marine Form) has been issued bv the
companies or by Nuclear Energy Liability Insurasce Asso-
cianon,

or resulting from the radioactive
r

3) the possession, handling, use, storage or disposal of nuclear
material at any nuclear faclity owned or operated by the
named insured ;

4) nuclear material is (he course of transportation, inciuding
Bandling or temporary storage incidental thereto, (a) to a
nuclear facility owned or operated br the named insured
from any other location, provided such transportation of such
material m such other location is rot by predetermination
o De interrupted by the removal of such material from a
transportng convevance for any purpose other than the
continuation of such transportation to such nuclear faciliry,

or (b) from 2 nuclear faciury owned or operated bv the

named insured to any other location, provided such tr
portation of such material shall be med to ead
suca material is removed from a transpering conve:
for any purpose other than continuation of such transpor-

tarian

(5) the disposal of ‘waste:

radicactive isotope +while away ftrom any nuclear

i) to bodily injury or pr

operty damage with respect to which (1)
any perzon or organization is required to maintain financial
protection pursuant to the Atomic Energy Act of 1934, or any
law amendatory tkereof, or (2) the insured is, or bad this poiicy
rot been issued would be, entitled to indemzity from the United
States of America, ¥ agency thereof, under any agreement
entered into by the United States of America, or any agency
thereof, with any person or orgasization.

CONDITIONS

PREMIUM The ramed insured shall pay the compaagies the a/* ance
premium stated in the declarations, for the period from the efecrive
date of this policy through December 31 following., Thereafter, ar
the beginning of each calendar vear while this policy is in ce,
the named insured shail pay the advance premium for such vear to
the companies. The advance premium for each calendar vear shall
be stated in a ‘rritten notice given by rhe companies to the named
insured as soon as practicable prior to or after the begianing of
such vear.

Such advance premiums are estimated premiums only. As soon as
practicable after each December 31 and after the termination of
this policy, the earned premium for the preceding premium period
shall be computed in accordance with the companies’' rules, rates,
rating plans, premiums and minimum premiums applicable to this
If the earned premium thus comnuted for any premium

the named iosured shall pay the excess to the companies; if less, the

picompanies shall return to the named insured the unearned portion
Mpaid by such insured.

The named insured shall maintain records of the information
ecessary jor premium computation and shall send copies of such
ecords to the companies as directed, at the end of each calendar
pear, at the end of the policy period and at such other rimes during
he policy period as the companies may direct

INSPECTION: SUSPENSION The companies shail be prrmitted to

gnsnect the insured’s premises and operations and to examine aad
wdit the insured’s bool« and records ar any time, as far as waey
felate 10 the subject ma.cr of this insurance

Bl If a representative of the companies
. * ves to be und

Giscovers 2 condition which
Ngerous with respect to the nuclear energy
ax and wehich is within the contral of the insured. a represesta-
Ve Of the companies 1| reyuest

fhout delav In the event or non iance with such
gy esentative of the companies mas

ich condition Le corrected

request, a
written notice to the named
red nmediately suspend the rance with ressect to h

e companiey

correctred.

LIMIT OF LIABILITY; TERMINATION OF POLICY UPON EX-
HAUSTION OF LIMIT Regardiess of the number of persons and
0rganizations who are insureds under this policy, and regardless of
the oumber of claims made and suits brought against any or all
insureds because of one or more occurrences resuldag in bodily
injury or property damage caused luring the policy period by the
nuclear energy bazard, the limit of the compani liability stated
in the declarations is the total liabilier of the companies for their
obligations under this policy and the expsnses incurred by the com-
panres in connection with such obliganons, including
(3) pavments in sertlement of claims and in satisfaction of

ments against the insureds for damages because of bodils

or property damage and pavments made under parts B,

D of Insuring Agreement [;

payments for expenses incurred in the investigation, negotiation,

sertiement and defense of any claim or suit including, but not
limited to, the cost of such services bv salaried empiovees of
the companies, fees anag expenses of independent adnusttr! arntor-
nevs iees and disb irsements, expenses for *xpert ?fﬁ?i'ﬁﬂn}’,
inspection and appraisal of property, examination, X-ray or
autopsy or medical expenses of 2oy kind

payments for expenses incurred by the companies in investigar-

iog an occurrence resulting in bodily injury or nroperty damage
or in minimizing its efects.

