Perry Nuclear Power Plant
10 Center Road
M Perry, Ohio 44081

440-280-5915
Fax: 440-280-8029

October 27, 1998
PY-CEI/NRR-2333L

United States Nuc.ear Regulatory Commission
Document Control Desk
Washington, DC 20555-0001

Perry Nuclear Power Plant

Docket No. 50-440

Supplemental Submittal to License No. NFP-58 Application Pursuant to 10CFR50.80 and
10CFR50.90 for Order and Conforming License Amendment to Transfer Operating Authority
to FirstEnergy Nuclear Operating Company (TAC No. MA2218)

[adies and Gentlemen:

The Cleveland Electric [lluminating Company (“CEI") and Centerior Service Company
(*CSC™) submitted a request for a I0CFR50.80 Consent Order and a Conforming License
Amendment for the Perry Nuclear Power Plant (“"PNPP”) Unit Number | on June 30, 1998,
The Application requested approval for the transfer of operating authoerity under the PNPP
Unit Number 1 Operating License, Number NPF-58, to a new company, FirstEnergy Nuclear
Operating Company (“FENOC ), and issuance of a conforming amendment.

At the time of the original submittal a Board of Directors and the Principal Officers for
FENOC had not been named, nor had a company address been established. In addition, an
amendment to the Operating Agreement between the Unit Owners (The Cleveland Electric
Illuminating Company, Toledo Edison Company, Ohio Edison Company, Pennsylvania Power
Company, Duguesne Light Company) and FENOC had not been formulated.

CEI and CSC are hereby submitting the enclosed supplemental information for NRC staff A{ )0 /
review. Attachment | identifies the Board of Directors and Principal Officers of FENOC as

well as the company address. Attachment 2 is a copy of Amendment 2 to the Perry Unit |

Operating Agreement, which will be mad- effective upon the date of actual transfer of control

of the operating authority for Perry Unit 1. Attachment 3 is a copy of the March 10, 1987

Perry Unit 1 Operating Agreement for reference. Attachment 4 is a copy of a letter from a

designated Vice President in Duquesne Light Company dated October 20, 1998 in support of

the subject trausfer of operating authority for PNPP to FENOC.
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CEl and CSC request that the NRC staff process the application on a schedule which will
permit issuance of an immediately effective order to the transfer as promptly as possible,
and in any event before December 15, 1998. CEI and CSC also request that the NRC
staff be prepared to issue the conforming license amendment in December 1998. When
final preparations are in place, CEI will notify the NRC staff of the exact date requested
for issuance of the conforming license amendment.

If you have any questions or require additional information please contact
Mr. Henry L. Hegrat, Manager-Regulatory Affairs, at (440) 280-5606,

Very truly yours,

Attachments

ce: NRC Project Manager
NRC Resident Inspector
NRC Region 111
State of Ohio



I, Lew W. Myers, being duly sworn state that (1) Tam Vice President - Nuclear, of the
Centerior Service Company, (2) | am duly authorized to execute and file this
certification on behalf of The Cleveland Flectric llluminating Company and Toledo
Edison Company, and as the duly authorized agent for Duquesne Light Company, Ohio
Edison Company, and Pennsylvania Power Company, and (3) the statements set forth
herein are true and correct to the best ~f my knowledge, information and belief.

—

) LD (P s 1

: chVK(M rs

K
Sworn to and subscribed before me, the o/ / day of dLMlA« , 1998

QJW 4 W
.

«JANE E. MOTT
/ Notery Pubie, Stats of Ohlo
MyC':.,:" -wian Exnlres Feb. 20, 2000
.. {Recuided in Lake County)
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The following is supplemental information regarding the application n.. e pur-uant to
10CFR50.80 for order and conforming license amendment to transfer operatinig authority

to FirstEnergy Nuclear Operating Company:

FirstEnergy Nuclear Operating Company
Perry Nuclear Power Plant

Fost Office Box 97

10 Center Road

Perry, Ohio 44081

N s of FENOC:

Willard R. Holland

Chairman of the Board and Chief Executive Officer
of FirstEnergy Corp.

76 South Main Street

Akron, Ohio 44308-1890

H. Peter Burg, President and Chief Operating
Officer of FirstEnergy Corp. and President of

The Cleveland Electric [lluminating Company,
Toledo Edison Company and Ohi “_dison Company
76 South Main Street

Akron, Ohio 44308-1890

William F. Conway

President of Williamn F. Conway & Associates, Inc.
Scottsdale, Arizona 85262

John P, Stetz

President and Chief Nuclear Officer

John K. Wood
Vice President, Dzvis-Besse Nuclear Power Station

Lew W. Myers
Vice President. Perry Nuclear Por er Plant

Anthony J. Alexander
Executive Vice-President and
General Counsel of the
FirstEnergy Corp.,

The Cleveland E'lectric
[Hluminating Company,
Toledo Edison Company, and
Ohio Edison Company

76 South Main Street

Akron, Ohio 44308-1890

John P. Stetz

President and Chief Nuclear
Officer of FirstEnergy
Nuclear Operating Company
Post Office Box 97

10 Center Road

Perry, Ohio 44081
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AMENDMENT NO. 2
TO THE
PERRY UNIT NO. | OPERATING AGREEMENT
TO CHANGE UNIT OPERATOR FROM CEI TO
FIRSTENERGY NUCLEAR OPERATING COMPANY

THIS AGREEMENT effective as of the

L]

by and among The Cleveland Electric Illuminating Company, an Ohio corporation
(“CEI"); Toledo Edison Company, an Ohio corporation (“TE"); Ohio Edison Company,
an Ohio corporation (“OE”); Pennsylvania Power Company, a Pennsylvania corporation
(“PP”); all of which are wholly-owned subsidiaries of FirstEnergy Corp., an Ohio
corporation (“FE”) and Duquesne Light Company, a Pennsylvania corporation (“DL"),
cach of which is referred to hereinafter as a Participant, or the Participants and
FirstEnergy Nuclear Operating Company (“FENOC"), an Ohio Corporation and wholly-

owned subsidiary of FirstEnergy Corp.

