UNITED STATES OF AMERICA Cocups.
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JOINT INTERVENORS' SUPPLEMENTAL MEMORANDUM
IN SUPPORT OF JOINT INTERVENCRS' MOTION TO REOPEN

Joint Intervenors submit this supplemental memorandum
to support their second proposed contention that LP&L lacks
the requisite character and competence to operate Waterford 3

safely.

I. MIDDLE SOUTH'S MISLEADING STATEMENTS IN ITS MOST RECENT
OFFERING STATEMENT TO SELL $100 MILLION IN SECURITIES.

The City of New Orleans recently filed a suit charging
that Middle South Utilities, Inc., prior to filing its most
recent offering to sell $100 million of stocks and bonds with
the Securities and Exchange Commission ("SEC"), failed to
obtain approval from the New Orleans City Council. See "City
sues to stop NOPSI stock sale" (Jan. 29, 1985), attached and
incorporated herein as Exhibit 1.

The City claims that under a franchise agreement dating
from 1923, New Orleans Public Service, Inc. ("NOPSI"), a
Middle South subsidiary, had to obtain approval of the City
of New Orleans prior to Middle South's offering of these

securities. Middle South contends, alternatively, that in
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1981, when the City transferred its ratemaking authority to
the Public Service Commission ("PSC"), it also transferred all
rights to regulate utility financing to the PSC.

The City is seeking to enjoin issuance of the securities
unless its approval is obtained. 1Ibid.

Regardless of whether the City or Middle South succeeds
in this litigation, Middle South was responsible to disclose
this potential risk to investors. The City's longstanding

legal position was well-known to Middle South and should

have been stated in the offering statement. See Middle South

and NOPSI Application-Declaration (Dec. 21, 1984) attached and

incorporated herein as Exhibit lh.é/

Clearly Middle South's failure to disclose this risk casts
doubt on Middle South's honesty and integrity.

This misleading omission, in conjunction with the false and
misleading statements described in Joint Intervenors' Motion to
Reopen, support Joint Intervenors' contention that LP&L
management lacks the required integrity to operate a nuclear
power plant. See Joint Intervenors' Motion to Reopen at 16-21.

II1. WATERFORD'S CURRENT MANAGEMENT LACKS AN UNDERSTANDING

OF THE SERIOUSNEs>" OF WATERFORD'S QUALITY ASSURANCE
PROBLEMS AND RESPEC1 FOR NRC REGULATION.

According to news reports, LP&L Senior Vice-President Roth
§. "Mike" Leddick recently stated that the NRC kept "changing
the rules" during the construction of Waterford 3, which led
to its cost increasing two- or three-fold. He alsc stated that

the NRC's unprecedented inspection efforts to verify the

i/ On February 21, 1985, a Louisiana State Court issued a

tempora-y restraining order against issuance of these securities.

See The City of New Orleans v. New Orleans Public Service, Inc.,

No. B5-71 (Civ. Dist. Ct. Paiuflﬁ”ﬂiw Orleans, filed Jan. 28, 1985).




safety of the plant cost the utility $150 million but d4id not

make the plant any safer. See "Plant cost blamed on public

fear," Times-Picayune/States-Item (Jan. 25, 1985), attached

and incorporated herein as Exhibit 2.

Mr. Leddick's statements indicate that he does not,
even today, understand the seriousness of the quality assurance
("QA") and safety breakdown at Waterford over its construction
life. Moreover, his attitude toward NRC regulation is one of
disrespect.

Apparently, Mr. Leddick is unwilling to acknowledge that
NRC regulation, including the Waterford Task Force's inspection
efforts, is more than a waste of time. If he does not believe
unprecedented NRC Staff actions to verify the construction
guality of Waterford were needed, the Appeal Board can be certain
that Mr. Leddick will not have a "willingness -- indeed -~
desire" to carry out future NRC proposed programs. Consumer
Power Co. (Midland Plant, Units 1 and 2), ALAB-106, 6 AEC 182,
184 (1973). Mr. Leddick's remarks reveal a decided lack of the
necessary management cha: icter the NRC requires of its licensees.

III. LP&L BLACKOUT OF THE CITY OF NEW ORLEANS DEMONSTRATES

ITS LACK OF MANAGEMENT COMPETENCE, OR, POTENTIALLY,
INTENTIONAL MISCONDUCT.

On January 21, 1985, a substantial proportion of the
combined NOPSI/LP&L generating capacity was lost. According to
investigators commissioned by the City of New Orleans, the black-
out affected 35,000 residential customers of NOPSI and 40,000 to
50,000 residential ratepayers of LP&L. See Press Release,

attached and incorporated herein as Exhibit 4.



Early on January 21, Jim Fort, an LP&L spokesman, stated
that the outage outlined the need for adding the Waterford 3
and Grand Gulf nuclear power plants to the Middle South
Utilities system.gl

City Councilman James Singleton charged that LP&L and
NOPSI had deliberately "orchestrated" the blackout in order to
force LPSL and NOPSI to accept a larger portion of Grand Gulf 1
and Waterford 3 than they needed. Public Service Commissioner
John F. Schwegmann also criticized LPsL's statements. The City
Council has begun an investigation to determine the causes of
the blackout and whether LP&L and NOPSI management deliberately
caused the blackout to promote the need for Grand Gulf 1 and
Waterford 3. See Exhibit 4; "Mistrust tarnishes utilities,"

Times-Picayune (Jan. 23, 1985), attached and incorporated herein

as Exhibit 7.3/

It appears that the New Orleans City Council's investiga-
tion may find that LP&L management either deliberately, or through
yross mismanagement, caused a blackout of New Orleans, which led
to extensive property damage and personal harm. This conclusion
would be critical to a determination of LP&L's management
capabilities to operate Waterford in accordance with NRC regula-

tions. If public authorities find LP&L cannot currently be

L Currently pending before the Federal Energy Regulatory Com-

mission ("FERC") are two cases which will determine the percentage
of Grand Gulf 1 for which each of the subsidiaries of Middle
South will be responsible. The Middle South subsidiaries are LP&L,
NOPSI, Arkansas Power and Light Company, and Mississippi Power and
Light Company.

&/ Moreover, several New Orleans residents filed a $100 million
suit against NOPSI for the serious property damage and personal
harm caused by the blackout. See "NOPSI sued for $100 million
in blackout," Times-Picayune (Jan. 24, 1985), attached and

incorporated herein as Exhibit 8.




trusted to operate fossil fuel plants with care, how can the
NRC find LP&L management responsible enough to operate a nuclear
power plant?

The Appeal Board should, in any case, await the results
of the City's investigation before endorsing current LP&L
management.

Moreover, according to Mr. Leddick, the managers
responsible for the blackout are D. L. Aswell and L. V.
Maurin. Although both currently are in charge of fossil fuel
plant operations, formerly they were Vice-President for Power
Production and Waterford 3 Project Manager respectively. See
Affidavit of Gary Groesch, attached and incorporated herein
as Exhibit 9.

Any fault or negligence found regarding the blackout will
be attributed to them. Their lack of current management
capabilities in managing fossil fuel plants corroborates
Joint Intervenors' contention that historically the management
of Waterford 3 project was incompetent.

IV. APPLICANT'S MANAGEMENT HAS DEMONSTRATED ITS SUBSERVIENCE
TO AND LACK OF INDEPENDENCE FROM ITS PARENT MIDDLE SOUTH.

Recently it has become evident that the management of Middle
South controls applicant LP&L. Therefore, this Appeal Board
cannot be assured that current LP&L management has the capabili-
ties, including the independence, to follow NRC regulations and
to ensure Waterford is safely operated.

According to the sworn testimony of John Chavanne, vice-

president of corporate control for LP&L, Floyd Lewis, Middle



South Chairman and President, threatened to fire James Cain,

LP&L and NOPSI President, unless Cain supported a plan under
which LP&L and NOPSI would buy larger shares of Grand Gulf than
previously agreed. Cain, in a reverse of position, supported a
plan submitted to FERC on January 4, 1985, under which LP&L and
NOPSI would buy 48 percent of the power from Grand Gulf 1 instead
of the preveiously agreed-to 31 percent.if See "Middle South

chairman asked about firing threats," Times-Picayune (Jan. 30,

1985), attached and incorporated herein as Exhibit 10.

The sworn deposition testimony of other LP&L managers
apparently support Mr. Chavanne's statement that Lewis
threatened Cain with termination if Cain did not agree to a
system-agreement which Cain perceived was against the

interests of LP&L. 1Ibid.

Neither Cain nor LP&L has corporate or de facto operational
independence from Middle South. Although LP&L is the applicant
for a license for Waterford, it will be Middle South which
ultimately controls the operation of the power plant. This
fact is central to any NRC determination of whether or not

LP&L's management has adequate character to operate Waterford 3

safely. Certainly if Cain bows to the wishes of Lewis on financial

matters he will, if necessary, subordinate LP&L's safety

responsibilities at Waterford to Middle South's needs.

&/ PSC consultants believe that Louisiana does not need power

from Grand Gulf and the new system agreement will cost New Orleans
ratepayers "hundreds of millions of dollars." See Exhibit 10.



This point is especially important since the NRC Staff
has based its conclusion that LP&L can operate Waterford 3
safely largely on an assessment that LP&L top management has
shown a new willingness to deal straightforwardly with
potential safety problems. The NRC Staff described how
applicant addressed safety concerns outlined in the Eisenhut
Letter of June 13, 1984, by "mobiliz(ing) a large work force
headed by a special management team with personal oversight
by the Applicant's President and Chief Executive Officer,"
NRC Staff's Response to Joint Intervenors' Motion to Reopen
at 17. See also Crutchfield Affidavit, par. 4.

Obviously it makes little difference that Cain is
personally overseeing the resolution of safety problems at
Waterford 3 if his decision on safety matters can be over-
ridden at will by Lewis.

Moreover, if Cain is willing to subordinate LP&L's
financial interests to those of Middle South, it is even
more probable that he will subordinate the safety of Waterford

3 to Middle South pressure.

V. CONCLUSION.

In consideration of the above arguments and documentation,
this Appeal Board must determine that Joint Intervenors have
met their burden to reopen the hearing record for litigation
of their contention that LP&L management lacks the requisite

character and competence to operate Waterford 3 safely.



Dated:

February 25,

1985

Respectfully submitted,

ernabe
ent Accountability Project
onnecticut Avenue N.W.
202
WaShington, D.C. 20036
(202) 232-8550

Attorney for Joint Intervenors
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APPLICATION-DECLARATION

THE PUBLIC UTILITY HOLDING COMPANY ACT OF 1935

New Orleans Public Service Inc.

317 Baronne Street
New Orleans, Louisiana 70112

Vﬁi;dlo South Utilities, Inc.

225 Baronne Street
New Orleans, Louisiana 70112

(Names of companies filing this statement
and addresses of principal executive offices)

Middle South Utilities, Inc.

-
(Name of top registered holding company
parent of each applicant or declarang)
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- James M, Cain, President
'™ New Orleans Public Service
Ine,
317 Baronne Street
. New Orleans, Louisiana 70112

— o~ —

(Names and addresses of agents for service)

N

Edwin Lupberger

Senior Vice President~

Chief Financial Officer
Middle South Utilities, Inc.
225 Baronne Strcet

New Orleans, Louisiana 70112

The Commnission is also rcquostod to send copies ot any
communications in connection with this matter to:

Melvin I, Schwartzman, Esq.
Monroe & Lemann

(A Professional Corporation)
1424 whitney Building

New Orleans, Louisiana 70130

R, Drake Keith, Treasurer
Middle South Utilities, Inc.
225 Baronne Street

New Orleans, Louisiana 70112

Thomas J. Igoe, Jr., Esq.
Reid & Priest

40 West 57th Street

New York, New York 10019

Stephen K. Walite, Esgq.

Winthrop, Stimson, Putnanm
& Roberts

40 Wall Street

New York, New York 10005
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Item 1. pDescription ot‘rropoicd Transactions.

New Orleans Public Service Inc. ("Company®) pro=-
poses to issue and sell, subject to Rule 50 under the Pub~-
lic vtility Holding Company Act of 1935 ("Holding Company
Act"), as modified by Holding Company Act Release No.
22623, not more than $40,000,000 in principal amount of
.its First Mortgage Bonds (*New Bonds®"), to be issued in
one or more series from time to time not later than Decem=-
per 31, 1985. The {nterest rate to be borne by each
series of the New Bonds wil! be a multiple of 1/8th of 1%,
The price, exclusive of accried interest, to be paid to
the Company for each series of the New Bonds will be
within a range specified by the Company to prospective
purchasers of not more than five percentage points but
shall not exceed five percentage points above OF below
1008 of the principal amount of such series of the New

Bonds.