Each payvment made

tions under this »o

the companies in discharge of their obliga-
Ir for expenses incurred in coanection with
Such obligations snall reduce by the amount of such payment the
limit of the companies’ liability under this polier,

If, during the policy period or subsequent thereto, the tcral
such payments made by e companies shall exhaust the |i
the companies ty urder this polic all hability and obli
tions t! MNP inger this poiicy shall thereupon termi
nave oveen

esumed ¢ lischarged

dnceied, sbail thereupon automat

ears this po

O
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agreed to provide insurance, or for which the Insured (s)
wl .e such property is situated at a location specified h
loss, however, shall be adjusted with and Davab-_ to the
Insured(s) unless otherwise provided in the Declarations.

VIII. REMOVAL FROM PREMISES

If property covered hereunder is necessarily removed
location specified in the Declarations for preservation
physical damage, this Policy also covers such property,
thirty (30) business days, during removal, at any place
property has been removed, and during return; provided,
provision does not apply to loss by radioac:i:e contamination.
Member Insured(s) shall notify the Insurer of any such removal within ten
(10) b.siness days after its commencement

IX. EXCLUSI
This Policy does not insure against loss by:

gradual accumulation of radiocactive contamination;

o
[+ N

in the
Yy source

™

radiocactive contamination at any locati
Declarations, resulting from matter rel
outside the premises of that location,
not apply to radiocactive contamination
released from any source while such sourc
any location specified in the Declaration
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neglect of the Insured(s) to use means to save
and preserve the property at and ]

unexplained or mysterious disappearance of
disclosed upon taking inventory:

any fraudulent, dishonest, or criminal act done by or at
instigation of any Insured, partner or joint adventurer \
any Insured, an officer, director or trustee of any Insured

order of civil authority except ac
of and for the purpose of

provided that such fire

herein excluded;

theft, pilferage, burglary, larcen
concealment of any property Dby any
covered is entrusted;




depletion,
that of

deprecia: on, wear
element cladding;

fuel
or attributable to manufacturing
result in damage to stock or mat
materials are being actually wor!

dampness, dryness, Or extremes Or
atmosphere; rust, corrosion or ero
by a peril not otherwise excluded;

flood, surface water, waves,
overflow of streams or cther

of the foregoing, all whetho:
backs up through sewers or

the ground including that wh1,“
seeps or leaks through sidewalks,
basements or other floors, or
openings in such sidewalks, dr
basements or other floors;
unless otherwise provided by endor
earthquake, volcanic eruption,
of land or other earth movement
foundations, unless otherwise
hereto; and

-1
Pro
12

(13) windstorm, tornado, or hurricane,

endorsement added hereto.
With respect to Exclusions (7)

to (13)

the loss caused by the ensuing peril.

This Policy does not cover:

(14) accounts, bills,

securities;

currency, deeds,
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The Insurer shall
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the cost of making good any faulty workmanship,
construction or design; provided, however, th
liable if a peril not otherwise excluded ensues,
for the loss caused by the ensuing peril.

X. WAR RISK EXCLUSIOCN

not be liable for loss caused

rectly by:

(1)

hostile or warlike action

action in hindering, combatin

impending or expected attack by any
power (de jure or de facto), or Dy any
using military, naval or air forces; or
air forces; or by an agent of any such g
authority or forces;

war, including
ainst an actual,
or sovereign
Y maintaining or
naval or
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any weapon of war employing nuclear
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SCHEDULE FOR ENDORSEMENT NO. FIVE

FIRE DAMAGE EXCLUSION ENDORSEMENT

BUILDING DESCRIPTION

Paint Office

Paint Buildings
Solvent Storage Shed
Sand Storage Shed
Nuclear Coatings Storage
Carpenter Shop
Insulation Shop