WITNESSETH:

WHEREAS, the Participants have entered into an Operating Agreement dated
March 10, 1987, hereinafter referred to as the “Agreement”, which provides among other
things for the operation and maintenance of the Perry Nuclear Power Plant Unit No. 1

(the “Unit);
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WHEREAS, the Participants have amended the Agreement pursuant to a
Memorandum of Agreement dated January 1, 1992, (hereinafter referred to as
“Amendment 1) to provide, among other things, for revisions to Sections 13 and 14 of
the Agreement to accommodate the ownership change from DL to CEl in Perry Unit No,
2, as such change affects the accounting for costs, expenses, and taxes associated with

Perry Unit No. |; and

WHEREAS, the Participants desire to further amend the Agreement to transfer
operating responsibilities for the Unit and Unit No. 1 Site from CEl to FENOC, as

hereinafter set forth;

NOW, THEREFORE, in consideration of the premises and of the mutual

covenants herein set forth, the Participants and FENOC agree as follows:

1. Section 2 is amended and shall read as follows:

At 12:00 noon, Cleveland Time, on the first day of the calendar month
immediately following the calendar month during which the Nuclear Regulatory
Commission (“"NRC”) authorizes the transfer of the Unit operating license to
FENOC, CEI shall cease to be the operator of the Unit and FENOC shall in its
place become operator of the Unit pursuant to this Agreement and NRC
authorization. Therefore and thereafter, subject to matters requiring joint action
as specifically provided herein or as required by law, FENOC, on behalf of DL,
OE, PP, CEl, and TE, shall operate and maintain the Unit and Unit No. 1 Site,
provide necessary materials and supplies including fuel as provided in Sectien 11,
and make any additions, replacements and retirements with respect to the Unit,
taking all steps which it deems necessary or appropriate to carry out the
provisions of this Agreement, all in accordance with sound engineering and
operating principles and practices and applicable laws, codes and regulations;
provided that, with respect to the Unit, additions, replacements and retirements
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involving material changes in capability, useful life, basic methods of operation of
the Unit and similar matters, and not included in the budget with respect to the
Unit approved in accordance with Section 12 hereof and not of any emergency
nature, shall be made only upon mutual agreement of the Participants.
Retirements with respect to the Unit shall be effected only in manner consistent
with any applicable provisions of the respective mortgage indentur 5 of the
Participants (or any financing lease relating to the Unit and the interests therein to
which a Participant is a party, copies of which will be provided to all
Participants).

' Section 3 is amended and shall read as follows:

Each participant shall be entitled 1o its generation entitlement share of the
hour-to-hour net operating capacity of the Unit as determinea by FENOC,
and the energy associated therewith. The initial generation entitlement share of
the original Participants shall be as follows: CEI 31.11%, DL 13.74%. OF
30.00%, PP 5.24% and TE 19.91%. Generation entitlement shares may be
assigned and modified in accordance with Section 25 hereof,

: 3 Section 4 is amended and shall read as follows:

FENOC will keep the Participants informed as to the expected maximum
hour-to-hour net operating capacity of the Unit permissible for proper operation of
the Unit, as determined by FENOC, as it may vary in accordance with conditions
existing from time to time. Each Participant shall reserve its desired share of
capacity in the Unit and schedule its desired share of energy associated therewith,
on an hour-to-hour basis, up to the limits of its generation entitlement share, all in
accordance with procedures to be agreed upon by the Participants. Subject to
necessary outages or reductions in capability, the Unit shall be operated by
FENOC so as to produce capacity and energy equal to the sums of the capacity
reserved and energy scheduled by the Participants. FENOC shall exercise its best
efforts to achieve a balance between the scheduled output of the Unit and its
actual output, and any imbalances shall be recorded and appropriate adjustments
made periodically te reduce such imbalances.

4, Section 5 is amended and shall read as follows:
FENOC will keep the Participants informed as to the expected minimum

net generation for proper operation of the Unit, as determined by FENOC, as it
may vary in accordance with conditions existing from time to time. At any time
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when the Unit is operated at the ievel of such minimum net generation, each
Participant shall schedule an amount of energy from the Unit equal to its
percentage generation entitlement share specified in Section 3 of such minimum
net generation, provided that if any Participant shall schedule more than its
generation entitlement share of such minimum net generation, the other
Participants shall schedule not less than the balance of such minimum net
generation in proportion to their generation entitlement shares.

S Section 6 1s amended and shall read as follows:

The Participants authorize FENOC to provide and FENOC shall provide a
staff of competent engineering, supervisory, operating and maintenance, and other
appropriate personnel to operate and maintaining the Unit and the Unit No. 1 Site.
To ensure that technical qualifications of FENOC will be at least equivalent to
those provided by CEI, the CEl employees on site at the Unit at the time FENOC
becomes operator hereunder, will be transferred to and become employees of
FENOC. Such staff and all other employees of FENOC performing work in
connection with the operation and maintenance of the Unit and Unit No. 1 Site
shall be, and for all purposes shall be considered to be, employees only of
FENOC. Such staff and employees shall receive their instructions and orders only
from appropriate officials of FENOC.

