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Company (River Bend Units 1 & 2),
DocEet Nos. 50-458A and 50-459A

Dear Mr. Regan:

By letter to you of September 15, 1983, the City of
Lafayette, Louisiana ("Lafayette") provided information showing
that in the interim since the construction permit antitrust
review significant changes have taken place which (a) render
information provided by GSU in 1981 outdated and substantially
deficient; and (b) show that Gulf States is now acting in a
manner inconsistent with the terms of the antitrust conditions in
its construction permit and antitrust law and policy. On Octobe:r
26, 1983, Gulf States Utilities Company ("Gulf States"” or "GSU")
transmitted updated antitrust information, pursuant to Regulatory
Guide 9.3, in the above-captioned proceeding. 1/ By Federal
Register notice of January 4, 1984, the Commission requested
comments on Gulf States' submission, Pursuant to the January 4
Notice, Lafayette hereby updates and supplements its September 15
1983 letter,

1/ Further information was also submitted by the Cajun Electric

Cooperat ive ("Cajun®), which owns a partial share of River Bend

tUnit 1. -
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Summar

As stated in Lafayette's September 15 letter and further
detailed herein, Lafayette requests that the Commission

(a) require GSU to remedy still existing deficiencies in its
submittal,

(b) make a finding that "significant changes"™ have occurred
subsequent to the previous antitrust review conducted by the
Attorney General and the Commission at the construction permit
stage and that a second antitrust review is now required at the
operating license stage, and

(¢) pursuant to Section 2,206 of the Commission's
regulations, find that GSU has violated conditions of its
construction permit, and provide for appropriate remedies, as
discussed further herein.

In addition, Lafayette also suggests that a conference among
Staff, Gulf States, Lafayette and other relevant and interested
parties might be convened to address the matters addressed
herein,

As detailed below, Gulf States' October, 1983 update
confirms, 1/ that "significant changes" have taken place in Gulf
States' load and capacity projections since the construction
permit antitrust review, although Gulf States has not provided
necessary and complete information related to them. Moreover, as
summarized in Lafayette's September 1983 letter and further
detailed herein, Gulf States' refusal to provide transmission for
Lafayette and others on reasonable terms and conditions also and
independently constitutes a "significant change" in the behavior
of Gulf States,

It is now apparent that when River Bend 1 comes on-line in
late 1985 Gulf States will have a very substantial excess of
capacity where it previously had projected none. Indeed, the
measure of excess above "desired reserves" is projected to be
substantially greater than the size of GSU's share of the River
Bend unit., This excess in part is due to GSU's 1982 contract to
purchase 1,000 Mw of coal-fired unit power for a period also
beginning in 1985,

In the face of present and potential cost increases on the

GSU system, including those related to River Bend 1, present
municipal wholesale customers of GSU have sought to purchase

1/ As stated in Lafayette's September 1983 letter.
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wholesale power from Lafayette. In the first part o. 1983, three
of them entered into formal agreement with Lafayette to do so.
Gulf States, however, has refused or delayed the provision of
transmission service. 1t has done so despite express commitments
to provide such service. These commitments are contained in
longstanding interconnection agreements, recent Gulf States
letters to at least one customer, and the antitrust conditions in
the River Bend construction permit.

while GSU has grudgingly provided transmission between
Lafayette and other generating utilities, it has refused to honor
longstanding terms for such service, insisting on alternative and
unreasonable terms. Where Lafayette has sought to sell to non-
generating customers of GSU, Gulf States has flatly refused to
provide transmission -- even in the face of its own recent and
express commitment to do so. To date, it still refuses to commit
itself to the provision of transmission between Lafayette (or
another seller) and a non-generating system,

In sum, faced with cost increases and substantial excess
capacity as River Bend 1 nears completion, Gulf States is using
its control of transmission lines to prevent current customers
from gaining less expensive power supply from Lafayette, or
perhaps others. These actions are directly contrary to Otter
Tail Power Company v. United States, 410 U.S. 366 (1973) and
Consumers Power Co. (Midland Units 1 and 2), 7 NRC (1977).

1. Gulf States' Response Confirms That "Significant Changes" Have
Occurred Which Require Consultation With The Department Of
Justice.

As stated in Lafayette's September 1983 letter, in the
interim since the cor jtruction permit review 1/ there have been
*significant changes®™ in the facts of Gulf States' present and
projected activities which bear directly on its compliance with
the antitrust laws and the policies underlying them. Lafayette's
letter identified new developments which constitute "significant
changes.” In essence, these changes include (a) significant
changes in Gulf States' power supply arrangements and need for
River Bend power, which in turn, provide motivation for its
dealings with Lafayette and other competitors and (b) significant
developments in its dealings with lLafayette, and other actual or
potential competitors. Independently and collectively, these

1/ And, indeed, since Gulf States' April, 1981 provision of
operating license review data.




items constitute "significant changes.” As discussed in this
section, GSU's October 1983 response, while still incomplete,
concedes the accuracy of Lafayette's portrayal of the significant
changes in GSU's load and capacity projections, and concedes the
existence of many further developments in dealings with Lafayette
and others. As discussed in Section II infra, while GSU's
response is substantially inadequate in its characterization of
recent dealings with Lafayette and others, its anticompetitive
actions in these dealings are "significant changes" which require
consultation with the Attorney General.

A. Gulf States' Response Concedes That "Significant
Changes" In Load Growth And Projected Capacity Have
Occurred, Affecting The Need For River Bend Power And
GSU's Motivation In Dealings With Competitors.

GSU's October 1983 filing confirms that when River Bend comes
on-line, it will have substantial capacity above that needed to
meet load and reserve requirements. Based on this confirmation,
a finding of “"significant change" is in order.

As stated in detail in Lafayette's September 1983 letter, 1/
in the interim since the construction permit antitrust review,
and indeed, in the interim since the 1981 provision of antitrust
information, there have been "significant changes" in GSU's load
growth and projected capacity which require a "significant
change® finding. As Lafayette explained, it is now apparent that
when River Bend 1 comes on-line, Gulf States will have
substantial excess capacity where it previously projected none.
Moreover, GSU projections show that it not only expects to have
substantial excess capacity, but that its average cost of
generation will increase substantially. Under the circumstances,
Gulf States' incentive to retain present customers, as captives
(and of course, seek new ones) is obvious and powerful. The Gulf
States load and price forecasts are themselves a "significant
change® which both help explain Gulf States' efforts to prevent
its customers from purchasing power from Lafayette 2/ and require
Commission attention and remedy to insure that the River Bend
unit is not used in furtherance of anticompetitive practices.

As GSU's October 1983 filing confirms, CSU's load projections
have decreased since its 1981 filing. When River Bend comes on=-
line, it will possess capacity far in excess of capacity
requirements., As stated at page 2 (response to question B.1l.b):

1/ See Lafayette's September 15 letter at 5-9,

2/ As discussed in the September 15 letter and below.
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«++ Depressed economic conditions since 1981,
particularly in the oil and chemical industry,
have caused GSU to reduce its load projection
below those made in 1981.

The reserve margin for the summer of 1986
(the next peak period following the River Bend
Station Unit 1 in-service date of December,
1985) including all purchases is expected to
be 46.5%. Purchases are being made for
reasons other than meeting reserve requirements,

As the October filing states, the substantial projected
excess capacity will be owing to the operation of River &2nd and
a 1,000 Mw purchase from the Southern Companies. The filing
further states that in the absence of River Bend and purchase
arrangements GSU would still have a reserve margin in excess of
that planned for In the initial filing Gere. sU states, 1/
"{TYhe reserve margin excluding all purchases without River Bend
is expected to be 16.9%," That reserve margin, in turn, is not
only within the 15-25 percent margin that, as Gulf States'
response notes, has been recognized as appropriate by the FERC
and the NRC, but is Yigher than the 15.8 percent reserve margin
for the original proposed in-service date of 1981,

In sum, GSU's October 1983 update confirms that wuen River
Bend comes into operation, GSU will have a reserve margin three
times the adequate reserve margin initially planned for, and on
which the construction permit was based. 1In its own right, and
especially in view of GSU's recent behavior, 1/ this "significant
change® requires attention to assure that it 1s not the catalyst
for unlawful efforts to suppress competition.

B. GSU's October Filing Confirms Significant Charges In
Coordination Activities, But Must Be Further Updated.

As stated in Lafayet'e's September 1983 letter, recent
changes in Gulf States' coordination activities require revision
to reflect "significant changes."™ In particular, Lafayette noted
a major unit power sales agreement between the Southern Companies
and GSU and an agreement among Southern, the Middle South
Utilities and GSU to enter into a coordination agreement, The
October GSU filing refers to che former, and indeed, holds the

1/ Response B.l.a.

2/ As discussed below.



interchange arrangement with Southern out as an action
implementel in accord with the antitrust conditions here. 1/ The
filing, however, omits recent revisions of these agreements which
not only require explanation, but raise questions of undue
preference and discrimination. The October filing refers to the
proposed coordination agreement, but provides no hint of its
status, or of GSU's willingness to respond to Lafayette's request
to participate. The filing must be revised to account for these
matters.

1. GSU must update its response to include and explain
its revised agreements with Southern.

In December, 1983 Southern and GSU filed with the FERC an
Offer ot Settlement in Southern Company Services, Inc., Docket
No. ER82-579, That filing significantly revises the terms of the
Southern-GSU arrangement, GSU must be required to include the
revised agreements in its filing here, along with accompanying
explanation,

In particular, lafayette is concerned that the revisions
create a preference for Southern as a seller to GSU, even where
others, such as Lafayette, could provide power to GSU at a price
lower than Southern,

A new interchange Schedule (E "Long Term Power") would commit
GSU to certain amounts of additional 2/ long term power from
Southern, but simultaneously provide at Southern need not
provide these amounts where it has made other commitments, %/ on
the other hand, as revised by the Settlement Offer, the "Unit
Sales Agreement™ would give Southern the right to call for an
increase in GSU's "unit purchase®™ obligations when Southern's
costs are below GSU's "avoided costs."

As Lafayette has stated, it has capacity which it is seeking
to sell, and is in competition with Southern in the sale of such
capacity to GSU, as well as others. The revised Unit Sales

1/ See response B,2 at 23,
2/ To the amounts provided for in the Unit Sales Agreement,
3/ Section El1.2 of Schedule E provides a lengthy and

comprehensive list of present and potential sales by Southern
that would take precedence over long term power sales to GSU,



Agreement, however, wculd require GSU to buy from Southern even
where Lafayette, or some other supplier, could provide GSU with
power at a lower price than Southern. This arrangement would
appear to both unreasonably exclude Lafayette and others from
competition with Southern, and by the same tnken, could prevent
GSU's ratepayers from obtaining the most economic power
available,

If the concept of the revision to the Unit Sales Agreement is
questionable as unduly preferential and exclusionary, the details
raise more suspicions. First, the agreement would define GSU's
avoided cost to be the cost of replacement from oil or gas-fired
generation “owned by GSU."™ 1/ In fact, as the October 1983 update
admits, and GSU has recently proclaimed in its FERC general rate
case, 2/ GSU has been buying substantial amounts of capacity from
others for economy purposes. In this setting GfU's avoided cost
is the cost of supply from others, including Lafayette, not the
cost of its own higher cost oil and gas generation. By setting
the latter as a target, GSU and Southern unreasonably weight the
scales in favor of further commitment to Southern to the
exclusion of more economic dealings with others.

Second, while the new language would provide Southern the
right to increase GSU's obligation where there is a cost
differential, it expressly does not provide for adjustments
downward, were, for example, Scithern's costs to increase, or the
differential to disappear.

Finally, the new Unit Sales language would make G3U a
marketing arm of Southern in territory not previously served by
Southern -- territory including Lafayette., The new language
would let GSU off the hook of increased Unit Sales commitments,
but only if GSU (or Southern) finds an alternate buyer in the
Texas and Louisiana area. It is not enough, that is, that
Southern be made whole by an alterna’ » sale in its other markets.
Indeed, the revisior states that "[S]ince Southern Companies have
existing interconnections with certain subsidiaries of Middle
South Utilities, Inc., none of the subsidiaries of Middle South
Utilities, Inc. shall be considered as a utility or third party

1/ See Section 2.2.4(a) of Amendment No. 2 to Unit Power Sales
Agreement.

2/ Docket No. ER82-375. 1In that case it sought, and obtained,

special fuel clause treatment in recognition of the fact that it
has been buying substantial amounts of capacity from others for

economy purposes.



located in the states of Louisiana and Texas for purposes of this
section.” It is hard to imagine any justification for such a
provision that meets competitive and public interest tests.

GSU must be required to further explain the basis and
relaticn between the Schedule E and the amended Unit Power Sales
Agreement, and to show why the new provisions are not
unreasonably discriminatory, anticompetitive and contrary to the
public interest.

4 GSU Must Provide Information On The Status Of The
Coordination Agreement Among GSU, Middle South and
Southern.

'

As stated in Lafayette's September 1983 letter, on
December 13, 1982, Culf States, Middle South Utilities, and the
Southern Companies entered into an agreement in consideration of
Middle South's withdrawal from t.ie FERC proceeding concerning the
GSU-Southern unit power sale. 1/ The December 13 Agreement, in
turn, committed the three major utilities to enter into a further
coordination agreement, 1In July 1983, Lafayette formally
requested, by letter to each of the three utilities (Attachment 1
hereto), participation in the conrdination agreement. As shown
by a draft of the agreement, the terms provide for broad
coordination among the major utilities. 2/ As stated in the
September 15 letter, Lafayette had received no response to its
request to participate. It has not received any response in the
interim since.

Gulf States' October filing provides no indicaticn of the
status of the agreement, i.e., whether execution is likely or
whether the agreement hus been abandoned. 3/ Nor does Gulf

1/ FERC Docket No. ER82-579.

2/ See Attachment 2 hereto, and in particular, Section 3.4
thereof, which spells out the duties of the Executive Committee
thet will administer the coordination. The draft was made
available to Lafayette in discovery in Docket No. ER82-579.

3/ With reference to the new coordination agreement, Gulf
States' October 1983 update states, at B.l.b (page 4):

GSU agreed to enter into a reliability
coordination agreement with the Middle South
and Southern Companies incident to the new

FOOTNOTE CONTINUED ON NEXT PAGE



States explain why it has failed to even respond to Lafayette's
request for participation, much less agree to it. Gulf States
should be reguired to state whether execution of the agreement is
anticipated., 1f it is not, Gulf States should be required to
explain why an agreement previously deemed necessary has been
abandoned, Finaily, Gulf States should be required to state why
Lafayette has ac. been accorded the opportunity to participate in
the agreement and its development,

II. GSU's Recent And Ongoing Actions To Frustrate Lafayette's Use
Of GSU's Transmission System And Prevent GSU Customers From
Taking Service Frcm Lafayette Are "Significant Changes.”

As summarized in Lafayette's September 15 letter, GSU has
recently come to act in a manner inconsistent with the antitrust
laws, and as discuused at III infra, inconsistent with the terms
of its construction permit conditions. 1In particular, (a) GSU
has refused to provide transmission for sales by Lafayette to
customers of GSU who lack their own generation; (b) GSU has
sought to resist and/or unlawfully and unreasonably condition
transmission on behalf of sales by Lafayette to generating
systems; and (c) GSU has failed to even respond to Lafayette's
request that Lafayette be permitted to participate in a
coordination agreement among GSU, Middle South, and the Southern
Companies. GSU's October 1983 response either seeks to skim over
the salient facts of GSU's behavior or ignores them completely.
Lafayette lLiereby provides further detail and supporting
documentation,

FOOTNOTE CONTINUED FROM PREVIOUS PAGE

GSU-Southern Company interconnection which
will affect the transmission systems of the
three companies. The City of Lafayette, which
has no transmission system affected by such
GSuU~-Southern Interconnection, requested to

be added as a party to such agreement. No
agreement has been executed.

As shown in Section 3.4, Attachment 2, a draft of the Agreement,

the terms of the Agreement are far broader than suggested by Gulf
States in the language quoted above.
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A, GSU Refused To Provide Transmission For Lafayette Sales
To Non-Generating Customers Of GSU.

As summarized in Lafayette's September 15, 1983 letter, GSU
has refused to transmit power between Lafayette and GSU customers
that do not own their own generation; GSU's response both slides
over its past refusals and carefully refrains from committing
itseif to provide transmission service to non-generators. Gulf
States' refusal to transmit to non-generators is a "significant
change® which require Justice Department and Commission review
and a commitment from Gulf States to provide transmission on
reasonable terms.

1. GSU refused to provide transmission service for
Abbeville in order to retain Abbeville as a
customer.,

As stated in Lafayette's September 15 letter, GSU refused
to provide the transmission between Lafayette and the City of
Abbeville needed to consummate a wholesale requirements agreement
between Lafayette and Abbeville. In doing so, as the letter
stated, GSU renegged on its contemporaneous written commitments
to Abbeville to provide such service. GSU's October filing
would, by omitting salient facts, suggest that GSU's refusal to
provide transmission was less than a refusal to transmit in order
to prevent loss of its customer to a competitor. Even so, the
October filing effectively concedes Gulf States' refusal to
transmit.,

a. GSU refused to provide transmission on behalf
of a sale between Lafayette and Abbeville,
despite express commitments to do so, in order
to prevent Abbeville from obtaining service
from Lafayette.

The story of GSU's dealings with Abbeville and Lafayette is
told in detail in affidavits of Abbeville's Mayor Larry J.
Campisi (Attachment 3 hereto) and its engineering consultant
Harold Beard (Attachment 4 hereto) as well as other documents,
also attached hereto. The highlights follow.

In January 1983, Abbeville inguired of GSU as to power supply
alternatives available from GSU, including specifically,
"transmission rights to achieve power from third parties as per
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LST-GSU rate." 1/ (Attachment 5 hereto) 1In response, GSU stated
that it would provide transmission should Abbeville decide to
seek service elsewhere.

