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staff personnel
either Dow OI Ccon
of the NRC, then we are concer!
Dow attorneys toO discuss the i
with members of the NRC staff.
k forward toO hear
these ma
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The documents in question refer to cor;espondence with
Dow and the NRC and relate to information Dow determined
was germane to its priginal contentiong’ that Consumers
withheld material om Dow prior to the conclusion of the
1978 contract negotiations between Dow and Consumers.

As you know, it's the withholding of this initlal infor-
mation that led Dow to seek relief from the courts of its
1978 contract.

mhese and other documents will be reviewed in normal
discovery process as this issue proceeds through normal
judicial ¥ ax

We really can't elaborate any further, the matter is
currently in litigation.

Above statement given to Detroit Free Press and Bcoth Newspaper
(lansing bureau) on p.m. of 4-26

Press calls from WNEM-TV 5, Saginaw, WDIV-4, Detroic, Beoth
Newspapers, Saginaw News, Midland Daily News & Detroit News received
4-27 as result of F.P. article...all tecld basically same as above...
stressed that Dow initiated nothing, only that we hade cooperated with
the NRC for an exchange of information as a result of the current
discovery process in the Dow/CP suit.
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New Charges

About N-Plant

Agency gets Dow documents

By DAV EYERETT
Fron Prem Ladt wrder

The US. Nuclear Regulatory Com-
wission (3 iavestigating pew charges
relrted o si] slliement prodiems o
Consemers Power Co.'s Nidland cacke
ar power project, the Free Press 3as
jexrmed.

Theiavest! gation cenlery oo charges
Ot Coosurmers OF its conlraciorns Qay
have acied (mproperty a 1977 testing
woils compection work at the Midland

thas ping of test conditions™ (o e sals
uﬂag.JnSmmtb-mm'z
Mdwest ok egmaz, said Thorday. He
sid Bat the agency ot doczmemls
related (5 the allegrtions last week
froes Dow (bewsical Co. and that they
were given tAis week (D (be cocTs

. |

goa’s Offfce of 1avest gatioes (3 Wash-

1f the test conditioes were ciaaged.
it could indicate that Consrmmers Laew
thout e serious soils prodlem al the
Midland plast before it 104 Use co-
aiesoa thout it [ 1978. Consomery s
lacsted A3t It &4 pot Jearn of Lhe
?’gtc{mmpm&m wetf] mid-

CONSUMERS SPOKESMAN RU-
chael Koschkx said Tharsday that be

=e
e're talking thout (he possite _cocid oot respond (0 the commisson's

_ favest gation without detalls of the alle-
gations, dai be “absoiutey” denied Ul
mmﬂtykuvmu'.nldnu

before it was reported (o the

 commission in 1978 .

See MIDLANRD, Page 11A

. ————

[—J_é probes

new charges

at Midland

poWef plant.

, from Page 1A
Allegations referred to the comusis

soa's Office of lavestigrticns
lavotve the possibility of “Seldentte o

willtsl yTeagsaing™ by & stlty or -

contracior, STasma sd.
Strasma sid the allegstions degaa

wils (aformation provided by Dow, .

Msed i Midland. “Dow faformally
wvvwdh!mdmwum:ppﬂd
ome doczments” relagag 1 e x0s

! lastieg. be sid.

Dow § sing Coesumers 1o 2void
pm:gapmdty{orunce!uﬂ.sm.
tract t0 buy steam from the S0 land
plast. Consumers is conater-aslag. RY-
mMowummanm

'S
-

ina) conleotions that ConsumeTs wit-

beid material (aformation from Dow”
b;'gtmeau:\mm wasggoedin
1 :

it was this “withboidiag of eritical’

jalormaton” that led Dow 1o soe s
year, Schoeider said. -

THE [MPROPER compaction of
sals has deea Lhe mast senoos of sey-
cﬂmprmrmm.ian::e

- mrultiniloa-doliar project, 0w abodt

AS percent compiete. The resuitiag sl
mﬂtmumdnk&mnm
n!cwwianunbewdw;wm:n
dumht!nwm!wmn
pormaily be expectad i3 40 years
Consamers and Ly promary costac:
tor, Bechte! Power Corp, are tuaceling
under muny safety bwidogs at e
phnundm;porﬁz;ﬁmﬁmm

oreie

The wegaticas the Nucear Reguls-
tory Commission i [avestifatiag 8
yolved the ongidal sals work, (e com-

-
=
L]

pactag — oot Lhe work that's paizgoa

sow (o fix it Strasma ud
Hem!dao(ayummmo-
was 1hout Cocsamerns, Bechtel
or another conlr acior.