6. Section 7 is amended and shall read as follows:

Subject to any applicable restrictions contained in Sections 2 and 11, the
Participants hereby appoint FENOC as their agent in respect of the Unit and Unit
No. 1 Site, and FENOC agrees as the agent of such Participants and as principal
on its own behalf, to negotiate, execute and enforce contracts (including purchase
order contracts), either in FENOC's name only or in the name of FENOC and as
agent for the Participants, providing for the purchase of materials, equipment and
services for the operation and maintenance of the Unit and the Unit No. | Site,
including the provision of nuclear material and nuclear fuel assemblies in
connection with the operation of the Unit and of the obtaining of necessary
governmental authorizations therefor. The Participants hereby ratify and confirm
all contracts entered into by CEI prior to the execution of this Agreement relating
to the operation or maintenance of the Unit or Unit No. | Site.

y Section 8 is amended and shall read as follows:
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Scheduled maintenance of the Unit shall be performed by FENOC in
accordance with the CAPCO Basic Operating Agreement as amended January 1,
1993, among CEI, DL, OE, PP and TE, and as subsequently amended. or any
extension thereof or successor agreement thereto.

8. Section 9 is amended and shall read as follows:

FENOC shall keep the Participants informed concerning the operation and
maintenance of the Unit and Unit No. 1 Site and FENOC plans with respect
thereto, but no failure of FENOC to provide information pursuant to the
provisions of this Section shall relieve any Participants of any of their obligations
under this Agreement.

FENOC shall accord #ach of the Participants access to the Unit and Unit
No. 1 Site at all reasonable times and in accordance with established safety and
security procedures in order that their representatives may examine the Unit and
Unit No. | Site and observe the operation of the Unit. On request therefor,
FENOC shall supply each Participant with copies of any regular and special
reports on the operation, maintenance and condition of the Unit and Unit No. |
Site, whether made by employees of FENOC or by other engineers, consultants or
advisors. The Participants shall consult from time to time as to the operation and
maintenance of the Unit and FENOC shall consider any proposal or suggestion of
the other Participants with respect thereto.

Each Participant may at its own expense provide and maintain
communication, telemetering and control equipment connected to FE's System
Dispatch Office necessary (1) to monitor the Unit, (2) to integrate its generation
entitlement share from the Unit with its control of its other sources of generation,
or (3) if and when the Unit is automatically regulated by FENOC, to participate in
the regulation of the Unit. Such equipment and its operation shall be subject to,
and shall not interfere with, FENOC's control of the Unit and shall not unduly
atfect the operation of the Unit or the system of any Participant,

9. Section 10 is amended and shall read as follows:

The Participants will cooperate with FENOC in all activiti¢s in connection
with the Unit and Unit No. | Site, including, without limitation, the filing of
applications for authorizations, permits and licenses, and the execution of such
other documents as may be reasonably necessary to confirm FENOC’s authority
to act for them and the assumption by them of their proportionate shares of the
ubligations to be incurred pursuant to this Agreement, but, except at FENOC s
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written request or as expressly permitted by this Agreement, no Participant shall
incur any obligation in connection with the Unit or Unit No 1 Site which would
or might obligate FENOC or any other Participant to any third party.

10. Section 11 is amended and shall read as follows:

The Participants understand and recognize that nuclear material and
nuclear fuel assemblies for Unit No.1 may be the subject of agreements between
the parties hereto relating to or resulting from joint or individual planning,
scheduling and purchasing by the Participants hereto as a part of nuclear fuel
arrangements for the Unit and other units owned by some or all of the Participants
hereto.  Subject to and in accordance with such agreements (such as the
Memorandum of Understanding. dated March 31, 1985, relating to Company by
Company Management of Uranium inventory and deliveries) as may exist from
time to time and be applicable. each Participant shall be responsible for a
percentage of the nuclear fuel requirements for the Unii equal to its generation
entitlement share, and FENOC shall manage, schedule deliveries for and handle
fuel to the Unit, including handling of spent fuel from shipment off-site through
final reprocessing and disposal of radioactive wastes, whether under contracts
entered into by FENOC with third parties or under contracts entered into prior to
FENOC becoming the operator of the Unit by the Participants with third parties.
Accounting for nuclear materials, nuclear fuel assemblies and fuel handling
expenses shall be handled in accordance with Exhibit A attached hereto and made
a part hereof.

11. Section 12 is amended to read as follows:

FENOC will prepare, revise from time to time as appropriate and furnish
to each of the other Participants an annual budget showing by months to the
extent possible, the expected operating and maintenance expenses. capital
expenditures and retirements with respect to the Unit and Unit No. | Site. Any
Participant may raise objections to items contained in such budget and if all
Participants agree such items shall be deleted from the budget. FENOC will also
prepare, revise from time to time as appropriate and furnish to the Participants
projections of such budgets for such reasonably longer periods of time as may be
requested by the Participants.

FENOC will make such records and keep such accounts, consistent with
sound accounting practices, and will permit each of the Participants to record on
its books any transactions provided for herein, in conformity with the Uniform
System of Accounts prescribed for Public Utilities Commission and Licensees by
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the Federal Energy Regulatory Commission ("FERC”) and any state commission
having jurisdiction, as such systems of accounts are now in effect or are hereafter
modified of amended. The Participants and their respective independent auditors
shall have access at all reasonable time to such records and accounts and FENOC
will furnish copies of all or any part thereof as requested. FENOC shall preserve
and maintain the originals of each of such records and accounts for at least such
periods of time as any Participant may request, having in mind the requirements
of regulatory authorities having jurisdiction and the policies and practices of the
Participants with respect 1o retention of records.

FENOC shall prepare and furnish each Participant copies of continuing
property records with respect to the Unit and Unit No. 1 Site in such form as is

agreed to be reasonably necessary to conform to the accounting requirements of

each Participant,

The cost of making, preserving and making copies of such budgets,
records and accounts with respect to the Unit shall be borne by the Participants, in
proportion tot their respective generation entitlement shares, except that any cost
incurred for the special purpose of a Participant shall be borne by such Participant.