On March 1, 1983, GSU's Manager of Business Development,
Malcolm Williams, wrote to Harold Beard, Abbeville's engineering
consultant, that if Abbeville did not wish to continue with
wholesale purchases from GSU, GSU would provide transmission
service,

If Abbeville elects to purchase its
electric energy requirements from a third
party, GSU would agree to enter into a power
interconnection agreement with Abbeville and
would provide transmission service to the
entities which have agreements witn GSU. This
agreement will provide, among other things,
for transmission service under similar terms
and conditions as agreements GSU has made with
other entities (Attachment 6).

This commitment was reaffirmed by Mr. Williams in a
March 15, 1983 letter to Mr. Beard:

«ss GSU will offer to provide electric service
to the City of Abbeville under one (1) of the
following arrangements.

«+s (4) GSU will provide the City with a
thirty (30) year interconnection agreement as
outlined in our letter of March 1, 1983 ...
(Attachment 7)

As an alternative to the interconnection and transmission
service, GSU proposed to enter into a new ten-year wholesale
service contract with Abbeville. Abbeville protested GSU's
insistence on a minimum ten-year term. As Mr. Beard explains
(Attachment 4 at 6):

We were concerned because we wished
Abbeville to have reasonable opportunity to
plan for and choose economic supply sources as
they become available ... 1In addition, we
were concerned because we believed that Gulf
States' rates were subject to significant

1/ The "LTS" rate is the transmission rate schedule contained in
Gulf States' interconnection agreements with, amcng others,
Lafayette.
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increase and uncertainty related among other
things, to the coming into service of the
River Bend nuclear unit.

When GSU stood fast on the ten-year term, Abbeville entered
into discussion with Lafayette for the supply of its
requirements. As stated in the Beard and Campisi affidavits, in
short order it became apparent to Abbeville that service from
Lafayette would be more economical than service from GSU.

On April 28, 1983, therefore, Abbeville and Lafayette entered
into a wholesale requirements contract with service to start on
June 1, 1983 (Attachment 8). As Mr., Beard's affidavit explains,
in entering into the agreement "Abbeville assumed that Gulf
States would honor its repeated commitments of March 1 and March
15 to provide Abbeville an interconnection agreement and
transmission through the Gulf States system." (Attachment 4 at
7)

As stated in the Beard and Campisi affidavits, on May 5, 1983
Abbeville met with GSU to secure confirmation of GSU's
interconnection and transmission commitments. At that meeting,
however, GSU stated that it did not want to wheel power for a
Lafayette sale to Abbeville, and would not do so unless it were
required by law. Gulf States' official James Richardson said
that any commitment that had been made had been rescinded
(Attachment 3 at 5).

Several days later, Mayor Campisi received a call and was
told that Gulf States wished to meet with the Mayor alone;
attorneys and consultants were not invited. A meeting took place
on May 18.

The meeting is summarized in Mayor Campisi's affidavit
(Attachment 3, at 6-7). As the affidavit explains, Gulf States
told Abbeville that it did not have interconnection agreements
with non-generating systems, and "there would be no way it could
allow them." Gulf States stated that it could not adhere to the
commitment contained in its March letters to Abbeville. Under
the circumstances, Abbeville asked if Gulf States would provide a
new wholesale contract that provided for cancellation on a year's
notice, but Gulf States said it could not do so because it feared
loss of Abbeville as a customer.

As the Campisi affidavit recounts, following the meeting,
Gulf States offered to reduce the initial term of a new contract
to 312 years (from ten). 1In doing so, it stated that unless
Abbeville accepted this offer immediately, it would not be
entitled to retroactive application (to January 1, 1983) of the
"WST" (wholesale service at transmission voltage) rate, which
would provide Abbeville thousands of dollars of refunds.
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As Mayor Campisi's affidavit further details, given GSU's
refusal to transmit and its insistence on immediate acceptance of
its own offer, Abbeville iad no r2course to acceptance of GSU's
offer, even though the agreement with Lafayette was preferable
(Attachment 3, at 8-9, emphasis added):

Under the circumstances, it was apparent
that Gulf States was committed to resisting
the loss of Abbeville as a customer to
Lafayette. Even while Gulf States had, in
Abbevilie's view, committed itself to provide
the interconnection agreement and transmission
needed for Abbeville to proceed with its
agreement to Lafayette, it was clear that the

commitment could not be made good without long
drawn out litigation.

In addition, as 1 wrote to the Mayor of
Lafayette, if Abbeville had not agreed to Gulf
States' final proposal, it would not have
received service from Gulf States at the WST
rate, and the further savings related to the
retroactive application of this rate.

Instead, as Abbeville pressed for fulfillment
of Gulf States' commitments through
litigation, the existing Gulf States contract
would have automatically been renewed, and
Abbeville would have had to pay the higher WSD
rate until it could obtain transmission
service to Lafayette.

As I wrote to the Mayor of Lafayette:[1/]

This could obviously take well over
a year in view of Gulf States Utilities
Company firm refusal to transmit such
power and lengthy proceedings may be
required. This could result in an
interim loss to Abbeville sufficiently
large such that as a practical matter
Abbeville is forced to accept the best
terms it could obtain from Gulf States
Utilities Company prior to May 21.

Abbeville therefore decided that it had no
choice but to execute an agreement with Gulf
States, It did so notwithstanding its belief
that the agreement with Lafayette would have
been in its best interest.

1/ The letter referred to is Attachment 9 hereto.
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In conclusion, Abbeville believed that it
was in Abbeville's best interest to obtain its
electric supply from Lafayette. Gulf States
refused to provide the transmission and
interconnection agreements it had promised
would be available for our purchase from
another system, and refused to hold its own
offer open so that we might continue to pursue
alternatives,

b. GSU's October filing tries to paper over its
refusal to deal in order to retain Abbeville
as a customer.

GSU's statement on the Abbeville affair papers over GSU's
refusal to transmit to Abbeville in order to prevent Abbeville
from switching to Lafayette as a supplier. In doing so, the GSU
response does not refer to its repeated express commitment to
transmit for Abbeville, and its breach of that commitment. Even
so, it effectively concedes GSU's refusal to transmit for
non-generators,

As stated by GSU in its response here (at B.1.h.7):

By letter dated January 25, 1983, a consulting
engineer for the City of Abbeville, Louisiana,
inquired as to the availability of
transmission service from GSU under a 1985
contract. GSU responded that an
interconnection agreement with related
transmission service could be made available
under similar terms and conditions as
agreements GSU had with other like entities.
Interconnection agreements have only been
entered into with entities engaging in bulk
power supply from such entity's generating
facilities, and Abbeville has no generating
facilities. Thus no such interconnection
agreement or contract for transmission service
was made. A new wholesale contract was
executed on May 27, 1983 which may be
cancelled by Abbeville on one year's notice on
any anniversary date beginning January 1,
1987. FERC accepted the contract in Docket
No. ER83-613-000 after granting interventions
by Abbeville and Lafayette. Transmission
service would not have been available to
Lafayette under Schedule LTS for this sale.
(See paragraph (4) above.) If Abbeville
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becomes a member of LEPA, transmission service
under the CSSU-LEPA Interconnection Agreement
could be made available. (See paragraph (4)
above.)

When the above is deciphered, it amounts, at the least, to an
admission that Gulf States would not provide transmission for
Abbeville., That is, CSU told Abbeville that transmission would
be available to Abbeville, but on terms at which it is available
to "other like entities," GSU knowing that it had not been
providing transmission for "other like entities" (i.e., non-
generators).

Even so, GSU's response as guoted above, would obscure GSU's
actual commitment to Abbeville. In fact, GSU's commitment was
not the gualified one implied in the above quoted statement., As
quoted above, GSU now claims that it told Abbeville that it would
transmit on terms available to "other like entities" (emphasis
added) . In fact, as quoted previously, and as shown in
Attachment 6, its commitment referred to "other entities,”
without the qualifier "like."™ As Abbeville was entitled to
presume, and indeed, as provided for by the terms of tne
construction permit here, "entity" clearly includes distributors,
such as Abbeville. 1/ 1In sum, in reliance on express commitments
to transmit, Abbeville entered into agreement with Lafayette;
and, upon Abbeville's determination to seek power elsewhere, GSU
pulled the rug out from under Abbeville.

2a Gulf States resisted transmission on behalf of a
I1tayette sale to St. Marhxnvxlle, another non-
generating system,

In addition to frustrating a sale between Lafayette and
Abbeville, GSU simultaneously frustrated Lafayette's potential
sale to St., Martinville. St. Martinville, like Abbeville, has

1/ As stated in the "definitions" section of the construction
permit conditions here:

Le “Fntltxm means person, a private or
public corporation, governmental agency, an
association, a JOIht stock association,
business trust, municipalitz, or rural
electric cooperative owning, operating, or
roposing to own or yerate equipment or
%EELilFTﬁq for the d?%%ratlon? tgancmlqs1on or
dxftxlbutlmn of electricity primarily for sale

or resale to the public (emphasis added).
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long been a wholesale requirements customer of GSU. By letter of
April 5, 1983, the Mayor of St. Martinville formally expressed
interest in purchasing electricity from Lafayette. 1/ “We
would," Mayor Earl H. Willis wrote to Lafayette, "like you to
discuss this matter with the City of Lafayette and Gulf States
Utilities (for use of their transmission lines) and then give us
a proposal for consideraticn." By letter of April 6, 1983 to
GSU, Lafayette requested GSU to make transmission service
available. 2/ By letter of April 19, 1983, GSU responded 3/
that:

The transmission service schedule
"LTS" is for the purpose of coordinating
generation., It is unclear to us how
Lafayette would consider the full
requirements load of St. Martinviile as
coordination of generation.

Also, the Agreement requires that
Gulf States have an interconnection
agreement with St, Martinville and
provides for a request for transmission
service by October 1st of the preceding
year.

As Lafayette wrote to St., Martinville on May 5, 1983, 4/
"GSU's response did not say 'yes' or 'nmo' but indicated a lack of
desire by GSU to transmit the power under that [Lafayette/GSU
interconnection] Agreement. Depending on the outcome of a
meeting on a very similar matter between Abbeville and GSU,
Lafayette will vigorously pursue the necessary transmission ..."

As recounted above, GSU's response to Abbeville made clear
that it had no desire to transmit on behalf of non-generating
systems, and would not do so unless required by the law. 1In
light of that message, Lafayette's negotiations with St.
Martinsville fell into abeyance.

1/ Attachment 10.
2/ Attachment 11.
3/ Attachment 12,

4/ Attachment 13,
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3 GSU still refuses to commit itself to transmit to
non-generators.

As stated above, GSU refused transmission to Abbeville in
order to block that City's purchase of power from Lafayette.
Simultaneously, it resisted a request for transmission to St.
Martinville. 1In doing so, GSU officials made plain that GSU did
not want to provide transmission for others to its non-generating
customers, and would resist efforts to obtain transmission. 1/

Consistent with this posture, GSU's October filing here still
refuses to commit GSU to providing transmission to non-generating
entities such as Abbeville and St. Martinville. 1In discussing
Abbeville, GSU's response states (B.1l.h.7):

1f Abbeville becomes a member of LEPA
transmission service under the GSU-LEPA
Interconnection Agreement could be made
available ...

GSU makes the same statement in regard to St. Martinville
(response, B.1.h.6).

As cast, this response merely affirms GSU's refusal to enter
into interconrection and transmission agreements, as promised
with Abbeville, and its failure to offer the same to St.
Martinville. Rather, GSU would, without any reasonable basis,
condition transmission service to Abbeville, St. Martinville and,
it must be presumed, other non-generators upon entrance into an
association with other systems (LEPA). Even so, the response
does not commit GSU to providing transnission service --
carefully choosing the word "could" instead of "would." As the

1/ See Attachments 3 and 4. For example, as the Beard affidavit
TAttachment 4) recounts at 7, GSU official George Irvin told
Abbeville that

... Gulf States did not like the idea of
Abbeville's turning to Lafayette and did not
want to wheel power for Abbeville. He said,
however, that Company attorneys had advised
him that Gulf States would be required by
state law to wheel power under Gulf States'
interconnection agreement with LEPA, if
Abbeville joined LEPA. He made clear that if
the law did not require it, Gulf States would
not transmit.
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history of Abbeville's dealings make plain, the use of "could"
can only mean that GSU will resist the provision of transmission
unless it is compelled to make it available hy law. 1/

As noted above and below, the GSU construction permit here
provides for transmission and interconnection by GSU with
"*entities."™ The construction permit clearly defines "entity" to
include distributors such as Abbeville and St., Martinville., 2/
Assuming, as cannot be assumed, that GSU would provide -
transmission to distributors if they joined LEPA, there is no
basis for this requirement in the construction permit, and GSU
does not suggest any reasonable basis.

In sum, GSU must be required to expressly and immediately
commit itself to the provision of transmission service, on

reasonable terms, to non-generating GSU customers who might seek
supply from others.

B. GSU Has Sought To Resist And/Or Impose Unreasonable
Terms On Transmission Between Lafayette And Entities
With Generation,

As shown above, GSU has refused to transmit for non-
generating systems and has yet to provide transmission for them
on behalf of a sale by anyone other than GSU. Where, in the case
of generating systems, GSU has entered into interconnection
agreements to provide transmission service, it has now sought to
frustrate deals by refusal to provide service on terms long
agreed to, and/or by insistence on new and patently unreasonable
terms.

1. GSU unreasonably refused to provide Lafayette with
through transmission to Mississippi Power & Light
("MP&L").

In 1982, Lafayette formally asked GSU to provide transmission
to Mississippi Power & Light ("MP&L") on behalf of a sale by
Lafayette to municipal systems in Mississippi. 3/ Service
essentially identical to that requested had previously been

See footnote 1,
See footnote 1, page 15,

Attachment 14.
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provided, and MP&L expressly stated its willingness to receive
the power from GSU. 1/ GSU, however, refused to provide
transmission, stating as reason its own lack of interconnection
agreement with MPsL. 2/ Lafayette therefore was required to find
an alternative transmission path for the sale that did not
require the use of GSU's transmission.

2. GSU refused to nonor Lafayette and Plaquemine's
transmission agreements with GSU and delayed the
onset of wholesale service between Lafayette and
Plagquemine.

In April 1983, Lafayette entered into agreement with the City
of Plagquemine to supply Plaguemine with its power and energy
requirement from June 1, 1983 through April 1986. Plagquemine had
been receiving its supply from Gulf States.

Both Plaquemine and Lafayette have longstanding interconnection
agreements with GSU, entered into in 1973 contemporaneous to the
imposition of construction permit antitrust conditions here.

Both the Plagquemine and Lafayette agreements provide for the use
of the Gulf States transmission system for the transmission of
"wholesale power and energy." 4/

1/ Attachment 15.
2/ Attachment 16,

3/ As Schedule "LTS," the transmission schedule of the
Plagquemine and Lafayette interconnection agreements with Gulf
States, provides, in the statement of "Purpose" (Section 1):

1. The purpose of this Service Schedule
LTS is to provide for transmission services
and compensation therefor in the case where it
necessary to use the transmission facilities
of Gulf States to deliver or receive wholesale
power and energy to or from the system of
Lafayette (Plagquemine) and another entity (as
defined in Section 5) for coordinating
generation, and to establish the terms,
conditions, and standards applicable thereto.
(emphasis added)

The Plagquemine/Lafayette agreement is for wholesale power and
energy, and provides for coordination of Lafayette and
Plaguemine's generation.
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By letter of April 27, 1983, 1/ therefore, Lafayette requested
Gulf States to provide transmission service under Schedule LTS,
the transmission schedule contained in GSU's interconnection
agreements with Plaguemine and Lafayecte. Gulf States, however,
refused to provide transmission under its longstanding
interconnection agreements with Plaquemine and Lafayette.

Initially, GSU advanced a number of narrow technical claims
for not providing the service requested. When Lafayette fully
responded to these claims, 2/ however, GSU dug in its heels and
insisted that it would not provide the service under Schedule
LTS, 3/ notwithstanding Lafayette's protests that LTS service was
in order. 4/ As GSU's response here would put it:

«es Transmission for full requirements service
as requested and scheduled by Lafayette did
not meet the terms of such schedule. The type
of scheduling of service requested is not
provided to other entities under similar
schedules. To provide the requested service
would have been preferential treatment at a
preferential rate. 5/

There is nothing in the GSU/Lafayette/ Plaguemine
interconnection agreements that precludes the service sought by
Lafayette and Plaquemine. 6/ While GSU would state that similar
service is not provided to other entities under these schedules,
GSU cites no instance in which similar service was sought and a
contrary construction of the language provided.

In the event, faced with GSU's refusal to provide service
under the interconnection agreements, Lafayette and Plaguemine
had no immediate recourse but to enter into agreement to provide

1/ Attachment 17.
2/ See Attachment 18.
3/ Attachment 19.
4/ Attachment 20.
5/ Response B.1l.h.4.

6/ See footnote 3, page 19, and Attachment 20. As quoted in
Tootnote 1, "LTS"™ provides for transmission of "wholesale power

and energy ... for coordinating generation."™ The Lafayette/
Plagquemine agreement provides wholesale power and provides for
coordination with Plagquemine's generation. 1In addition,
Lafayette notes that the "term" provision of LTS (4.1) is
consistent with the term of the agreement.
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service under the LEPA transmission schedule. 1/ This schedule
in addition to imposing additional administrative and
transmission costs, 2/ contains unreasonable terms, including in
particular, a penalty provision which, as discussed below, GSU
would now impose to frustrate dealings between Lafayette and New
Roads.