Bottle Storage

Quality Control Lab
Civil Warehouse

Quality Control Offices
Trailer (1)

Trailers (18) including 4
double-wide

Trailer (1)
Compressor Shed
Surplus Materials Warehouse

GPTS Building
TOTAL

REPLACEMENT COST VALUE

{BUILDING AND CONTENTS)

s 39,537
161,325
11,192
15,883
52,294
98,338
118,223
15,168
71,500
893,175
68,950
37,826

516,458
37,826
49,392

1,118,386
—40.846
$ 3.338,312



Ahcurred under this Policy or any other
the Insurer.

o

2. The assets of the Insurer consist prima
retrospective premium adjustments paid to or cal
its member insureds, including the Member Insured|
reduced by all administrative and other expenses
and by all previcus losses and the costs thereof
under insurance policies issued by it.

the premiums and
the Insurer from
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V. GENERAL

) The Insurer, in cons Adoca*L ] remium and th
Retrospective Premium Adjustment, ' the provisions and
stipulations herein or added he-eho, ndemnify the Insured(s)
and legal representatives, to the extent ! cash value of the
property at the time of loss, ing which it would
COSt tO repailr or replace the property thh material k2 kind and
quality within a reasonable time after such loss, without compensation
for loss resulting from interruption of business or manufacture, nor in
any event for more than the interest of the Insured(s), against ALL RISKS
OF DIRECT PHYSICAL LOSS INCLUDING GEHERAL ATfﬂéGE AND SAHV \GE CHARGES,
EXCEPT AS HEREINAFTER PROVIDED, to the !

De~larations while in transit as set for
D. Larations,

r This Policy is made and accepted
provisions and stipulations and those herein
such other provisions and stipulations as ma:
provided in this Policy. The policy period
are stated in the Declarations.
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DATA REQUEST ITEM 6

(Includes Derivations and Work Papers

for Plant and Fuel)
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COMPUTATION OF EXCESS CAPITAL COSTS DUE TO NUCLEAR OWNERSHIP

Addition to Total Cost of Capital Due to 75 Basis Points
Nuclear Construction and Operation*

Plant Farley as a % of APC Net Plant 31.4%

Cost of Capital Penalty Attributable to 75 ¢ 31.47% =
Plant Farley 239 Basis Points

Less: Cost of Capital Premiums Already 31.4% X 239 = 75
Accorded to Plant Farley

Total Cost of All Capital Penalized by 164 Basis Points
Nuclear Constructicn

This 164 basis points rounded to 165, was included in "Capital Costs
During Fabrication in Excess of Booked."

*Based upon financial judgment, supported by opinions of respected
investment analysts such as Mr. Paul Owen of Massachusetts Financial
Services and Mr. Chris Young of Donaldson, Lufkin & Jenrette Securities
Corp., investors demand a premium of approximately 75 basis points on
all securities issued by a utility involved with the building and
operation of nuclear facilities.
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Derivation of
Entitlement Fee

For Sale of Nuclear Plant
to Alabama Electric

($ X 1,000)
1. Management and Construction
Services Fees: i
\
a) Craft Labor Management - 3% of Craft Labor Costs (1) - $10,793 |
b) Construction Materials & Subcontract Management - 3,293

2% of Material Cost and Subcontract Cost (2)

c) Construction Management Services - 20% of Costs of 39,616
Supervisory Personnel and Overhead (1)

Deduct total fees paid Daniel Construction Company (10,887)
Z. Fee for Provision of Corstruction Equipment - 30% of Cost 5,552

of APCO Owned Equipment used on construction

3. Fee for Provision of Procurement Services for Major 71,704
Equipment Contracts - 20% of Contract Prices (2)

4. Fee for Provision of Access to Licensed and Developed Site - 50,000

|
|
|
TOTAL MANAGIMENT & CONSTRUCTION SERVICES FEES $42,815
Estimate of Value of Limited Resource

$170,071

(1) Conservative estimate of conventional charges imposed by contractors building‘
nuclear plants.