Wall Street anatysis say the sock
sserbet is anticianing (hat the gwww= -

ol dividend om Cossmmers Power
Co.”s common stock 9ill be ¢limruat
od. Pave 4E.



Dow gives NR

By JULIE MORRIS IN
and The Associuted Press
DETROIT — The U S Nuclear Regu-
Istory Commission i investigating
charges that Consumers Power Co. or
, ita contractors alter od the conditions of
soil tests at the utility's Midland nu-
clear plant an NRC officinl nays
. The NRC ininvestigating allegations
! furnished by DowChemicai Co. that soil
“chmpaction Lest conditions were
changed in 1977, Jan Strasma, the
sgency's Midwest spokesman, anid
+ Thurwday
“We're talking about the possible
. changing of test conditions™ in the noile
t enting, Stresme nald

A citizen infsrvenor in the Midland

cane chastined the NRC for its an
nouncement, saying the agency had in
formation about this insue an long s
five years agoand should have ‘sunched
an investigation then '

{ Sirgama said the NRC decided to

slart ita invnllrum after “"Dow in- .

» formally prov information to usand
supplied some documenta” sbout the
testing, sdding that the information

was forwarded ths week (o the NRC's
Office of Investigations in Washington
That office usun!ly investigates the
pﬂ-nllnh(y of “deliberate or willful
wrongdoing” by 8 utility or contractor,
Strasma nnd ‘
Dow spokeaman Phillip S hneider
anid the information was lurned over o
the NRC st that agency's request He
aaid NRC attorncys wanted it becnuse
.(nﬂml-mht-uwlll(-vrermmmuvluv
ing the upcoming lawauit between Dow,
and Cnasumers :
“We are merely cooperating in the
procesa of dincovery with other partice
in the lawruit,” Schneider said
Dow ia suing Consumers for $60 mil
lion snd attempting to avoid paying o
penaity for canceling ita contract to buy
steam from the Midiand plant. A
eountersuit by Consumers seeks more
than $400 million from Dow
owcontendsin the lawsuit, filed last
summer, thet Consumers falrely rep-
remented (o the chemical company the
extent of soils problems and estin \led
completion daten for the plant Y
Both Schneeider and Strasma ssid

they do not know the specifics of docu
menla releaned to the NRC A Mulland
County Circuit Court order restsicla ne
cern 1o documents involved in U law
suit only to parties immediately in
volved

A Connumers spokesman this mom
ing said the utility is not awareof which
documents the NRC has, adding the
company has not been notified of an in-
vestigation

However, Tom Hollidny alno waid ina
preparcd statement that Consumers
did not know Lhe extent of sl nettie
ment problema st the Midland plant be
fore they were reporied o the NRC in
1978 ' '

improperly compacted soils are am
ong several constraction prolilems at
the $3 95 billion twin reactor plant,
now about BS percent complete
Consumers, ita pnmnvvau:lndm,‘
Bochtel Power Corp., and other con-
struction firms are tunneling beneath
several buildings at the site and will
pour new concrete (o sopport buildings
ptthe plant. .
Intervenor Barbara Stamiris, of

e e —

Freeland, snid questions about the soils
problema and when Consumers were
sware of them were brought to the
NIC's sttention anearly as 1978

Mrs Stamiris said NRC inspectors
jearned of soils problems when they
were told by a worker thet s support
beam in the sdministration building
failed in 1977 hecause of poorly-
compocted mil. Consumers did not ro-
port the failure to the NRC because the
building is sot rafety reinted and was
therefore not considered by the utility to
be an NRC concern, she said

“When they did find out by hap-
penstance, the NRC should have inves-
tigated it right then,” she said. “But
they wait until somenne puts it in their
Jnp or until the whole thing blows upon
thera. | have real problems with the tim-
ing of this. "

Mra Stamirie aaid the extent of soils
problema alwo was brought to the atten-
tion of the NRC by Consumersina 1977
sudit of the moils situstion. She said the
compuny concluded that & contractor,
U 8§ Tewting, made srrorwin calculation
and method of Lesting Lhe soils and that

C evidence against Consumer
< MDN  Y-27-

the company suggestod retesting smme
#0iln siten that faihd provious testa

Mrs Stamiriasaid the NRC eriticined
the procedure because the utilitydid net
pino retest areas that passed In previous
Leata

Consumers wan sware of the saile
problems before it began constructing
the diencl genorator building, whichise
salley related structure, she anid

Consumers alwo scknowledged the
wsoila problems in March 15, 1981, find-
ingn, she said, when the company wrote
“hindsight confirma that evidence ex-
isted in 1977, which if given different
welght, would have revenled the
Kl"‘l wide soils condition in time Lo

ave preventod the problems which
now confront us.”