The New Bonds are to be issued under the Com=
pany's Mortgage and Deed of Trust, dated as of~July 1,
1944, to The Chase Manhattan Bank (Natiomal Association),
successor to The Chase National Bank of the City of New
York, and Joseph A. Payne, Successor to Carl E. Buckley,
as Trustees, as heretofore supplemented and as proposed to
pe further supplemented by supplemental Indentures to be
dated as of the first day of the month in which a parti~
~ular series of the New Bonds is issued. gach series of
the New Bonds will mature not earlier than five years and
not lacer than thirty years from the first day of the

‘month of issuance.

gach Supplcmcn:al Indenture will provide that ...
fcular series covered

néne of the New Bonds of a part

thereby will be redeemed for a period of either four OT

five years, depending upon the term of that gseries, com=

mencing with the first dax of the month of issuance, at a
¢ such redemption {s for the

regular redemption price
ion of refunding such bond through .

purpose or in anticipat
the use, directly orF indirectly, of funds borrowed by the
st to the Company of

Company at an effective interest co
less than the effective interest cost to the Company of
such series of New gonds. For further {nformation as to

the terms of the New Bonds, reference is made to Exhibits
A=9, A=10 and A-11 hereto.

for information as to the procedures to be fol-
lowed in connection with the sale of the New ponds, as
contemplated by Holding Company Act Release NO. 226213,
reference is made tO gxhibits B=1 and B~-3 hereto. See




ftem 3 below with respect to the Company's possible amend~-
ment of this Application-occlaration to seek exemption
from the requirements of Rule 50 under the Holding Company

Act with respect to the sale of one or more series of the
New Bonds.

The Company also proposes to establish one or
_more new series of its serial preferred stock baving a par
value of $100 per share, which shall consist in the aggre~
gate of not more than 200,000 shares ("New Preferred
Stock"), and to issue and <), in one Or more series from
time to time not later than December 31, 1985, the New
preferred Stock, subject to Rule 50 under the Bolding Com=~
pany Act, as modified by Holding Company Act Release No.
22623.

The Company presently has outstanding two
classes of preferred stock, one consisting of 77,798
shares of 4-3/4% preferred Stock and the other consisting
of the serial preferred stock, which ranks Eari assu with
the 4~3/4% Preferred Stock as to divider other dis~
sributions and of which 60,000 shares bearing & dividend
rate of 4.36% per annum, 60,000 shares bearing & dividend
rate of 5.56% per annum and 150,000 shares bearing a divi-
dend rate of 15.44% per annum are presently authorized and
outstanding. BY appropriate corporate action, the Company
intends, with the consent of its parent, Middle South
utilicties, Inc. ("Middle South®), to amend its Restatement
of Articles of Incorporation, as amended ("Charterc®), toO '
authorize each series of the New Preferred stock, which,
except as to designation, dividend rate, redemption prices
and the terms and amount of sinking fund requirements, if
any, for the purchase Or redemption of shares of the New
preferred Stock described below, will have the same charc~
acteristics as, and rank pari passu with, the presently
outstanding 60,000 shares © 4. preferred Stock, 60,000
shares of 5.56% preferred Stock and 150,000 shares of
15,444 Preferred Stock. '

The dividend rate of each series of the New Pre-
ferred Stock will be a multiple of 1725¢th of 18, and the
price to be paid to the Company for each series of the New
preferred Stock will be not less than $100 nor more than
$102.75 per share, plus accrued dividends, if any.

The terms of each series of the New Preferred
stock will include a prohibition for five years after the
first day of the month of issuance of the respective
series against refunding any shares of such series, di~-
rectly or {ndirectly, with funds derived from the issuance




of debt securities at 'a lower effective interest cost or
from the issuance of other stock, which ranks prior to or

on a parity with such series as to dividends or assets, at
a lower effective dividend cost.

The Company may include provisions for a sinking
fund for any series of the New Preferred Stock designed to
redeem annually, commening a specified period of time
after initial issuance, at $100 per share plus accumulated
dividends, a number of shares equal to a specified per-
centage of the total number of shares of such series, with
the Company possibly having a noncumulative option to
redeem annually an additional number of shares up to a
specified percentage of the total number of shares of such
series, For further information as to the terms of the
New Preferred Stock, reference is made to Exhibits A-1,
A-Z, A'J' A"‘p A-S, A-" A"7 .M A-‘ h.t.‘o. -

Por information as to the procedures to be fol-
lowed in connection with the sale of the New Preferred
Stock, as contemplated by Holding Company ActsRelease No.
22623, reference is made to Exhibits B=2 and B=4 hereto.
See Item 3 below with respect to the Company's possible
anendment of this Application-Declaration to seek exemp-
tion from the requirements of Rule 50 under the Holding
Company Act with respect to the sale of one or more series
©f the New Preferred Stock.

The Company also proposes to issue and sell to
Middle South, and Middle South proposes to acquire from X
the Company, not more than 4,000,000 shares® of the Com=
pany's common stock having a par value of $10 per share
("Additional Common Stock®) at a price of $10 'per share, .
for an aggregate cash consideration of not more than
$40,000,000. The Company's Charter Fresently provides for -
7,000,000 authorized shares of common stock having a’ par .,
value of $10 per share, of which 5,935,900 shares, having
an aggregate par value on the Company's books of
$59,359,000, are issued and outstanding and owned by

. The proposed 4,000,000 shares includes the 1,500,000
shares previously proposed to be issued by the
Company and lcquirﬁd by Middle South in 1984 with
respect to which an application-declaration i{s pend-
ing (see File No., 70-6962) before the Commission.
This Application-Declaration supersedes the applica~
tion-declaration in Pile No. 70-6962 with respect to
the proposed issuance and sale by the Company, and
acquisition by Middle South, of additional shares of
the Company's common stock.



Middle South, Accordingly, the Company proposes, by ap-
propriate corporate action and with the consent of Middle
South, further to amend its Charter so as to increase from
7,000,000 to 10,000,000 the number of authorized shares of
its common stock, thereby Providing the Company with a
sufficient number of authorized but unissued shares for
purposes of consummating the pProposed sale to Middle South
-of the Additional Common Stock.

The Company and Middle South believe it is pre~
ferable for sales of the Additional Common Stock to be
timed to coincide with the Company's cash needs from time
to time. Therefore, the Company and Middle South respect-
fully request that the order of the Securities and Ex-
change Commission (“"Commission®) herein permit the sales
of the Additional Common Stock to be effected from time to
time and at any time through and including December 31,
1985, in increments to be determined by the Company and
Middle South. Upon consummation of each such issuance and
sale by the Company, and the acquisition of such Addi-
tional Common Stock by Middle South, the, Comparry proposes
to credit its Common Stock Account with the anount (in the
aggregatre of not more than $40,000,000) received by it for
che Additional Common Stock, and Middle South proposes to
debit its Investment Account with the amount (in the ag-
gregate of not more than $40,000,000) of its cash invest-
Tent in such Additional Common Stock. For additional in-
formation with respect to the proposed i(ssuance and sale
of the Additional Common Stock, reference is made to Ex-
hibits A-6, A-7 and B-5 hereto.

Middle South plans to obtain the funds with
which to acquire the Additional Common Stock by- issutng.--.
and selling its promissory notes to various commercial
banks pursuant to Middle South's proposed revolving credit
agreement (see File No. 70-7034) or through such other '
forms of financing as may be approved by the Commission.

The Company intends to apply the net proceeds
derived from the issuance and sale of the New Bonds, the
New Preferred Stock and the Additional Common Stock to the
payment in part of short-term borrowings, to the financing
in part of the Company's 1985 construction program, which
provides for expenditures of approximately $39,300,000, to
the payment in part of the Company's obligations to Middle
South Energy, Inc. under a Power Purchase Advance Payment
Agreement (see File Nos. 70-6592 and 70-6985) and to other

corporate purposes.



Item 2. Fees, Commissidns and Expenses.

To be supplied by amendment.
Item 3. Applicable Statutory Provisions.

The Company believes that Sections 6(a) and 7 of
. the Holding Company Act and Rules 23, 24 and 50 thereunder
apply to the sale(s) of the New Preferred Stock and the
New Bonds. The Company plans to utilizc alternative pro-
cedures under Rule 50 for the sale(s) of the New Preferred
Stock and the New Bonds as concemplated by Eolding Company
Act Release No. 226213. .

The Company selieves that the sale(s) of one or
more series of the New Preferred Stock or the New Bonds
w1y require the assistance of underwriters, dealers or
asnnts depending on market conditions at the time of the
oifering thereof or that a private placement of one or
more series of the New Preferred Stock or the New Bonds
may result in more favorable terms to the Compapny than
would result from a public offering. Accordingly, the
Company may amend this Application-Declaration to seek an
exemption from the requirements of Rule 50 so that it may
offer such series of the New Preferred Stock or the New
Bonds through either a negotiated public sale(s) or a
private sale(s).

The Company believes that Sections 6(a), 7 and
12(f) of the Holding Company Act and Rules 23, 24 and 43 :
thereunder are or may be applicable to the proposed is-
suance and sale of the Additional Common Stock.

: Middle South believes that Sections 9(a), 10 and
12(f) of the Holding Company Act and Rules 23 and 24 of .
the rules and regulations thereunder are or may be ap~ : '
plicable to the proposed acquisition by it of the Add i~
tional Common Stock.

The Company and Middle South iurthct consider
that Rule 50 is inapplicable to the proposed issuance and
sale by the Company of the Additional Common Stock by

virtue of paragraph (a)(3) thereof.

Item 4. Regulatory Approval.

The Company and Middle South believa that no
state regulatory body or agency and no Federal commission
or agency other than the Commission has jurisdiction over
the proposed transactions. For further information with




respect to these matters, reférence is made to Exhibits
F-1 and F-1(a) hereto.

Item 5. Procedure.

The Company and Middle South request that the
Commission's order herein be entered on January 31, 1985
so as to permit the Compzny proaptly to commence its pro-
posed financing program in February '98S5.

The Company and Middle South hereby waive a
recommended decision by a hearing officer or -any other
responsible officer of the Commission; agree-that the
Staff of the Office of Public Utility Regulation may as-
sist in the preparation of the Commission's decision; and
request that there be no waiting period between the issu-
ance of the Commission's order and the date on which it is
to becone effective.

Item 6. Exhibits and Financial Statements.

(a) Exhibits: .

A-1 Restatement of Articles of Incorporation of
the Company, as executed September 30, 1969
(filed as Exhibit A-1 in File No. 70-6392).

A-2 Articles of Amendment to Restatement of Ar-
ticles of Incorporation of the Company, as
executed February 27, 1980 (filed as Exhibit
A-2(a) to Rule 24 Certificate in Pile No.
70-6392).

A-3 Articles of Amendment to Restatement of Ar-
ticles of Incorporation, as amended, of the
Company, as executed March 19, 1980 (filed as
Exhibit C=1 to Rule 24 Certificate in File
No. 70-6404).

A-4 Articles of Amendment to Restatement of Ar-
ticles of Incorporation, as amended, of the
Company, as executed January 23, 1984 (filed
as Exhibit A-7(d4) in File No. 70-6962).

A-5 Proposed form(s) of Articles of Amendment of
Restatement of Articles of Incorporation, as
amended, of the Company increasing authorized
shares of Preferred Stock and establishing
series of New Preferred Stock.



*8-3

*B~4

B-5

¢C-1

Proposed form of Articles of Amendment of Re-
statement of Articles of Incorporation, as
anended, of the Company increasing authorized
shares of Common Stock.

By-laws, as amended and currently in effect,
of the Company (filed as Exhibit A-8 in File
No. 70-6962).

Proposed form of New Preferred Stock Cer-
tificate.

Mortgage and Deed of Trust, as amended by ten
supplemental indentures (filed, respectively,
as the Exhibits and in the Files Nos. in-
dicated: B-3 in 2-5411 (Mortgage); 7(b) in
2-7674 (First); 4(a)=2 in 2-10126 (Second);
4(b) in 2-12136 (Third); A-6 in 70-3959
(Fourth); A=7 in 70-4023 (Fifth); D to Rule
24 Certificate in 70-4023 (sixth); 2(e¢) in
2-24523 (Seventh); A-4 in 70-4462..(Eighth); C
to Rule 24 Certificate in 70-5479 (Ninth);
and C to Rule 24 Certificate in 70-6204
(Tenth)).

Form of Additional Supplemental Indenture(s).
Proposed form of Bond.

Proposed form of letter(s) to prospective
purchasers with respect to the New Bonds.

Proposed form of letter(s) to prospective .-
purchasers with respect to the New Preferred
StOCk. . .o

Proposed form of Underwriting Agreement(s)
for the New Bonds.

Proposed form of Underwriting Agreement(s)
for the New Preferred Stock.

Proposed form of Agreement between the Com-
pany and Middle South relating to the sale
and acquisition of the Additional Comnmon
Stock.

Registration Statement(s) relating to the New
Bonds.



*C-2
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F-1(a)

F=-2
*G
*H-1

*H-2

*H-J

vH-4

*H-5

*I-1

e

Registration Statement(s) relating to the New
Preferred Stock.

Inapplicable.
Inapplicable.

Opinion of Monroe & Le.ann (A Professional
Corporation).

Memorandum of Monroe & Lemann (A Professional
Corporation) in connection with its opinion.

Opinion of Reid & Priest.
Plan of Financing.
Fee Statement of Deloitte Haskins & Sells.