(2) Represents payment of costs of expertise in procurement services furn:shed
by Alabama Fower and its agent, 3outhern Company Services, Inc. not other-
wise reflected in costs.




Calculation of Other Adverse Consequences
Associated with Building Plant Farley

Compensation for Sale of Plant Financed
With Common Stock Sold Below Book Value

Construction Actual Adjusted Required

Expenditure Equity Book Book Equity
Stream Ratio Value Value Premium

(SMM) % (SMM)
1968 $ 0.4 32.7% $13.95 - $ 0
1969 2.0 33.2 15.21 - 0
1970 6.8 33.1 16.33 - 0
1971 43.9 32.8 17.08 - 0
1972 88.2 33.7 18.07 - 0
1973 191. 30.9 18.22 $18.81 1.9
1974 200.6 30.8 16.58 18.93 8.8
1975 196.8 30.1 16.89 20.12 3¥.3
1976 173.8 31.4 16.81 20.57 12.2
1977 183.5 31.2 17.21 21.49 14.2
1978 124.1 27.4 17.05 21.68 9.2
1979 101.1 - § N 4 16.80 22.02 8.7
1980 146.7 30.9 16.80 23.40 17.8
1981 122.2 29.9 16.35 24.39 18.0
1982 67.4 31.9 16.78 26.25 12.1
81‘668.5 $114.2

Equity

Pr.niu-N

Adjusted Book Value, - 1)x Alabama Power X Construction

Actual Book Value, Equity Ratiog Expenditures,
&

Required
( N






#labama Electric Cooperative, inc.
Post Urfice Box 550

Andalsia, Alabama 36420

(205) 222-2571

Charles R. Lowman
General

AT

June 24, 1983

Mr. Jesse S. Vogtle
Executive Vice President
Alabama Power Company

P. C. Box 2641
Birmingham, Alabama 35201

Dear Mr. Vogtle:

We are in receipt of the data enclosed with your letter
of June 10, 1983. Although our review of the data is not yet
complete we are able to point out a number of problems with
the Company's propcsals for conditions and pricing of owner-
ship access to the Farley units. While we ap?reciate your
stated assurance of good faith on the Company's part, some of
the Company's proposed conditions and pricing elements are so
outlandish as to raise substantizl questions in our minds as
to the seriousness of the Company's position. For example,
the proposal that REA "guarantee" AEC's performance and any
contingent liabilities is wholly unrealistic and unreasonable
-- a fact we cannot believe the Company to be ignorant of.
The proposal that the Company hold a second mortgage on AFC's
electric system is equally ludicrous. Thus, we cannot help
but have doubts regarding the Company's good faith so long as
its proposal contains such terms. Further doubts in this
regard are raised by some of the elements in the Company's
pricing proposal which are designed to earn the Company a
profit as a result of its violation of the antitrust laws.

These and other aspects of the Company's proposal are
discussed in detail below. The bases of our understanding of
the Company's proposal are (1) Mr, Allen Franklin's letter of
April 28, 1983; (2) the Company's explanations during our
meeting in Birmingham on May 24, 1983; and (3) your letter of
June 10, 1983. We have generally addressed the items as
listed in the April 29 letter with consideration given to
comments at the meeting and your subsequent letter.

1. We m.st first cisagree with t..e ownership percentage
(5.95%) suggested vy APCo. The 243.9 MW AEC on-system peak
and the 40 MW deduction for industrial and Florida load were
provided by AEC. However, we estimate the load contributed

-~

THE SOUTH'S MOST EXPERIENCED POWIR SUPPLY COCIRATIVE
A e PR e P



Mr. Jesse S. Vogtle
June 24, 1983
Page 2

by AEC's off-system members to be higher than what you have
utilized. In any case, it appears :Fat your 184.0 MW esti-
mate is at the agelivered level. If this is true, losses must
be added to your estimate to obtain a genera:ion level _num
consistent with the generat 'on level on-system load.

we cannot accept your subtraction of SEPA preference custcmer
demand from the off-system component. ALAB-646 makes clear
that the proper measure is the D§?k oad, or demand, of AEC
and off-system members -- not merei’ the increment of demand
furnished by APCo. As the id (13 NRC at 1108)

"AEC suggests instead
pegged to the load of
system members and of

of their respective peak
original.]