FENOC shall have special audits conducted, as to the Unit, with respect to
the matters provided for in this Agreement, either internally or by independent
auditors, according to such programs and procedures as agreed to be necessary to
conform to the auditing requirements of each Participant, and shall furnish copies
of the reports of such audits to the Participants. The cost of making such audits,
including any participation by any Participant’s auditors agreed to be desirable
and necessary, shall be shared by the Participants in proportion to their respective
generatiou entitlement shares.  Any Participant may, at its own expense, make
such further audits, using its internal or independent auditors or both, as it may
deem desirable.

12. Section 15 is amended to read as follows:

As soon as possible after the close of each calendar month, FENOC shall
advise the Participants as to their respective shares of estimated operation and

maintenance expenses with respect to the Unit or Unit No. 1 Site, and costs of

adjustments in shares of fuel inventories and/or materials and supplies inventories
for the Unit for such preceding month by FERC account numbers. Fuel expense
data shall preferably be supplied on or before the fourth working day of the
following month, and the other data preferably on or before the eighth working
day of such month.
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As soon as possible after the close of each calendar month, preferably on
or before the 25th of the following montii, FENOC shall prepare and deliver
invoices to the Participants for their respective shares of actual fixed and variable
operation and maintenance expenses and costs of adjustments in shares of fuel
inventories and/or materials and supplies inventories for the Unit for such
preceding month, by FERC account numbers, in accordance with Exhibit A. The
amount billed shall be payable upon receipt. 1t such bill is not paid within fifteen
days after the mailing of any such invoice, interest on any unpaid amount shall
accrued from the due date of such unpaid amount and shall be paid for each
month or part thereof at the higher of (a) 1%, or (b) the monthly equivalent of the
current Chase Manhattan Bank Prime Rate, as published quarterly in the CAPCO
Accounting and Procedure manual in effect during the period in which such
account remains unpaid.

The Participants shall from time to time jointly determine and furnish on
an equitable basis the amount of working capitai needed for the operation and
maintenance of the unit, and the shares thereof 1o be provided by each. If the
Participants so agree, any Participant or Participants may provide all or part of the
working capital share of another Participant or Participants and shall be
compensated therefor, by the payment of appropriate fixed charges (as prescribed
in the CAPCO Accounting and Procedures Manual.)

13. Section 18 is amended to read as follows:

FENOC shall use its best efforts to arrange for and maintain appropriate
insurance to cover (a) risk of damage to or loss of the Unit or the Unit No. | Site

and materials and supplies held for use in connection therewith, including risk of

damage or L 5s due to a nuclear incident, (b) liability for bodily injury to, or death
of, or damage to property of third persons, including liability due to a nuclear
incident, arising out of the ownership, operation, use or maintenance of the Unit,
and (/ ‘h other risks as the Participants may agreed shall be so covered.
FENOC snall give good faith consideration to requests by a Participant for an
increase in or addition to insurance maintained with respect to the Unit or the Unit
No. | Site, provided that such increase or additional insurance is consistent with
prudent utility practice. The cost of such insurance as well as any losses not
covered by insurance shall be shared by the Participants in proportion to their
respective generation entitlement shares in the Unit, and the Participants shall be
named insured in all policies purchased thereunder.

Each Participant shall have the right to have any lessor and any assignee
thereof under a sale and leaseback transaction named un all or any of the
insurance policies as losses payee or additional insured as its interest may appear,
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by notice in writing to FENOC given in writing not less than fifteen (15) days
prior to the date proposed for such naming, which notice shall specify the name or
names of such lessor and such additional information as may be necessary or
required to permit it to be included on the policy(ies) or insurance.

FENOC shall assist the insurers in the investigation, adjustment and
settlement or defense of all claims covered by such insurance, and shall
investigate, adjust and settle or defend all claims or losses arising out of the
ownership, operation, use or maintenance of the Unit or Unit No. | Site and not
covered by insurance carried by any of the Participants, subject to approval of all
Participants involved or their related Participants of any such non-insured claims,

or combination of such claims arising out of the same occurrence, in excess of

$200.,000.

Any Participant and FENOC may separately procure at its own cost such
other insurance as it may deem appropriate. Each Participant and FENOC shall
make arrangements for appropriate workers’ compensation coverage for its own
emplovees.

14, Section 16. Exhibit A is amended to change all references therein from
CEI to FENOC, except the following:

Page 13 - Section II B. "Allocation of costs among CEI, DL, OE, PP and
TE,” and in the first paragraph thereunder.

IN WITNESS WHEREOF, the Parties hereto have caused this Amendment 2 to

the Perry Unit No. | Operating Agreement to be executed by their duly authorized

officers this day of , 1998.




The Cleveland Electric
[Hluminating Company

The Toledo Edisen Company

By:

Duquesne Light Company
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Ohio Edison Company

Pennsylvania Power Company

FirstEncrgy Nuclear Operating Company
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OPERATING AGREEMENT

Perry Plaat Uaic No. |

Exhibie A
Section I. Accounting Coucepts

The Cleveland Electric Illuminacing Company (Cil) shall record u.ll op.cnuzl.on
and maintenance costs in accordance with the Pedetal Energy Regulatory Conmis~
sion Unifc™ System of Accounts as outlined (o the following schedule. All
charges to accouats gust be prafixed with the plant identification number.
Thesa numbers will be used to identify the particular installstion that should
bear the associated expenses. Plant Symbols will be used to ‘ccunula'tc thoae
costs wvhich can be ;uoociae.d directly with Perry Plant Uait No. 1 (PY 1).
Those costs applicable to commnn facilities or common fun¢tions which cannot
be charged directly to PY No. |, on the basiy of Act;;al or estimated labor ovr

other expenses, vill be charged to another Plaant Sywbol.