C. GSU Is Imposing A Baseless And Unreasonable Penalty On
Transmission From Lafayette To New Roads.

GSU's anticompetitive behavior, even where it has no recourse
but to provide transmission, is further demonstrated by its
current imposition of an unreasonable and unsupported penalty on
transmission between New Roads and Lafayette. Based on its claim
that for a short period in August 1983 Lafayette transmitted
power and energy to New Roads above the amount scheduled, GSU is
now requiring (a) New Roads to pay for the allegedly excessive
transmission as if the excessive amount were taken for a full
twelve month period and also (b) simultaneously billing Lafayette
for the amount actually transmitted. This penalty is nowhere
provided for in the Lafayette interconnection agreement with GSU,
under which, as GSU's October filing here states, transmission
has been taking place. 3/

The New Roads municipal system had long been a GSU
requirements customer. 1In 1982, New Roads acquired, through
LEPA, an ownership share (of 3 Mw) in the Rodemacher 2 coal unit,
operated by the Central Louisiana Electric Company (“"CLECO"). 1In
1983 New Roads determined to supplement its Rodemacher purchase
by purchasing the remainder of its requirements, approximately
2-4 Mw, from Lafayette. New Roads and Lafayette requested
service under Lafayette's interconnection agreement with GSU
begin on June 1, 1983, Again, as in the case of Lafayette's sale
to Plaguemine, GSU raised technical objections, and service did
not begin until mid-July, 1983.

1/ Attachment 20.

2/ The LEPA schedule being used requires a minimum service term
of 12 months; while LTS permits a 5-month term. Thus, in
addition to requiring additional administrative costs, Gulf
States' insistence on the LEPA schedule limits Lafayette and
Plagquemine's ability to adjust demands (and charges) to meet
seasonal load variations.

3/ As GSU's October filing states, at B.l1.h.5 (page 19), in July
1982 "GSU started providing transmission service from Lafayette
to New Roads under Service Schedule LTS of the GSU-Lafayette
agreement as requestead."
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No sooner had service begun, then, in August, 1983 GSU
entered into dispute with New Roads and Lafayette.

According to GSU, for a brief period on August 10, 1983,
Lafayette delivered 5 Mw of power and energy that was not
scheduled as provided for by schedule LTS of the Lafayette-GSU
interconnection agreement. As Lafayette informed GSU, the
episode referred to related to an emergency in which Lafayette
did indeed seek to schedule delivery, but GSU did not recognize
Lafayette's efforts as scheduled. 1/ In any event, the proper
remedy, as provided for by Schedule LTS of the GSU-Lafayette
interconnection agreement, would be for Lafayette to pay for
service taken, but allegedly not scheduled. 2/ 1In fact, GSU has
been billing Lafayette for services actually rendered and in
addition, billing New Roads as if it were intending to take the
alleged excessive amount in full. By this effort, GSU would
obtain close to $80,000 in revenues for services not provided.
In doing so, it ignores the Lafayette-GSU interconnection
agreement, under which service takes place. 3/

Rather, GSU claims the extraordinary payments under a penalty
provision in its recent interchange agreement with New Roads,
which provision GSU also insisted upon in its recent interchange
agreement with LEPA. (Incredibly, GSU's October filing here
identifies these agreements as actions taken in accordance with
its construction permit conditions.) GSU's decision to ignore
the Lafayette/GSU agreement aside, the penalty provision is
either unreasonable on its face or unreasonable in its
application, and in any case, apparently not even part of the New
Roads rate schedule on which GSU relies.

GSU relies on a penalty clause which, it says, is contained
in the New Roads-GSU (and LEPA-GSU) transmission rate schedule. 4/

1/ Attachment 21.
2/ Thus, Section 4.5 of LTS provides:

In the event it should at any time be determined by
Gulf States, either by audit, metering, or otherwise,
that actual energy transmitted exceeds the capacity or
energy contracted and scheduled, then in addition to the
charge for contracted and scheduled transmission Gulf
States shall be entitled to bill and receive from
Lafayette an amount equal to the rate for secondary
energy transmission service applied to the amount of
energy actually transmitted in excess of the amount
contracted and scheduled.

3/ See footnote 3, page 21.

4/ The clause appears in the October 1983 GSU filing, at
Attachment 5, Rate Schedule LETS, page 2.
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In Lafayette's view this clause on its face, and c2rtainly as
applied by GSU, is unreasonable. 1In addition, as LEPA has told
GSU (Attachment 22), the imposition of the penalty is contrary to
GSU's agreement that the clause was not intended to provide
utterly disproportionate penalties for operational errors
(assuming that GSU's version of events here were correct).
Moreover, the imposition of the clause is contrary to GSU's
commitment that New Roads and LEPA would be served at rates
contained in the most recent FERC rate case settlement agreement,
which rates do not contain the penalty. Thus, in filing the New
Roads interconnection agreement with the FERC in February 1983,
Gulf States specifically stated that the charges under Schedule
LTS will be those determined in the ongoing general rate case
(Attachment 23). Indeed, in the October 1983 filing here, GSU
itself acknowledges that transmission service in its agreement
with New Roads is at the LTS rate provided for by the settlement
of its recent FERC rate case, which does not contain the

penalty. 1/

In sum, Gulf States' present attempt to impose a baseless
and, in any case, utterly disproportionate penalty on
transmission between New Roads and Lafayette is a further
instance of unreasonable and anticompetitive behavior.

1/ Thus, Item B.l.f calls for GSU to provide copies of rate
schedules not previously provided. Gulf States, at page 14 of
its response, notes that it is providing transmission service to
New Roads "for excess Kw taken by New Roads under Service
Schedule LTS under the New Roads-GSU Interconnection Agreement.”
The response then concludes:

Attached you will find a copy of the rate
schedules which have not been previously
furnished (Attachment 2). These rate
schedules are merely compliance rate schedules
for Docket #ER82-375-000, which has not been
approved at this time.

As inspection of Attachment 2 shows, Schedule LTS does not
contain the penalty provision GSU now would impose. (Neither was
such provision contained in the final settlement rates in that
docket, which are currently effective.)
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D. Gulf States Has Failed To Even Respond To Lafayette's
Request That It Be Permitted To Participate In
Coordination Among Gulf States, Middle South Utilities,
And The Southern Companies,

As stated in Lafayette's September letter, in December 1982
Gulf States, the Southern Companies ("Southern®™) and the Middle
South Utilities ("Middle South") entered into an agreement in
consideration of Middle South's withdrawal from a FERC proceeding
involving a large unit power sale from Southern to GSU, and the
related construction of a 500 kv interconnection between the two.
That agreement, in turn, committed the three large systems to
enter into a coordination agreement. 1In mid-1983 Lafayette
obtained 1/ a draft of the proposed coordination agreement. Upon
receipt of the draft Lafayette wrote to the three systems
formally requesting the opportunity to participate in the new
anreement. 2/ As Lafayette's September letter stated, Lafayette
had yet to receive any formal response to this request. No
formal response has been received in the interim since September.

ITI. GSU's Violation Of Antitrust Conditions In Its Construction
Permit Is A "Significant Change" Requiring Commission
Scrutiny And Remedy.

Pursuant to the 1974 antitrust review, the construction
permit entered intc by GSU contains, inter alia, the following
commitments by the Company:

Te Interconnection and coordination
agreements shall not embody any unlawful or
unreasonably restrictive provisions pertaining
to intersystem coordination. Good industry
practice as developed in the area from time to
time (if not unlawfully or unreasonably
restrictive) will satisfy this provision.

10. Applicant shall facilitate the
exchange of bulk power by transmission over
its transmission facilities between two or
more entities engaging in bulk power supply in

1/ The document, Attachment 2 hereto, was obtained in discovery
before the FERC.

2/ Attachment 1
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its service area in Louisiana with which it is
interconnected; and between any such
entity(ies) and any entity(ies) engaging in
bulk power supply outside Applicant's service
area in Louisiana between whose facilities
Applicant's transmission lines and other
transmission lines would form a continuous
electrical path; provided that (1) Permission
to utilize such other transmission lines has
been obtained by the entities involved, (2)
Applicant has appropriate agreements for
transmission service with the entities
interconnecil2d with Applicant at both the
receiving and delivery points on Applicant's
system, and (3) the arrangement reasonably
can be accommodated from a functional and
technical standpoint...

GSU's refusal to provide transmission service between
Lafayette and Plagquemine under the transmission schedules in the
interconnection agreements between these systems and GSU
constitutes a violation of provision 10 of the construction
permit. Alternatively, to the extent GSU would contend that
these transmission schedules do not provide for the service
requested, it is in violation of provision 7.

GSU's refusal to respond to Lafayette's request to
participate in the planned coordination agreement among GSU,
Middle South, and Southern indicates that GSU is unreasorably
limiting Lafayette's access to coordination, in violation of
provision 7.

GSU's refusal to provide transmission service agreements for
Lafayette's sale to non-generating systems, including the sale to
Abbeville and potential sale to St. Martinville, constitutes a
violation of provision 10 of the permit. 1/ Alternatively, its
refusal to provide transmission service to non-generators under
its existing interconnection agreement with Lafayette requires a
finding, pursuant to provision 7, that the agreements are
unreasonably restrictive.

GSU's efforts to impose substantial costs on transmission
between Lafayette and New Roads that bear no relation to service
rendered is in violation of Section 7 of the construction permit,

1/ Lafayette recognizes that GSU does not have a transmission
agreement with Abbeville, but it has defaulted on its March 1983
written commitment to provide one, and cannot now claim that it
is not obligated to transmit because of lack of "an appropriate
agreement,”



Conclusion

In summary, in view of the matters stated above, and in
Lafayette's September 15 letter, Lafayette respectfully requests
that the Staff make an initial finding that "significant changes"
have occurred subsequent to the antitrust review at the
construction permit staye and tha: further antitrust review is in
order.

As stated in Lafayette's September 1983 letter and further
shown herein, recent developments in Gulf States' activities are
*significant changes" which require

a. a directive to Gulf States that it further update
its application to fully account for (i) the recent
alteration of its substantial power supply
arrangements with the Southern Companies and (ii)
its related commitment to enter into a coordination
«greement with Southern and the Middle South
Utilities;

b. a determination that "significant changes" have
occurred requiring Commission review and
consultation with the Justice Department;

Ce a determination that Gulf States has violated the
conditions of its construction permit; and

d. further actions to modify the project antitrust
conditions as a condition of the maintenance of the
construction permit and grant of the operating
license, to require that Gulf States provide
assured access (on reasonable terms) to its
transmission system to Lafayette and to those GSU
customers who wish service from other suppliers,
including Lafayette.

In addition, Lafayette also suggests that a conference among
Staff, Gulf States, Lafayette and other relevant and interested
parties might be convened to consider the matters addressed
herein.

Lafayette would be pleased to provide such further
information and assistance as it can to clarify and/or elaborate
on the facts and requests stated herein.

Very truly yours,

’

George Spiegel
Daniel Guttman

Attorneys for the City of Lafayette,
cc: Cecil Johnson, Esqg. Louisiana
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DIRECTOR OF UTILITIES
PHONE: (318) 251-8300 ’%
705 W. UNIVEASITY AVENUE

P. 0. BOX «017-C 1‘P}-

LAFAYETTE, LOUISIANA 70502 .

July 5, 1983

Mr. Paul W. Murrill Mr. William R. Reed

Chief Executive Officer Chief Executive Officer

Gulf States Utilities Company Southern Company Services, Inc.
P. 0. Box 2951 600 North 18th. Street
Beaumont, Texas 77704 Birmingham, Alabama 35202

Mr. Frank G. Smith, Jr.

Chief Executive Officer

Middle South Services, Inc.

P. 0. Box 61000

New Orleans, Louisiana 70161

Gentlemen:

RE: Proposed Coordination Agreement

As Director of the electric utility system of the City of Lafayette,
Louisiana, it has come to my attention that your systems are currently
engaged in drafting a “reliability coordination agreement” for the
further coordination of utility systems in the region. 1/ On behalf
of Lafayette, this letter is to formally express our interest in
participating in the development and operation of the agreement. ‘e
have been provided with a Ma; 10, 1983 draft of the agreement. We
enclose a copy of the draft which, with the minor revisions to provide
for Lafayette, we are prepared to sign.

As you may know, the electric system of the City of Lafayette has an
increasing need to be concerned and involved with the coordination
activities of neighboring systems in the southern region. The City

currently has generating capability in excess of 600 Mw, with a peak
load of approximately 250 M.

1/ Provision for this agreement appears in paragraph 7 of the
December 13, 1982 agreement amoung Arkansas Power & Light Company
et al. and Gulf States Utilities and Alabama Power Company, et al.

6%1
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Mr. Paul W. Murrill ¢ July 1, 1983
Mr. Frank G. Smith, Jr.
Mr. William R. Reed

Until recertly, all gensration was located at plants located in the

City of Lafayette. In 1982, however, Lafayette began to receive power
from its share of the Rodemacher 2 unit, located in Boyce, Louisiana

on the Central Louisiana Electric Company system and Lafayette soon
expects to receive power under an allocation from the Southwestern Power
Administration.

Lafayette is electrically interconnected with and/or has intgrchange
agreements with CLECO, GSU and Cajun Electric Power Cooperative, and
belongs to the Southwest Power Pool.

In addition to its interchange of power and energy with those with whom

it is directly interconnected, Lafayette has historically sought to engage
in transactions with other utilities in the region, where the exchanges
provide benefits to the parties involved. In 1981, for example, it
provided power and energy to certain municipalities in Mississippi through
the transmission facilities of GSU and Mississippi Power & Light. In 1982
and 1983, it similarly sold such power transmitted over Central Louisiana
Electric Company, Louisiana Power & Light and Mississippi Power & Light.

It has also sold power to a number of Louisiana systems over the facilities
of the Louisiana Power Light Company, GSU, and CLECO.

At present, Lafayette has substantial excess capacity which it seeks to

make available on an economic basis, and seeks coordination, in part, to
further this end, as well as to improve, as possible, the reliability of
power supply in the Lafayette area. It seeks to coordinate with GSU and

use the transmission facilities of the GSU and Middle South systems and,

with the forthcoming completion of the 500 Kv interconnection between GSU

and Mississippi Power Company, would welcome the opportunity to engage

in coordination with the Southern Companies, as well as GSU and Middle South.

In conclusion, Lafayette would be pleased to provide such further information
as may be appropriate, and requests that it be permitted to participate in
the cooperative venture on which you are proceeding.

Very truly yours,

CITY OF LAFAYETTE, LOUISIANA

Ll

_ ;;:z,,;,:'_“tj}"_,.__ .
T, J. Labbe’
Director of Utiltiies

———————————————————————————
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Attachment 2 Exhibit 1

RELIABILITY CO-OROINATION AGREEMENT

e DRAFT

ARKANSAS POWER & LIGHT COMPANY MAY 101983

LOUISTANA POWER & LIGHT COMPANY
MISSISSIPPI POWER & LIGHT COMPANY
NEY RLEANS pusLIC SERYICE INC,
MIDOLE SOUTH SERVICES, INC.
GULF STATES UTILITIES COMPANY
- m
ALABAMA POWER COMPANY
GEORGIA POWER COMPANY
GULF POWER COMPANY
MISSISSIPPI POWER COMPANY
SOUTHERN- COMPANY SERYICES, INC.
THIS AGREEMENT, made as of the day of v 1983, by
4nd among ARXANSAS POWER & LIGHT COMPANY, an Artansas corporation, LOUISIANA
POWER & LIGHT COMPANY, a Loufsiana corporation, MISSISSIPPI PAwER § LIGqT
COMPANY, 2 Mssissippt corporation, MEW (RLEANS PusLIC SERVICE INC., 2
Loufsiana morqumA(hnmiufta'r.eollctinly referred to a3 the *Niddle
South Comoanfes*), ind MIDOLE SUTH SERVICES, INC., a Delaware carporation
(hereinafter referred to & *MSS*), with all of the iforesaid compantes befng
hereinaftar collectively referred to as the "Middle South System Comoanies*;

] GULF STATES antsemMY. A Texas Corporation (hereinafter referred to 2
"EU); and AL PR cowny, in Alabama carparation, GEORGIA POVER
cnmn._q Georgia carp_mtica._gl_r PONER COMPANY, 4 Maine carporation,
MISSISSIPPL PONER COMPANY, 2 Mississipp! corporation (hereinafter callectively
referred to ag the. "Southern Camoantes®), and SOUTHERN COMPANY SERYICES, INc.,

‘. N
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WHEREAS, GSU 1z {tself an intagrated electric utility system

o ﬁoc}aﬂnq fn the states cf'LoMsi.am and Texas; and

- WEREAS, the respective gemnting and tramsmission tystems of the
Southern Companies are 1ntnrcannc:°ed -m: €ach other 30 s % forw an
fntagrated electric wtility system (hcninai‘tcr Qlled the "Southern System®)
operating in the states of Mabama, Florida, Georgia, and Misstssippt: and

mw GSU and the Middle South System have direcs transaission
{ntarconnecsong and are indirectly intarconrectad through the tramsmission

facilities of others, and 1t s anticipated that ddditional direct and indirece
interconnections wil] be established in the future; and

WHEREAS, GSU and the Southern System are indirectly interconnected

through the transafssion facﬂl:ia of the Middle South System und others, and
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Attachment 3

AFFIDAVIT OF LARRY J. CAMPISI

My name is Larry J. Campisi. Since June of 1%82 I have been
the Mayor of the City of Abbeville, Louisiana.

Abbeville owns and operates a municipal utility distributicn
system fcr the benefits of its citizens and ratepayers. The
City's municipal electric system-is electrically interconnected
with the transmission system of the Gulf States Utilities Company
at a voltage of 34.5 Kv,

In 1975, Abbeville had entered into a contract to receive its
requirements for power and energy from the Gulf States Utilities
system. The contract provided an initial term of three years,
with year-to-year renewal thereafter. Under this agreement,
energy was furnished at a delivery voltage of 34.5 Kv, at the
Gulf States rate for this level of delivery voltage.