We

the al loca:ion formul m n‘ aDDl

peak demand skews the 111 its favor.
equitable division of own '_ would resu
shares were to be determined by the resuec
demands of AEC and the applicant occurring Q;
1976, The license condition we impose is based
accordingly.”

There is simply ional basis

for AP
increment from load measure

wn

Finally, we note that the Company used
measure of its peak load, July 26, 1976 at
ever, this is not consistent with Company
made elsewhere. The Company's 1976 Form
historical data for July 1976 indicates
peak occurred on July 14, 1976 with the
p.m. The rate case data also indicdfes
tion by AEC members than the
1983 data. We also believe
losses, but is measured at
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Mr. Jesse S. Vogtle
June 24, 1983
Page 3

MW measure understates AEC's actual load component under the
ALAB-646 formula.

2. We cannot accept your so-called imated reason-
able value" of the plant (line 1 of Ex. I your April 29
letter). This is simply a blantant attempt by the Company to
profit from its anticompetitive behavior in denying AEC
ownership access to the Farley units for over a decade. The
Antitrust License Conditions base sale to AEC of its interest
on the "costs related to Units 1 and 2," and ALAB rejected
conditions which would afford a "return on the owner's
investment" in the units (13 NRC at 1104) The Antitrust

not modified as the Company now attempts to argue.

return to the Company through the guise of using some
replacemnt vaiue concept in pricing the plant would be wholly
unjustified and is rejected. AEC is not willing to purchase
‘ts share of the units on a basis different from what AEC's
costs would have been had the Company complied with the
antitrust laws at the time AEC first requested ownership
access. To purchase its share on another basis would simply
be to reward the Company for its violations of the antitrust
laws -- a result wholly inconsistent with the purposes of
remedial antitrust conditions. The current replacement value
concept suggested by the Company cannot pertain to the
pricing of the plant for purposes of eliminating the anti-
competitive situation produced by the Company.

3. With regar’ to the amount »>f land you propose to
convey (SA.l. of April 29 letter, and data request item 2
map), it appears that you propose to allow AEC to acquire fee
title to only approximately 10 acres. The map appears to
cover nearly 300 acres with mu~h of that area utilized for
plant facilities. We cannot see the logic of conveying only
10 acres, and we believe REA will have serious problems with
that concept. It is nab : appropri that AEC
acquire an undivided int ’ ! and mtaining
facilities associated witt lan e h 10 problem
with an agreement mnvey at : i yrice after decom-
missioning.

4. We
claim deed (
not believe
Alabama. We
form of deed.

A proposed accej
. o

attached.
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Mr. Jesse S. Vogle
June 24, 1983
Page 4

5. The Company's proposed "incremental cost" concept
(paragraphs A.3., A.4. and B.1.(c)) is unacceptable. AEC's
access to the Farley units has been gained only by the
expenditure of a considerable amount of money, effort and
time by AEC that would not have been required if the Company
had allowed AEC ownership participation in the plant long ago
as it should have. We believe there is virtually no

incremental cost involved in AEC's ownership, and to include
such a clause would only encourage the Company to attempt to
allocate such costs. We do not believe there are any
significant incremental costs; the Company has certainly
failed to identify any. Even if some were to be incurred we
believe it would be equitable at this point to share them.

6. Paragraphs A.5., A.6., B.1.(d) and (e) dealing with
the liability responsibilities of the parties, are also
addressed by our proposed "as is" clause. We further propose
the enclosed "limitations of liability" clause in addition.
We cannot agree to hold APCo harmless from claims, by AEC
members or members of members associated with the plant
regardless of ownership or because of AEC ownership; there is
no similar provision for APCo to hold AEC harmless for any
suits of APCo customers arising out of the Farley plant.
These potential costs should be shared prec rata. We also
propose the "uncontrollable forces" clause enclosed herein,
which generally states tha neither party will be in default
due to uncontrollable forces.