The costs associated with these common facilities or functlons shall then be
allocated to PY No. 1, on the basis of the allocation codes listed under the

Common Plant Symbol. These code definitions appear in Section 11 B,

The Participaats {n PY No. | shall share those coets charged directly r
Plant Symbol, plus the portion of common costs which are allocated t

These code definitions appear Lo Sectton [I B.
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Section I1 A. Allocation of Operatlon and Maintenance Costs

A more detalled description of the followlng accounts Is in the CFI and FERC

Uniform System of Accounts.

Direct Charge
Plus Allocation

Common Costs

PY i ' of Common Costa Al located

FERC Sub- , PY No. 1 to PY No. |
Acct. Acct. Description Codes Codes
ngrnuoa
517-2 Operation, Supervision and Emgineering (See Note 1)

The cost of labor and expenses fncurred n1 <

in the general supervision and direction of

the operation of nuclear power generating

stations.
518 Nuclear fuel Expense

Owned nuclear fuel consumed — burnup expense
5i8-2 Fixed consumption ; al -

Cost of nuclear fuel comsumed at the
terc ael output peint of the turbine-
geaetralor heat consuzptlion curve during
all periode of zero or positive net
genecation.
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Sectlon 11 A. Allocatlon of Operatlion end Malatenance

Coatn

Mrect Charpe
Plus Allocation

Common Costs
Al located
to PY No. |

Codesn

PY of Common Cosats

PERC Suir~ PY No. 1
Acct. Acct. Description Codes
Cperation {Cont'd)
518 Nuclesr Fuel Expense (Cont'd)
518-)3 Variable consumption HY or HD

Incremental cost of nuclear fuel con-—

suved in the production of net kWh of

output above the zero wmet ocutput polat

of the turbine-generator heat consump-

tioa curve.

Leased nuclear fuel consumed - buraup expense

5i8-& Fixed consusption o1

Cost of nuclear fuel coneumed at the

zero net output pofat of the turbine-

generator heat consumptlon curve during

all periocds of zero or positive net

generstion.
S18-5 Yarlable consumption HY or HD

Increaeatal cost of nuclesr fuel con-
sumed In the production of net kWh of

output shove the zero net output point
of the turhine-generstor heat censump-
tion curve.
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Section IT A. Allocation of Operation and Maintenmance Conts

Hrect Charge
Flua Allocation Common Costse

PY : . of Common Costs Allacated
FERC Sub- PY No. | to PY No. 1
Acct. Acct. __Description Codes Codes

Operation (Cont'd)
518 Nuclear Fuel Expense (Cont'd)

Leased nuclear fuel consumed - flaance
charge expense

518-6 Fixed consuaption 0t

Cost of adclear fuel convumed at the
zero nel outputl point of Lhe Curhine-
generstor heat consuvaption curve dur-
ing all periods of zero or positive
aet generation.

518-7 Variahle coasumption HY or HO - =

Incremental cost of nuclear fuel con-
suned la the productlon of net kWh of
output ahove the zero met cutput point
of the turbine-generator hest consump-
tion curve.
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»

Sectfon II A. Allocation of Operatioan and Maintenance Costs

PY
FERC Sub~-
Acct. Acct.

Description

Direct tTharge
Plus Allocatien
of Cormon Conts

PY No. 1|
Codes

Common Costa

Al located
to PY No.
Codesn

Operation (Cont'd)

5ig-8

518-9

518-10

Nuclear Fuel Expense (Cont'd)

Leased nuclear fuel consumed - deferred
expense amortiizatlon

Fixed consumptlon

Cost of nuclear fuel consumed at the
zetro nel outpul polat of the turbine-
generator heatl consuwption carve during
all period of zero or positive net
generation.

Variable conaumption

Incremeatal cost of nuclear fuel con—
sunmed e the productlon of nel kWh of
output above the zero met oulput point
of the turbine-gemerator hesl consump-
tion curve.

Exergency Dlesel Fuel - 0il Consumed

Emergency diesel fuel ofl consuzed in
the operation of the plant.

Coolants and Water (See Note= 1 and 3)

Cost of lsbor, matecrials vsed and expenses
incurred for heat transfer materials and
water used for etesm and cooling purposes.

ol

HY or HO

o1

HY
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Section 11 A.

PY
PERC Sub~
Acct. Acct.

Allocaticn of Operation and Malntenance Costs

Operation (Cont'd)

519-2

519-3

520

520-3

523-2

fescription

Coolants and Water (See Notes 1 and 3) (Cont’d)

Mrect charges and an allocatlon of comwon
costs.

Charges based on the HY factor.

Steam Expenses (See Notes 1 and 3)

The cost of lashor, materials used and ex—
penses tacurred in the operation of the
following eystems snd their associated in-
atrurents, controls and switchgear, as
defined in the Pinal Safety Analysis

Reportl.

Direct charges and an allocatloa of
common cosis.

Charges based on the HY facter.

Electric Expensea {See Notes 1 and 3)

The cost of labor, @terisls used end ex-
penses tacurred Ln the operatiom of the
nain turbo-generator and suxiliary appa-
ratus, switchgear and other electric
equipment to the point where electrlicity
leaves for comversion for transmission eor
distcibution.