Following my election, Gulf States proposed a renegotiation
of its contract with Abbeville. Under the proposal, GSU would
agree to construct a 138 Kv transmission line to serve the City,
and serve it under GSU rate WST, which is significantly lower
than the rate for 34.5 Kv (WSD). GSU proposed to lease the

existing substation to Abbeville at 2 percent/month until

Abbeville built its own 138 Kv - 34,5 Kv substation. As a

condition to the "upgrade," GSU wanted a ten-year initial
contract term.
It was my belief that Abbeville should upgrade the

interconnection facilities to 138 Kv, but in doing so, should




able to avail itself of power supply opportunities'from sources
other than Gulf States. I was particularly concerned about
potential cost increases or uncertainties in Gulf States rates in
the future. These concerns related especially to the River Bend
l nuclear unit which it is constructing, and to possible
increases in the cost of natural gas. I therefore wanted
Abbeville to have both the right to receive power from sources,
including the City of Lafayette and the Louisiana Energy & Power
Authority (LEPA), other than Gulf States and the opportunity to
do so upon reasonable notice to Gulf States. With the view to
exploring these alternatives, in early 1983 the City emp loyed cthe
services of an engineering consultant, Mr. Harcld Beard.

On January 13, 1982, on behalf of Abbeville, T wrote to Gulf
States stating Abbeville's desire to negotiate on a new contract,
and seeking a meeting to discuss this.

Abbeville met with representatives of Gulf States in
Abbeville on January 24 in the offices of Abbeville's city

attorney, Durwood Conque.

A January 25, 1983 letter from Mr. Beard to Mr. George Irvin,

General Superintendent, Gulf States Utilities Company summarized

Abbeville's requests, as stated at the meeting. As the letter
stated, the City had told Gulf States that it was interested in
receiving service under rate WST and upgrading its inter-
connection with GSU to 138 Kv; the City requested a two-year

contract term with year-to-year renewal; and the City wished




transmission rights to obtain power from third parties. As the
letter stated, "Abbeville might elect to §urchase all or a
portion of iocad from third parties in the future."

On March 1, 1983, representatives of Gulf States met
separately with Mr. Be#td in Baton Rouge and myself in Abbeville.
(I understand that the meeting with Mr. Beard is described in a
statement by Mr. Beard.) Mr. Harold Beaugh of GSU came to visit
me. Among the points I emphasized was Abbeville's desire for a
contract that included a reasonable provision for cancellation,
and that provided Abbeville the opportunity to obtain power from
other sources. I made clear that the ten-year contract term
proposed was unacceptable.

On March 1 and March 15, Mr. Malcolm Williams, Gulf States'
Manager of Business Development, wrote letters to Abbeville in
which he spelled out Gulf States' offers. Both of these letters
made clear Gulf States' commitment to either (a) provide service
under the Gulf States "WST" rate or (b) agree to a 30-year
interconnection agreement under which Abbeville would be able to
use Gulf States' transmission facili“~ies to obtain powe:r from
other sources.

On April 8, 1983, representatives of Gulf States met with Mr.
Beard and myself in Atbeville. At this meeting, Abbeville again
protested Gulf States' insistence on a l0-year term, but Gulf
Statrs continued to contend that such term was needed to be

consistent with the terms corntained in contracts with other



municipal wholesale customers. Gulf States did agree, however,
that if Abbeviile entered into a new contract with Gulf States,
it would be billed on the WST rate as of J;nuary 1, 1983,

Following the April 8 meeting, Mr. Beard and I called
Mr. T.J. Labbe, Superintendent gf the Utilities Department of the
City of Lafayette, Louisiana. We did so in view of Gulf States'
insistence on a ten-year contract term and our concern that more
economic power alternatives could be available to Abbeville
during this period. It was our understanding that the Lafayette
system was seeking to sell additional power, and we wished to
know the terms of its availability. As a result of the call,
representatives of Lafayette and Abbeville met on April 12, 1983
to discuss Lafayette's supply of power and energy to Abbeville.

As a result of that meeting and the analysis performed by
Mr. Beard, we decided to negotiate with Lafayette for the supply
of our energy and power requirements. Following the meeting,
negotiations proceeded rapidly, and on April 28, 1983 agreement
was reached. The agreement provided that Lafayette would begin
to supply Abbeville with its requirements for power and energy on
June 1, 1983,

In entering into the agreement with Lafayette, Abbeville
naturally assumed that GSU would honor the commitments made in
its March 1983 letters to provide Abbeville with an inter-

connection agreement and transmission service.



On May 5, 1983, Abbeville met with Gulf States in Lafayette
to state our intent to obtain service from Lafayette, and discuss
the intercornection agreement and transmission arrangements which
we understood GSU had committed to. Gulf States' Mr. George
Irvin said he was not sure if a.commitment was made because he
did not write the letter, and he would have to consult with
Mr. Williams. Gulf States' Mr. James Richardson, however, said
that any such commitment that had been made had been rescinded.

Mr. Irvin further said that Gulf States did not want to wheel
for Abbeville and would do so only if required to do so by law.

1 asked him to explain what he meant. He said that he understood
from his attorneys that the state law which created LEPA would
rqquire transmission for Abbeville if it became a LEPA member,
but that there is a possibility state law could be changed.

Several days later, I received a call from Mr. Sam Theriot,
AbbLeville's state representative. Mr. Therict said that he had
been contacted by Mr. Ernie Broussard, Gulf States' legislative
lobbyist.

Mr. Theriot was asked by Mr. Broussard to set up a meeting
between Abbeville and Gulf States. Mr. Theriot asked me what
Abbeville had requested from Gulf States. I said that we wanted
a year-to-year contract and the right to seek supply from third
parties. Mr. Theriot said that he was not familiar with the
details of Abbeville-Gulf States negotiations, but that all Gulf

States wanted was for him to arrange a meeting.



I told Mr. Theriot that I would be in Baton Rouge on'May 18
for the annual "Mayor's Day."” Mr. Theriot called and told me
that he had arranged a luncheon meecing with himself, Mr.
Broussard, and Gulf States Vice President Summa Stelly at the
City Club in Baton Rouge at that date. He said that Gulf States
wanted to meet with me alone; attorneys and consultants were not
invited.

I met with GSU as scheduled on May 18. 1In addition to
Messrs. Broussard, Stelly, and Theriot, Mr. Ted Meinschert
attended for GSU,

Following initial pleasantries, Mr. Stelly stated that GSU
wanted to keep Abbeville as a customer, and wanted to clear up
misunderstandings that Abbeville might have had as a result of
its communications with Gulf States. Mr. Stelly stated that Gulf
States could not adhere to the letter commitments made by Mr.
Malcolm Williams. He said that Gulf States did not have any
interconnection agreements with electric systems tpat did not own
generation and there would be nc way it could allow them.

I said that Abbeville believed that purchasing from
Lafayette, instead of Gulf States, was in Abbeville's best
interests. I further said that I assumed a commitment from Mr.
Williams to provide for an interconnection agreement and related
transmission was a commitment from Gulf States. I said that

Abbeville needed Gulf States' adherence to this commitment.



Mr. Stelly responded that Gulf States could not adhere to the
commitment. He said, however that Gulf States would agree to
reduce the initial term of its proposed contract with Abbeville
from ten years to five years.

I said that Abbeville wanted:a contract which provided for
cancellation on a year's notice.

Mr. Stelly said that Gulf States could not accept a contract
that permitted cancellation on a year's notice because it would
lose Abbeville as a customer. I responded that if Gulf States
were compe itive, there would be no reason for Abbeville to take
power from Lafayette but that, as Abbeville's consultant advised,
Gulf States would not be competitiQe.

I also said that Abbeville intended to join LEPA and did not
want opposition from GSU,

In conclusion, I told GSU that if Abbeville were to take
power from GSU, it would require a year-to-year contract.

Mr. Stelly said that he would consider my statements and get
back in touch by 6:00 p.m. that day.

At about 6:10 p.m., I received a call from Mr. Stelly. He
said that he thought we could work out an agreement, and
suggested a meeting at breakfast the next morning.

At subsequent talks with Mr. Stelly and others, Gulf States
said it would shorten the contract term to three and one-half
years. In addition, if Abbeville agreed to the contract
immediately, it would be entitled to retroactive application (to
January 1, 1983) of the WST rate -~ which would provide Abbeville

thousands of dollars of refunds.



Under the circumstances, it was apparent that Gulf States was
committed to resisting the loss of Abbeville as a customer to
Lafayette. Even while Gulf States had, in Abbeville's view,
committed itself to provide the interconnection agreement and
transmission needed for Abbeville to proceed with its agreement
to Lafayette, it was clear that the commitment could not be made
good without long drawn out litigation.

In addition, as I wrote to the Mayor of Lafayette, if
Abbeville had not agreed to Gulf States' final proposal, it would
not have receivec service from Gulf States at the WST rate, and
the furtler savings related to the retroactive application of
this rate. Instead, as Abbeville pressed for fulfillment of Gulf
States' commitments through litigation, the existing Gulf States
contract would have automatically been renewed, and Abbeville
would have had to pay the higher WSD rate until it could obtain
transmission service to Lafayette.

As I wrote to the Mayor of Lafayette:

This could obviously take well over a

year in view of Gulf States Utilities Company

firm refusal to transmit such power and

lengthy proceedings may be required. This

could result in an interim loss to Abbeville

sufficiently large such that as a practical

matter Abbeville is forced to accept the best

terms it could obtain from Gulf States

Utilities Company prior to May 21.
Abbeville therefore decided that it had no choice but to execute
an agreement with Gulf States. It did so notwithstanding its
belief that the agreement with Lafayette would have been in its

best interest.



In conclusion, Abbeville believed that it was in Abbeville's
best interest to obtain its electric supply from Lafayette. Gulf
States refused to provide the transmission and interconnection
agreements it had promised would be available for our purchase
from another system, and refused to hold its own offer open so

that we might continue to pursue alternatives.

Larr{/}f Céﬁpii;;}*

Subscribed and sworn to

;-

before me this :fé day

of ;%552[2 , 1983,

/’q
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=

Notary PuQiyb




Attachment 4

AFFIDAVIT OF HAROLD BEARD

My name is Harold Beard. I am President of Beard
Engineering, Inc., Consulting Engineers, P.0O. Box 3838 Baton
Rouge, Louisiana 70821, telephone (504) 297-5344,

Beard Engineering was founded in 1970 to provide engineering

consulting service to industrial and municipal energy users. In

the past half decade, it has come to perform similar services in
the sewer and water utility areas.

In January of 1983, [ was employed by the City of Abbeville,
Louisiana to assist it in power supply negotiations. Abbeville
operates a municipal electric system which has been receiving its
power under a wholesale power arrangement with the Gulf States
Utilities Company.

In 1982 the Abbeville system experienced peak loads of
approximately 23 megawatts (summer) and 13 megawatts (winter),
and provided approximately 94.5 million Kwh of electricity.

Abbeville is electrically interconnected with the Gulf States
system at 34.5 Kv. It had been purchasing power under the Gulf
States "WSD," or wholesale distribution rate; a rate
significantly higher than that available for customers taking
power at higher voltages whc are eligible for service under the
Gulf States "WST," or wholesale transmission rate.

Abbeville had been receiving power under a contract entered
into on March 18, 1975, which provided a three-year term and a
year-to-year renewal each May thereafter, I was called upon
after Gulf States had transmitted to Abbeville a proposed new
contract which, among other things, provided for a ten-year

initial term.




On January 13, 1983, Abbeville sent GSU a letter stating its
desire to meet regarding contract negotiations.

On January 25, 1983, a meeting was held in the offices of
Durwood Conque, Abbeville's City Attorney. The meeting was
attended by Mr. Conque, myself, 'Abbeville Mayor Larry J. Campisi,
an Abbeville City Councilman and Mr. Ed LeBlanc, and on behalf of
Gulf States, Mr. George Irvin, and Mr. Harold Beaugh. At that
meeting Abbeville stated its needs. As summarized in my
January 25, 1983 letter to Mr. Irvin, Abbeville's requests
included:

1. The city wished to take service on rate
WST and proceed with necessary plans for
interconnection to GSU at the 138 Kv
level.

2. The City requested an initial ccntract
length of two (2) years with the right of
cancellation upon cne (1) year notice.

3. The City requested transmission rights to
obtain power from third parties, as
currently provided for municipal systems
under Gulf States transmission rate
LST-GSU.

4. The City stated it might elect to
purchase all or a portion of its needs
from third parties in the future.

In my January 25 letter, I offered to meet with Gﬁlf States
at the Company's headquarters in Beaumont, Texas, if Abbeville's
requests required the consideration of higher officials.

As Abpbeville's advisor, I felt that Abbeville required an
interconnection agreement with Gulf States and related
transmission rights in order to assure its ability to pursue and

take advantage of economic power supply alternatives from



suppliers other than Gulf States, and to coordinate generation or
generation rights it might acquire. I believed that a reduction
in the (l0-year) term provision proposed by Gulf States was
critical because, in the absence of a shorter term, Abbeville
would not be able to reasonably: avail itself of economic third
party alternatives, even if it had an interconnection agreement
and transmission rights.

On March 1, 1983, a meeting was held in my office in Baton
Rouge attended by Messrs. Malcolm Williams, Gulf States' Manager
for Business Development, Jim Richardson and George Irvin. (The
meeting followed a call the previous day from Mr. Williams, who
said he would be in the area.)

At the meeting, I again stated that Abbeville required an
interconnection agreement and transmission rights, and could not

abide by a l0-year contract term which had no provision for

cancellation. Gulf States indicated its willingness to agree to

the first two points, but stated that it could not agree to a
term of less than 10 years because it would have to offer such a
term to other municipal wholesale and industrial customers.

By letter of March 1 to me, Mr. Williams confirmed that Gulf
States would provide an interconnection agreement and
transmission services if Abbeville elected to purchase its
electric energy requirements from a third party. The letter
stated, in part:

If Abbeville elects to purchase its electric
energy requirements from a third party, GSU

would agree to enter into a power
interconnection agreement with Abbeville and




By letter of March 15 to me, Gulf States, through Mr.
Williams, reaffirmed its commitment to provide an interconnection

agreement and transmission, and summarized the alternatives to

this:

would provide transmission service to the
entities which have agreements with GSU. This
agreement will provide, among other things,
for transmission service under similar terms
and conditions as agreements GSU has wit

other entities. '

Under such agreement, it will be the
responsibility of Abbeville to provide all
facilities necessary to implement the
agreement and to receive the transmission
service. Once the agreement is in effect, GSU
will be under no obligation to furnish energy
from Gulf States' resources to Abbeville. It
will be the responsibility of Abbeville to
make arrangement for the purchase of energy
from entities with which GSU has an
interconnection agreement and to provide the
reserve for such purchases.

(1) GSU would make available to Abbeville
electric service under our Rate Schedule
WST for a period of ten (10) years. This
ten year period will begin on completion
of a 138 KV substation designed to take
the WST service. GSU will extend the 138
KV transmission line approximately 2.5
miles to the substation site at no cost
to the City. Abbeville would have the
option of constructing, owning and
maintaining the substation, or have GSU
construct, own and maintain the
substation under a monthly facilities
charge. Under the ten (10) year
agreement as stated above, GSU would also
make additional concessions to the City
which would include (1) an option to pay
a monthly facilities charge on our
existing substation and make rate WST
available immediately and (2) include a
rider in the contract which would permit
the City to purchase generation from
those installations located within the
city limits and certified as a Qualified
Facility by the Federal Energy Regulatory
Authority.




(2) GSU would make Rate Schedule WST
available to Abbeville under the present
agreement if the City elects to install
the 138 KV substation and pay GSU for the
installation of the necessary 138 KV
transmission line and related equipment.

(3) GSU will consider an agreement to
engineer and/or construct this substation
for the City on a fee basis under
proposals (1) and (2) shown above.

(4) GSU will provide the City with a thirty
(30) year interconnection agreement as
outlined in our letter of March 1, 1983,

(5) GSU will continue to serve Abbeville
under the present contract and rate WSD.

The letter stated that Gulf States' offer was available until
June 1, 1983, and assured that Gulf States "will work with the
City on any of these alternatives."

On April 8, 1983 a meeting was held in Abbeville atfended by
myself, the Mayor, Mr. Irvin, and Mr. Harold Beaugh. At this
neeting, Abbeville again protested the ten-year term proposed by
Gulf States for a new contract, and stated that, in any case, the
term should begin on January 1, 1983 and not upon the completion
of the 138 Kv substation, as proposed by Gulf States., Mr. Irvin
stated that Gulf States was agreeable to the change. I asked
Mr. Irvin whether he had the authority to make this commitment
for Gulf States, and he said that he did.

By letter of April 11, 1983 from Mr. Irvin to Mayor Campisi,
Gulf States confirmed that the l0-year period would begin from
January 1, 1983, In addition, Gulf States stated that thé WST

rate was to be available as of January 1, 1983 -- that is,



Abbeville would not have to awc!“ the completion of the higher
voltage facilities in order to get the benefits >f the lower WST
rate.

Following the meeting of April 8, the Mayor and I discussed
our concerns about Gulf States' insistence on a 1l0-year initial
contract term. We were concerned because we wished Abbeville to
have reasonable opportunity to plan for and choose economic
supply sources as they become available. For example, Abbeville
was interested in joining the Louisiana Energy & Power Authority
(LEPA) a municipal power authority recently created to plan and
coordinate economic power supply for municipal systems. In
addition, we were concerned because we believed that Gulf States'
rates were subject to significant increase and uncertainty
related, among other things, to the c&ming intc service of the
River Bend nuclear unit.

In light of these concerns, we telephoned Mr. T.J. Labbe,
Director of the Utilities Department of the City of Lafayette.
Lafayette is electrically interconnected with Gulf States, and
Abbeville understood that it might have the ability to supply
Abbeville with its power needs, if transmission were available
over the Gulf States transmission system. A meeting was
scheduled with Lafayette to discuss the potential supply of power
by Lafayette to Abbeville.

In anticipation of the meeting, I performed estimates of the

yrelative costs of power from Lafayette and Gulf States.
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In view of my analysis and fhe discussions with Lafayette, it
became clear that it was in Abbeville's best interests to enter
into agreement with Lafayette for the supply of its power
requirements.

On April 28, Abbeville and Lafayette reached an agreement
under which Lafayette would provide Abbeville its energy and
power requirements. The agreement provided for service -o start
on June 1, 1983 with an initial term through April 1989,

In entering into agreement with Lafayette, Abpeville assumed
that Gulf States would honor its repeated written commitments of
March 1 and March 15 to provide Abbeville an interconnection
agreement and transmission through the Gulf States system.