Fee Statement of Monroe & Lemann (A Profes-
sional Corporation). .

Fee Statement of Reid & Priest.

Fee Statement of Winthrop, Stimson, Putnam &
Roberts.

Fee Statement of Middle South Services, Yuc..

Preliminary computation of pro forma earnings
coverage required for the issuance of the New
Bonds under the Company's Mortgage and Deed
of Trust, as supplemented. i - o

Preliminary computation of pro forma earnings
coverage required for the issuance of the New
Preferred Stock under the Company's Restate-
ment of Articles of Incorporation, as
amended. )

(b) Financial Statements:

*Financial Statements of the Company as
of September 30, 1984 (reference is
made to Exhibit G hereto).

*Financial Statements of Middle South
utilities, Inc. and of Middle South

To be filed by amendment.



Jeilities, Inc. and subsidiaries, con-
solidated, as of September 30, 1984.

Except as reflected {n the Financial Statements,
no material changes not in the ordinary course of business
have taken place since September 30, 1984.

Reference is made to Exhibit G hereto for a
statement of (i) the approximate amounts, pefore and after
giving effect to tha proposed transactions, of unbonded
bondable property of the Company available for the issu-
ance of bonds and (ii) the proposed accounting treatment
of the transactions rverein contemplated.

Item 7. Information to Environmental Effects.

(a) As stated in Item s, the Company and Middle
South would appreciate receiving the order of the Commis~
sion in this File authorizing the transactions proposed
herein on January 31, 1985. As more fully described in
Item 1, the proposed transactions subject to tfie jurisdic-
tion of the Commission relate only to the financing ac-
tivities of the Company and Middle South and do not in-
volve a major Federal action having a significant impact
on the human environment.

(b) Not applicable.

/0
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SIGNATURES
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Pursuant to the reguirements of the Public Utility Holding
Company Act of 1935, the undersigned companies have duly caused
this statement to be signed on their behalf by the undersigned
thereunto duly authcrized.

)

; NEW ORLEANS PUBLIC SERVICE INC.

By . *, —
Edwin Lupbeyg s
Assistant Treasurer and

Assistant Secretary
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City sues to stop NOPSI stock sale

By SUSAN FINCH
snd LYNN CUNNINGHAM
Stalf writers

The city of New Orleans filed
suit M«l‘y to stop New Orleans
Public Service Inc. from selling
$100 million worth of bonds - nd
stocks, saying the sale would
increase the cost of buying
NOPSL

The city also says NOPSI

should have “ity Council
permission to the bonds and
stocks, but did not.

The city says it has the oplion
to by utility operations under its

1923 franchise allov ing NOPSI
to operate in New Orleans.
According to backers of a city
takeover, the franchise allows the
ity to buy NOI'SI's assets for
the current book value, now
abon t 2200 million.

According to the suit, NOPSI
is proposing to sell up to $40 mil-
lion worth of new mortgage
bonds, up to 200,000 shares of
new preferre:’ stoc. « $100 3
chare. and as many as 4 million
nwew shares of common stock at
$10 i share.

NOPSI| and its parent com-

pany. Middle South Utilities Inc..
filed the request to sell the stocks
and bonds last month with the
federal Securities and Exchang
Commission. The companies
asked the SEC to waive 8 cus-
tumnary hearing and allow the sale
to go through as soon as possible,
prefecably by Feb. 1

The common stock would be
sald ¢« Middle South, which
already vns the more than 59
million shares of NOI'S1 stock,
the suit savs.

The suit srvs that with
spproval of _liddle South,
MOPSI will use some of the

money from the common stock
sale to continue making advance
payments for power from the
Grand Gulf 1 nuclear reactor.

since January 1954, NOPSI
and two other Middle South
companies, Lovisiana Power and
Light Co. and Mississippi Power
and Light Co.. have been paying
a Middle South subsidiary $12.5
million a month t finance Grand
Gulf 1, & $1.4 bil'von reactor near
Port Gibson, Miss.

The city’s suit says NOPSI
President James M. Cain has
previvusly acknow ledged that the
City Council must approve the

company’s stock and bond <ales
and has said such action would
no! be undertaken without coun-
cil approval

But NOPSI has toid the SEC
that council approval is not

because of the 1982 trans-

fer of regulation of NOPSI from
the City Council to the Louisiana
Fuablic Service Commissior., the
suit says

NOPSI spokesman William
Tregre said. “Our lation is
presently before the Public Ser-
vice Commission, and they regu-
late our financing ™

The suit. however, says the city

Suit

From Page 1
and/or impracticable” for the «ity
Lo exercise its option to huy
NOPSI operations. :

The sale, the suit says, would

.
- 4
-

only gave the PSC cuntrol over
rates of NOPSI and LP&L"s
operations in Algiers. It says the
city did not give up control of fin-
ancing

PSC executive secretary Louis
Quinn said the agency does not
regulate securities sold by
NOPSL. brrl:xu the utility is
owned by a hok! ng company. He
said the h--ldmu_c-npmy I8 reg-

The =it also says that if the
stock and bond sale is completed,
it would become “impossible

says, “The city will be
incapable of financing the
ety :
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Plant cost
blamed on
public fear

By GUSTAV NIERUHR
Fast Jefferson bureau

= The public's fear of nuclear
gower, combined with increased
wegulations by the federal govern-

ent, have driven up the cost of

e Waterford 3 nuclear plant, a
senfor official of Louisiana Power
& Light Co. said Thursday.

* The plant, which ia scheduled
®d g0 on line by Juae, is now
sxpected to cost $2.7 billion, said
th S, “Mike" Leddck, LP&L's
sanior vice president for nuclear
operations. When construction of
the plant was annourced in 1970,
Waterford 3 was budgeted at
$730 million with a January 1977
ecwmpletion date.

w ‘The cost of Waterford 3
dicdn't have to be that much, but
Gankly the public had & Iot to do
alh it,” Leddick told the Rotary

ub of Metairie

“*Asked about that remark after
the me-tinz, Leddick said the
federal Nuciear Regulatorv Com-
mission. acting in responee to
pubhic concern about nuclear
accidents, “kept changing the
tules” on how nuclear plant:
shonld be built. The increased
salety regulutions caused con-
struction costs to double and per-
haps even triple at Waterfard 3,
he «aid.

“A lot of the problems with
nuclear energy ... have been
causcd because the public was not
as well informed as they should
have been,” Leddick said. He said
that the news media have often
taker a hostile attitude to nuclear
eneryy, rather then trying to edu-
cate the public to its benefits.

Led dick, a graduate of the U.S.
Navai Academy and a former

M

A

Roth 8. ‘Mike’ Leddick
LP&L senior vice [ resident

nuclear submarine command-r,
supervised construction of the
Prairie Island nuclear power
plant in Minneapolis.

Construction of the plant was
hampered by a series of delavs,
most recently in April, when the
NRC began sn unprecedented
investigation into the plant's con-
struction after receiving hundreds
of complaints from workers that
contractors had vi-lated safoty
standards. That investig . on nas
boen completed and last month
tie NRC granted LP&L a license
to operate Waterford 3 at 5 per-
cent of its capacity. However,
nearly # dozen NKC investiga-
tions of the plant and its manage-
ment by LP&L remain open.

Leddick said the six-month
investigation cost LP&L $150
million but it did not make the
plant safer.

While Leddick conceded that
Waterford 3's comp'etion will
cause electric bills to local cus-
tomers to rise significantly, he
said the plant will prove a good
investment in the long run. The
price of its electricity will not
increase with future inflation, at
least for several decades, he said.

P
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PRESS RELEASE

The City Council today released a report on the causes of the
blackouts which occurred in the City on January 21, 1%65. The
repcrt was prepared by a team of investigators hired by the City
Attorney at the regquest of the City Council. The team of
investigators included enginc;rs from Gulf South Engineers, Inc.
and R.W. Beck and Associates, and attorneys from the law firm of

McGlinchey, Stafford, Mintz, Cellini & Lang. A summary of the

facts discovered by the City's investigators are as follows:

: LOSS OF GENERATINS CAPACITY:

A substantial proportion ¢of the combined NOPSI/LP&L
generating capacity was lost on the morning of January 21, 1985
from causes reported by NOPSI/LP&L to be a combination ¢f winter
ard non-winter related conditions. The losses consisted of
generatcr shutdowns and limitations in the output of other
generators. When compared to the rated capacity c¢f the units
available and/or on-line before the first loss at 12:24 a.m.,
Monday, January 21, the order of the magnitude of lo:sses cof
capacity were: NOSPI 107, LP&L 64%, combined 56%. LP&L lost
2,051 MW (megawatts) of generating capacity out of a total
generating capacity of 3,852 MW. The only NOPSI generating unit
which was shutdown was Paterson #3, with a capacity of 56 Mw,

which shutdown at 11:23 A.M. from non-winter related conditions.

See attached tables.



2. TRANSMISSION LIMITATION

Transmission capacity limitations would hav 2 prevented any
substantial benefit from Grand Gulf, had it been available during

the power outage period.

3. APPORTIONMENT OF EMERCENCY LOAD SHEDDING (BLACKOUTS)

According to the Emerqenéy Reports, filed with the Department
of Energy, 35,000 residential customers of NOPSI and 40,000 to
50,000 residential ratepayers of LP&L were affected by the
blackouts. NOPSI/LP&L policy is that the load shed during an
emergency is based upcn a 2:1 ratio, i.e., LP&L will shed twice as
much power than NOPSI since LP&L's load is twice as large.
However, since LF&L was able to ultimately shed about 385 MW of
industrial load, and NOPSI only 9 MW from three industrials, the
ultimate burden placed on the residential ratepayers of LP&L was
very close to the burden con residential ratepayers of NOPSI, i.e.,
each had to shed about 200 MW of res:dential and non-industrial
load. Since the unwritten poclicy of NOPFSI and LP&L pertaining %o
the sharing of shedding in an emergency situation concentrates on
the total volume of the load, rather than on the kind of load,
NOPSI's non-industrial customers will bear = disproportionate
burden of cut-backs or cut-cffs in power in emergency situations.
NOPSI/LP&L maintain that this unwritten procedure is egually

applicable if NOPSI would have an emergency.

4. WINTER PROOFING DESIGN CRITERIA FOR GENERATING PLANTS

Data supplied by NOPSI/LP&L indicate that most of their steam

eiectric generating units are supposed to withstand a temperature

L ]



of 10°F with a wind velocity of 50 mph. The weather conditions

experienced on January 21, 1985 did not exceed the winter proofing

design criteria.

During December 1983, very similar temperatures, wind
velocity and direction were reported by NOPSI/LP&L. The utility
reports that a remedial piogram was undertaken to correct cold
weather problems identified in 1983. During the 1985 emergency,

NOPSI/LP&L report no breakdcwns of egquipment suffering breakdowns

during December 1983.

5. MOTHEALLING OF PLANTS

During December 1984, NOPSI began the "mothballing" of 193 Mw
of generating capacity at its Market Street and Paterson plants.
During the same period, 444 MW of generating capacity (Paterson
#4, Michoud #1 and #2) was taken out of service for scheduled
maintenance, including an anticipated long duration outage
(several months) of Michoud No. 2. The net loss of available
NOPSI generating capacity at the time of the blackouts was 637 Mw

or 50.7% of the total NOPSI generating capacity.

6. ~CURTAILMENT PLAN AND LOAD SHEDDING SEQUENCE

The Curtailment Plan adopted by the City Council on
December 7, 1978 by Resolution R-78-204 calls for rotating cutages
s0 that no particular area is out of power for a period exceeding
20 minutes at a time.
The Curtailment Plan provision calling for rotating

cutages not to exceed 20 minutes was not adhered to. Most outages



appear to have been substantially longer than 20 minutes while
some areas eligible for shedding appear not to have suffered
outages at all.

The priority list indicating the sequence of shedding
was not adhered to. The inability to adhere to the curtailment
plan ocutage duration regui:2ments and the shedding priority list
may have been affected by problems in the cperation of the remote
control switching and telemetry systems. NOPSI/LP&L are
investigating and report no conclusicn as to causes.

NOPSI furnished a map cf New Orleans showing areas
serviced by each feeder. On the East Bank of New Orleans, cne
feeder area experienced a loss of 0-2 lLiours of electric power, 13
feeder areas, 2-4 hours, 45 feeder areas, experienced 4-6 hours,
and 41 feeder areas were out of electricity for more than 6 hours.

54 areas experienced either no loss, or from the available data

losses could net be determined.

y OTHER REPORTED EMERGCENCIES

Eight other emergency reports were filed with the U.S.
Department of Energy concerning freeze-related problems on
January 21, 1985. Only one emergency (Detroit Edison in Detroit,
Michigan) was possibly due to an electric generator failure.
Detroit Edison lost 137 MW power output on a total of 5,380 MW, or
2.5% of their total load. The repcrt seems to indicate that no
residential ratepayers were deprived of their electricity. The

cther reports indicate that utilities in Maryland, Pennsylvania,

Michigan, Ohio and Virginia did not experience loss ¢of generaticn,




but experienced reduced voltage on transmission lines. Gulf
States Utilities lost power on a 500 KV transmission line. It
lost 600 MW on a line load of 4,450 MW (13.5%) and reported that
power was lost to 120,000 customers, mainly in Texas. It is
unknown how many customers were affected in the Lake Charles,
Louisiana area. No genera.or failures were reported by Culf
States Utilities. The cause of the problem was unknown. The
problem occurred at about 8:25 a.m. Power was restored at

11:00 a.m.