The Consumers avdit and written
findings are the “closest we've ever
come to 8 smoking gun that indicoled in
black and white there were changee in
poils Lewta,” Mra Stamiris anid

Strasms said spocifics of the Inves-
tigation have oot yet heen made by the
NR(‘.,.Mm.lu&nmtlmmm
the investigstion will continue

sy
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| NHC probing Midland plan't soil-test-record charges
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By DAVID SEDGWICK
- News Lansing Bureau

CHICAGO — The Nuclear Regulatory Commission
Is probing thal construction related records
of the M Nuclear Plant were falsified by
Consumers Power Co. or one of its subcontractors.

The review centers on allegations that soil lests at
the plant’s consiruction site were Intentionally falsi-
ted, » top NRC official said Thursday.

Consumers Is now hundreds of miillons of

dollars lo prevent portlens of the uniinished, twin-
reactor plant from sinking into soft soll.

James Keppler. NRC administrator for Reglon 111,

, sald the investigation was staried last week afler the

agency recelved documents from Dow Chemical Co.
which detailed allegations of "alsified test resuits.
Those tests allegedly look place before 1978 '

Michael Koschik, a Consumers Power spokesman,
said that officlals at the Jackson based utility have
always been forthe i, it about the soll problems

“No officlal of Consumers Power either intention-
slly or unintentionally wilhheld information about
sofl settlement from the NRC,” Koschik sald.

However, Koschik sald he could not comment
aboul possible actions Laken by subcontrsctors work-
ing on the massive construction project.

“Al thal time, we were placing a lol more responsl-
bility on the subcontractors,” he said.

1f the allegations are accepled as true by the NRC,
the agency %3z v ide discretionary aulhorily that
ranges from issulng heavy fines to warviig penalties.

The records under NRC review are part of a legal
fight between Dow and Consumers. Those records
purportedly show that the resulls of soll tests were
misrepresented to the NRC, but it is unclear who
allegedly falsified the Information

Since 1978, the utility has been struggling to find &
solution to the soils problems lnvolving a key building
at the $5 7-hillon nuctear plant. The company began
reinforcing the underpinnings in December 1932 and
the complex Lask is about one third completed.

Koschik sald that Consumers reporied the proh-
tems to the NRC wilhin 24 hours aller learning the
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diescl generator bullding had sunk several inches e )
the ./

said that was the lirst time the villily was aware
sinking 2ffected a safely relaled bnlding

Tiwe 1R Oftice of Investigations in Washington
1s handling the Inquiry, oppler said.

Keppler, NRC's top Midwest officiai, said he per-
sonally is unaware of any (roud that might have
occurred Keppler also said he is not famillar with
details of the probe.

“To the best of my knowledge there has heen no
falsification. But i there was falsification, it would
be a matter that would be dealt with strongly,” he
said.

Please see CHARGES, Pago A-2
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CLOSE LOOK
Agency.
7eros in
on IFermi

P’robe could lead
to new delay’

‘y Michael A. Robinson
t.ad Charlie Cain
News Lansing Dureau

LANSING — The federal Nuclear
Regulat:. 'y Commission (NRC) is in-
tensifying inspections of Detroit Fdi-
son Co."s Fermi 11 nuclear power plant,
which is nearing completion in Mon-
roe

Although no quality conrol prob-
lems have been discov ed, the in-
creased attention could lead to new
delays and cost overruns ot the $3.07
billion Fermi facility, NRC spokesman
Jan Strasma conflirmed yesterday.

The agency usually steps up ils
serutiny of nuclear plants as they near
the final stages of construction, said
Strasma. Fermi 11 is 98 percent com-
plete and is slated to begin operating
early next year — 11 years later Lthan
originally planned. "
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“WE ARE LOOKING for further
assurance that the plant is being built
properly,” said Strasmma. “If we uncov-
er construction problems, then it could
lead Lo delays or additonal costs.”

Increased inspections at the Fermi
plant mean that NRC personnel are
now deeply involved in both major
nuclear power construction projects in
Michigan.