Direct Charge
Plus Allocatien

Common Costs

of Common Costs Allocated
PY No. 1 to PY No. 1

Cades Codes
a1
"y -
01 <
R‘Y -
01 C
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Sectloa 1I A. Alloc

ation of Operation and Maintenance Costs

Direct Charge
Plus Aliocatlon

Common Coats

PY of Common Couts Al located
FERC Sub- i PY No. 1 to PY No. |
Acct. Acct. . Description Codes Codes
Operation (Cont‘d)
524-2 Miscellaneous Nuclear Power Expenses (See Notes | and J)
Cost of labor, materials used and expenses 01 C
incurred which sre not epecifically provided
for or are nut readlily assignable to other
nuclear geaeration operating accounts.
524-8 Auxiliery Boiler - 011 Consumed o1 ~
Auxlliery boller oil consumed i{n the
operation of the plant.
S25-2 Reats
Cost of all rents of property of others ni c
used, occupied or operated In connection
with nuclear genecrstion.
Malnteasnce Accounls
528-2 Maintenance, Supervision and Engimeerimg (See Note 1)
This sccount shall include the cost of 01 C

labor and expenses incurred ila the general
supervision and direction of maintensnce
of nuclear genecration facllities.



Section 11 A, Allocation of Dperatlon and Maiatenance Costs

-

o

~
(] :2 0
= o™ Nirect Charge
o< © - Plus Allocation Commoa Costs
2% PY : of Common Coals Al tocated
2 < ) PERC Sub- : PY No. 1! tn PY No. !
&,"‘- g_- :3 Acct. Acct. Descripiican Codes Codes

Maintenance Accounts (Cont*d)

529-2 Maintenance of Structures (See Notes I and 3)

x)

The coat of labor, materials used and ex- 01
penses lacurred in the maiatenance of

structures, the book costs of which are

incivdable in Plant Account 32§, Struc-

tures and Improvements.

$30 Maictenance of Reactor Plant and Equipment (See Hotes 1 and 3)

Cost of labor, materlsls uvased and expenses
tncurred in the maintenance of reactor

plant, the %ook cost of which is inmcludable
in Plant Account 322, Resctor Plaat Fguipment.

$30-2 Dlrect charges sad an allocstion of ]} c
common costs.
530-3 Charges based oan the #Y factor. HY -
53f-2 Msintensnce of Electric Plant (See Note 1)
Coat of labor, materials used and expenses o1 . C

incurred in the maintenaace of electric plamt,
the book cost of which is includable in Plant
Account 323, Turbo-Gemerstor Units, and Plant
Accouvat 328, Accessary Electric Equipment.
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Section 11 A, Allocation of Operation end Maintemance Costs

Direct Charge
Plus Allocetinon

Common Costs

PY : of Common Costs Allncate?
FERC Sub~ PY No. 1 to PY Ne. |
Acct. Acct. « Description Codes Codes
Maintenance Accounts {Cont'd)
532-2 Malntenance of Miscellaneous Nuclear Plant {See MNote §)
Cost of tabor, materlals used and expenses ] C
fncurred {n maintensnce of miacellaneous
nuclear generating plant, the book cost of
which {s facludable in Plant Account 325,
Miscellsneous Power Plant Eguipment.
Iransmission Operation
562 Station Expenses
<100 Perry Statloa - Common
10 Perry Station - Unit Ko. 1|
Cost of labor, materlals used and ex- 0t >

penses lacurred ian the operation of
the fellowing equipment:

The main unil step-up traneformer

snd the high voltage coamection {n-
cluding comnductors, towers and associ-
ated faclilities up to the conmection
between the coaductors snd the switch-
yard structure.
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Section I1 A. Allocation of Operaiion and Maintenance Cosats

PY
FERC Sub~
Acct. Acct .

. Description

Mrect Charge
Plus Allocation Common Costs

Tranemission Maisntensnce (Cont'd)

570

<100

-110

Include in this sccount also the 138 k¥
tovers, conductors aad sssociated equip-
xent which serve the statica service
transtormers. Exclude from this allioca~
tinn ali eguipment located within the
transaission ewitchyard. The allocatlon
of opersting costs for equipmeat within
the switchyard i3 provided for ia the
CAPCO Accounting and Procedure Manual,
Section 05~04.

Maintenance of Station Eguipment

Perty Statlon - Common

Perry Station -~ Unit Ne. |

Coat of labor, msterisls used and ex-
penses incurred in the maintenance of

the following equipment:

The main uait step-up traasformer

and high voltage cemmection including
conductors, towers and associated
fecilttles up to the comnectlon of
the conductors with the switchyard
structure.

-

of Common Costs Al located
PY No. | to PY No. |
Codes odes
o1 -
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Section II A. Allocatton of Dperation and Maintemance Costs

FERC
Acct.

PY
Sub-
Acct. ' Description

Direct Charge
Plus Allccation
of Common Costs

PY No. 1
Codes

Common Costs
Al Incated
to PY No. 1

Codes

Iransmission Maintenance {Cont'd):

Include in this account aiso the 138 &V
towers, conductors aod sssoclated equip-
ment which serve the station service
transformers. Exclude from this alloca-
ticn all equipment located within the
transmisslon switchysrd. The allocation
of malntenance costs for equipmeat withia
the switchyard 1s provided for ian the
CAPCO Accounting and Procedure Haawal,
Section 05-04.