On May 5, 1983, Abbeville met with Gulf States in Lafayette.
The meeting was attended by myself, Mayor Campisi, City Attorney
Durwood Conque and Mr. Ed LeBlanc for Abbeville, and Messrs. Jim
Richardson, Harold Beaugh and George Irvin for Gulf States.

At the meeting, Abbeville told Gulf States of its agreement
with Lafayette and its need for the interconnection and
transmission previously promised by Gulf States.

Mr. Irvin told us that Gulf States did not like the idea of
Abbeville's turning to Lafayette, aud did not want to wheel power
for Abbovill;. He said, however, that Company attorneys had
advised him that Gulf States would be required by state law to
wheel power under Gulf States' interconnection agreement with
LEPA, if Abbeville joined LEPA. He made clear that if the law

did not require it, Gulf States would not transmit,



Several days later, I received a call from Mayor Campisi. He
told me that Gulf States wanted to have lunch with him in Baton
Rouge-on May 18, and that they had made it clear that neither I
nor City Attorney Congue were invited. The Major did have lunch
with the Company as scheduled.  Mr. Conque and I met with the
Mayor before and after the luncheon meeting.

After the meeting the Mayor reported that Mr. Summa Stelly, a
Gulf States Vice President, had made clear that Gulf States would
not transmit power from Lafayette to Abbeville; that he would not
allow it; that it was as simple as that. The Mayor reported that
Mr. Stelly said that the transmission and interconnection
commitments made by Gulf States officials in prior letters and
talks with Abbeville were made by officials who did not have the
authority to make such commitments.

Gulf States' refusal to provide the interconnection agreement
and transmission to which it had previously committed itself
placed Abbeville in a terrible dilemma. If it did not have
transmission for power from Lafayette and did not sign a new
contract with Gulf States, it would be required to continue to
pay Gulf States the high WSD rates, while it took legal action to
have Gulf States honor its commitments. Abbeville would likely
face costly and drawn-out litigation to vindicate its rights,
while paying a high rate for service from Gulf States. Given its
resources and the circumstances, we agreed that Abbeville could

not afford the risk of undertaking this course, even though we
/



believed the contract with Lafayette was in Abbeville's best
interest. It was agreecd that he Mayor had no practical recourse
but to seek the best terms fro Gulf States.

As Abbeville's consulting engineer, it remains my view that
it is critical that “.bbeville h;ve assured access to power supply
alternatives to Gulf States. In my judgment, the contract with
Lafayette was preferable to the contract Abbeville was forced to
enter into with Gulf States. It further appears that in the next
few years the price of electricity from Gulf States will continue
to increase in relation to the price at which it would be

available from other sources, su as La gyet
/ /

Harol®JBeard

Subscribed and sworn to

before me this sts ( day

—~ ),

(2Pl C Ao i
[ / “al e AP

-

¢/ Nétary Public

My Commission is for life
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REARD ENGINEERING INC.
Consulting Engineers

¥ O BOX 3536

Attachment S

BATON ROUGE. LA 70521.353s

January 25, 1983
8301

Offices

11328 PENNYWOOD AVE.
BATON ROUGE, LA 70809-4138
PHONE (504) 292.5344

Mr. George Irvin

General Superintendent
Gul® States Utilities Co.
P.0. Box 3267

Lafayette, LA 70502

Dear George:

In response to your phone request of this date, we are
issuing this 'etter as an outline of our request to Gulf
States Utilities in our meeting in Abbeville, La., this
past Monday, January 24, 1983.

I.

The city interest in rate WST and its desire to
proceed with necessary plans for interconnection
to GSU at the 138KV level. ’

Ouring this interim period until a new station
can be financed and built, we wish to rent your
existing substation so as to achieve WST Rate.
Rental rate is to be at a value of 13 per month
of estimated construction value of $2,000,000
($20,000/month) .

Acknowledged that interim rate at $8.346/XW and
2.60¢/KWH will be adjusted from July 1, 1982 te
date of filing acceptance by FERC. The submitted
rate at this time is WST @ $7.748 and 2.6¢/KWH.

Contract length being two (2) years with right
of cancellation of one (1) year notice. Contract
dutomatically extends on year to year basis.

Transmission rights to achieve power from third
parties as per LST-GSU rate.

Third party paralle! operation on Co-generation
facilities of industrial clients.
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Letter to Mr., Irvin
January 25, 1983

7. Abbeville might elect to purchase all or a portion
of load from third parties in the future.

We wish to emphasize that it is the intent of the city
of Abbeville to achieve a working relationship with Gulf
States Utilities and do whatever is possible to secure
economical rates for its customers. As acknowledged in
this meeting, | have met with representatives from others
regarding possible energy sources so as to have an sconomical
source of power should GSU rate not be economical t= our
customers.

It would be beneficial to both GSU and Abbeville if
items | and 2 outlined above could be resolved as soon as
cossible. As a suggestion, we would meet back in Abbeville
in approximately 2 weeks to discuse GSU's position on these
points.

We can certainly appreciate that this letter involves
numerous departments and individuals within GSU and if you
deem this meeting should be in Beaumont, so as to expidite
acceptable results, this would be agreeable to our office.

By copy of this letter to other participants in the
meeting, we are requesting that any items omitted or requiring
modifications be directed directly to Mr. lrvin with'a
copy to this office.

Very truly yours,

BEARD ENGI nssn/m
VB). Beard

President

INC,

HJ8:tem

cc: Monorable Larry J. Campisi and Counci)
Mr. Jim Elliott, & Mr. Dane Escott, EC! Engineers
Mr. Durwood Conque
Mr. Ellis R. Bordelon, City Auditor
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GULF STATES UTILITIES COMPANY
EGE” B, DOT 2081 . BEaywvwonurT TEnaSs 77%0a
ARLL CCODEL T:3 838 S8 3 Sun

March 1, 1983

Mr. Harold Beard

President ‘

Beard Engineering, Inc.
Consulting Engineers

P. 0. Box 3838

Baton Rouge, Louisiana 70821

Dear Mr. Beard:

Thank you for your letter of January 25, 1983, to Mr. George Irvin
concerning the City of Abbeville eiectric service.

It is our understanding that Abbeville is considering the construc-
tion of a new 138KV substation and receiving service at 138KV under
our Rate Schedule WST. GSU {s agreeable to provide this service;
however, the nearest 138KV transmission line is approximately 2.5
miles away. Under the short-term agreement you proposed, Abbeville
would be required to locate the substation adjacent to this line or
reimburse GSU for the cost of extending the line to the new substation
site. The existing GSU substation is not available for lease.

[f Abbeville elects to purchase its electric energy requirements from
a third party, GSU would agree to enter into a power interconnection
agreement with Abbeville and would provide transmission service to
the entities which have agreements with GSU. This agreement will
provide, among other thirngs, for transmission service under similar
terms and conditions as agreements GSU has with other entities.

Under such agreement, it will be the responsibility of Abbeville to
provide all facilities necessary to implement the agreement and to
receive the transmission service. Once the agreement is in effect,
GSU will be under no obligation to furnish energy from Gulf States'
resources to Abbeville. It will be the responsibility of Abbeville



Mr. Harold Beard
Page Two March 1, 1983

to make arrangement for the purchase of energy from entities with which
GSU has an interconnection agreement and to provide the reserve for such
purchases.

Please let us know should you have additional questions concerning the
matter.

Sincerely,

Sl b eodanf Ll o

Malcolm Williams
Manager-Business Development

MMW: bls

c¢c: Mr. George Irvin
Mr. James Richardson
Honorable Larry J Campisi and Council
Mr. Jim ETliott & Mr. Dane Escott, ECI Engineers

Mr. Durwood Conque
Mr. E11is R. Bordelon, City Auditor
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GULF STATES UTILITIES COMPANY

PLST AEr.CL BLr 23908 s BRAayYywen"- YERAS 777006

ABRELCCCE 7:3 e28 cod:

March 15, 1983

]

Beard Engineering Company
Consulting Engineering

P. 0. Box 3838 '

Baton Rouge, Louisiana 70821

“ttention: Harold J. Beard

Dear Mr. Beard:

Thank you for your letter of March 1, 1983 concerning our discussion
on the City of Abbeville electric system. GSU has provided Abbeville with
electric service for a number of years and feel that we can offer the City
the most reliable power supply for its future growth and development.

As discussed in our recent meeting in Baton Rouge, there are several
alternatives on how this service can be supplied. It is our iatent to
provide Abbeville with a contract and rate option that will accrue the
most benefit to the City and its rate payers, while protecting the GSU
investment. In this regard, GSU will offer to provide electric service to
the City of Abbeville under one (1) of the following arrangements.

(1) GSU would make available to Abbeville electric service under
our Rate Schedule WST for a period of ten (10) years. This
ten year period will begin on completion of a 138 KV substation
designed to take the WST service. GSU will extend the 138 KY
transmission line approximately 2.5 miles to the substation site
at no cost to the City. Abbeville would have the option of
constructing, owning and maintaining the substation, or have
GSU construct, own and maintain the substation under a monthly
facilities charge. Under the ten (10) year agreement as stated
above, GSU would also make additional concessions to the City
which would include (1) an option to pay a monthly facilities
charge on our existing substation and make rate WST available
immediately and (2) include a rider in the contract which would
permit the City to purchase generation from those installations
located within the city limits and certified as a Qualified
Facility by the Federal Energy Regulatory Authority.




Beard Engineerir ‘ompany -2~ Marct S, 1983

(2) GSU would make Rate Schedule WST available to Abbeville under
. the present agreement if the City elects to install the 138 kv
substation and pay GSU for the installation of the necessary
138 KV transmission line and related equipment.

(3) GSU will consider an agreement to engineer and/or construct
this substation for the City on a fee basis under proposals
(1) and (2) shown above.

(4) GSU will provide the City with a thirty (30) year interconnection
agreement as outlined in our letter of March 1, 1983.

(5) GSU will continue to serve Abbeville under the present contract
and rate WSD.

" The GSU commitment to these new contract proposals is for a peried of
sixty (60) days, not later than June 1, 1983,

We have a sincere interest in continuing to provide the City of Abbeville

electric service and will work with the City on any of these altermatives.

We do think, however, that the City's Tong term interest will be best served

with the ten year contract option. Abbeville can insure a firm source of

power for new industrial and commercial growth. (GSU mai a professional

. | industrial dev nt department that will work with the City to sromote This
T A { EEE Eﬁii?tss and EE%?TT"’ESU s long term commitments for coal and nuclear
-imebiom power which w eep Abbeville competitive in securing this new business while
offering the City rate payers fair residential rates.

We would welcome the opportunity to discuss these proposals with you,
Mayor Campisi and the City Council. Please give me a call if you have any
questions concerning this matter.

Sincerely,

Malcolm M. Williams
Manager Business Development

MMW/kf
c€c: Mr. George Irvin - GSU
Mr. James Richardson - GSU

Hon. Larry J. Campisi & Council
Mr. E11is R. Bordelon, City Auditor
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- ~=OFFICE OF THE MAYOR

DUD LASTRAPES, MAYCR
PHONE. (318) 261-83G0

705 W. UNIVERSITY AVENUE
P.O. BOX «017-C

LAFAYETTE. LOUISIANA 70502

April 28, 1983

Honorable Larry J. Campist, Mayor
Cicy of Abbeville

304 Charity Street

Abbeville, LA 70510-5194

Re: Agreement by the City of Lafayecte to Sell
Electrical Power and Energy to the Cicy of Abbeville

Dear Mayor Campisi:

This lectter is to confirm our dgreement ro submit to our respective Cicy

Councils a Wholesale Power Agreement which contains the following basic
provisions.

I. RATE

Total charges shall consist of the sum of A, B, C, and D
below.

A. CAPACITY CHARGE -~ The initial Capacity Rate through
April 3Q, 1985 shall be established ac $3.50 Per
Kilowatt of Monthly Billing Demand. The Demand Race
for che period May 1, 1985 through April 30ch, 1987, shall
be $4.30 per Kilowact of Monchly Billing Demand and
shall be increased on May lst of each year theraafter
during the contract period by $.350 per Kileowact of
Monchly Billing Demand; but the Cicy of Lafayetce shall
not be obligated to sell power at a Demand Race during
any year which is less than 1/12th of the sum of the Cicy
of Lafayette's Utilicies and Lafayette Public Power
Authority's total annual cosc, including construction
work in progress, less discribuction, operation and
maintenance expenses and less fuel expenses, per kilowatt
of firm load responsibilicy.
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: Honorable Larry J. Campisi

April 28, 1983

During cthe initial period of this Agreement, through April 30,
1989, Monthly 3illing Demand is the non-coincidental summation
of the maximum 15 Minute integrated demand or load of
Abbeville, occurring during the month for each delivery

point all cimes a factor of 1.18 (to account for reserves)
but not less than 75% of the maximum billing demand which

was established during a previous month of May, June,

July, August, or Septembar. During any extended periods
beyond April 30, 1990, the Monthly Billing Demand shall

be determined 'in the same manner as previously described

for the initial period buc at a lesser percentage thereof

as is mutually agreed, prior to the extended period, only

by the City of Lafayette and the Cicy of Abbeville.

ENERCY CHARGE - The monthly energy cost per kWh shall be based
on the weighted average fuel cost per kWh generated during

the service month which {s the sum of No. 1, 2, and No. 3
below:

1. A X (D . G] - $ kiWh
2. B X (e .+  R] . $ kiWwh
3. C X [F - l] = ‘ kwh

TOTAL ENERGY COST PER kWH $ kWh

Where A = Net kWh Generated with Gas and 01l Fuel
Nec kWh Generated with all Fuels + Net kWb purchased;

Wher'e B = Net kWh Generated with Coal Fuel -
Net kWh Generated with all Fuels + Net kWh purchased;

Where C = Net kWh purchased
Net kWh Generated with all Fuels + Net kWh purchased;

Where D = Total Fuel Cost of Gas and 01{l
Net kWh Cenerated with Gas and OLl Fuel H

Where E = Total Fuel Cost of Coal
Nec kWh Cenerated with Coal;



Honorable Larry J. Campisi

+ Page =3l

April 28, 1983

c.

Where F = Toctal Cost »f Purclased Power and Ener
“J
Net kWh Purchased

i

Vhere C = ;.0035 per Kilowact Hour for the initial period
through April 30, 1985 and shall be increased by
$.0005 per Kilowatt Hour on April 30th of each
year not to exceed $.0075 per Kilowatct Hour.

Where H = $.0075 per Kilowact Hour.

Net kWh generated per above is net at the Cicy of Lafayette,
that i{s, taking into accoume 4% losses on Cencral Lovisiana
Electric Company Transmission S stem for delivery of coal
energy from the Rodemacher Plant in Boyce, Louisiana.

Where Fuel Cost Gas and Oil = All costs for natural 825 and
fuel oil consumed in tha electric generacing facilicies of
the City of Lafayette and the Lafayecte Public Power
Authority (LPPA); and,

Where Fuel Cost Coal = All costcs associated with the purchase
of coal at the source, (mine site), plus rail cariff, plus
railroad car operation, and maintenance costs associacted with
unloading, plus interest on cost of stockpile.

Where Cost of Purchased Power and Ene = Total paynencs by
the Cicy of Lafayette (other than che Lafayette Public Power

Authority) for purchased power and energy.

TRANSMISSION SERVICE, LOSSES AND OTHER CHARGES - Abbeville
shall be responsible for making arrangemencs and paying sll
costs associated with transmission service, or (f mutually
agreed, reimbursing the City of Lafayecte for same.
Overgeneracion by the City of Lafayecte tc supply losses
will be billed at the same rate as Capacity and energy.

FACILiTIES USE CHARGE - Facilities owned and installed by
the Cicy of Lafayecte for the purpose of providing service
to cthe Cicy of Aboeville loads shall be sub ject to a
facilicies use charge of 1.5% per month of the original
inscalled cosct of said facilicies.

T — ———————— .. — - — — ——— . - -—



Honorable Larry J. Campisi
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April

28,

1983

TERM

The inicial term of this Agreement shall be through April 30,
1989 and shall extend thereafter for periods of one year which
may be terminated by esicher party giving a one year notice to
the other. Provided however that neither Party may terminate
this Agreement withoute mutual consent prior to April 30, 1989.
It is understood, recognized, and agreed that all terms,
conditions, rates and provisions of cthis Agreement are applicable
beyond the inicial period to loads of Abbeville whicu are less
than 100 percent of their elecctrical requirements, wich
consideracion given to any minor co-generation facilicies thae
Abbeville may be obligated to receive power from. It is also
understood that che parties will annually review and coordinate
their power supply requiremencs.

EFFECTIVE DATE

The inicial dace of fervice shall be June 1, 1983 or 2 lacer
date when all necessary transmission services and celemecaring

drrangements have been secured. Provided further that (f such
transmission service i{s not available by January 1, 1984, the
parties are relieved of all their obligations hereunder.

METERING

Each party shall provide, operate and maintain all communication
telemetering and interchange facilicies on ics respective system.




[f che above accurately sets forth our agrecement, please indicate such by
signing in the space provided below and return a COpYy CO me.

Very truly yours,

DUD LASTRAPES, MAYCOR
CITY OF LAFAYETT

M
¢ .
CITY OF Asasvzyt’




ORDINANCE NO._ 4 se29

AN ORDINANCE AUTHORIZING A WHOLESALE POWER AGREEMENT
BETWEEN THE CITY OF ABBEVILLE, L 'ISIANA, AND THE
CITY OF LAFAYETTE, LOUISIANA

8E IT ORDAINED by the City Council of the City of Lafayatte:

SECTION 1: That the City of Lafayette Department of Utilities
Is authorized and directed by the Mayor to enter into agreement with

the City of Abbeville, Louisiana, for the sale of wholesale power .

SECTION 2: A copy of said agreement stipulating contract terms

is attached hereto and made a part herecf by reference.

SECTION 3: A1l ordinances or resolutions or parts thereof

in conflict herawith are hereby repealed.