Agency officials 8aid yesterday they
are investigating new allegations of
! voils setilement problems at Consum-

r3 Power Co."s Midland nuclear pow-

plant. The inveatigation focuses on
" vations that Consumers may have
{ere improperly in 1977 when soils

TR
Coptumers conlends it did not
ks Lo the soils problem, which still

lion project until 1978 — after Dow
the Midland plant.

- SOIL BENEATH some of the
huge complex sunk excessively, and
under orders from the NRC the utility
is working on a costly project to
remove the defective soil and replace it
with concrele foundations.

of Fermi will not be delayed or halted
as a result of the NRC's inspection
program.

“We have said the plant is a good,
safe plant,” an Edison spokeaman said.

Continued on Page 4A
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Meanwhile, Edison officials said
they are optimistic that construction

0o work was tested at the !

threatens completion of the $5.7 bil- .

signed a contract to buy steam from .

Agency zeros 1n
on troubled Fermi

\
‘Continued from Page 1A

“We believe our work can stand up to
any close inspection ”

v The William I Zimmer plant in
" Ohio was not so fortunate. Some $1.7
thillion had been spent and the plant
twas. 97 percent complete when the
T INRC, citing a litany of quality control
‘problems, halted construction in No-
‘vember 1982,

STRASMA SAID the halt came
after a period of heavy NRC involve-
ment at Zimmer, which included a

: $200,000 fine slapped on the project

" | becawse of safety problems. The Zim-

mer plant is now being converted to a
i coal-lired facility.

"+ *In any large (nuclear) construction
" project, the last few months are a time
| when problems may suface,” said
i Strasma. “But we are confident that
i there is nothing of the magnitude of
¢ Zimmer at Fermi.

- “We have not imposed any fines or
l‘mnjor stop work orders at Fermi.
1*Their record has been fairly good.” -

."' He said that the new effort will
bring inspectors from the NRC’s Chi-
! cago regional office to the plant to lend
i nssistance Lo inspectors already at the
: Monroe County construction site.
?I; “WE MAY HAVE a dozen differ-
“ent inspectors ot one time or another
‘or even more,” he said.
Yr Strasma said his agency has re-
Cviewed copies of Edison's “safeteam”
iexit interviews of all construction
{ workers leaving the site. Those docu-

O

ments did not detail any major prob-
fems, he added.

In the Consumers case, charges
were raised in response to documents
obtained last week from Dow Chemi-
cal Co., a former partner in the Mid-
land project. NRC officials want to
know if the soils problem could have
been detected in 1977 and not in 1978
as Consumers has maintained.

Dow, saying it was misled by Con-
sumers, pulleg oul of the Midland
program last July and is suing Con-
sumers for more than $60 million in

‘We are looking for
further assurance
that the plant is
being built properly’

damages. Consumers in turn seeks to
recover some $460 million it says Dow
owes in cancellation fees.

A DOW SPOKESMAN said the
information was requested by the

"NRC. He further stated that the infor-

mation is part of documents the com-
pany prepared for ils sult against
Consumers.

“We conlend in our suit that Con-
sumers withheld material about the
soil sampling from us at the time we
entered into an agreement with them
in 1978,” said Phil Schneider.

Consumers’ spokesman Thomns
Holliday said the company still stands
by its original statement that il was
unaware of the soil problems until
1978.
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Unit two v/«

cost near
$4 billion

ByJULIE MORRISON

~Dn'ly News staff writer
JACKSON — Unit 2 of the Midland
nuclear plant ‘s now expected to cost
$3.95 billion and should be in com-
mercial operation by December 1988,

Consumers Power Co. officials said
Tuesday.

The cost is almost as much as the
company’s last estimate of the total tab
for the twin-reactor nuclear 'armec:.
now more than a decade behind sch
ule and billions of dollars over bucge:.
Total cost of the project is now estimated
at about $5.5 billion.

Consumers also announced it was
cutting its quarterly common stock
dividend to 35 cents, down 28 cents or 44
percent from 63 cents. The dividend cut
is expected to raise $100 million a year
to fund construction of the Midland
project. i

Consumers President John D. Selby
announced the revised cost and sched-
ule for sharcholders at the utility's an-
nual meeting. Consumers previousiy
had estimated the whole project would

st $4.43 billion and be completed by
;;n5‘

n in cost the company has mac‘c
he plant wus .:nnoum.cd in the
2603
Consun‘c’: spokesman Michael Ko-
schik said the company has invested
$3.2 billion in both units todate
In announcing the schedule, <c‘by
said Consuniers will continue building
the plant becuuse of Michigan’s (uture
eneryey needs.
“Weat Consumers Power havetheob-
ligation not only to provide the powerto

. turn the wheels of today's industry but

to meet the demands of the future as
well,” Selby said. "While economic fure-
casting is fur from an exact science, by
even the most modest f\).’f".‘.l\i:,
Michigan will need Mialand's power be-
fore theend of thisdecadn.”