Clearing Accounts

184

Cost of iabor, materlals used and expenses Incurred in survelllance tesilng and other
activities which sre directly related Lo Perry Plani Power Station and which are charged
to CEI clesring asccounts will be distributed monthly te appropriste Perry Plant Power
Station operstion and maintenance expense accounts im accordasnce with aliocation perceat-
sges 38 determined by CEI. CET will perlodlically review these aliocatlon percentagea for

reasonableness.
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Section II A. Allocation of Operation and Maintenance Costs

Direct Charge
Plus Allacatlon Common Conts

PY of Common Costs Allocated
FERC Sub- PY No. | to PY Ko. 1
Acct. Acct. Description Codes Codesn

Clearing Accounts (Cont'd)

163-100 Perry Warehouse OUperation and Malautenance

Costs telating to purchasiag, msterial control - handling - Lnspection - quality and
safety control for such activities and storeroom malntenance exclusively for Perry
Plant wikl be charged to this account.

te I: Charges made to the primary sccounts will include di{stributicns from clear{ss accounts for
such costs as direct supervision, clerical and secretarial activitles, patd time not wc-ked and plant
stores handling costs for all Percry employees not on the Treasurer's Payroll.

Note 2: Accounte used follow those prescribed by the FERC Uniform System of Accounts. If the PERC

changes thelr System In the future, Perry Plant accounting will follow the changed systen.

te 3: See FERC and the CEl Uniform Systeme of Accounts for Che appropriate charges to these accounts.
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gection [I Bs Allocation Codes and Explanacions

Allocation of Common Costs to Perry Plant
mt No. |

The basis for allocating common costs to Perry Plant Unit No. | %3 as followa:

C The portion of the cost to be allocated to Perry Plant-Unic No. 1.
shall be the quotient of (a) the prevailing Nec Demoastrated Capa-
bility of Perry Plant Unit No. | divided by (b) the sum of the Net
Demonstrated Capabilicy of Perry Plant Unit No. 1. All common costs

are therefore allocated to Unit No. l.

Allocation of Costs Among CEI, DL, OE, PP and TE

The bases for allocating asong the Participaats the sum of those costs which
are charged to Perry Plant Unit No. | and the portion of the common costs

which are allocated to Percry Plant Unit No. | are as follows:

0l The coscs shall be allocated among the Participants in proportion Co
their present respective generaction entitlement share in Unit No. |
are as follows: 31.11% to CEI, 13.74% to DL, 30.00% to OE, 5.24% to

PP and 19.91% co TE.
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The costs during the curreat wonth shall be allocated To a Pariici-
pant in proportion wv a fraction, the numeracor of which is the
variable portice of the Btu imput to the main unit turbine used to
produce the kilowatthours of energy taken by that Parcticipant during
the current month, and the danominator of which 1s the variable por-
tion of the Btu input used in producing all of the kilowatthouts of
energy taken by all of the Parcticipants during that same month; these
Btu inputs being calculated hourly and accumulated monthly in sccord-
ance with the principlex of allocation of heat cousumption ut“!or:h

in Section 11I.

The costs during the curreént month shall be allocated to a Partici~
pant in proportion to a fraction, the numeracor of which is the total
tu of energy consumed by that Pavticipant during the preceding
twelve-month period and the d’ononinncor of which is the total Btu of
energy consuned by all Participants during that same preceding twelve=

month period.

The costs during the curreat month shall be computed by using Par-

ticipant's costs. These costs will be accumulated by the operating

company to arrive at the total unit coat.
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Section I1l. Puel

Nuclear Puel

The quantities of auclear fuel materials required for effilcient operation of
the Unit ahall be owned or leased by the Particlipants of Perry Plant Mnit

No. | in percentage shares equaling the respective generation entitlement
share in the Unit 1in which the fuel materials ara intended to be used. As the
quantity of fuel (s consumed, any {mbalance in nuclear fuel natnrgnls.shnly bhe
adjusated monthly %o the generation entitlement share in tChe Unit. Monthly
calculation of the cost of the fuel consumed aay be done by the operating
Participant or by each Participant. Since the cost of fuel may be different
for each Participant, total fuel cost shall be determined by adding each
Pnrctctganc'a cost. At the deginning of each month, each Participant's un-
amorcized value {n nuclear fuel materials must be¢ in proportion to that Par-
ticipant's share of the original cost of fuel, Each Parti{cipant's share of
the original cost need not be equal to that Participant’'s generation entitle~
ment share in the Unit., Adjustments to maintain such proportional unamort{zed

value will be nade monthly {n accordance with Section VI of this Exhibit.

The accounting for owned or leased nuclear fuel will be in accordance with Che

PERC Unifory System of Accounts.

The following baste principles shall govern the calculation of depletion

(amortization) of fuel assemdlies installed in the reactor for heat production,
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Nuclear fuel assemblies shall be considered to he producing heat only

duriog periods of zero or positive net generation.

During periods of negative uet generation, it will be considered that Loe
stalled nuclear fuel asseablies are oot producing heat and are not thus
consumed., During periods of negative net generation, records of station
dervice alectric energy supplied by the gystem shall be maintained and
the Participants f{a the Uait shall be invoiced for such eleectric enevgy
in preportien to their genaration entitlement share in the Unit at the
operating Participaat'ys system average production cost (.1nc>1;d”1ngmt;.¢t
purchased power costs) during the curreat calendar muehl adjusted to ex-
clude the output and cost during the current calendar month of the Unit

to which such statien service energy was supplied.