SECTION 4: This Ordinance shall become effective immediately
upon adoption and approval by the Mayor, or as provided in the City Charter,

whichever 1s sooner.
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* CITYOF »

MINOS L HARDY
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DURWOOL
» 2 N

CUUNCIL S
SHELTON

> W. CONQUEF - ? I N C 6 1859

MAY 27, 1983

The Honorable .
Dud Lastrapes, Mayor

City of Lafayette

705 W. University Avenue
Lafayette, LA. 70502

Dear Mayor Lastrapes:

Although I have signed a letter agreement to purchase
power from Lafayette and we currently have before our respective
councils a formal Wholesale Power Agreement, the City of Abbeville
has decided that it had no choice but to execute with Gulf States
Utilities Company a new contract (see enclosure), and therefore
we will not at this time request our city council's approval of
the agreement,

Although the cost of wholesale power purchased from
Lafayette would have been in the best interests of the City of
Abbeville, in the discussions between Mr. Summa Stelly and Mr.
Ted Meinscher on Wednesday and Thursday (May 18 and May 19),
Mr. Stelly said Gulf States Utilities Company would not transmit
power from Lafayette to Abbeville. Although interconnection
agreements exist between Gulf States Utilities Company and the
City of Lafayette, and between Gulf States Utilities Company and
Louisiana Energy and Power Authority (LEPA), Gulf States Utilities
Company would not acknowledge to transmit energy to Abbeville
despite previously signed letters on March lst and 1S5th to this
effect during our long drawn out negotiations with Gulf States
Utilities Company. Thus, it appears that such transmissionm
servicer cannot be obtained without long drawn out litigaciom.

At the same time, Gulf States Utilities Company has
offered Abbeville a contract under which, effective as of
January 1, 1983, Gulf States Utilities Company would sell whole-
sale power under its rate schedule WST (transmission voltage) as
a substitute for the charges it has been paying under rate WSD

" PICARD

Cimmdnrsr = Loy
O'NEIL "PARKER"” HEBERT

ham: A

HAROLD LEMAIRE

Poaricr 1t City of Abbeuville
g:?sgn.l. J. FREDERICK 304 Charicy Screet




Mayor Lastrapes
May 27, 1983

PAGE 2

(distribution voltage), and it will reat to Abbeville the company's
existing substation facilities until Abbeville is able to complete
construction of a new modern transmission station.

This will save Abbeville, net after paying rent,
approximately $330,000.00 per year as compared to purchasing
services under rate schedule WSD, The refund for the period
January 1 to April 30, 1983, alone, will amount to some $120,000.00.

The current contract provisicns become automatically
extended for one year as of May 21, 1983, and Abbeville would have
been forced to pay the higher WSD rate until such time as we could
obtain transmission service between Lafayette and Abbeville.

This could obviously take well over a year in view of Gulf States
Utilities Company firm refusal to transmit such power and lengthy
proceedings may be required. This could result in an interim
loss to Abbevillie sufficiently large such that; as a practical
matter, Abbeville is forced to accept the best terms it could
obtain from Gulf States Utilities Company prior to May 21.

We have tried to reduce the term of the agreemeut to
the shortest possible period. Origiaally, Gulf States Utilities
Company sought a 30 year term, then it reduced its demand to a
10 year term so as to be consistent with the 10 year term it
obtained from the City of Kaplan and others, and finally has
obtained a reduction to 4 years. It is Abbeville's desire to
negotiate future purchase of power from Lafayette and the City of
Abbeville will cooperate with Lafayette to obtain this result as
soon as possible, but, ot course, Abbeville's use must be
consistent with its binding contractual relations with Gulf States
Utilities Company and the best interests of the City of Abbeville.

Respectfully,

LJC/bte

Enclosure
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THE CITY OF ST. MARTINVILLE

121 NEW MARKET STREET - ST. MARTINVILLE — LOUISIANA — 70582

Attachment 10

EARL H. WILLIS COUNCILMEN
MAYOR ZERBEN J. CHAMPAGNE
(Mayor Pro-Tem)
EOPOLD J. GARY " MURPHY L SIMON
SECRETARY : : Kk{w& J#g%a
April 5, 1983 HAROLD J. PICKNEY

Mr. Louie Ervin,

Associate Director of Utilites/Power Developmenz & Sales
City of Lafayette

P.0. Box 4017-C

Lafayette, La. 70502

Dear Sir;

This is to advise chat the City of St. Martinville is interested in
purchasing electricity from excess pover the City of Lafayette

now has for a period of 2 to 5 years. We would 1ike{'t0 discuss this s
matter with the City of Lafayecte and Gulf States Utilities (for

use of their transmission lines) and then give us a proposal for

consideration.
Sincerely, ’ LR
564.4/ ol | N
,IM L
Earl H. Willis

Hi?or
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3 ) Depariment of UTILITIES

Diascron oF UTILITIES

OONE (3181 251-37%2 S
TO3 W UNIVERSITY AVENUS -
P.Q 80x 178

LAFAYETTE. LOVISIANA 70302

April 6, 1983

g Mr. Al Naylor
Gulf States Utilities Company
P. 0. Box 2951
Beaumont, Texas 77704

Dear Mr. Naylor:

This letter is to follow Up on my phone request made yesterday - through
Mr. Jim Delahoussaye.

Officials for the City of St. Martinville, Louisiana, have indicated
their desire to pursue a purchase power agreement with the City of
Lafayette. They have asked that we request a letter of confirmation

from Gulf States Utilities that the required transmission service

will be mad2 available pursuant to the GSU/Lafayette Power Intarconnection
Agreement and Service Schedule LTS.

The required transmission service would be for St. Martinville's full

Toad and would commence simultaneous with a time St. Martinville would
agree to terminate purchasing power and energy from Gulf States Utilities.
We understand that Gulf States Utilities has .~quested that St. Martinville
respond within the next few weeks as. to their intention for continuing to
purchase from GSU but a2 response to this request is first necessary to
enable them to respond to GSU. Frem our understanding, transmission
service through the GSU/Lafayette Interconnection Agreemsnt may be

required as early as this Summer and would continue for a period of

two to five years.

If there is any additional information needed, please do not hesitate to
call.



Mr. Al Naylor . 2 April 6, 1983
Gulf States Utilities

I am looking forward to hear1n§ from you at your very earliest
convenience.

.

Very truly yours,
CITY OF LAFAYETTE, LOUISIANA

1rector of Utilities
Power Development & Sales

LRE: jb

cc: Mayor Earl H. Willis
St. Martinville, La.

Mr. George Spiegel
Spiegel & McDiarmid
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April 19, 1983

¥Mr. Louie R. Ervin

Associate Director of Utilities
Power Development £ Sales

City of Lafayette

P O Box 4017-C

Lafayette, La 70502

Dear Mr. Ervin:

T

Th2 transmission Service schedule "LTS" is for the
purpose cof "coordinating generation”. It is unclear to us
e would consider the full requirements load of
lle as coordination of guneration.

Also, the agreement reguires that Gulf States bhave
an interconnection agreement with St. dartinville and Provides
for a request for transmission service by October lst of the
pPreceding year.

If you have any further questions concerning this matte-~,
I would be glad to discuss them with you.

Yours truly,

(e y/
Affé?ziééléﬁiifiééz;—-———

Power Interconnections




———lCDartment of UTILITIES

“owecTor or uruEs
PHONE  (318)
08 W. UNIVERSITY AVENUE
P Q 80X w17-C
LASAYETTE LOUISIANA 70502

May 5, 1983

Honorable Earl Willis, Mayor
Clcy of St. Martinvilla

121 New Markat Street

St. Martinville, LA 70582

Dear Mayor Willis:

Enclosed for your comsideraticm is a proposed Wholesale Power Agreement
batween St. Martinville and Laf In recogniticn of St. Martinvilla's
coucern about power supply beycnd the 2 to S year periocd previcualy discussed,
Lafayetcte's proposed contract is for an initial period through April 30,

1989 with provisions for amnual extensions as mutually agreeabla. Lafayerte
would also be recaptive to the possibility of including St. Martinville's
Fequirezencs in Lafayette's next decisiom to add generation. Further, if

SC. Martinville decides to join LEPA, we would try to coordinare backing
i

off our power supply at the emd of this contract such thar Stc. Martinville
could begin recaiving LEPA power,

I have written Gulf States Utilities (GSU) in regard to transmission service
under terms of the Lafayerta/GSU Intarcomnection Agreement. .
did not say "yes" or "no" but {ndicarad a lack of desire by GSU to tramsmis
Depending on the cutcome of a meating on
will vigorously
1) direct transmission
under an Interconnecticn Agreement between St. Martinville and GSU; 2) tche
Lafayetta/GSU Intercomnection Agreement; 3) the LEPA/GSU Interconnection

agTesment; or 4) comstruction of a transmission lne from Lafaystte to
St. Martinvilla.

We are prepared to submit this proposed Agreement to cur Council for approval,

subje~t only to obtaining the necessary transmission, and would ask thar you
review and considar doing the same.

Respsctiully submittad,

h’?fwafévw

Louie R. Ervin

Associace Direrzor
Departzent of Utilicies
Pover Develcpment & Sales

[R=:che

300 wuifes de juugals et on a juate commencd
"An Bquel Qpperrunity Alfirmarive Action Empieyer”

A T
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——tfartment of UTILITIES

QIRECTOR OF UTIUTIES
PHONE: (318) 291-3782

78S W. UNIVERSITY AVENUE '
P Q. 80x @17C -
P

LAFAYETTE LOUISIANA 70802

March 29, 1982

Mr. Al Naylor

Gulf Statas Utilities Ccmpany
P. 0. Box 2951

deaumont, Texas 77704

Cear Al:

We are negotiating with MEAM (Municipal Energy Agency of
ifssissippi) for the sala of capacity and energy for

~ dpproximataly a five month period beginning Oct. 1, 1282;
estimatad capacity will be 50 MW to 75 M. -

[ would aporeciata 2 confirmation frem you that the

Guls Statas Systam is 2pla =3 caliver this :zcwer %0 the

Mississizpi Pawer and Light Systam for further celivery
0 the MESM Systam.
Very truly yours,

CITY QF LAFAYETTE, LOUISIANA

8y '//,—‘_% g %L///’C- ,

. J. Laboe’
Oirector of Utilitias

TL:jb
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Attachment 15

CGulf Staces Uciliztes Company
2. Q. B3ex 2951
3ear=cnz, Tazas 77704

Dea>= Al:

Tou wrote ©o =a cm April 15, 1982, comcermiag a propesed Is
ssment Jactwaen Gulf Stcacus '::.‘..'.‘_:ia.s Cecapany (GSU) and Mississi
(A2SL) and izdicarciag chac sc=e arTacgements acd/or
and GSU were ctecessary 2o accommodata t—ansmissicn ser
zcm tha Cicy of Lafavecte to che' “‘:‘.gs of Greenwced aznd
12 Inis commecticn you requestad thar MPLD acsept the Ser-ric
wRIish 7ou sent o us. As iz the past ‘.: semai=s ous Selief thas
aTe 2ot z2eeced co afface chis ""z.::.s-" mission service.

dowerer, MPSL is "‘..‘__3 t3 do what is zecessar7 2 ace da e
tTamsmissicn servize Itom Lafayesta o3 Graeswoed and G2 -"cc‘.a...e, sequested fcr
e Fall of 1982. This {acludes encering inzo an Agreement wish GSU similas
T3 the Lacter igTeemanc Decwaen MPSL and GSU, dacad Decsmber 15, 1980; encari=g
=22 an Intercommecticn Agreerent wish GSU withous Service Schedules, alcng tha
izes of the cue we discussed iz 1580; or delivering the requested Pcwer o
Greemwocd amd Clariksdale wizious a comcracsual aTTangement berveen MPSL and
GSU. We fael that all of zhesa alcarmacives will allow GST oo agzee to provida
e Tansmissicn sarvice to Lafayects nezessary oo acsommodats: the ?Tovcsad
S=acsac=ion. -

IZ you hzve am7 questions, plaase lat =2 ‘cow

Sizcerely,

7 A Bellaa

-

T. A. Dallas
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April 6, 1982

Mr. T. J. Labbe .
Director of Utilities

City of Lafayette

P QO Box 7017-C

Lafayette, LA 70502

Dear TJ:

In answer tc your letter dated March 29, 1982
requesting transmission service to Mississippi Power
and Light, GSU is not able to accommodacte this re-
quest uncer the terms and conditicns of the GSU-
Lafayette Interconnection Agreement. The agreement
for transmission service stipulates that GSU must
have an Interconnecticn Agreement wiszh the enticy
Who is to receive the power from Gulf States.

Mississippi Power and Light has not seen Ffis ,
to accommodate GSU's request for an Interconnection
Agreement and the applicable service schedules.

Gulf States Utilities does have Interconnection.
Agreements with LPEL, CLECO, and SWEPCO and will pro-
vide transmission service from the City of Lafayette
to these entities if you so desire. I suggest that
you contact these entities in order to arrange for a
transmission path to MEAM.

We will be glad to cocperate with you ia any way

We can tTo accommodate the City of Lafayette in order
that you may sell power to other entitiss. ‘

Yours truly,
427'57"‘/f/é;£?¢2§;-—”

A. E. NaylgT-Manager
Pewer Interconnections
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QIRECTOR OF UTILITIES A
PHONE (318, 261-8782 =
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N
LAFAYETTE LQUISIANA 70502 po

April 27. 1983

Mr. Al Naylor

Gulf States Utilities Company
P. 0. Box 2951

Beaumont, Texas 77704

Dear Al:

SUBJECT: Transmission Service to the
City of Plaquemine, La.

This letter is to confirm the City of Lafayette's telephone request made
yesterday to Gulf States Utilities Company (GSU), through Mr. Virgil Shaw,
with respect to transmission service between the Cities of Plaquemine and
Lafayette. Tuesday evening the respective Municipal Governments approved
an Agreement for the sale of surplus power and energy from Lafayette to
Plaquemine. I understand that Piaguemine is sending official request

to GSU for termination of their purchase power agreement and reactivation
of their interconnection agreement to be effective June 1, 1983.

To effectuate the Lafayette/Plaquemine Agreement, the City of Lafayette

hereby requests transmission service fraom GSU under Service Schedule LTS

in the amount of Plaquemine's full load requirements for the period

June 1, 1982 through April 30,7 7986. We also request that GSU waive

the October 1st notice provision and expedite this request such that
transmission service be available by June 1, 1983. For the 1983 Summer

period, ending September-30, 1983, transmission capacity of 23,000 Kilowatts

s requested and for the period October 1, 1983 through April 30, 1984
transmission capacity of 15,000 Kilowatts is requested. Thereafter through
April 30, 1986, quantities will be similar for similar periods but increased

by the amount of Plaquemine's normal load growth,now estimated to be about

5% annually. Plaquemine would like a committment now from GSU to furnish the
necessary transmission service for the entire period of our Agreement, through
April 30, 1986. We request the first 12 months of transmission service be
pursuant to the Lafayette/GSU Interconnection Agreement and the remaining .
term be pursuant to the Plaquemine/GSU [nterconnection Agreement. Although -~
our primary request is for deiivery from Lafayette to Plaquemine we request
transmission be “to or from" each City such that Lafayette could receive

power and energy from Plaquemine.
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April 27, 1983

. Al Naylor 2
1f States Utilities Company

"

fayette anticipates having all necessary telemetering installed by

une 1st to enable us to dispatch Plaguemine's load, however Plaquemine

s prepared, beginning June 1, 1983, to schedule daliveries from Lafayette
vile swinging their own load until such time all necessary metering is
nstalled. Please advise us as socon as possible if GSU has need for
dditional telemetry at the time Lafayette begins swinging Plaquemine's

oad.

would appreciate your very earliest consideration of this request and we
re prepared to meet with you to expedite this matter.

Very truly yours,

CITY OF LAFAYETTE, LOUISIANA

o 7. L4l

~T. J/ Labbe’
Director of Utilities

TJL: b

cc: Mayor Earl Willis, St. Martinville
Mr. Wallace Brand, Brand & Leckie

Mr. Ray Radigan, Surns & McDonnell
Mr. George Spiegel, Spiegel & McDiarmid
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—Department of UTILITIES

DIRECTOR OF UTILITIES
PHONE: (318) 261-8752

705 W. UNIVERSITY AVENUE
P. 0. BOX 4017-C

LAFAYETTE. LOUISIANA 70502

May 19, 1983

Mr. Al Naylor

Manager - Power Interconnections
Gulf States Utilities Company
Post Office Box 295

Beaumont, Texas 77704

Dear Mr. Naylor:

SUBJECT: Transmission Service to the
City of Plaquemine, Louisiana.

On April 27, 1983, I made a request by phone through Mr. Virgil Shaw

that Guif States provide transmission service between the Cities of
Plaquemine and Lafayette under Service Schedule LTS. In accordance

“with Mr. Shaw's suggestion, this request was formally made to you in ol
a letter of April 27, 1983 from our Director of Usilities, Mr. T. J. Labba'..
Your response to Mr. Labbe' dated May 3, 1983 was that your Interconnection
Agreement with Plaquemine was suspended and you had not received any request
from Plagquemine to reactivate the Interconnection Agreement, which I ~
understand the official request for reactivation had been made. Then,

by your letter of May 9, 1983 to Plagquemine's Mayor, Honarable

Stanley R. Hebert, you acknowledge receipt of Plaquemine's officizl

request dated April 29, 1983. In your May 9th letter to Mayor Hebert

you advised that-Gulf States Utilities (GSU) desired certain metering
modifications to return to an "Interconnection" mode of operation. We

were quite surprised to read in your letter to Mayor Hebert “that neither
the Plaquemine nor the Lafayette agreements provide for this type of
service." In an attempt to resolve any and all problems that GSU may

have with providing the transmission service requested, Mr. Wallace Brand,
Attorney for Plaquemine, and I, met with you, Mr. Virgil Shaw and

Mr. Benny Hughes at your Seaumont office on May 16th. During that May 16th
meeting, GSU brought out the following potential problems for discussion.