Seiby said rates initiaily wall have to
increase to cover Midlund's con-
struction costs, but he added de-
preciation tux chc('u: in 10 vears will
reduce the price of electricity trom the

plant by 25 nercent,

Selbysaid thecostan c;c..cdq erevis.
ion were necessitated prnimarnly by Dow
Chemical Co.'sdecisicn to terminate its
contract to bu;7 process stean. from Unit
1 of the plant as well as the implemen-
tation of a Construction Completion
Plan for the site. Approved by the feder-
al Nuclear Regulntar_\' Commission, th
CCP outlines a method for compietin
the plant and assuring quality. The
plan 'equ.res a reinspection of work

ead completed before new work can
continue

Qnsmwe, s curren y ?'.as

mission X'-
27.7 percent o
charged to el
Unit 2 goeson lin
the com rpany's
vestment in
request d

Thediv .cc.".:l recu

erence stock will
>elby said the di
“in recognition of .h
-i.u...n_ the needtoc
maintain a dividend in
turc allow access to oquity marset
With the reduction:
sumers common
yeurly dividends
stead of $2.532
Seiby also announced Consumers’ net
income incréased JJ percent
quarter of 19384, the result of an un-
usually cold winter.

sl
[.




- Consumers = . Y

| - customers
face even

B higher bills

BY KEITH NAQGHTON - -
News Staff Writer S ’:YLCA-\J‘ ’7:2.
MIDLAND — Because of the in- L 11,1984
erease in the cost of one reactor at
. the Midland Nuclear Plant, Con- \

.‘Wﬁ‘&:&"ﬁ'é.auwﬂi.~‘.;-_-_-.{:,i&ﬂ sumers Power Co. may nhave to l‘. . S :
increase a record rate hike request o> e BT SR | L2 e i

byalmostwpercent. i o

At a press conference at the

plant today, a utility executive said

- Consumers’ S776 million rate in-
crease request will have to rise in
proportion (o ihe new cost of one of
the plant's reactors.

Consumers announced Tuesday
the cost of just one unit of the plant
will total $3.95 billion and be com-
pleted in December of 1588. The
utility's rate hike request, now be-
fore the state Public Service Com-
mission, is based on that reactor
costing $2.5 billion.

“There will have to be a propor
tionate recovery in rates,” said
Stephen H. Howell, Consumers’ ex-
ecutive vice president in charge of
the Midland plant.

Howell said the utility is read-
justing its figures and will chanze
its request to the PSC in *a couple
of menths.”

The utility will not predict the

; late of the plant's other moth-
palled reactor, but now says it is
builldinga “gne-unit" project.

“\We are now a single plant with
construction g0ing toward comple-
tion,” said James W. Cook, & Con-
sumers vice president.

The utility contirues to maintain
that electricity generated from the
reactor that is on hold — called
Unit 1 — will be needed bY 1994,

Unit 1 was originally designed to
provide steam o the Dow Chemi-
cal Co. of Midland. Dow pulled out
of its contract to purchase the
steam last summer and filed suit
against Consumers.

The utilily counter-sued. and is
seeking a settlement in excess of
$4£0 million. Howell did not predict
the su:ts will be settled out o1 court.

~\We are not talking (with
Dow),” he sad. “They have not
wanted totalk directly.”

In figuring the new cost of the

1. Consumers has “sel asice”
the $210 miilion it spen' to build
equipment that would have sup-

Howell said it will not cost as
much to complete Unit 1 than it will
to complete the other reactor be-
cause they share comr.om
systems.

“\e're keeping cur options open
on Unit 1. . .(but) concentrating on
one plant reduces the financial
strain,” hesaid.

Howell said financing the plant is
the utility's *‘major hurcle” for
completing it, noting that obtaining
{inancing {rom Wall Street has
been difficult for utilities building
nuclear plants.

wCertainly the climate is bad
now,” he said.

Howe!l said obtaining a license
{rom federal regulators 0 operate
the plant also will be 2 sigaificant
step the utility must make to com-
plete the plant.

The utility is confident it can

receive that license by the time it
plans to load nuclear fuelonJuly 1,
1986. Its conficence is based on an
intensive, governmem-ordered re-
inspection program, which Con-
sumers expects will cause 40

rcent of the plant to be re
worked, Cook said.