7. We are in agreement with paragraph A.7., subject to
proper accouncing for cost after joint ownership begins.

8. Regarding paragraph A.8., we believe it is appropri-
ate to waive the right to partition, but nz2ed to explore
further the other rights mentioned. would also seem
appropriate for either party to waive . .y rights of eminent
domain it might have over the other party in connection with
Farley facilities and land.

9. Regarding paragraph A.9., we have no problem with
giving APCo the right of first refusal should AEC desire to
sell its interest in the plant at some future date. We
suggest addressing the method of pricing such a sale after we
have reached agreement upon a pricing methodology for the
sale to AEC. We would also want it made clear that a
mortgage, lease back, merger, acquisition, etc., would not
constitute a sale under this clause.

10. Regarding paragraph A.10.
open-ended indemnification as requested.
taxes on the sale itself later.




Mr. Jesse S,
June 24, 1983
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Vogle

11. In general we can agree to the requirement that
Company have full authority to make all decxs.ons regarding
the ownership, capital additions, operation and maintenance,
and fuel. However, under these circumstances we do feel that
a "no adverse distinction" clause and a covenant by the
Company to carry out its obligations in accordance with

the

"good
We enclosed

utility practice"
clauses addressin
Company has claimed concern
disputes. However, we frank

+
-
1

LY

1o
i

S

al

1
we

find it

hard

is required and reasonable,
these issue understand

these clauses
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arising under these clauses, and we know of no ownershi ip or
operating agreements wherein problems have arisen under these
clauses.

12. As to paragraph B.l.(a), we are willing to share

costs pro rata on a pay-as-you-go basis. We would generally

agree to pay our pro rata share as the Company pays which

might involve some advance payment of very short duration,

We are willing to pay an appropriate share of A&G expenses,

but will not duplicate payments made through other rates or

sales. In addition to AEC accepting and agreeing to be bound

by various contracts, such contracts should be partially

asSLg 1ed to AEC as appro"rzate. As to fuel, we may have a
oblem with REA regarding paying for so met”llg wi CHOLL

acquzrlng ownership. We would like to explore furt

sharing pro rata in the fuel supply arrangements

Company, either leasing or OWﬂtrlep, Or some com

thereof as the Company is now utilizing.

13. We repeat that we see no

various fees (paragraph B.l1l.(b) in

operation and maintenance, capital improver

costs. We know of no other agreements con

The concept of AEC acquiring output of the

ownership costs does not permit the Company to realize

profits from its non- complxance with the antitrust laws.

& Uil
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general clauses in the agreement such as limitation of
bility (paragraph B.l.(h)).

17. We have no problem with the general term of the
agreement (paragraph B.l.(i)).

18. We have no problem with the
cept regardlng insurance (paragraph B.
need to know if it will cost extra for AE me*ber
of any pool such as NML. AEC would ' he ht to
purchase additional insurance for i ' '
desire.

19. Paragraphs B.2.(b), (¢), B.3.(a)(8) need to be
developed. However, paragraphs B.3.(b)(5), (6) and (7) are
unacceptable. We are currently studying the feasibility of
various approaches for dealing with future contingencies such
as retrofit and decommissioning coste.

20. We propose that the agreement deal with two classes
of defaults. The first would be for failure to promptly pay
various amounts when due, and the second would deal with ron-
monetary matters such as B.3.(a)(9) and (11). The events of
default listed in paragraphs B.3.(a)(5), (8), and (10) are
unnecessary, since our proposed clauses or concepts should
cover the former two items and the latter item will be
covered by our covenant in the agreement to pay our pr¢ rata
share of costs. We suggest that the first group of events
involving default for failure to timely _pay money would
provide for a default to occur after fifteen days of any due
date of any payment. Further, AEC could make any payment
under protest subject to other rights that it might have in
the agreement. Finally, a period of 120 days would be
allowed to curc such a default without triggering loss of
plant output or resale to APCo. From the time of default,
AEC will be obligated to pay any interest on monies in
default. A lesser (non-monetary) event of default would not
trigger AEC's loss of output or resale to the Vcwua”., but
AEC would be obligated for any interest or other costs to the
Company.