The report prepared by the City's investigators is enly a
preliminary report and did not reach any final conclusions
regarding the ultimate cause of the failures of the generating
units, the prudency of the procedures followed by NOPSI/LP&L
during the emergency, cor the prudency of policy decisions
regarding weatherization or "mothballing" of plants.

The report was prepared with the cooperation of and with

information supplied by NOPSI/LZ&L personnel.



Year of
Cammerclal Capaclty

Powerplants Unlt Operation K
Ninem!le 1 1951 66
2 1953 100

3 1955 125

B 9n 750

5 1973 150

SUBTOTAL: 1,791

Littie Gypsy 1 1961 244
2 1965 436

3 1969 570

SUBTOTAL: 1,2%

Waterford 1 1975 411
2 1975 400

SUBTOTAL: a1

1) Total capacity of 3 generating plants 3,852 Mw
2) Total generating capaclty out due to

forced losses 2,051 Mw
3) Total generating capacity out due to

scheduled malntenance 705 Mw
4) Total generating capacity avallable

or generating 1,096 MW

. Does not Include Buras (19 Mw) ,

Tn Ibodeaux.
Conflicting Information

LPAL UNITS IN AMITE AREA SOUTH®
DUKING OUTAGELS 1721785

1721765
Out MW Out
4:30 awm. 22."
.
4:3 a.m. % e
Dec. 1984
4:30 a.m. T
1:45 awm. 7%
an
1:48 a.m. 244
3:20 a.m. 4%
Jan. 1984
640
12:24 a.m. _40
400

Reductlon In capacity. See Appendix 4 of Preliminary Report.

P

\\

L

)\

Out Due To
Schoeduled

Malntenance

13%

15%

Thibodeaux (40 MW) Dally Log-Sheets show Buras off wntll 11 a.m.,

o M
/(b/ L(."I \I/

HBack on Winter Deslign
Line Criterla
1/21/8% ¥ _Wind Veloclty

3:08 p.m. ~ 1/22/85 -
3:40 pem. -~ 1 /22/85 s

1722785 10% 50 M
9:50 pem. -~ 1/22/85 10%Y 50 M
2:59 pem.

4:31 aem. -

0% None Stated
“Simllar to N, 2¢

7:26 a.m. or W :45 s.m.""
feb. 1985 (Estimate)

10% 50 M1
10F 50 M

Py

v

thereafter producing 3 MW and no output from

TARLE 1
Rovised 1/271-8%



NEW ORLEANS PUBLIC SERVICE, INC.
GENERATING UNITS DIRING OUTAGE S 1/21/8%

Date In For ced Out Due To Out Due To
Commerc|al Capaclty Outage Mw Schedul ed “Mothital ling® Back On
Plant It Operation (MW) 1/721/8% Out Malntenance  Starting 1/1/8% Line
Markat Street " 1938 36 36
12 1943 36 36
13 1954 3 =
SUBTOTAL ; 103 103
Paterson 1 1947 4% 46
2 1948 a“ 14
3 19%0 56 11:23 awm. 5 01/22/78%5 at 1:35 a.m.
+ 1954 ar ar 10:48 p.m, 01/21/8% (atter emorgency
unit tripped at 11:41 p.m.)
5 1967 16 3:12 a.m. On Line
SUBTOTAL: 249 56 87 90
Michoud 1 1957 13 1"ns Late Jan. 1985"
2 1963 244 244 May 1985"
(.f.sﬂntoﬂ
! 3 1967 548 2:22 a.m. sy"* 8:00 aum. - 530 MW
(January 21, 198%)
SUBTOTAL ; 905 58 357
1) Total capacity of 3 generating plants 1257 Mw

2) Total generating c Ity out due to

. forced losses (after'N| :23 a.m.) 56 Mw

3) Reduction In capaclty 58 Mw

4) Total generating capaclty out due to **Unsble to Increase load - at 490 Mw
“mothbal ling™ 193 Mw

5) Total generating capaclty out due to

schedulsad malntenance 444 Mw
TARLE 2

6) Total capacity avallasble or gnnerating 962 MW at 3:12 a.m. Rovised 1/27-8%
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Major power slackout is triggered by cold

By MARK SCHLEIFSTEIN
and FRANK DONZE
Staff wriiers

Jack Frost chose the dead of
night to wreak havoc with
switches and contruls that oper
ate four Lousiana Power & Light

Co. genercting ¢ ~ins early

y morung, ng one of
the worst hiackout Jhe electne
system’s huistory. -

And while power was restored
to Imost all residential areas in
the New Orleans ares by midday
Monday, utility and city officials
urged resadents and businesses to
limit usage through Tuesday w

avoid a repeat of the power
losnes.

The New Orleans City Council
called for an investigation of
whether rota o Hlackouts
ordered by LI &L wnd s sister
Fmer company, New & leans

ublic Service inc., after yungen-
erating faillures — were Tes-
sary

I'he umtial generating urrs
were caused by a combin  m {
reezing ramn, low Lempe.atu es
and wind conditions thot dr ;i sed
the chill’ factor below 0. said
NOPSI spokesman Bill Tregre
That causec a variety of elec
trome switches, hydraulic valves

-

and cooling water lines to freeze,
he sand

“We had taken some precau
tions and done some insulation
based on our experience last year
but evidently the msulation we
put in was not adeguate '.'g.f.')
tect us from the extreme cold we
experienced yesterday " Tregre
saud

He said most of the controls
are exposed to the weather, and
are not housed in protective
huildings because of the area's
mild climate. When the equip
ment failed. the plants’ computer
systems automatically shut them
down, Tregre said. To make up

for the loss of that power, the
utility officials diverted power
fromn other areas by ordering
rutating blackouts.

New Orleaus area busiriesses.
a-ked to shut down Monda
alternoon by the City Counc AK
were expected to resume normal
operatwns Tuesday

Nurth of Lake Pontchartrain,
residents in St. Tammany and
Washington panshes could be hit
by power outages if more
branches fall on lines and break
them. wificials saud

LP&L and NOPSI said they
were forced 10 cut power without
warning to more than 70,000

—

sleeping customers early Mond iy

Some customers vere without
power for as lng as six hours.

Utiliy officials said they had
to continue rotating blackouts
throughout southeast Lousiana
until midday Monday, leaving
thousands mare without po er
for shorter periods of time, to
avoid having the companies’
entire generating system shut
down

One [.P&L spokesman said the
rofling blackouts were dealt out to
NOPSI and LP&L customers “to
spread the griefl to as few peaple
as possible for the least amounts
of ime.”

The power outages added 1o
the discomfort felt by residents
attempting to cope with sub-
freezi ¢ temperatures, frozen
water pipes and dangerously slip-
pery streets and bnd res

But the blackout also sparked
a political tempest after LP&IL
spokesman Jim Fort said early
Monday that the outage under-
lined the need for adding the
Waterford 3 and Grand Guif |
nuclear power plants to the Mud-
dle South Utifities svstem.

His comments elicited mmed
ate eniticism from the City Coun

See BLACKOUTS, A-4
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:Blackouts
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cil and Public Service Commis-
~sioher John F. Schwegmann.
an During an ency council

“Lewis to explain the ontage.

“hinted that Lewis might be
Yoenaed if he deciines an invita-
"'u"lm'thy the

+ rated
$Blackouts.” Councilman James
_mnglﬁoa aaid alter the meeting.
lht) have decided that what,

we need niclear power and

ram it down our throats like

‘ve been doing all along.”

hwegmann said Fort was

ng for whatever shred of
M can get to
Justify the build those

units.” o ar

do is show us how much-

inoperstive for two months.
“If there is any (available)

power up North, there would be a
pmblo‘: relaying it to LP&L

_and NOPSI, ho.nd

| ]

The companies
mcypo.«homur‘l.md
severs! other power

The L-l.’.&'l.m“ :-m that
power
malfunctioned were Miie
Point Unit 5 on the West Bank
near Bridge City, Little Gvpsy
Station L‘mh 1 and 2 near tre
Bonnet Carre Qp:'-wly and
Waterford 2, & natural -
erating plant on the West ﬂ&
ufgt Charles Parish .
Making the «ituation worse
LP&!. and NOPSI officiels said,
was that two power planis o

.Michoud Genereting Statio:

have been shut down for more
than a month for routine mainte-
nance

Tregre said uueh maintenance
is routinely done during winter
_months because those months are

—.

the *°

-&u.m
e c.n:",:.'""'m District,
mm‘ = hpnmuld'
nes was

The St. Charles streetcar line
uud portions of the area around
it, to continue use of the street-
CAr.
» The Air Products and Chemi.
cals Inc. plant on Intracoastal
Drive in eastern New Orleans,

‘becauce that ny's m;c
tors were producing power f
NOPSI on an 10, geney basis.

In addition. individual distri-
bution lines 1o most area hos-
pitails, fire and police stations,

, sewerage and-water plants and

other essential services were not
cut off wherever possible.

‘Power was restored to all resi-
dential arees pxcept those cut off
u, beeaks in individual dmnbu
tion i.nes 292 pm.

unw. “ ;mdonu served bv,

. mmany

uwCo-wwnhs. -lpor!aor'

Mo, "+ for .

three parishes braced

NOPS! spokesman ‘Richard Normally a time of low power m)m Mt of m interua.

&u‘t‘hguld b:ho additional m
Gulf #and WneﬂntM when

mrh‘lﬁ?lﬂ:':mﬁmld \m"’"'“ \hy

changed the sitdation,consider.

e
- i

soo,»

"Buiully. nc;.yg&u .

ﬂl
{ electricity with no Mclup.
u&. in trouble.”

Mnmluh Mﬂlm
& Light Co. officials

rand

. Gulf 1 was operating at only § .

pescent of its eapacity un Sunday
.n'(li"ll ple expected
e plent now is to
be increased to more than 60 per-
cent of its capacity next week
during its third stage of testing
. before commercial operation,
{ MP&L wolnmnn Lincoln

Warren said its sister utilities in.

" Louisiana had not requested that
Gn:dcdlpmmm
on an is o
alleviate the blachist. Hé mid 1o
.did not know if such a move
would be feasible under federal
Nuclear Regulatory Commission

And Guthrie said » trans-
former normal to relay
power from Ark?--as has been

Wlw.wblbnl
ﬁtm'x:a for New
‘Was an-

T eil in
‘l,l?n Fort 2{»@
never m»m
Bm all four LP&L plants
240 a.m. and

&uﬂl nubt'i wlzcmum in
the teens caused demand for
power greater than what the elec-
tric c¢-op could provide. As a
resu’, about 5,000 homes were

power at various times.
iIn thf norghern part of St.
. Tammany and in parts of Wash.
" ington and Tahgipahoa parishes,

1mnn.lhcmmum.(.bommnd&nu went with-

notily
tomers manu-_
facturing executives to limit thm

electricity usage.

The magnitude of the er
fuss also meant that reducing
voliage by 10 percent, snother
option in the emergency plan,

would nnt ks
option, Fort said, was

The
to cut of chunks of custom-

. ers as quickly as possible to avoid

the loss of power to all of south-
east Louisiana.

Once utility officials
situation under control, they
hegan to rotate the blackouts in
moot nnu That meant \umh.

lines at
nnch stations throughout the
Omm area on a rotating

Thcon areas whose pow
-nmn:lynﬂmthonmv:d

iu‘nu‘tmlcm- - out electricity fur abou
business and

the *

t an hour
sfter midnizht, said operations
manager Gerald Brumfield.

The electric co-op decided
against alternating power to vari-
ous areas the company serves,

said Brur'rl'd whe nm-i thc
co-op's 26.000 ~urtnmers 1,
serve electricity.

Central Louiiana Electric Co..
which serves the rest of the par
ish, had mure power than i
needed Monday and was provic
ing some of it to Middle Sout
Utilities, a spokesman said. |

About 5,100 CLECO custon
ers, mostly in the Slidell are
were without power Sunday whe
a LP&L line under constructio
=" seross a CLECO line.

Although power was restored
to most areas within a few hours,
60 customers were without elec-
tricity for 14 hours, he said. v
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An analysis

Mistrust
tarnishes
utilities

By LYNN CUNNINGHAM

Staff writer

The executive secretary of the
state Public Service Commission
van remember when Louisiana
Power & Light Co. was “the dar-
ling of the nation'’s utility indus-
try” -~ a company that was so
well run its executives asked (o
reduce rales 26 times in the past
GO years.

New Orleans City Attorne
Salvador Anzelmo recalls wit
fondness a New Orleans Public
Service Inc. of days gone by, a
“paternalistic” utility known sim-
ply as “Public Service” that sup-
plied cheap power and ran a
money- making Lransit system.