600 acres burn
at Camp Grayling
By Booth News Service

GRAYLING - Dry conditions
were blamed for a fire Monday
that burned 600 acres of grasslands
at Camp Grayling, and state fire
officiz's are warmng that the po-
tentiai for forest fires will remain
high in Michigan until mid-May.

The Monday fire was jgnited by a
shell that was being destroyed on
the mortar range.

F

plied steam for Dow. It hopes t0
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Consumers starts
ad campaign on TV

BY DAVID SEDGWICK
News Lansing Bureau

LANSING — Consumers Power
Co., which Is {ighting to save the
Midland Nuclear Plant, is mount-
ing a televised advertising cam-
paign emphasizing future
electrical needs.

The company has hired the Bir-
mingham-based advertising firm
Stone, August & Co. to run the ad
campaign. The agency developed
two, one-minute spots.

Consumers is embroiled in a de-
bate with state officials over the
need for the $5.7-billion nuclear
plant. However, the ads do not ac-
tually mention the power plant or
the company's financial troubles.

One top state official clairaed
Consumers’ ad campaign Is a
waste of money.

“] am getting awfully weary of
this,"” said Attorney General Frank
Kelley, a longtime critic of the
utility. .

“It {is {imprudent, especially
since most of this is propaganda
that is trying to convince people
that management is not at fault for
all their problems,” he added.

Kelley said the campaign will
cost roughly $600,000. Company of-
ficials declined comment on the
campaign’s cost.

Company spokesman Michael
Koschik, however, said the TV ads
co not deal directly with the issue
of the Midland plant.

“The basic point is that Consum-
ers Power has supplied energy to
Michigan for nearly 100 years.
We've always been able to plan for
energy growth, and we can dosoin
the future,” he said.

Consumers will pay for the cam-
paign with corporate funds and will
pot charge ratepayers, Koschik
said. -

Both ads have a nostalgic note,
showing a domestic scene from the
turn of the century and an office
setting in the 1930s. They allude to
Consumers Power’s approaching
centennial in 1886, said Thomas
Eicher, the ad agency's supervi-
sory manager who is handling the
campaign.

“QOur approach is softer and less
aggressive. They have a bit of nos-
talgia, leading into the (com-
pany’s) centennial,” he said.

The ads will run at least three
weeks, and perhaps much longer.
“qt takes awhile to change public
attitudes,” Eicher explained.

The agenay developed the cam-
paign aiter conducting an opinion
survey of Michigan .residents.
Eicher declined to disclose the sur-
vey's results.

Consumers has hired a second
advertising agency to place ads in
newspapers throughout the Lower
Peninsula. Those ads contain more
specific information about the
state’s energy needs, according to
Koschik.

In the past, Consumers and other
utilities have donated funds to pro-
nuclear advertising campaigns
Last year, the company ear-
marked more than $100,000 for the
Committee for Energy Awareness,
an industry group based in Wash-
ington, D.C.

The firm produced ads contend-
ing that nuclear energy s essential
for a guaranteed supply of electric-
fty. Those ads were aired on net-
work television last year.
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June 8, 1984

Honorable Frank J. Kelley
Attorney General

State of Michigan
Lansing, MI 48913

Dear Mr. Kelley:

Your letter of June 1, in which you said you cannot support ccmpletion of one
unit of the Midland nuclear plant, 1is disappointing in {ts analysis of the
reasonable proposal we have made to finish that unit to provide the state 800
megavatts of power needed for future growth. ;

You state that, despite your opposition, we are free to complete Midland.
That is not the case. As ve have been saying since Harch, we need your
support and the support of other appropriate state officials in order to
obtain the financing required to complete Midland. To allow this investment
for the state's future to slip away will be a tragedy of enormous proportions.

You cite the study you received from Energy Systems Research Group (ESRG) as a
key reason that our proposal to finish one unit is not acceptable. WVhile we
are currently analyzing that study, our imitial conclusion is that it is
biased and a totally unreliable analysis on which to base future energy policy
decisions of this state.

According to its own promotional paterial, ESRG has long been a favorite
organization for anti-nuclear groups to use to obtain favorable studies.
Among past contributors €O ESRG are the Clamshell Alliance, the major
{ntervenor against the Seabrook plant in New Hampshire; Ralph Nader
anti-nuclear public interest groups and opponents of the Shoreham nuclear
plant on Long Island.