21. There are other claus hat we believe appropriate
to the Farley agreement. With ' into detail, they
would include at least the

a. A clause obli
requirements n ac . !
paragraph 6 of th icen ond i . We propose
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that this be as per the Interconnection Agreement
for short term power and at average costs for long
term deficits.

A clause 5Dec1fy1ng that deliveries of power

hereunder would be in accordance with the wheeling
agreements (either Schedule I or Off-System). Som
modifications will be required to these agreements.

A clause providing for waiver of the notice
ment for serving more off-system delivery
with Farley output,

A clauce providing for the Com
with vaious caplfal addition,
budgets and projections on an
basis so that AEC can plan for
be available.

A tax clause dealing with payment
A proposed tax clause is enclosed.

A clause Hrovldlng
purchase, construc
fuel, etc.

for AEC
tic

A clause providing for regulatory
agreement, and APCo's cooperation
approval.
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1. The REA required social clauses: Environmental,
Safety, Buy-American, Kick-back, Equal Opportunity,
Non-segregated Facilities, Flood Insurance,
Historical Places, and Public Officials Not To
Benefit.

We address the cost components below:

22. We reject the "reasonable value" estimate for
reasons previously given. The "net ajdusted investment”
appears to represent a basis from which to work. However,
this number must be further adjusted to reflect AEC's
ownership cost, particularly recognizing AEC's interest
during construction and long term financing as though AEC has
been participating from the beginning of the project. This
apprcach is consistent with ALAB-646's requiring ownership
access by AEC so as to recognize its own cost of money and
censistent with the license conditions requiring good faith
negotiations which fairly accommodate AEC's interest. For
these reasons we reject the "capital costs during construc-
tion in excess of booked," "adjustments for income tax
effect,” "entitlement fee," and "other adverse financial
consequences associated with building Plant Farley". For the
same reasons we must reject your proposed "incremental cash,
gross AFUDC",

23. Regavrding the "entitlement fee," we find no logic
behind these calculations other than an attempt to escalate
the price. Again, considering the posture of this case, and
AEC's attempts to participate from the beginning of the pro-
ject, no entitlement fee is permissible.

24, Regarding sale of stock below book value, we not
only disagree with the concept in its entirety, but we also
cannot relate the price of the stock to be associated with
Farley. Any sales of stock below book value would have to be
due to many circumstancers invelving the Southern Cor
operating companies, and most probably was due to
timely and adequate retail rate relief.

25. Withe commenting on the details of the adjust-
ments for in tax effect, we have two serious problems
with any tax First, if AEC had been allowed by the

Company to p icipate in Farley from the time it requested,
these alleged tax problems would have been avoided by the
Company. Since the NRC decision found one of the antit
violations by the Company to be the withholdi

and since APCo has been on i

might require certain license
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responsibility for any possible tax liability of the Company
in this case, which is simply one of the costs to APCo of
violating the artitrust laws. Second, none of these
calculated taxes would be appropriate under any circumstances
regarding nuclear fuel, since we are only paying for a right
to use the fuel pro rata, and that could not be construed as
a sale requiring the payment of taxes.

26. Our proposal for the purchase price of I
itself, excluding fuel for the moment, woulid be to esta
a reasonable net adiusted investment (less depreciation and
estimated decommissioning costs) as of a date certain subject
to a final audit.

27. Regarding fuel, we would prefer to further explore
the purchase concept versus sharing in Company cost, includ-
ing leases, since it is proposed that we not acquire title in
any case,

wi+h
wiLil

We look forward to discussing these matters further
you next week,

ALABAMA

-
r

7 4 4
) f‘ /‘:du’_'/b‘.u

Charles R. Lowman
Ceneral Manager

CRL:elf
Attachments

ce: Robert A. Buettner
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FARLEY CLAUSE

",

As Is" Sale

. Farley is to be so0ld "as is" and "where is". The ;
y !
S Companv makes no representation or warranty whatsoever in

this agreement, express, implied or statutory, including, -

. without limitation, any representation or warranty as to the

value,

quantity, condition, saleability, obsolescence,

mercnantability, fitness or suitability for use or working

order of any of Plant Farley, nor does the Company represent

or warrant that the use or operation of Farley will not vio-

late patent, trademark or service mark rights

parties. Cooperative is willing to purchase

and "where is" and in accordance with the terms ad

conditions of this Notwithstanding the foregoing, i

azreement.