But that sweet harmony has
soured. State and city officisls
say now that they see the two
New Orleaps area utilities as
untrustworthy satellites of the
Middle South system, ready to
sell out local interests to the cor-
porate good

Tuesday, New Orleans City
Councilman Wayne Babovich
said tha. . " the council voted now,
it would take over NOPSI and
the Algiers operations of LP&L
because the companies can no
longer Le trusted to protect rate-
payers.

Monday, Councilman James
Singleton charged that the utili-
ties created extensive power out-
ages during a cold ruap as a ploy
to garner support for their
nuclear plants, Waterford 3 and
Grand Gulf 1.

The same day. PSC members
in Baton Rouge lambasted utility
ufficials over their plans to

Sece UTILITIES, next page
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Utilities
From A-21
increase the amount of poyer

LP&L and NOPSI will buy from °

the~$3.4 billion Grand Gulf 1
planl in Mississippi.

The utilities’ local image has
golten so bad, several ubservers

say, that if voters were asked’

again to return regulatory control
over them to the City Council,
the measure would pass.

A similar referendum failed by

‘a few hundred votes in 1983.

Councilmen Monday introduced
legislation to cail a May 4 refer-
endum vn regulatory cantrol.

“It's turned around,” said
Councilman Juseph Giarrusso,
one of the measure's authors.
“*People have a better under-
standing of what the issues are —
the rate impact of two nuclear
puwer plants.”

Observers who say the utilities’
image has decayed cite several
actions by company executives.

For examiple, cily officials are
angry because they say NOPSI
tried to claim a large share of g
court-ordered refund granted the
city and the utility from a gas
supply company.

Alsu, the utilities have said
that when the PSC assumed reg-
ulatory control in 1982, city offi-
cials lost sume other contruls
over NOPSI and LP&L. /

But the biggest blow to the uti-
lities” relations with government
and the public scems to be the
devision this month by James M.
Cuin, presidcut of NOPSI and
LP&L, to increase the com-
panies’ share in Grand Gulf 1
electricity — a decision made
without notifying the council or
the PSC.

State und cily officials reacted
loudly and quickly, saying that
NOPSI and LP&L capitulated to
pressure from their parent com-
pany, Middle South Utilities Inc.,
which in turn was feeling political
pressure frous Arkansas. Middle
South owns LP&L, NOPSI,
Arkansas Power & Light Co. and
Mississippi Power & Light Co.

LP&IL and NOPSI had sup-
ported the cost-sharing plan pro-

posed by the PSC. It also was

Exhibit 5

'ndupled by a l’cdu.'al Energy

Regulatory Commission judge,
who recommended it to the full
coninission. The FERC regulates
interstate power sales and will
have the final say over how
Grand Gulf 1 power s split up.
PSC consultants say the utili-
ties' new cost-sharing plan will

. cost Louisiana ratepavers hun-

dreds of millions of dullars in
increased electric rates. Ulility
executives say that the plan wili
beneflit Louisiana ratepayers in
the long run.

At Monday's PSC meeting,
Cain aud Middle South Chair-
man Floyd W. Lewis were extoll-
ing the virtues of the new pro-
tuual. Commissioner Louis

ambert of Gonzales sat 10 feet
away. :

“Why should we believe any-
thing you're saying today.” Lam-
bert said, “when you-told us
months ago that you backed our
position (in the cost-sharing
158u€) — reversing your position
without telling us, embarrassing
us. A credibility problem now
exists and you created it.”

Cain acknowledged that he
may have lost credibility with the
PSC, but said he hoped the comn-
mission would understand how
hard it is Lo please electric cus-
tomers in three stales.

New Crleans City Councilman
Mike F-+ly said he has noticed a
“subtiv, but definite change in
NOPSI's corporate image” in the
community, and attributes it to
NOPSI's increasing identification
with Middle South.

“NOPSI is not the curporate
citizen it once was in New
Orleans,” Early said. “Its imnhge
now is that of a subsidiary of a
mammoth, multistate corpora-
tion thai acts for the benefit, not
of New Orleans and lLouisiana,
but for system as a whole.”

Babu.ich said that to mend
fences, NOPSI and LP&L would
have to support a Grand Gulf 1
cost sharing plan more favorable
to New Orleans area customers
than the Middle South plan.

“NOPSI has got to stop play-
ing games,” Le said, “either admit

tiny, or work with us to battle
the dominant companies.”

“ it doesn't have control of ils des- .I
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Clty probes

power

plants

aiter outage

By LYNN CUNNINGHAM
and MARK SCHLEIFSTEIN
Stalf writers

New Orleans city officials and
energy consultants toured New
Urleans Public Service Inc gen-
erating plants Tuesday in a coun-
cil-urdered investigation into the
Monday blackouts that left
70,000 without electricity in sub-
freezing temperatures.

Meanwhile, the president of
Lannsiana Power & Light Co. and
NOPSI said Tuesday that a city
councilman’s charges about the
power [alures were a “slap n the
lace.”

Councilman James Singleton
accused utility officials of master-
minding the blackouts Lo suppornt
the cumpanies' contention that
‘nuclear plants will provide better
service fur Louisiana custumers

Singleton made the charge
Monday, and the council called
fur the investigation of NOPSI's
rotating power cutoffs. The util-
ity said the cutuffs were needod
because high demand was throat
ening Lo throw the entire New
Orleans area into darkness.

City Atitorney Salvador
Anzelmo said the investigation
group, which includes city law-
vers and engineers from a

é " gl A
Pt \’%’ \ ":
H85 T
A o
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James M. Cain
It was a ‘slap in the face’

national consulting firm, wants Lo
know whether NOVPSI and LP&L
are to blame for the outages and
whether NOPSI was selling elec-
ity w LP&L

Utilities President James M
Cain said at a hastily called press
conference, "We have no mare
orchestrated the blackouts than
the Sewerage & Water Board
orchestrated low waler pressure

See BLACKOUT, next page

Blaclkout

From Pago 21
To say we did this it in pooc
lllu

Cain, describing Monday * ‘00 4
hell of doy gave several reasuns
for the blackouts:
» A transfermer m!fumlmnﬂl
prevenling power from an LP&L.
and NOVSI-sister subsichary in
Arkansas from reaching the area.
» Several power plants wer: dis-
assembled for scheduled winter
maintenance and couldsi't be res-
tarted i Lime.
» Insulstion of outdoor controls
was inadequate at LP&L's gas-
and vil-fired generators. Cain
said engineers and (echnicians
didn’t expect the below-zero
wind-chill factor. He also said
that cuntrols at two &.2a nuclear
plants, Waterfurd 3 and Grand
Gulf 1, are indours and nol sus-
ceptible to freezing.

Cain alsu said 8 comment by a
utility spokesman that power
from Waterfurd 3 and Grand Gulf
1 cusld have prevented the black-
outs has caused him "a lot of
griel.”

He said he cannut understand
“the psychology behind Lhe pub
lic's reaction o the compent,”
and said the remark was inlended
to shuw that the two plants could
have pruvided more power L0 Lhe
area.

Both the $2.75 billion Water-
ford 3 and $3.4 billion Grand Gulf
1 are years behind schedule and
many times over budget. Both
are scheduled fur commercial
vperation later this year, and
buth will furmsh electricity Lo
LP&L and NOPSI customers.

Meanwhile, as warmer wealher
thawed the New Urleans area
Tuesday, eleciiic power was res-
tored to all but o few LP&L and
NOVSI custumers.
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Blackouts
defended
by ufilities

By LYNN CUNNINGHAM
Stofj uriter

Local utilivies, in a series of
planned emergency power out- -
ages during height of last
‘week’s record-breaking cold uup
tried to follow mopud i
try practice and New Otlulu .
City Couneil emergency guide-
l;“" utility engneers said Mon-
doy

Local utility e s called a
press conference Monday W tell -
their version of the stury belund
the controversial Jan. 2] area-
wide outages that Jeft 70,000 elec-
tricity customers without power
for hours in the midst of a freez-
ing temperatures.

"Wo did what the plan called
for," said Jerry Saacks, chief
engineer for Power &
Light Co. and New Orleans Puh-
fic Service Inc.

Saacks said the rutating black-

. cmu“wunumwpmontl
cascading situation which could
have result>d in a complete area
blackout of al! customers.”

Utility spokesman James Fort
said the blackouts were in line
with netiovnwide uti ly practices
and emergenc mudelines laid out
in 1978 by the council.

But New Orleans City Council-
man James Singleton who
accused NOPS! and LP&L of
urchestrating the blackouts to
emphasize the need for two
nuclear plants, said he is not con-
vinced (e plan was fullowed.

“I'm not satisfied they fullowed
the plan.” Sinrieton said. “They
think they did. But it's obvious to
me they did not. They can't jus-
tify tha. Lh? followed the plan.

Fort said, “"We fullowed the
pl:;;mw plan to the extent we

Fort said part of the plan
called for planned power vutages,
but only for durations between 20
and 30 minutes. Those guidelines
were not followed, Fort said,
because of the crisis situation and
fear that equipment turned on
and off frequently might break.

“It was a judgment call,” Fort
saud.

According toa utility report,
11 of the 16 generators that sup-
ply power W metropolitan New
Orleans wore either operating or
available to generate the day
before the cold front swept

- Ses NOPSI A-4

AR AR 5

Exhibit 7

"NOPSI

From Page 1 -
through south Louisiana. Those
11 plants, MMMy said, would
more enough power
m-u. Jefferson, St. Ber-
nard, Plaquemines and St.
harles -
But utility did not predict
that sub-zero wind chill s
would freeze outdoor controls and

down, the ining units hed o
take up the slack, their transmis-
aion lines at near capac-
ity levels to di the power,
according unhwmhabr
0 prevent the of trans-
mission lines that utility officials

entire metropolitan area, LP&)
initiated outages. NOPSI soo
followed.

quate protection for outsid
power equipment.

But Singleton accused th
companies of ignoring prope
maintenance

Nopsuidw&!.m.ou
(the two nucle
1 and Wate

, Spmd for that thoy has
rately created the

ment to
said.
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NOPSI sved for $100 miliion in blackout

By SUBAN FINCN
end LYNN CUNNINGHAM

St writers

" A leading utility critic Wednes-
dy filed a $100 million class
action suit agaiost New Orleans
Public Service Inc., clsiming
conpany negligence caused Mon-
day's extensive power blackouts
during subfreezi tures.

Former City Councilman and
Public Service Commissioner
Brod | gert filed the suit in Civil
Dustric. Court on behalf of sev-
eral New Orleanians, charging
that 70,000 NOPSI customers
suffered property damage and
persons! discomfort hecause of
the eight-hour blackout.

-

NOPSI ha . ssid the outages
were necessary because power

demand in the itan area
exceeded L the imbal-
ance could coused a wide-

spread blackout.

But Bagert claims NOPSI had
sufficient power to serve its cus-
tomers but diverted some of it to
newghboring Louisiana Power &
Lig t Co., also threatened with
losii.g power.

He also claims that NOPSI
manac- ment ordered generating
units disassembled for routine
maintenance during the winter
months when customer demand

i« high.
“At no point,” Bagert said,
“did NOPSI not have enough

generating capacity to supply the
oy”

NOPSI Senior Vice President
John Cordaro, who called
Bagert's suit harassment, said the
companies bought and sold power
to each other during the outage,
Mm'ytopmwﬂludam
blackout.

‘Total blackout was a real
alternative,” Cordaro said. “The
integrity of the entire system had
to be maintained, so we (blacked
out areas) to bring back stabil-
ity.”

Cordaro said utility ¢ gineers
will present a report to the New
Orleans City Council Thursday
explaining the reasons for the
intermitlent power outages. City

engineers also will present their
own report.

Cordaro said he is not sur-

rised Bajert filed he suit. | e

Lal attorney is a leader in the

fight to return regulatory control

of NOPSI to the City Courcil

¢nd to buy out NOPSI to avoid

purchasing high-cost power from
a Missis .ppi nuclear plant.

“l question his motives,” Cor-
daro said. “He is » leader in the
drive toward municipalization,
Every opportunity he sees as a
pos ible argument to further his
de< re to move this city towar’
municipalization, he takes.”

I’PI had adequate notice
lhnt temperatures would drop,
but faile | to Lrike sufficient mea-

sures to “ensure tufﬁont”d 'l:;:
cal power for heatiog a r
electrical needs,” according to the
suit.

Bagert said he didn't know the
other plnvmﬂ'n rmnnlly. but
they had called
express their anger over ﬂu
blackou s

Also Wednesday, NOPSI was
sued for mo e than $1 million by
the vwr s of a 2703 Ursulines
Ave. grocery that burned Monday
morn ng after electrical power to
the wrea was shut off.