Mr. Al Naylor May 19, 1983

1. GSU expressed their opinion that the LTS Transmission Service
Schedule does not provide for a situation where the sending party
(Lafayette) generates the reactive power (Vars) and does the
regulation for the receiving party (Plaquemine). Also, GSU
indicated transmission voltage at the receiving end might be a
problem unless the receiving party generates the Vars. Apparently
of greater concern was that GSU may be required to generate the
Vars and the LTS Schedule d9es 'not have a power factor clause
for compensation in the event GSU is required to supply the Vars.
GSU expressed that this is a reason the LTS Schedule is not
applicable and it would be necessary to file additional applicable
rate schedules with the Federal Energy Regulatory Commission (FERC)
which would be applicable. However, GSU said some time was needed
to consider, from a corporate policy position, whether such a FERC
filing would be made and then if a filing was to be made, it could
take several months to finalize./ During this period of time GSU

~—agreed to continug Supplying Plaguemine total electrical requirements
now under contract to be supplied by the City of Lafayette beginning
June 1, 1983.

2. GSU expressed the opinicn that the LTS Rate Schedule was not
applicable to the length of period requested (35 Months) and
that the transmission capacity required must be constant throughout
the year; that is, transmission service during the Winter was ‘not
avaiiable for a lesser capacity than during the Summer period.

GSU expressed the opinion that the Lafayette/GSU Interconnection
Agreement only covered power generated in Lafayette and not from
the Rodemacher Plant (which is near Boyce, Louisiana) of which
Lafayette owns 50% interest.

GSU indicated that before this requested transaction could take
place, a recorder and daughter cards must be purchased from
Leeds and Northrup, which is the equipment necessary to receive
the digital signal telemetered from Plaquemine to GSU's contro!
center in Beaumont. Besides this equipment, the only other
telemetering requirement is a communication link. GSU said
they thought the communication link could be obtained in about
a month but it would be 28 to 36 weeks before the recorder and
daughter card would be in.

I have reviewed the GSU/Lafayette Interconnection Agreement and LTS Service
Schedule and investigated the potential problems brought out by GSU at the
May 16th meeting. The following should satisfactorily resolve all potential
problems.




Mr. Al Naylor

1.

w

May 19, 1933

Lafayette will fully comply with Article IV, Section 4.4 -
Reactive Power contained in the GSU/Lafayette Interconnection

Agreement. Since Plaquemine has Just recently implemented a 3
power factor correction program by instaliing capacitors there
should not be a problem of relying on GSU's system for Vars.
Further, Lafayette will, in accordance with the last sentence

of the same Section 4.4, supply reactive power to the system

for Plaquemine's load and Lafayette is not asking GSU to impair

the voltage on its transmission system. GSU will not be obligated
to supply reactive power and therefore there is no need for an
additional power factor clause in the LTS Schedule to compensate
E5U. I find nothing in the GSU/Lafayette Interconnection Agreement
which could be interpreted to prohibit this type transaction but

in fact, Section 4.4 of the Interconnection Agreement does recognize
this type transaction where the supplying party can generate the
reactive power (Vars) for the receiving party.

It is clear from Section 4.1 of Service Schedule LTS that
transmission service thereunder is for periods of a minimum

of not less than five (5) months, and may be for such longer

period as is mutually agreeable. Lafayette and Plaquemine has
requested transmission service for 35 months and is certainly
within the minimum of five (5) months. As for the contention —
that the level of transmission service~be constant throughout—the
year, if it serves the purpose of meeting the wording technicality,
you may interpret our re .est as a series of independent requests
up to the requested 35 months. The independent requests are then
for the following periods: (1) 6/1/83-10/31/83; (2) 11/1/83-4/30/84;
(3) 5/1/84-9/30/84; (4) 10/1/84-4/30/85; (5) 5/1/85-9/30/85; (6)1958;32—
Section 1.2 - Purpose of the Interconnection Agreement and Section 1-
Purpcse of Service Schedule LTS are very clear that they provide for
the transfer of power and energy to and from the systems of Lafayette
and other entities. Despite the location of Lafayette's Rodemacher
Generating Plant, that energy is delivered to the System of Lafayette
under the terms of an interconnection agreement with Central Louisiana
Electric Company. Lafayette is nct requesting that GSU deliver any

of this energy from the Rodemacher Plant to Lafayette's system

but only from Lafayette's system.

Based on discussions with representatives of Plaquemine, I had
understood that GSU was contractually committed to reactivate .
their Inte~connection Agreement within 30 days of being notified.

It now seeus that GSU is not prepared to meet that commitment since
you indicated you are using the Plaquemine telemetering recorder for
an interconnection with SWEPCO.



Mr. AT Naylor

4. (Continued)
If it is impossible to operate interconnection without this
equipment it is surprising that a major utility such as GSU with
numerous interconnections would not have any spares in stock
especially if it takes 28 to 36 weeks for replacements. 1
recognize the desirability of GSU receiving instantaneous load
data from Plaquemine but my utility experience has been that
metering equipment is subject to periodic malfunctions and the
power continues to flow while best available data is plugged in
until such time as repairs are made. Lafayette expects to have
its telemetering installed by June 1st and will be happy to assist
GSU by Lafayette supplying actual load data to GSU over the telephone
as needed in order to provide a most reascnable mode of operation
for this interim. Please let your purchasing personnel know that
there must be some misunderstanding with your equipment supplier,
Leeds and Northrup, since 1 was Just advised by Leeds and Northrup
that without a request for expediting an order, normal delivery
is no more than 10 to 12 wweks. Also, I understnad that QEI,
100 Wilnot Road, Deerfield, 11linois 66015, Phone (312) 940-0188,
is an alternate supplier of interchang®able equipment and theTF - -
delivery times are typically less than Leeds and Nerthrup. In
any event, I see no reason why we cannot begin deliveries to.
Plaquemine prior to delivery of the recorder and operate during
the interim by Lafayette furnishing the load data by phone. The
actual metered deliveries are recorded by GSU's printing demand
meter at Plaquemine and Lafayette's telemetered data will be
available for your inspection and should be sufficient verificat.on
for this interim period that Lafayette has in fact generated Plaquemine's
full requirements.

Mr. Naylor, I believe this letter satisfactorily addresses all potential problems
and Lafayette will expect to begin deliveries to Plaquemine beginning June 1, 1983.
I will ask our Chief Engineer to again contact your metering personnel and trust
you will now allow your Mr. Davis to coordinate with him in determining the
technical and physical arrangement needed at Plaquemine.

Sincerely,

CITY OF LAFAYETTE, LOUISIANA

\7/ N -~ { ’
By (7S el A . R P

Louie R. Ervin, Associate Director
Power Development & Sales ——

v

w e N
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Mr. Louie R. Ervin, Associate Director
Power Development & Sales

Department of Utilities

City of Lafayette

P.0O. Box Number 4017-C

Lafayette, Louisiana 70502

Dear Mr. Ervin:

This is to acknowledge receipt of your letter dated
May 19, 1983. You have itemized your proposed resolution
of certain proklems in four paragraphs. I will comment on
each paragraph by number. Each of these comments was made
by me in the meeting with you and Mr. Brand on May 16,
1983.

l. Your compliance with Section 4.4 of our intercon-
nection agreement does not resolv: the transmission service
problem. Full requirements transmission service rates that
Gulf States has in effect with Cajun Electric Power Cocpera-
tive and Louisiana Energy and Power Authority have among
other things a power factor adjustment clause and a 12
month 100% demand charge. The Transmission service rate
LTS does not have these provisions and its purpose is for
coordination of generation.

2. Since Service Schedule LTS does nct cover the Ltype
of service you propose, the time periods involved are
beside the point.

3. As stated in the agreement, our present intercon-
nection agreement with you contemplates interconnection
only with respect to your two steam elec:ric generating
stations located in the Citv of Lafayette. Additional
interchange and service arrangements may only be made by
mutual agreement. Rodemacher generation is not covered by
our present interconnection agreemert with you.

4. The letter agreement between Gulf States and
Plaquemine allows Plaquemine to cancel the wholesale



agreement upon 30 days notice. It does not require ,
reinstatement of the Intercor-~ection Agreement or provision
of transmission service at the time of termination of
wholesale service or within any stated period after such
termination.

I am surprised that you misunderstood what was stated
in the letter to Plaquemine on May 9, 1983, and what Mr.
Brand restated in his item No 1 of his letter dated May 20,
1983.

As we indicated at the meeting we are willing co con-
sider amendments to our interconnection agreement. We do
not hold ourselves out as a common carrier of electricity
and do not intend to become one either by agreement or
through any course of action. We intend to provide certain
transmission services only when pursuant to specific con-
tracts and mutually agreed scheduling. Pending our consid-
eration of the legal and operational issues involved in the
new type of transmission service you have requested, we
suggested you consider implementing your proposed transac-
tion through LEPA. We have been requested by Plaguemine to
extend our wholesale service to them on a month-to-month
basis pending developments,

We have provided certain transmission service to
Lafayette in the past in accordance with the provisions of
the LTS schedule. In most, if not all, of those instances
you have requested waivers of the notice provisions of the
schedule. Please do not assume that we will grant waivers
in the future. As more transactions occur with our various
interconnected parties, more planning and evaluation lead
time may be required. We urge you to review the obliga-
tions of Lafayette with respect to planning and notices
contained in Section 2 of the LTS schedule.

Sincerely,

ZEY)

A. E. Naylor
Manager-Power
Interconnections

- - - . e i o P — o > ——

cc: Mayor Stanley Hebert, Plagquemine
W:llace Brand
Benny Hughes
Virgil Shaw
Cecil Johnson
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Department of UTILITIES

DIRECTOR OF UTILTIES
PHONE: (318) 261-8800
i 708 W. UNIVERSITY AVENUE
RECEIVED P. O. BOX 4017-C
LAFAYETTE. LOUISIANA 70502

JUN 91883

ERIEGEL < i .cDIARMID June 6, ‘1983

Mr. Al Naylor

Manager, Power Interconnections

Gulf States Utilities Company
~ P. 0. Box 295 .

Beaumont, TX 77704

Re: Transmission Service to the City of
Plaquemine, Louisiana

Dear Mr. Naylor:

Your separate letters to Plaquemine's Mayor Hebert and to me dated May 26, 1983
are received. I have delayed responding for the past few days since indications
were that GSU may be willing to allow Lafayette's energy to begin flowing to
Plaquemine by July 1, 1983. I now understand this is not possible and the
Lafayette-Plaquemine Contract date of June 1, 1983 to commence deliveries is

now past. !

First, I want to be perfectly clear that the City of Lafayette strongly objects
to GSU's refusal to provide transmission service under Schedule LTS for the
transfer of power and energy between the Cities of Plaquemine and Lafayette.

We disagree with your contention that Service Schedule LTS does not cover this
type service requested. Regardless of what language GSU may have in their
agreements with Cajun and LEPA, it is the GSU-Lafayette Agreement which must be
adhered to.

Wnen Lafayette entered into the Interconnection Agraement with GSU on

January 8, 1974, the City had every reason to believe that transmission service

would be available under the terms of that Agreement and Service Schedule LTS.

We cannot now, over nine (9) years later, accept GSU's refusal to provide transmission
service because the language in our Agreement is not identical to some language GSU
may have since agreed to with Cajun and LEPA.

I verbally expressed at our May 16th meeting and in my May 19th letter that

reactive power (power factor adjustment) is not a practical problem and we are not
askin | GSU to supply any reactive power. Although we believe Section 4.4 of our
Agreement adequately addresses reactive power, we will, concurrent with receiving
transmission service, discuss any language modificat:ons you might desire to file
with FERC; but GSU should not use this technicality to economically force Plaquemine
to continue purchasing from GSU while Lafayette is under contract to supply that
same power and energy.



Mr. Al Naylor
Page 2
June 6, 1983

I must point out that GSU has agreed to settlement in FERC Docket No. ER 82-375-000
an LTS Rate, applicable to Plaquemine and Lafayette, with exactly the same monthly
charge per kilowatt as GSU has agreed to settle for the rate schedules applicable
to Cajun and LEPA. It appears that GSU is discriminately refusing to provide
transmission service to Lafayette under the LTS Rate while stating the same
requested transmission service would be made avaiiable to Cajun and LEPA at the
same monthly charge per kilowatt. GSU has its rights under the Federal Power Act
to make appropriate filings with FERC for revisions to Schedule LTS but to refuse
transmission service until such time as GSU may choose to make a filing is viewed
by Lafayette as an attempt to restrain trade.

It is ironic that GSU has previously, for its own use or transmission to others,
purchased coal energy from Lafayette, which was generated at the Rodemacher Plant
and transmitted by the Central Louisiana Electric Company (CLECO) to Lafayette's
System, but GSU now contends that the Rodemacher coal plant generation is not
covered by our present Agreement. Even though we disagree with that contention,

in recognition that the June 1 date for initial delivery to Plaquemine is now

past and every day GSU refuses to transmit causes Lafayette an increasing

economic burden, Lafayette, without prejudice to our position and in order to

get the power flow started, will reluctantly agree, on a temporary basis, to run
generation at our gas and fuel oil jenerating plants in Lafayette with output at
least equal to the load being supplied to Plaquemine. Despite our temporary
agreement to generate with gas and o0il in Lafayette, we maintain the position that
our Interconnection Agreement is for the purpose “...to provide for the use of

Gulf States transmission facilities to transfer power and energy to or from the
system of Lafayette and another entity or entities" which is as set forth on

Rate Schedule LTS. Plaquemine is urquestionably an entity under the definition
contained in Servize Schedule LTS and GSU has recognized this fact on the face

of the LTS Rate Schedule which provides: "This rate schedule shall apply to
provision by Gulf States Utilities Company of Transmission Service to the City of
Lafayette and the City of Plaguemine under and pursuant to the.Power Interconnection
Agreement between such parties and Service Schedule LTS thereto." GSU is perfectly
aware and has been aware for some time that energy from the Rodemacher Plant is
contractually transmitted by the CLECO System to Lafayette's System. Once the
Rodemacher energy is transmitted by CLECO to the Lafayette System, as a practical
matter and from a technical and physical viewpoint, the kilowatts generated at

the Rodemacher Plant and the kilowatts generated at Lafayette's two steam plants,
are not separately discernable. We are not requesting GSU to provide transmission
service to transmit the Rodemacher energy to Lafayette's System, CLECO i3 doing that;
we are only requesting GSU provide transmission service under our existing Agreement
and applicable Rate Schedule LTS, to or from the Lafayette System at the point of
interconnection set forth in the Agreement.




Mr. Al Naylor
Page 3
June 6, 1983

Although we do not agree with GSU's contention that LTS does not provide
transmission service for Lafayette to furnish full requirements irm power

to a third party, that is not the purpose of the contract between Lafayette

and Plaquemine. As I explained, the purpose of the Plaquemine-Lafayette
Contract is for purposes of coordination of generation. Again, among other
provisions, the Lafayette-Plaquemine Contract provides for coordination of
operations, emergency assistance by either party to the other, coordination

of reserves, and in recognition of the economics of Latayette's lower cost
eneration, Plaquemine agrees to purchase and Lafayette agrees to sell surplus
?not firm) power and energy "up to Plaquemine's full load requirements."”
Lafayette has never expressed that it is to supply full requirements firm power.
To the contrary, Lafayette is only requesting transmission service be provided
for surplus power and energy up to a capacity equal to Plaquemine's full load
requirements (specifically requested at 23,000 KW and 15,000 KW during the
upcoming summer and winter months respectively) such that to the extent Lafayette's
lower cost surplus power and energy is available it can be made available to
Plaquemine over GSU's transmissiqn system,

Although we do not agree with GSU's contentions, and without prejudice to our
position, if Plaquemine would agree on a temporary basis to have some generation

on line and schedule the rest from Lafayette, would GSU then allow transmission
service to commence immediately? If GSU still insists that all telemetering be
installed prior to allowing Lafayette's energy to flow to Plaquemine, and if GSU
estimates delivery of this metering equipment will be 28 to 36 weeks, then if you
would provide to me the complete specifications and catalog numbers .of the required

metering equipment, ‘I will order the equipment since delivery to us is quoted at
about 12 weeks.

Frankly, Mr. Naylor, we see no legitimate reason for GSU's refusal to provide
transmission service. We maintain that our Interconnection Agreement and the
LTS Sehedule is applicable to the type transmission service requested and
believe that GSU's refusal to provide that service is in violation of the
settlement of the anti-trust case which resulted in the January 8, 1974
Interconnection Agreement. We also believe GSU's refusal to provide tho
requested service is in violation of Nuclear Regulatory Commission's anti-trust
licensing conditions for the River Bend Station.

Unless our disagreements are resolved in the next few days, we feel we have no
choice but to seek relief by means which are available.

Sincerely,

’T%Zji?f/ 4::;?:2231-9471;//
“Tolie R, Ervin
Associate Director of Utilities/Power Development & Sales

LRE:d1

cc: Mayos Stanley Hebert, Plaquemine
Mrs/ Wallace Brand
M. Ray Radigan
}.Hr. George Spiegel
’ Mr. Lee Leonard

& =




— - Department of UTILITIES

DIRECTOR OF UTIUTIES

PHONE: (318) 261-8800 ‘
708 wW. UNIVERSITY AVENUE %

P O BOX 4017-C ‘397.

LAFAYETTE. LOUISIANA 70502 c ac?®>

July 26, 1983 .

Mr. Al Naylor

Gulf States Utiltiies Company
P. 0. Box 2951 |
Beaumont, Texas 77704 .

Dear Mr. Naylor:

I am responding to your July 5, 1983 lettar to Mayor Stanley Hebert
of Plaquemine in which you discuss wholesaie electric service to
Plaguemine. My records and experience in this matter differ from
the view set forth in your letter.