Cooperative shall have the bene

-
8

interest in Farley, to al anufacturers, vendors, and

contractors warranties and all patent, trademark and service

1

mark rights running to the

Senas 4 > 4§ v ¢
ompany 1in connection with




Mr. Jesse S. Vogtle
June 24, 1983
Page 11

FARLEY CLAUSE

Limitations of Liability

The Company shall have no liability ro the Cooperative
for any loss, damage, or expense suffered by Cooperative or
for any damage to the Cooperative's interest in Farley
portion of Farley arising out of or r tir 1y

taken or failed to be taken by the Compan ny employee or

agent of the Company pursuant to this agreement unless such

loss, damage or expense results from gross negligence or the

willful, wanton, or reckless misconduct of the Company or the

failure of the Company tc use its reasonable best efforts to
conform to Good Utility Practice in discharging

obligations under this

in the performance of

A a 15ahi
incurs any 11abDl

the Company on account of such

an operating cost and apportioned between
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FARLEY CLAUSE

Uncontrollable Forces

Neither party shall be considered to be in default or
liable to the other party in performance cof any of the
obligations hereunder, other than the obligati
party to make payments under this agreement,
of performance shall be due to uncontrollable

"

term "uncontrollable forces" shall mean any cause beyond the
control of the party affected and which, by the exercise of
ressonable diligence, the party is unable to overcome, shall
include but not be limited to an act of God, fire flood,
explosion, strike, sabotage, an act of the public

civil or military authority, including court orders,

injunctions, and orders of government agencies with proper

jurisdiction prohibiting acts necessary to the performance

hereunder or permitting any such act only subject to

unreasonable conditions, insurrection or riot, an
A

s v 2

elements, failure equipment or inabil

materials or equipment because of th
clauses on suppliers or carriers. Nothi

shall be construed so as to require set

or labor dispute in which

party rendered unable to fulfi . bligati by reason or
ontrollable forces shall exercise du2 diliger ) remove

such inability with all reasonable
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FARLEY CLAUSE

No Adverse Distinction

Notwithstanding any other provision of

in discharging its reponsibilities pursuant to thi

agreement, the Company shall make no adverse distinction

between Farley and any other generating unit in which the

Company has an ownership interest because of the co-owner

of Farley by the Company and Cocperative. Furthermore,

Company shall use its best efforts to see that n

distinction is made by the Southern Company

1

the

due to the co-ownership of Farley by

Cooperative.

this agreement,

h i
(S
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FARLEY CLAUSE

Good Utility Practice

agreement in accordance with Gcod

Good Utility Practice at a particular
the practices, methods and acts, which, in the exercise of
reasonable judgment and in light of the in 11 but

not limited to the practices, methods and a

approved by a significant portion of the electric utility

industry) known at the time a decision was made, would have
been expected to accomplish the desired result

reasonable cost consistent with

expedition. In applying the standard o

Practice to any manner under this agreement,

consideration should be given to the circumstances

ments, and obligetions of each of the parti

recognized that Good Utility Practice
limited to the optimum practi method,
exclusion of all other

practices, method
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To the extent possible, each party shall separately

report, file returns with respect to, and be responsible for

4

1

and pay all ad valorem, franchise, business, or other taxes

and fees, except payroll and sales and use taxes, arising

of each party's ownership of Farley. However, to the extent

that such taxes or fees may be levied on or assessed against

the total plant, or its operation, or on the parties in such
a manner so as to make impossible the carrving out of the
foregoing provisions, or upon mutual agreement of th
parties, then such taxes or fees shall be shared pro rata

based upon ‘ pective 1] cen the

parties.
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