Seven Seas of Harvey Inc.,
which operates Bayamo's, sued
with store operators Jose
Jimenez and his wife, Norma,
claiming NOPSI shut off power

thﬂowol;.nno
bml!mpn ected by the power

negligence, includi
warn its customers
of operating heating units when
electrical power is cut off and
fliluk;:toh‘l!thﬂrnof‘uinb
buildi when power has been
slowx-

8 ITQTYX3
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My name is Gary L. Groesch. I am the Research Coordinator of the
Oystershell Alliance/Save Qur Wetlands (Joint Intervenors) interven-
tion into the operating license of the Waterford 3 nuclear power
plant. I attended a meeting on January 25, 1985 at the Waterford 3
facility wherein Louisiana Power & Light (LP&L) officials briefed
Nunzio Palladino, chairman of the Nuclear Regulatory Commission,

on the present status of the project and a possible timetable for

attaining an upgraded license.

During the six-hour discussion and tour, I had occasion to speak
with R. S. Leddick, Vice-President of Nuclear Operations, about
the extensive rolling blackouts that occurred on January 21 in the
LP&L and New Orleans Public Service areas. I mentioned that the
initial reports on the blackouts (see reports) indicated lack of
preparation on behalf of LP&L managers. 1 questioned him concern-
ing his responsibility during the episode. He responded that his
duties were concentrated on the nuclear project, not the failed
fossil units. He said fossil operation and maintenance were the

responsibilities of "Maurin and Aswell."

These two men, D. L. Aswell and Lee Maurin, were the former senior
LP&L personnel at the Waterford 3 facility throughout the 1970°'s
and into the 1980's until the arrival of Leddick and his "team."
Aswell was Vice-President of Power Production; Maurin was Plant

Manager and Vice-President of Nuclear Operations.

Aswell and Maurin are now the Senior Vice-President of Fossil

Operations, pectively.

Operations and Vice-President of Fossj

r

Gary L. Groesch

.."-4,. s W il llarll e wj-;-.‘(' (;/;1- 2
Uon 230k iy f Palmny 1755
il T . :
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SECOND REPORT
ON LOSS OF ELECTRIC POWER IN
CITY OF NEW ORLEANS ON JANUARY 21, 1985

Submitted to City Council
on January 29, 1985

To Supplement
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of January 24, 1985

McGlinchey, Stafford, Mintz,
Cellini & Lang

Gulf South Engineers, Inc.
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INTRODUCTION

This is the Second Report pursuant to Council
Resclution 85-35. The resolution calls for a "full and complete
investigation with regard to the 'rolling blackouts' of electric
power in the City on January 21, 1985 and the necessity for the
blackout."

This report incorporates informstion and facts not
available or researched at the time the First Preliminary Report
was submitted. Also included are revisiors of some tabulations.

This report is a preliminary report, limited te facts
obtained from NOPSI/LP&L and several other sources such as the
U.S. Meteorological Service. Facts obtained from NOPSI/LP&L were
furnished by Plant Managers and Management Fersonnel and not
directly from operators on duty at the time events occurred.
Information however, did include logs which we understand from
NOPSI were prepared by the operators. Information obtained from
NOPSI/LP&L also included data automatically recorded.

During January 22 and 23, meetings were held with
NOPSI/LP&L including visits to generator units which experienced
outages. The investigating team was not informed at that time
about generators at Nine Mile and Michoud which were limited in
output during the crisis period. Therefore, the Team did not
have an opportunity, while inspecting Unit #5 at Nine Mile to
inspect generating units nos. 1, 2 and 4 which were also limited
in output. Information furnished the evening of January 23 first

revealed the Michoud No. 3 and the Nine Mile units 1, 2 and 4



problems. Those units were thus not included in the First
Preliminary Report technical section, "Exhibit A", prepared by
R. W. Beck.

This report deals mainly with factual issues as did the
Preliminary Report. It is not an ingquiry into policy decisions,
into the identity of those making decisions, or of those at whose
direction any decisions made were implemented. We were unable to
examine the decision making process and how any of the policies
were adopted, as this was an area in which LP&L/NOPSI's legal
counsel refused to allow any inguiries in by the Investigating
Team.

In the short period of time available to prepare this
report, it has not been possible to collect sufficient informa-
tion to reach any conclusions regarding the adequacy and prudency
of winter procfing programs in comparison to standards common to
the utility industry.

We have not reached any final conclusions regarding the
ultimate cause of the failures of the generating units, the
prudency of the emergency procedures that were followed, or the
reascnableness of the policies under which NOPSI and LP&L
initiated the shedding of its loads. This report is not intended
to be, and should not be considered a complete repcrt on all of
the facts involved.

NOPSI/LP&L personnel have worked long hours to gather,
reproduce and identify material furnished at the request of the

investigating team. We are appreciative of their cooperation.



Year of

Commerclal

werplants Unit Operation
nem | le I 1951
2 1953
3 1955
4 9n
5 1973
tle Gypsy ' 1961
2 1965
3 1969
terford | 197%
2 1975

1) Total capacity of 3 generating plants

2) Total generating capacity out due to

forced losses

3) Total generating capacity out due to

scheduled malntenance

4) Total generating capacity avallable

or generating

LPGL UNITS IN AMITE AWLA SOUTH®
DURING OUTAGE S 1721785

Ot Duwe To
Capacity V/21/785% SCheduled
M Out MW Out Ma | ntenance
66 4:30 o.m. e
100 4:% a.m. se" "
12% Dec. 19684 13%
7% 4:30 a.m. T g .
150 1:45 aem. 750
SUBTOTAL: 1,91 9n 13%
244 1:48 awm. 244
436 3:20 a.m. 436
570 Jan. 1984 570
SUBTOTAL: 1,2% 680 570
411
400 12:24 aome. 400
SUBTOTAL : 8 400
3,852 Mw
2,051 W
705 Mw
1,096 M

Hack on
Line

1/21/85%

3:08 pem. -~ 1/22/8%
3:40 p.m. ~ 1 /22/85
1/722/85

9:50 peme -~ 1727785
2:59 pem.

4:31 aum.

7:26 a.m. or W| :45 s.m.""

Feb. 198% (Estimate)

Winter Design
Criterla

¥ _wing Veloclty

107 50 v
10F 50 W

OF None Stated
*Slalisr to N, 2%

10°F 50 Wy
10¥F 50 Wy

Does not Include Buras (19 MW, Thibodesux (40 Mw) Dally Log-Sheets show Buras off until 11 a.m., thereafter producing 3 M and no output from

Thibodesux .
Confiicting Information

e Reduction In capacity. See Appendix 4 of Preliminary Regort.

TARLE )
Revised 1/27-85



Plant It

Market Street n
12
3

2)

3)

4)

5)

NEW ORLEANS PUBLIC SERVICE, INC.
GENERATING UNITS DURING OUTAGES 1/21/8%

Forced Out Due To
Outage Mw Scheduled
1/21/85% Out Ma | ntenance

Out Due To
“MothBal i lng™
Starting 1/1/85

1963 244
1967 548

SUBTOTAL: 905

Total capacity of 3 generating plants

Total generating c Ity out due to

forced losses (after I! 123 a.m.) 56 MW

Reduction In cepacity 58 Mw

Total generating capacity out due to

"mothbal ling” 195 Mw

Total generating capaclty out due to

scheduled malntenance 444 M

Total cepacity avallable or generating 562 MW at 3:12 a.m.

i

36
36
3

01/22/85 at 1:35 a.m.

10:48 p.m, 01/21/85 (after emergency
unlt tripped at 11:41 p.m.)

3:12 a«m. On Line

Late Jan. 1985"
Moy 1985"
('(sﬂ.o'u)
8:00 a.m. ~ 530 MW
(Jonuary 21, 198%)

**Unable to Increase load -~ at 490 Mw

TABLE 2
Revised 1/27-85%



TABLE 3 -- RETAIL CUSTOMER MIX - 1982 *

LP&L
Electric
Operating
Retail Customers KWH Sales Revenues
Class No. 3 (Millions) % ($000,000) %
Res. 478,360 88.6 6,429 27 364.0 30
Com. 52,001 9.6 3.130 13 183.0 1§
Ind. 6,618 1:2 12,997 54 574.0 48
Govt. e - - - -~ - -
Other 3,408 0.6 1,385 6 74.5 6
Total 540,387 100 23,941 100 1,195.5 100
NOPSI
"Electric
Operating
Retail Customers KWH Sales Revenues
Class No. % Millions % $000,000 %
Res. 177,700 90 1,700 35 107.1 35
Com. 1,631 34 109.1 36
Ind. 756 16 40.8 14
Govt. 756 16 43.3 14
Other - - -
Total 198,400 100 4,843 100 300.3 100

* Source - 1982 Annual Reports



ZABLE 4 -- RETAIL CUSTOMER MIX - 1983

LP&L
~ Electric
Operating
Retail Customers* KWH Sales* Revenue*
Class No. % Millions % Millions %
Res. 487,148 88 6,274 28 358,840 31
Com. 53,812 10 3,168 14 186,822 16
Ind. 7,503 | 11,491 52 529,649 47
Govt. 3,562 1 1,308 06 69,432 06
Other -
Total 552,025 100 22,238 100 1,144,743 100
NOPS1I S
Electric
Operating
Retail Customers** KWH Sales* Revenue*
Class No. Millions $ Millions 3
Res. 179,800 89 1,643 34 97.8 35
Com. 18,600 9 1,654 35 104.3 37
Ind. 1,100 | 728 15 36.4 13
Govt. 1,600 1 762 16 41.1 15
Other - - -
Total 201,100 100 4,787 100 279.6 100

* Source - 1983 Annual Report

** Source - LP&L/NOPSI




TABLE 5 -- RETAIL CUSTOMER MIX - 1983

LP&L Customers Affected by Outages

LP&L
Retail Customers

Class Number Percent
Residential 213,060 89.7
Commercial 20,810 e.8
Industrial 2,330 1.0
Governmental 1,220 0.5
Other -
Total 237,400 100.0

-7-




REPORT OF FACTS FOUND - Il

The following are revisions and additions to the five
facts presented in the Preliminary Report of January 24, 1985
as well as new facts identified since. The original set of
facts (numbers 1 through 5) are presented in Appendix 6.

The numerical seguence is continued here for the new

facts.

ITEMS 1 AND 2 -SEE AFPENDIX 6

3. APPORTIONMENT OF EMERGENCY LOAD SHEDDING AMONG NOPSI AND
LP&L SERVICE AREAS:

Additional Informaticon:

Records of load shed and commands for shedding of
load furnished by NOPSI/LP&L indicate that from the
commencement of load shedding effcrts the two to one policy of
allocation of load tc be shed was maintained. By about 1.25
hours following the first shedding and until return to normal
the ratioc of load shed was approximately three to one with the
LP&L service area enduring three times as much as the NOPSI
service area. This relates to total load shed without regard

to class of load as to industrial, commercial or residential.

4. WINTER PROOFING DESICN CRITERIA FOR GENERATING PLANTS:

NOFSI/LP&L incdicate that freeze protection, minimum
temperature and maximum wind velocity used by NOP3I1/LP&L as

design criteria for the original design or subseguent freeze



protection of steam electric generating units is generally more
severe than that encountered during January 198S5.

Table No. 2 contains freeze protection general
criteria for temperature and wind velocity as furnished by
NOPSI/LP&L for several steam electric generator units.

The current freeze protection general design criteria
was developed following record setting cold weather of January
1962. See Appendix No. 8 for a tabulation of those conditions
in comparison to conditions recorded in December 1983 and

January 1985.
5. See Appendix 6

€. LOSS OF GENERATING CAPACITY:

A substantial proportion of the combined NOPSI,/LP&L
generating capacity was lost on the morning of January 21, 1985
from causes reported by NOPSI/LP&L to be a combination of
winter and non-winter related conditions. The losses consisted
of gensrator shutdowns and limitations in the output of some
generators. When compared to the rated capacity of units
available and/or on-line before the first loss at 12:24 a.m.,
Monday, January 21, the order of the magnitude of losses of
capacity were: NOSPI 10%, LP&L 649, combined 56%. See

Preliminary Repcrt, section "Chronoclogy of Events".



7. COMPARISON OF ACTUAL LOAD SEEDDING SEQUENCE AND PRORATION
VERSUS CURTAILMENT PLAN AND SHEDDING PRIORITY SEQUENCE:

The Curtailment Plan provision calling for rotating
ocutages not to exceed 20 minutes was not adhered to. Mcst
outages appear to have been substantially longer than 20
minutes while some areas eligible for shedding appear not to

have suffered outages at all.

The priority list indicating the sequence of shedding
was not adhered to. The inability to adhere to the curtailment
plan outage duration reguirements and the shedding priority
list may have been affected by problems in the operation of the
remote control switching and telemetry systems. NOPSI/LF&L are

investigating and report no conclusion as to causes.

NOPSI furnished a map of New Orleans showing areas
serviced by each feeder. On the East Bank of New Orleans, one
feeder area experienced a loss of 0-2 hours of electric power,
13 feeder areas, -4 hours, 45 feeder areas, experienced 4-6
hours, ;nd 4]l feeder areas were out of electricity for more
than € hours. 54 areas experienced either nc loss, or from the
available data losses could not be determined.