As you well know, ESRG is not neutral om the subject of Midland. In 1980, it
told the media that either we should "demolish" that facility or turn it into
a fossil-fuel plant. ESRGC has testified against this company and for you at
the Public Service Comrission in the past and will do so in ouT current rate
case. 1t has been {ssuing negative opinions about Detroit Edison's Fermi
nuclear plant since at least 1979 -- a facility froz which you have suggested
ve obtain pover to replace Midland.

1 find it of special interest +hat, at the news conference you held for ESRG,

{ts spokesman could not cite one nuclear plant for which it supported
completion. This despite the fact that over its quarter-century of operating



. Frank J. Relley 2
June 8, 1984

experience, puclear electricity is estimated to have saved American’ consumers
from $30 to $40 billion and is nov saving about $3 billion a year Over the
most likely altermative power sources that would have been used. Furthermore,
an ESRG repcrt last year urged that two operating nuclear plants in New York
State be closed. These plants, Indian Point 2 and 3, have been successfully
generating electricity for more than 10 years. The ESRG study calls for New
York to instead rely om oil-generated electricity. The current situation in
the Persian Gulf makes us vonder about the ability of ESRG to make reascnable
decisions for anyone's energy futura.

You have made five statements about Midland in your letter to me. Let me take
this opportunity to ansver them, hoping in the process to set the record
straight on some of the misconceptions and misuse of data {nherent in these
statements.

(1) The projected rate {increase you cite is, as you are perhaps not aware, not
all due to Midland. Midland Unit 2, as we have explained to your associates
repeatedly, will increase rates 36 percent cver & three-year phase-in period
beginning in 1987. The first year Midland is operatiomal, the average
residential customer's bill might rise $5.79 per month. Fuel savings could
make that bill §1.50 lower. The second and third year increases could be
$3.62 per month. After that, we look forward to a long period of stability,
partly because ve gizmply will not need to add generating capacity.

while we do not like adding these costs to the average customers’' bill, ve
continue to stress that we currently sell our electiirity to residential
customers at a price lower than 88 percent of other {nvestor-owned utilities
4{n America. Even with Midland rate increases, our residential rates will
remain in the lover 50 percent nationwide and would not T:se above Detroit
Edison rates. While we regret that increase, put in this context {4t 4s much
less devastating than the enormous percentage {increases t'.at members of the
coalition have claimed.

(2) Your letter fails to take into account the enormous .acrifices our
shareholders have made and will be asked to make if we abandon Midland Unit 1
under our proposal. We are not asking for a return on the investment in that
unit and, therefore, our shareholders will lose a §92 million return the first
year alone and some $700 million during the l5-year amortization period.
Already shareholders have seen their dividend reduced by 45 percent and their
stock value decrease 60 percent.

As you well know, ve are asking customers to Pay for only five-eighths of Unit
1. Shareholders are also being asked to pay for three-eighths. Plus, our
customers will not be charged for €210 million in equipment {n that unit that
vould have helped provide steam for the Dow Chemical Co. :

You say that our electric customers vere not responsible for our decision to
build Midland Unit 1. Ve take pride in the g8-year history of meeting our
responsibility to our customers in providing relizble electric service at
aff~rdable prices around the clock in all seasons. The decision to build
Midland Unit 1 was prudent and a good faith commitment to meet OUT
responsibilities.
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(3) Can we complet. Midland? The ansver is an emphatic Yes. We have a clear
path. We have a detailed completion plan that has been approved by the
Nuclear Regulatory Commission and that allows us to meet all government
regulatory requirements. The base design of Midland is complete; our
procedures are {n place. The training has been accomplished and we have 2
competent, enchusiastic and committed team there tO do the job. The Nuclear
Regulatory Commissicn has stated it believes this plant can be completed and
licensed.

The $3.5 billion rate base cap ve have proposed for Unit 2 does several
things. It provides a predictable situation for regulators and for Wall
Street. It places the risk for bringing the plant in at {ts proposed cost om
the company. Remember, 4t is our shareholders who will absorb costs over $3.5
billion. We project that shareholders will have to sacrifice more than $600
pillion in this portiom of our compromise proposal.

Ve have consistently assured your representatives that the rate base cap is
firm. In the unlikely event of abandonment at & future date, the cap would
remain in effect. Abandonment will do no one any good. More than 5,000 jobs
will be lost {rmediately. This is the largest ongeing construction project in
Michigan. The plant puzped $175 million in salaries intc the Saginaw Valley
area in 1983 and ConsumeTs Pover Company paid §12 million in property taxes in
Midland County.