Your letter fails to mention that Lafayette first made a request, by
Tetter of April 27, 1983, to Gulf Statss Utilities Company (GSU) for

. transmission service to commence June 1, 1983, directly between
Lafayette and Plaquemine. That original request was to be under
Lafayette's and Plaguemine's respective Interconnection Agreements
with GSU. Afier several conversations, a meeting at your office on
May 16, 1983, and my letters of May 19th and June 6, 1383, which
addressed potential problems GSU had come up with, still GSU would
not commit to providing the direct transmission service within any time
frame. GSU did, however, offer to expeditiously provide the necessary
transmission if the transaction would be implemented through the
Louisiana Energy & Power Authority (LEPA) but at a higher annual cost.
According to our Engineers and Metering Personnel, ‘he transaction
was further delayed because their GSU countarparts were not allowed to
coordinate telemetering details because of "orders from higher up."
As a practical matter, Plaquemine had no alternative but to continue
purchasing full requiremints from GSU rather than purchasing under
their agreement with Lafayette.

I would like to remind you that my letter to you concerning direct
transmission service between Lafayette and Plaquemine, dated June 6, 1983,
has never been answered. Lafayette still firmly believes the pending
request for direct transmission service was and is required under the
GSU/Lafayette Interconnecticy Agreement and under the Nuclear Regulatory
Commission's license conditiun= for the River Bend Nuclear Plant.

: 370 awnées de {rancais el on a juste commencé
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Mr. Al Naylor Jul- 26, 1983
Gulf States Utilities

Qur attempt to obtain that direct transmission within a reasonable
time frame was frustrated to the point that pending resolution of
the direct service, the only pradtical alternative was to commence
service through LEPA. '

Of course, the very nature of a three (3) party agreement with LEPA
took time. GSU, as late as the last week in June, did not know when
its telemetering would be ready to commence service. As a result,
transmission service through LEPA did not commence on July 1, 1983,
as proposed, but finally began at Noon July 18, 1983.

Now that service to Plaquemine has begun, i sincerely hope we can soon
resolve our differences in interpretation of our Interconnection

Agreement. Even though I believe the existing language of that agreement
adaquately covers the requested direct transmi--ion service to Plaguemine,
I look forward to working with you on any clarifying language which would
alleviate your concerns and provide the type transmission service Lafayette
requires.

-

Sincerely,

CITY OF LAFAYETTE, LOUISIANA

S ol

Louie R. Ervin
Associate Director of Utilities
Power Development & Sales

cc: Mr. T. J. Labbe’
Mr. Wallace 8rand
Mr. Sylvan Richard
Mr. Benny Hughes

A S S I
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Attachment 21

_ Departmant of UTLITIES

DIRECTOR OF UTILITIES
PHONE. (318) 261-3800

705 W UNIVERSITY AVENUE

P O. BOX «017-C

LAFAYETTE, LOUISIANA 70502

October 17, 1983

Mayor Trina 0. Scott

City of New Roads

237 West Main Street

New Roads, Louisaina 70760

Dear Mayor Scott:

Friday afternoon I received your letter dated October 11, 1983 concerning
GSU's penalty billing to New Roads for transmission service.

I agree with you that these charges by GSU are unfounded but think you
have misinterpreted the reason Lafayette made credit on your September
inveice in the amount of GSU's previously billed penalty charges. It
was because of our valued relationship and our attempt to assist New Roads
that we credited your September invoice and not because of any liability
on Lafayette's part. It was our thought that we could assist by taking
up this problem along with other problems we are having with Gulf States
and then allowing New Roads to repay the credit when the problems are
resolved. However, it would give us great difficulty to reimburse

New Roads on a continuing basis without at least first meeting with you
and then with Gulf States, especially since we feel the charges are
improper.

Lafayette, in fact, did deliver to our point of interconnection with GSU

the amounts of energy scheduled within normally acceptable inadvertent flows.
Mr. Naylor's letter to you dated September 16, 1933 states the energy
transmitted exceeded that scheduled by 1000 K¢ to 5000 KW, 42 hours of the
month. The 1000 kilowatts or 1 megawatts he refers to is simply inadvertant
flow which is recognized several places in the GSU/New Roads Interconnection
Agreement and is the minimum (1 megawatt) physical and electrical capability
of the metering equipment. For example, if actual kilowatts for two
consecutive hours were 999 Ki and 001 KW, the normal metering equipment
capability is that it will print out "0" for the first hour which is only
1/1000th short of a megawatt and it will print out "T" for the second hour
which is anly 1/1000th of a megawatt. This is standard inadvertant flow.
More importaatly, the 5000 KW or 5 MW which accounts for the bulk of the
dollars that GSU is billing, is the result of two hours during August that
Lafavette actually delivered to GSU's system all of the scheduled energy

but GSU refused to recognize any scheduled deliveries during these two
hours. 1 explained this to Mr. Naylor in a letter of September 26, 1983,
which | copied to you. Specifically, for the two hours emergency conditions



Mayor Trina 0. Scott 2 October 17, 1983
City of New Roads

continued, Lafayette was just before the hour when finally getting
through to GSU on the telephone. Typically, we schedule at fifteen
minutes prior to the hour. Ouring these two hours, typical utility
practice would be to account for the difference as inadvertant flow.
Even though Lafayette scheduled prior to the hour but could not get
through on the telephone, GSU insisted on a Zero quantity scheduled
during that hour and thereby forced a condition where deliveries
exceed schedule by some 5 megawatts.

What we are talking about here is an operational problem and from m,
point of view, I see nothing in the GSU/New Roads agreement that would

allow GSU to deviate from normal operaticn policies recognized by the

North American Reliability Council or the Southwest Power Pool during
emergency conditions. To then seize that opportunity to bill New Roads

for quantities of energy that were truly delivered to the system but

not recognized by Gulf States, in my opinion, is unethical and

contradictory to the GSU/New Roads Interconnection Agreement. Further,

I see nothing that would require New Roads to pay for inadvertant flow.

states: "Each of the parties hereto, insofar as is consistent with its
| responsibility for controlling frequency, will operate its system in
a manner so as to make net receipts and deliveries of power and energy,
as nearly as ractical, equal to scheduled receipts and deliveries."
(underTine added), 1 certainly don't think GSU can claim any frequency !
problem and it is inexplicable why all of a sudden, a one megawatt
inadvertant flow becomes no longer practical when the metering has a 1 My
minimum registration. 1 should also point out that during the 744 hours
of August, the inadvertant flow out of GSU's system only occurred,
according to Mr. RNaylor, during 42 hours which in all likelihood the
flow into or beneficial to GSU may have occurred some 702 hours during
the month. $0, Section 4.2 (c) of the GSU/New Roads Agreement provides
for accounting and returning of inadvertant flow. Then the last line on
Page 20 of the agreement specifies:deviations from scheduled deliveries
are to be held to a minimum.

Nevertheless, it has been our attempt and will continue to be our attempt
to assist New Roads in scheduling energy at a lower cost than they could
otherwise produce it with their own gzneration; but,if it would help

we certainly are ao .eable to allow New Roads to do their own scheduling
by Jjust calling Lafayette and GSU and specifying the quantity scheduled
for delivery.

We will certainly recognize it is entirely New Roads decision whether or not
to continue paying GSU for the penalty billing but we would have great
difficulty in reimbursing New Roads for charges that we feel are not only

* improper under the GSU/New Roads Agreement; but for which Lafayette has met
all of its responsibilities.
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October 17, 1983

Mayor Trina 0. Scott
city of New Roads

We stand ready to discuss this matter with you and if you like, LEPA,
and are amenable to working with you toward the best interest of New Roads

If ultimately, as I understand fram your October 11th letter, it is your
decision to pay Lafayette for the full ‘amount of the September billing,

you may ignore the two credits of $456.95 plus $6909.39.

Very truly yours,
ITY OF LAFAYETTE, LOUio...dA

>
Ervin, Associate Director of Utilities

Louie R.
Power Development & Sales

LRE:jb
Mr. Sylvan Richard, LEPA

cc:
Mr. Roy Davis, New Roads




Attachment 22

Building the Futurs of Public Power in Lot

November 28, 1983

Mr. A. E. Naylor

Manager, Power Interconnection
Guif States Utilities Company
P. 0. Box 2951

Beaumont, TX 77704

Dear Mr. Naylor:

[ am writing to request your help in straightening out GSU's erroneous billings
to New Roads for bulk power transmission service under your interconnection agreement
with that LEPA member town.

The 12-month penalty imposed on New Roads for receiving energy it believed had
been duly scheduled by Lafayette is not provided for in Rate Schedule LTS-GSU, as
approved by FERC in the. settlement of your rate case, Docket ERS2-375. My understand-
ing as regards both New Roads and LEPA was that our transmission rates would be
identical to those ultimately resulting from that case, whether by settlement or by
final orde on the merits after a FERC hearing. Your Mr. Everett's December 2, 1982,
letter to the FERC regarding the GSU-LEPA agreement confirms that understanding, and
FERC's letters accepting the New Roads and LEPA filings specifically point out that
the service under thoce submittals is subject to refund and to the outcome of ERB82-275.
Nowhere does the Er82-375 approved Rate Schedule LTS-GSU or any other approved settle-
ment rate contemplate a penalty of the sort you have been billing to New Roads, appar-
ently by reference to the language of paragraph 4 of the Rate Schedule LTS-GSU you
filed subject to refund (which resembles paragraph 5 of Rate Schedule LETS. in the GSU-
LEPA agreement). Presumably now that FERC has acted on the settlement, you will be
making the necessary filings to conform our agreements to FERC's orders in that docket
by removing the discrimiratory penalty ianguage. [ am advised that a failure tc do so

and to relieve New Roads of the improper bil1lings already made would violate the filed
rate doctrine.

Even should you disagree with our view of the settlement's explicit effect on your
obligations at FERC regarding New Roads and LEPA, I hope that you will recall our dis-
cussion at the time you first brought up the idea of this charge. [ was concerned that
the very thing that has happaned to New Roads would occur sometime as a result of human
error in scheduling or other normal activities of interconnected sy<iem operations. You o
assured mne then that the proposed charge was not meant to apply, and would not be applies i
by GSU, where LEPA or a member like New Roads unintentionally scheduled in energy beyong
quantities scheduled out by its supplier. It was because I thought we could rely on your

Louisiana Energy and Power Authority

=TaY. ~ b




Mr. A. E. Naylor
November 28, 1983
Page Two

assurance that LEPA did not resist GSU's ¥iling the provision as an interim matter
subject to what Lafayette and Plaguemine got out of the FERC proceeding. To penalize
New Roads for its unitentional receipts of energy in the present circumstances, where
it reasonably believed all was in order, totally contradicts our underscanding that

the proposed charge would not be applied where the transaction was the result of human
error. '

Finally, it is downright unconscionable to impose on New Roads or any other inter
connection partner a penalty of this kind. Rates are supposed to be based on the cost d
providing service. I don't think you would seriously contend that your system incurred
any costs as a result of this mixup that warrant a charge in the range of $80,000 over
year. There is no place for harsh penalties unrslated to cost in ratemaking zenerally,
and they certainly should not apply to the activities of GSU, . LEPA and the LEPA member
working together as responsible interconnected electric utilities.

[ hope you will agree that precet ralief for New Roads is called for -- and that
your provisiom of transmission serv,-: d°rangements should, without the need for enford
ment action by FERC, comport not only with your filed and accepted rates but also with
our mutual understanding of their reasonable purpose and use.

-

Yery truly yours,

ML 7

Sylyas J. Richard N —
Genefral Manager

SJR/cha

Mayor Edward Lyons
Mayor Trina Scott
M~. Roy Davis

Mr. Ronald Judice




- ’ -~ -

&,

GULF STATES UTILITIES COMPANY

POSTOFFICEBOX 295 . BEAUMONT, TEXAS 77%04
AREACODE 409 338-.682"1

December 16, 1983

lr. Sylven J. Richard

General Manager

LOUISIANA ENEZIRGY AlD POWER AUTEORITY
315 Johnsten Sct. -

Lzfavette, Louisiana 705062

rL: KEV RCADE BILLIN

Dear Sylvan:

“e hzve received zré
ovenber 28, 1983 in rege
l'ew Roads.

viewved veur letter czted
to the electricai tilling for
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He are quite surprised, if we understand your intentions
cerrectly, that you think we should revise our rates to
elininate any compensation to us for unscheduled use cf our
transmissicn system.

We wish to remind you that both our Interconnection
Agreements (GSU-New Roads, GSU-LEPA) were filed as separate
filings with FERC and we agreed the money charges would be
the same as those finally settled under Docket ER82-375 for
scheduled transmission service. At no time in the
. Proceedings was there any discussion or any question as to
charges for transmission service for unscheduled usage,.

Rate Schedule LTS-GSU in the New Roads Agreement and
Rate Schedule LETS in the LEPA Agreement contain idemtical
lauguage under paragraphs 4 and respectively.

We suggest you review all the previous correspondence “on
this. We are attaching a copy of a letter dated October 13,
1982 in which we advised New Roads that GSU would have no



Tesponsibility to make-up any deficiency of power and/or
energy to supply New Roads' load. Our meter records show
that New Roads has received Excess KW (above schedule) many
tines each month since July, excepting the month of :
November. During August alone Lafayette under-scheduled for
98 hours on 30 different-days for a total of 122,000 KWH's.

- Your references which suggest "inadvertent" do not apply
sincé inadvertent flow occurs only when both parties are
generating power and energy on both sides of the
interconnection point. At no time when lew Roads took
Licess KW were they generating.

Sylvan, we will be pleased to meet with you to discuss
this. We have now explazined our pcsiticn to 211 ertities
involved. Please call and we will arrange = ceeting at a
tize which will be cutually convenient
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cc: Mayor Ed Lyons
Mayer Trina Scott
Mayor ProTem Dianne M. Christopher
Mayor Dud Lastrapes
T.J. Labbe
Louie Ervin
Virgil Shaw
Berny Hughes

beec: Summa Stelly, Ted Meinscher
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GUIF STATTETS IUTILITI=SS COMPaANY

POSTOFFICEBOX 298! BEAUMONT,. TEXAS 77704
AREA CODCE 712 838-6631

February 22, 1983

Mr. Kenneth F. Plumb, Secretary
Federal Energy Regulatory Commission
825 North Capitol Street, N. E.
Washington, D, C. 20426

Re: Filing of Interconnection Agreement,
Dated February 1, 1983, Between
Gulf States Utilities Company and
the Louisiana Municipality of New Roads

Dear Mr. Plumb: .

Enclosed for filing are seven (7) sets of the following
documents: T

(1) An Interconnection Agreement (including initial service
schedules) executed by Gulf States Utilities Company and the
Louisiana municipality of New Roads. (Exhibit A).

(2) A copy of the Agreement transmittal letter ralated to the
level of rates agreed to by the parties. (Exhibit AA).

(3) A map identifying the 1location of the interconnection.
(Exhibit B).

(4) A one line diagram, designated Exhibit BB, illustrating the
interconnection facilities. A1l of the proposed new
additions are encircled by a broken line in the lower center
of Exhibit BB. '

(5) A notice of the filing for publication in ths Federal
Register. (Exhibit C).

Also enclosed 1s a check in the amount of $500 for the filing fee
prescribed in 18 CFR 36.2(f).

Gulf States Utilities Company (GSU) proposes that the Agreement
and related service schedules become effective either June 1, 1983,
or the date that all facilities necessary to implement the
Interconnection Agreement (Exhibit A) are in service, whichever is
later. The Applicant expects service under the filing to commence on
June 1, 1983,




Mr. Kenneth F. Plumb
February 22, 1983
Page 2

The attached mailing 1ist contains the names and addresses of
persons who were served with copies of the new schedules. Copies of
this filing have been served upon the Louisiana Public Service
Commission, the Public Utility Commission of Texas and the City of
New Roads, Louisiana. -

Correspondence regarding this Application should be addressed to:

Gulf States Utilities Company
Lee Allen Everett, Attorney
P. 0. Box 2951

Beaumont, Texas 77704

The Interconnection Agreement which includes the <nitial rate
schedules was executed on February 1, 1983, by GSU and New Roads.

GSU is an investor owned utility primarily engaged 1in the
transmission and distribution of electricity in Southeast Texas and
Southcentral Louisiana. GSU, which has its principal place of
business in Beaumont, Texas is a public utility subject to the

Commission's rate jurisdiction pursuant to 16 USCA 824d.

New Roads 1is an incorporated Louisiana municipality and one of
nire Louisiana municipality's which are members of the Louisiana
Energy and Power Authority (LEPA). A similar filing involving LEPA
has been docketed No. ER83-172-000.

GSU presently delivers electricity to the municipality of New
Roads and is serving a portion of that municipality's load at GSU's
wholesale rates, The Interconnection Agreement facilitates
modification of the delivery point to become an interconnection point
capable of exchanging as well as receiving power. The enclosed
Interconnection Agreement defines the responsibilities and costs of
New Roads and GSU related to service through that interconnection.

The map, attached as Exhibit B, designates New Roads as "New
Rhodes". Implementation of the Interconnection Agreement is not
expected to require the addition of significant new facilities by GSU
at the present MNew Roads interconnection. GSU's cost of facilities
to implement the agreement is expected to approximate $16,000. A
Iine diagram of the present and proposed facilities at the
interconnection point i: enclosed and designated Exhibit BB,

The init.al rate schedules incluced’ in the Agreement are as
follows:




Mr. Kenneth F., Plumb

February 22, 1983
Page 3

Service Schedule Type of Service
LTS Transmission Service
ES « Emergency Service
RE Replacement Energy
ECON Economy Energy Supply

The parties have agreed that the charges per KW and KWH under
schedule LTS will be equivalent to comparable service rates
determined appropriate by the Cormission in GSU's pending wholesale
rate case, Docket No. ER82-375-000. (See Exhibit AA and Rate
Schedule LTS in Exhibit A). Since those wholesale rates are
presently under consideration by the Commission, probable revenues
under the interconnection schedules cannot be accurately predicted.
The best estimate of the i-itial 12 months of revenues under the LTS
schedule would be approximately $47,000. Due to the nature of

service revenues expected under the  other schedules _annot be
predicted quantitatively, )

Sincerely,

Lee Allen Everett
Attorney for Gulf States
Utilities Company

Enclosures