We were not provided with a feeder area map for the
affected LP&L area. Hence, the location of the feeder groups

tripped for Algiers could not be determined.

«10-



Review of the LP&L Southern Contreol Daily Switching Log
and computer generated power shedding report dated January 21,
1984 reveals that Algiers is serviced by LP&L's Lower Coast and
Holiday Substations. Six service areas were blacked out in
Algiers through switches in the Holiday Substations and each
outage lasted about three hours. LP&L also shed loads through
the Lower Coast Substation, cutting power to two Algiers
service areas, with one outage lasting about 2.5 hours and the

other lasting a total of about two hours.

8. RESERVE CAPACITY FOR POWER SUFPLY LOSS CONTINGENCIES

NOPSI/LP&L maintained approximately 1500MW of excess
supply capacity as of the evening of January 20, 1985 in excess
©f the expected peak area load. Normal contingency planning
dces not anticipate the disintegration of the system to the
extent that it occurred. The large number of steam electric
generator unit ocutages and reduction in output is highly

unusual, and was unigue in the country. (See Appendix 3).

ells



PROTECTION AGAINST FREEZES:
WEATHERIZATION OF LP&L'S POWER PLANTS

A. Weatherization Program

The freeze of January 21, 1¢85 was not unexpected.
Freezing weather had been predicted one or two days before
January 21, 1985 (See Appendix 9). The MSU dispatch centers have
teletype connections with the Weather Bureau. The Companies no
longer use a consulting meteorclogist. In answer to our
guestion, whether the companies had written procedures regarding
weatherizing the plants we were told that there were no written
procedures (See also Appendix 5, which is the response tc our
request for information on this point), but that only LP&L/NOPSI
of the MSU companies, were in the process of preparing
procedures. Company officials stated that after the Christmas
1983 freeze, a formal program was undertaken. All freeze related
problems were identified, a remedial program was developed and
reported to all plants within the Middle Sou System. Specific
remedial measures were taken with respect to individual eguipment
items and systems. General remedial action was undertaken
including protective sheathing on walls around certain areas. As
of our plant visits on January 22 and 23, 1985, work was
incomplete on some enclosures and walls. We were not able to
investigate the status of other measures as details of those
measures were received later.

Upon receipt of an impending freeze warning, NOPSI/LP&L

advised that plant managers act at their discretion and in their




best judgment to effect additional last minute measures for
freeze protection in additicn to those mandated by p..ior

directives.

B. Cost of Weatherization Program

Members of management of both companies and plant
managers at the various powerplant sites alike volunteered the
information that the implementation of a weatherization freeze
protection program was hamperec and delayed as a result of a lack
of funds. "We are strapped for money," was the often-heard
complaint. The lack of funds was not attributed by the Companies
representatives as being the result of any regulatory actions.

Time did not permit a thorough review of the adequacy
of freeze protection measures or of the maintenance programs as
to any potential relationship to the failures. Nor can we
evaluate whether any budget constraints contributed to the
failures of equipment. It is recommended that the Council urge
the Companies to make the necessary financial resources available
for the protaction of the powerplants from cold weather a
priority. A thorough reevaluaticn of all systems and subsystems
for any factors affected by subfreezing weather should be
undertaken as a company-wide formal program. The re-evaluation
program should invelve design engineering personnel in addition
to operating personnel and should involve a formal examination of
every system and subsystem for vulnerability to freezing,

identification of possible failure modes, identification of



specific freeze protection measures; determination of monitorihg
techniques for verifying the operation of measures. Particular
attention should be directed to instrument air systems and
pressure sensing lines. Indicating systems not in control loops
but which may be required for backup manual operation or
confirmation of critical data should receive the same priority

for freeze protection as control loop systems.
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ELECTRIC POWER SYSTEM EMERGENCY REPORTS

Filed on January 21, 1985
With the U.S. Department of Energy

Ten reports were filed under the Power System Emergency
Reporting Procedures guidelines of the Department of Energy (See
Appendix 3). The criteria determining when a report must be filed
are summarized at Appendix 4.

The reports of NOPSI and LP&L represented two of the ten
filed. LP&L reported at 4:08 a.m. that it began losing power on
its 2100 MW system and that seven or eight industries voluntarily
dropped their load and that 40,000 to 50,000 customers were cut
off on a rotating basis.

NOPSI reported that at 4:08 a.m. it "began to lose power
generat.on on a 600 MW system." It did not state that the power
generators lost were not NOPS1's power generators, but actually
LP&L's generating eguipment. No power plant unit on NOPSI's
system was shut down until 11:23 a.m. The only problem that
occurred prior to 4:08 a.m. on NOPSI's system of which we are now
aware, happened at 2:22 a.m. when NOPSI was unable to increase the
load on its Michoud #3 station to more than 490 MW. Michoud #3
has a capacity of 548 MW. NOPSI officials claim that the
reduction in power was due to various weather related problems.

By 4:08 a.m., NOFSI was instructed to shed an additional 100 MW

after the first instruction to shed 100 MW four minutes earlier.
The Emergency Report further stated that two major customers

voluntarily dropped their load and that 35,000 residents shared on

a rotaticn of power basis. t stated that the loss of power




generation was caused by freezing weather conditions. However,
freezing conditions were not responsible for the loss of any
generator and Paterson 3 (87 MW) shut down at 11:23 a.m. with
problems, which, according to information we received from the
Companies' officials, did not appear to be freeze related.
Moreover, at the time that Paterson 3 went out, NOPSI had been
given approval to pick up, or was actually picking up, load (See
Preliminary Report Appendix 3).

According to the Emergency Reports, 35,000 residential
customers cof NOPSI and 40,000 to 50,000 residential ratepayers of
LP&L were affected. The Companies' officials informed us that the
load shed durin; an emergency is based on a 2:1 ratic, i.e., LP&L
will shed twice as much power than NOPSI, as LP&L's load is twice
as large. However, since LP&L was able tc ultimately shed about
385 MW of industrial load (See Appendix 10), and NOPSI only ¢ MW
(See Appendix 11) from three industrials, the ultimate burden
placed on the residential ratepayers of LP&L was very close to the
burden on residential ratepayers of NOPSI, i.e., each had to shed
about 200 MW of residential and non-industrial load. Since the
unwritten policy of NOPSI and LP&L pertaining to the sharing of
shedding in an emergency situation concentrates on the total
volume of the load, rather than on the kind of load, NOPSI
non-industrial customers will bear a disproportionate burden of
cut-backs or cut-offs in power in emergency situations if this
policy continues to be in effect.

This procedure is apparently equally applicable if NOPSI

would have an emergency. At this time, we do not know if this

16~



procedure is a common industry practice among sister companies
owned by the same parent company, nor can we evaluate at this time
whether this is a common practice among neighboring utilities.
Eight other emergency reports were filed. Only one emergency
(Detroit Edison in Detroit, Michigan) was possibly due to an
electric generator failure. Detroit Edison lost 137 MW power
output on a total of 5,380 MW, or 2.5% of this total load. The
report seems to indicate that no residential ratepayers were
deprived of their electricity. The other reports indicate that
utilities in Maryland, Pennsylvania, Michigan, Ohio and Virginia

did not experience loss of generation, but experienced reduced

voltage on transmission lines. Gulf States Utilities lost power

on a 500 KV transmission line. It lost 600 MW on a line load of
4,450 MW (13.5%) and reported that power was lost to 120,000
customers, mainly in Texas. It is unknown how many custcomers were
affected in the Lake Charles, Louisiana area. No generator
failures were reported by Gulf States Utilities. The cause of the
problem was unknown. The problem occurred at about 8:25 a.m.

Power was restored at 11:00 a.m.
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DESCRIPTION

Schematic diagram of electric generating unit.
Diagram of a typical electic generator.

Electric Power System Emergency Reports filed
by various utilities with the Department of
Energy on January 21, 1985.

Summary of Electric Power System emergency
reporting reguirements of the U.S. Department
of Energy.

Response of NOPSI and LP&L to Reguest for
Written Procedures for preparation of units for
cold weather.

"Report of Facts Found," Excerpt of Preliminary
Report on Loss of Electric Power in City of New
Orleans, submitted to City Council on

January 21, 198S5.

Excerpts from the Times-Picayune from January
20-27, 1985 on the New Orleans freeze and the
NCPSI power outage, anc a New York Times
excerpt from January 23, 1985.

Table of weather conditions in 1962, 1983 and
1¢8S5.

Graphs indicating total generating output of
NOPSI and LP&L.

Excerpts from the Times-Picayune from January
18-21, 1985 on weather data in Louisiana and
the nation.

LP&L Industrial load shedding January 21, 1985.

NOPSI Industrial load shedding January 21,
198S.

Summary of NOPSI and LP&L curtailment plan,
filed with the New Orleans City Council on
December 7, 1978.
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UNITED STATES DEPARTMENT OF ENERGY/IE
ELECTRIC POWER BYSTEM EMERGENCY REPORT

Date of Report January 21, 1985
VOLTAGE

£ R t: REIEERINILAX Wmucwxou}wm
Type of Report: -y X B,

Utility: Loulsiana Power and Light Co. piyigion: (Southeastern LA)

Reported by: Malcolz Hurtsell, Vice President, Loulsiana Power & lLight Ce,

142 Delaronde Stﬁ:tm‘ and Title) Home: 504-523.5714&

Location: New Orleans, LA 70174 Phone: Office: 506-59;-2208

4
System and/or Area Affected: Scutheastern Louisiana

Incident
Date & Time of Initial DISTUIVINTLIA LG FOTHER, L, 08 1/21/85

For an Interruption Report the Following:

Date & Time of Service Restoration: Initial Fi .
7 oz 8 major induntrial and SOTOCT T, &0 restuenatal

|
Number of Customers Involved: L Amount of Load Involved:
|
|

1

Description of Event (Including as appropriate: cause of the »
incidents, equipment damaged, critical services interrupted, and

any effects on neighboring systems):

At }108 a.m, January 21, 1985, Loulsiana Power and Light, Co., began to lose power
on'its 2100 MV systen providing power Lo SOULheAS

© Southeast LOWNTENE SOUTN UI TXV
ssah stituted emergency shedding and retention plan which is closely

- ght
od with a common loa aring .

N stomers have voluntarily dropped their load and rotating shering
to &0 50,000 customezrs i8 1n od

o emergzencies sxist in

,000 to

the n;un except those menticned, The loss

L T ohele obe e

w g . W AR &Y e BT

e //o-;




UNITED STATES DEPARTMENT OF ENERGY/IE
ELECTRIC POWER SYSTEM EMERGENCY REPORT

¢
: . J N
. . Dete of Report January 21, 1985
Type of Report: INTERRUPTION / /; VOLTAGE REDUCTION/2DPZAIx Ax ;
oy OTHER /_/
Utility: Potomac Edison Company Division:

Reported by: James D. Latimer, Eastern Division Manager, Potomac Edisen Co,

" Name and Title)
H 0ffice: “21 E. atzick St.

LOCltiOn: P'o' Box “88. &d.x1°k| HD 21701 Phon.‘ m1-69U-Mm

§,5tem and/or Area Affected: Potomac Edison

Date & Time of Initial DissurbenzefCusape:/ Incident: €:49 a.m, 1/21/85

Treported
For an Interruption Report the Following:

Date ¢ Time of Service Restoration: Initial™ " pinal
Number of Customers Involvcdx_;___ Amount of Load Involved:
Descripticn of Event (Including as appropriate: cause of the
incidents, equipment damaged, eritical 'cr;iéoo interrubtid, and

any effects en neighboring systems):
At Bib43 a.r, on Jaruary 21, 1985 Potcnac Edison Company effoctied a 3% company-wida
voltage reduction. The reason for the reduction was that at 7100 p.m., on January

20, 1985 a 1750 ¥ peak was reached and that this will go even higher 10day.

“ pr
Ll 447:;-. 1 Az:&{(é" 4 7 PH__en /'/z//.r(
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UNITED STATES DEPARTMENT OF ENERGY/IE
ELECTRIC POWER SYSTEM EMERCENCY REPORT

Date of Report January 21, 1985

Type of Report: IXDERALPOTSINAXXY VOLTAGE REDUCTION/XEPEEEXY x/;
OTHER / /

Ut;lity Pennsvlvania, New Jersey, Division:__Valley Forge
land Interconnection 10:18

Reported by:_ Willias §mn(Ngn at 10:12 % ¥ ~1ie Woodw Supervising Erg.
ame anc Title

Mailing address:
Location: J-- Jeifexson Ave, Phone:

System and/or Area Affected: Entire Systen

21 5-666-8806

Vian &ebe
Date ¢ Time of Initial Disturbance/Outage/Incident: Tine of Repoxt 10,12

For an Interruption Report the Fellowing:

Date & Time of Service Restoration: Initial _I_Zz E.m. Final ZE.E i'n

Nunber of Customers Involvodx — Amount of Load Involved: -~
Description of Event (Including as npprop:intc: cause of the
incidents, eguipment damaged, critical services 1nterruptcd, and

ary effects on neighboring systems):

PA, KJ and MD Interconnection is effecting a lnad reduction of %% to all custorers

No emergencies - situation under comtrol. Full pover output restored at
1210 p.m.