The badly needed pover the Midland plant could have provided would have to be
replaced -- if ve can get it — by expensive purchases of replacement power.
We have an aging generation system. Six of our coal units are more than 30
years old. Four other coal units are more than 25 years old and three of
these units are at least 20 years old. We have only one coal unit less than
five years old. More than three-fourths of the coupanyﬂﬁ generating system is
pre=1964. A college student today would find that all but three of our units
vere built before his or her birth. At approximately 800,000 kilowatts,
Midland Unit 2 will produce about the same amount of electricity as the
company's seven oldest units.

Without Midland Unit 2, I fear for Michigan's economic future.

(4) We share your concerm for industrial rates in Michigan. But this is &
regulatory, not & utility problem. In this state the rates are skeved in
favor of residential customers, to the detriment of industry. We have lomng
opposed this practice.

1f you sincerely fear for Michigan's {ndustrial future, Ve ask you to join us
in requesting that the state's Public Service Commission take gction toO modify
this rate skewing.

You say our {ndustrial rates are 20 percent higher than the average for the
Great Lakss region and 10 percent higher than the national average. The
correct figures are 7 and 2 percent respectively, according to the Edisom
Electric Ims.itute's Typical Bill Survey, lower than rates charged DY
Commonwealth Edisonm, Cleveland Electric I1luminating, Toledo Edisom, Detroit
Edison and Ohio Edisonm.
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In our proposal, ve offered not to charge rates higher than Detroit Edison
until at least 1990, We currently are the low-priced major electric supnlier
in the state, selling our pover at rates 10 percent less than Detroit Edison.
Some Michigan utilities charge rates almost double those charged by Consumers
Pover Company. We anticipate remaining the low cost generator of powver
through the rest of this century. ‘

You mention in your statement that there will be a 60 percent rate increase
because of our proposal. Might I remind you again, the figure is 36 percent.
Cur neighboring industrial states face aven higher rate hikes, as Congress
zeroes in oo the "acid rain" situation and corrective legislation is passed.
We have made a wise decision by not putting all our power dependency into
coal.

We are convinced that, despite the high capital costs of constructing Midland,
the lover operating costs over the 1ifetime of the plant will save our
industrial and other customers billions of dollars. This is the savings to be
realized by completing Midland as opposed to stopping the project now and
using other sources of generation == 0il, coal, gas and purchasing any
available pover until, and if, financial considerations would permit the
company to add an additional generating plant sometime in the future.

Our industrial demand was up 13.9 percent in the first quarter of 1984,
compared to 1983, The potential impact a shortage of electricity would have
on industry, and Michigan employment, is devastating.

(5) Your statement is misleading since Detroit Edison and Consumers Powver
Company are not one company. '

Midland Unit 2 increases our own generating capacity by 12 percent. Without
that base-lcad unit, ve foresee possible electric shortages by 1990. From
1971 to 1983, by the way, an average of 26 percent of Consumers Powver's
capacity was not available at the time of annual peak demand due to planned
maintenance, forced outages and deratings. This resulted in my company not
having enough capacity on-line to meet its peak demand in 1l of 13 years. The
shortfall was made up through purchases of pover from other utilities.

Your use of figures from 1973-1983 is an example of using statistics to make
the point you-want to make. That does show an annual compound growth rate of
0.15 percent in electric usage, because sales vere high in 1973, the last year
prior to the enormous effects on all purchasing decisions caused by the Arab
oil embargo. Look at the peak demand growth rate from 1974-1983, a 10-year
period. It is 1.7 percent per year, more than 10 times the growth rate you
cite in your letter. '

We simply cannot accept your projections that Michigan will stagnate and ve
vill not need additional electric capacity. We already are seeing strong
signs of a resurging economy. Our central location, providing manufacturers
{mmediate access to half of America's retail sales, plus the availability here
of skilled workers, & diversified psanufacturing capability and an abundant
freshwater supply make our advantages as a state convincing. :
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to give serious and careful cttcntioﬁ to any

Midland proposal this company presents. We are counting on you to do just
that. The "survival plan" your coalition has presented to Uus, asking for
Midland's abandonment, 1is simply a road map to bankruptcy and, therefore, is

unacceptable.

You say that you wvill continue

We have presented what ve are confident is a sensible proposal to finish
Midland Unit 2 == with our shareholders accepting enormous risks and financial
sacrifices of mcre than $1 billion =- and we continue toO believe that, for the
best interests of Michigan, your coalition should address vays to possibly

modify our proposal so that it is acceptable.

Yours very .ruly,

<=4/

J. D. Selby

/  ms/1yv