V-1



URITED STATES DEPAR‘THENT CF ENERGY/IE
ELECTRIC POWER SYSTEM EMERGENCY REPORT
Date of Report _January 21, 1985
Type of Report: INGERRUPIIOWOEOP VOLTAGE REDUCTION/RBOEAL /X/;

Utility: Detroit Edison Division: Entire Systax

Reported by: ¥Willian Garvey -

(Name ancd Title)
2000 2nd Avenue

Location: Detroit, Michigan 48237 Phone: 323-237-7833

System and/or Area Affected: Entlire Systen

Date & Time of Initial DLSSUERINBW/OBERER/ Incident: 8118 a.nm,

For an Interruption neport tho rollowinq:

Date & Time of Servic- Restoration: Initial Final

Nurmber of Customen Involved: Arount of Load !nvolvedx 137

Description of rvont (Includinq as app:opriatcx caule of thc'

incidents, equipment damagcd, critical services 1ntcr:uptcd. and

aa; effects on neighboring systems):
M 8:18 a.m. Detroit Ddison reduced its 5380 MW system by 137 MW power output

There are no emergencies. Applied load management 59.89 HZ in two parts

1/Voltage reduction and 2/Electric Vater Sexvice Removed. Additionally

10 commezcial users reduced thelr load.




# + #6

UNITED STATES DEPARTMENT OF ENERGY/IE
ELECTRIC POWER SYSTEM EMERGENCY REPORT
Date of Report January 21, 1985

Type of Report: INFEREUPTIZROXL/; VOLTAGE REDUCTION/APPEAL JX/;
OTHER / /

Utility: New Orleans Public Sexvices, Ine pyvision: New Crlears

Reported by: Malcelr Hurtsell, Vice President New Orleans Pudlic Services, Inc.
(Name and Title)

142 Delaronde Street Home: 504-523-5714
Location:  New Orleans, Louisiana 7017%%  phone: Oif! 504-595-2208 =)
X > AR

Eystem and/or Area Affected: New Oxleans

Date & Time of Initial mmmﬂmm, Li08 a.n, 1/22/85

For an Interruption Report the Following:

Date § Time of Service Restoration: Initial™  Final
two major indusirial and 3STTTUTYEEITEntial

Number of Customers Invelved: z Amount of lcocad Involved: 2CC Mw

Description of Event (Including as appropriate: cause of the .
incidents, equipment damaged, éritical services interrupted, and

any effects on neighboring systems):

At 4108 a.m, January 20, 1985, Nev Oxleans Pudlic Servioce, Inc., degarn to loae
power generatiion on a &CU 6ys ntion
plar which is cleosely coordinated \dth a common load sharing pxonu. Twe majer

d
ipdustrial CuUStOmers voLuntarily GIOFped Gnd AXIected TesLOentIil EIETITETITvClve X
ation of power to 35,000 residential customers, 600 MW system 18 being maintalne

at &00 Mws. No emexgencies existy in Lhe systen Tve .
¢ sower generation was caused freezing weathexr conditiocna, The tmcrn ture

in the Nevw O

”
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SUMMARY OF POWER SYSTEM EMERGENCY REPORTING
PROCEDURES ISSUED BY THE DEPARTMENT OF ENERGY

Who reports

Every electric utility or other subject entity engaged
in the generation, transmission or distribution of electric energy
shall report promptly to the Department of Energy's (DOE) Alert
Coordination Officer. Telephonic reports of an emergency by the
utility are accepted by the DOE. The utilities are not required
tO update their information once reported. DOE does not require a
written report of the emergency, unless specifically requested by
DOE. A report may be made Jointly by two or more entities.

chgrting Reguirements Time Limit

The following events must be reported:

1. The issuance of 1. The Department
any public or of Energy (DOE)
private reguest shall be noti~-
to any customer fied as soon as
or the general practicable, or
public to reduce within twenty-
the use of : four (24) hours
electricity for after the issuance
reasons of of the request;

maintaining the
continuity of
service of the
utility's bulk
electric power
sSupply system;

2. Any load shedding 2. The DOE shall be
. that results in notified as soon as
¢ the reduction of practicable, or
over 100 within twenty-
megawatts (Mw) four (24) hours
of firm customer after the issuance
load for reasons of the request;

of maintaining
the continuity
of service of
the bulk

electric power
supply systen;



Summary of Power System
Procedures Issued by

(Continued)

Any electric power
supply equipment or
facility failure or
cther event that, in
the judgment of the
utility, constitutes a
hazard to the current
Or prospective adequacy
of the utility's bulk
electric power supply
system;

Any electric power
s8upply equipment or
facility failure or
other event that,
in the judgment of
the utility, con-
stitutes a hazard
to the current or
pProspective adequacy
of the utility's
bulk electric power
supply system;

Any loss in service
for greater than 15
minutes by an
electric utility of
firm loads totalling
over 100 MW, or more
than 50% of the
total load being
supplied immediately
prior to the incident,
whichever is less;

Any significant

incident on an electric
utility system which
results in a continuous
outage of 3 hours or
longer to over 50,000
customers or more than
one-half of the utility's
total customers, whichever
is less.

Emergency Reporting
the Department of Energy

3.

5.

The DOE shall be
notified as soon as
practicable, or
within three (3)
hours after such
action is taken;

The DOE shall be
notified as soon as
practicable, but
reports are expected
within one (1)
business day after
the determination of
the hazardous
condition by the
utility;

The DOE shall be
notified as soon as
practicable, without
unduly interfering
with service restora-
tion and, in any event
within three (3) hours
after the beginning of
the interruption
period.

The DOE shall be
notified as soon as
practicable, or
within twenty-four
(24) hours of the
occurrence {f
practicable, or as
800N thereafter as
practicable,
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Report of Facts Found

1. Transmission capacity limitations would have prevented
any substantial benefit from Grand Gulf, had it been
available during the power outage period.

2. During December 1984, NOPSI began the "r »thballing" of
193 MW of generating capacity at Market Street and
Paterson. During the same period, 444 MW of generating
capacity (Paterson #4, Michoud #] and 2) was taken out of
service for scheduled maintenance including an
anticipated long duration ocutage (several months) of
Michoud No. 2. The net loss of available NOPSI
generating capacity is 637 MW or 50.7% of the total NOPSI
generating capacity.

3. NOPSI/LP&L follow what they report to be a "long
established practice” of apportioning emergency load
shedding obligations withir. an affected area on the basis
of the proportions of normal peak loads irrespective of
the location of generation capacity. Thus, a given
service area, during an emergency, will shed its share of

. load regardless of the amount of generating capacity
within the service area. This methodology is designed by
NOPSI/LP&L to minimize the magnitude of power outages in
any service area by spreading outages as widely as
possible. Convercely, the methodology can result in

outages within a service area despite the availability of



sufficient or even excess generating capacity.

According to NOPSI/LP&L, the plants suffering outages
were designed or modified for operation down to a low
temperature of +10°F. No wind criteria was reported.

The temperature during the emergency did not drop to
10°F. During December 1983 very similar temperatures,
wind velocity and direction were reported by NOPSI/LP&L.
The utility reports that a remedial program was
undertaken to correct cold weather problems identified in
1983. During the 1985 emergency, NOPSI/LP&L report no
breakdowns ¢f equipment suffering breakdowns during
December 1983.

There is one 500kv/230kv 560 MVA transformer and one
S500kv/115kv, 560 MVA transformer at the Little Gypsy
plant. One unit was out for repairs. Had both units
been in service, the system would not have been capable
of importing enough poﬁer to cover the loss of generation

capacity.
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Exhibit

Middle South Utilities Inc. Chairman Floyd Lewis testifies before New Orleans City Counm'

STAFF PHOTO BY ELLIS LU™

Middle South chairman
aske: about firing threats

By LYNN CUNNINGHAM
and FRANK DONZE
Staff u riters

New Orleans city councilmen
questioned utility execurive Flovd
Lewis for three he urs Tuesdav,
asking whether he threatened 1o
fire an executive if he did not
support a controversial plan that
increases Louisiana’s share of
high-cost Grand Gulf 1 nuclear
‘)anPT

Councilmen Wivne Babovich
and Mike Farly ¢ wted a Louisi
ana Power & Lic ot Co. and New
Orleans Public service Inc. finan-
cial executive, who recently testi
fied under vath that LP&L and

NOPST President James M. Cain
was prossured into getting
approval for the heavily criticized

pl)n If.»h is chairman of Mid

dle Sauh Utilities Inc., which
owns H‘&L NOPS! and utilities
in Mississirpi and Arkansas.

Under the plan, which was first
proposed by Middle South’s chief
financial officer. LP&L and
NOPSI woul i buy 48 percent ot
the power from the $3.4 billion
Grand Gulf 1 for most of the
Mississippi plant's lifetime. Pre
viously the utilities had agreed to
buy onlv 31 percent of the power
The additional 17 percent
according to consultants for the
Louisiana Public Service Com

mission, will cost New Orleans
area ratepavers hundreds of nil-
lions of dollars. Specific figures
are not vet available

The PSC has been taking dep-
ositions frem utihity officials in
an attempt to show that Lewis
and Middle South plaved a key
role in drawing up the allocation
plan. That, PSC members say,
would prove that the plan does
not benefit Louisiana ratepavers
and 1s instead designed to ensure
the financial health of Middle
South.

Tuesdav, councilmen quoted a
deposition by John H. Chavanne,

See LEWIS A-4
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Lewis

Frorm Page 1

vice president of corporate con-
trol for LP&L and NOPEL who
said he assumed the pressure on
Cain came from Lewis. Chavanne
was being questioned by state
Public Service Commission spe-
cial attorney Michael Fonthani.

Fontham questivned Chavanne
about a Jan. 2 LP&L and NOPSI
staff meeting: “Did Mr. Cain,
during the course of this meeting,
make the statement that he
might be asked to resign, by Mr.

Lewis?"

Chavanne: “There was a state-
ment made by Mr. Cain to the
eff «t that he may be asked to
resign, yes, sir. Wh-ther he added
by Mr. Lewis, I don't recall
exactly, But..."

Fontham: “What was your
understanding of who would ask
Mr. Cain to resign, during the
course of that stulf meeting?"

Chavanne: ‘'l had the
impression that if anyone would
ask Mr. Cain to resign it would be
Mr. Lewis.”

But Lewis repeatedly denied
exerting any pressure on Cain,
jacticularly that he threatened
Cain's job if the LP&L and
NOPSI chief did not get the
approval of the LP&L and
NOPPSI boards on the Grand Gulf
1 plan.

Lewis defended the proposal,
and insisted that the boards of
the four utilities independently
arrived at their decisions to sup-
port the plan, filed Jan. 4 with

“the Federal Energy Regulatory

Commission. The FERC, which
oversees inlersta‘e power sales,
will allocate Grand Gulf 1's
power. .

“You didn't say he (Cain) was
expected to get the votes or face
termination?" Babovich asked
Lewis.

“That never crossed my mind,”
Lewis said “I nominated Jim
Cain for that job.”

Lewis said he had ta!l.«d with
Cain Tuesday morning and Cain
indicated that he did not know
what Chavanne was talking
about.

In a prepared statement Tues-
day, Cain said, “At no time has
Mr. Floyd Lewis threatened me
or in any way indicated that my
continued employment was

dependent upon adoption of the -

Grand Gulf offer of settlement.”

But Fontham said the testi-
mony of Chavanne and three
other LP&L ana NOPSI officials
indicates that Cain was pressured
by Lewis to ensure passage of the
se‘tlement offer and was thres'-
ened with the loss.of his job,

*“*Chavanne’s testimony,”
Fontham said Tuesdu{v. “is -
ported by other executives of
companies. Chavanne is not by
himself in stating what hap-

Fontham weuld not us"wh()
the executives are, but he said

that depositions have been taken
from only five LP&L and NOPSI
officials; Chavanne. Cain, vice
president of rates Shelton Cun-
ningham, chief financial officer
Malcolm Mcletchie, and general
manager Malcolm Hurstell.
Copies of the depositions were
not available.

Hursteil and Cunningham
declined comm nt on their testi-
mony, saying Fontham told them
not to discuss 1t. McLetchie could
not be reached for comment.

After Tuesday's meeting,
Councilman James Singleton
said. "l believe Chavanne is tell-
ing the truth. I'm not saying
Floyd Lewis said it (that Cain
would be fired). But I'm sure the
word came from his office.”

Tuesday's meeting took on the
air of a courtroom, with Lewis
playing the role of combative wit-
ness before a tenacious group of
prosecutin councilmen.

Lewis became testy at times,
particularly when Singleton
asked him to reveal his annual
salary. -

Lewis said it was irrelevant to
the proceeding. Singleton per-
sisted, and Lewis finally gave in,
saying he earns $404 000 a vear

Before the councilmen began
questioning Lewis, they heard a
report on planned power outages
during @ recent cold snap. As a
result, Lewis's appearance was
delayed 45 minutes.
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