During periods of zero or positive net generation, the components of

congumption of heat frow auclear fuel assemblies shall be considered to
consist of a fixed heat consumption component and a variable heat con-
sumption component, The components of heat consumption are Lllustrated
by the current turbineegenerator heat consumption curve for the Unit as
agreed to by the Participants. The fixed portion of heat consumption

conaiges of the heat produced by the reactor required to supply station

service electric energy plus heat losses in the plaat,

1
Note: Fgtimated costs will be used for the current mouth's caleulation and

4a adjustment, based upon the deviation of estimated vs. actual cogts,
will be sade {n the next succeeding month's billing.
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Durlcg periods of zero or poaitive net generatlon, the (ixed and variable
portions of the total unit heat consumption shall be calculated on an
hour~by-hour basis. The fixed portion of the Unit heat congumption shall
be the product of service hours accumulated duriﬁg periods of zeros or
poaitive net generation times the fixed unit heat consumption aas iadi-
cated on the current turblae-generator heat consumptiocn curve for the
Unit aa agreed to by the Participants. The variable portion of the unit
heat consuppticn shall be the total uet maia unit generacion in chhr/h:
converted to Btu/hr, excluding the fized unit heat consumptiou, utilizing
Che relationship between Mw hr/hr versus Btu/hr as represented on the
current turbine-ganerator hest consuaption curve for the Unit as agreed
to by the Participants, The total unit heat consumption shall be the sum
of fixed and variable portions of the uait heat consunpcion.. The portion

of the cost of nuclear fuel consumed to be considered to be atcributshle

"to fixed unit heat consumption for each Participant shall de the total

cost for each Participant of muclear fuel conaumed times a fraction, the

numerator of which {s the monchly fixed unit heat consumption and the de-
aoainator of which is the total monthly unit heat consumption, The por-

tion of the coat of nuclear fuel consumed to be attributable to variable

heat consumption fov each Participant shall be the total cost of nuclear

fuel consumed for each Participant minus the portlon of the cost of nu~

clear fuel consumed attributable to fixed unit heat consumption for each

Participant.



S

6.

Attachment 2
PY-CEI/NRR-2333L
Page 28 of 38

In determining the cost of nuclear fuel consused, cosats shall be cal o=
lated using amortizaticn in proportion o main unit heat consunption,

such coet taking into account the original acquisition cost for each
Participant of the materials and services requirvred to provide the fual as
originally inscalled, the predicted total heat output of the assemblies
and the estimated net value of salvage materials. Each Participanc may
calculate 4te share of the cost of nuclear fuel congumed or, L€ requested,
CEI shall calculate such cost of nuclear fuel conaumed using methods
and/or computer codes conaidered acceptable by the Participaats for this

purpose.

For owned nuclear fuel, the monthly nuclear fuel expense shall be deter=

uined by the formula:

rcc-zc (Ac-S)

where:

FC = Nueclear fuel expense during the currént accounting wmoath,
E_ = The energy, in Btu, produced during the current accounting moath.

Ef = The energy, in Btuy, expected to be produced from the beginning of

the current accounting month until the estimated end of life of the
fuel,

A = The unamortized value of the fuel as reflected by the difference
between the halances in Accouncs 120.3 (Nuelear fuel agsemblles in
reactor) and 120.5 (Accunulated provision for amortization of au-

clear fuel assemblies) at the beglaning of the current accounting
wonth,

St » Anticipated salvage value of the fuel with related deductions in=-

cluding, but not limited to, shipping, reprocessing and waste dis-
posal costs.
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The monthly charge to expense for leased auclear fuel consumed iy com
posed of (a) a burnup expense related to energy resource congyaption, (b)
a finance charge expense on either a current or levelized basis, and, L€

appropriate, (c) amortizetion of accumulated deferred expenses.

a. Monthly Burnup Expense
The monthly burnup expense shall be calculated as follows:

)" zc (cc -85.)

Ef_

£

where!
h Burnup expense for the current accounting month.
E = The energy, in Btu, produced during the curreat accounting nonth,

E._ = The energy, in Btu, expected to be produced from the beginning
Y of the current accounting month to the end of life of the fuel.

C = The lessor's net iavestment (acquisition cost as defined in the
lease agreement less burnup expenses prior to the current ace
counting month) at the begilaning of the curreat accounting month,

S = Anticipated lessors net investment at the end of the lease-tern,
representing the salvage value of the fuel with crelated deduc~-
tions tneluding, but not limited to, shipping, reprocessing and
waste disposal costs.

B, Moncthly Finance Charge Fxpense

At the election of each Participant, which election may be ade
separately for each batch of auclear fuel, the monthly finance charge
expease may be calculated in either of the following two ways:

1. Current finance charge expense. The amount paid or payable to
the lessor in the current month for finance charges.

F sRC
¢ et
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11. levellzed finance charge expense. The current month's share,
apportioned on energy resource consunption, of all finance
charges to be paid or payable to che lessor for finance charges
over the remaining life of the fuel including such charges for
the current moathe

Fc - Ec [(‘ncc) + (‘c6lcc~1) Foant (lfcf)l
r
£
where:
tc « The finance charge expense in the current accounting month.

Ec = The energy in Btu produced in Che curreat accounting monthe.

(5]
L]

¢ The energy in Btu expected to be produced from the beginning of
; the current accounting month to the end of the lease tarm.,

R = The actual or estimated lease rate in month 1, expressed as the
decimal equivalent of perceat per month, as defined in the lease
agreement or as calculated to produce total monthly coets of fi-
nancing including any financing relaced fees. R 13 the rate
for the curreat month and nf is the rvate for the® final month of
the lease term.

.

C = The lessor's actual or estimated net {nvestment at the beginaing
of month L (scquisition cost as defined in the lease agreement
less burnup payments made to the legsor prior co month L), C

1g the value at the beginning of the current month and C . 1is Ehe
value at the beginning of the final month of the lease térm.

-

¢« Monthly Amortization of Deferred Expense

The monthly amortization of deferred expense shall be calc¢ulated as
follows: :

mc-;s(np+aa)
f
where:

DAc « The amorcization of deferred expense dyring the current account-
fng monch.

E = The energy, in Btu, produced during the current accounting
aonth.

E = The »aergy, in Btu, expected to be produced from the beglinnling
of the curreat accounting month to the end of the life of the
fuel.
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D = The unamortized portion at the beginaning of the current accouac-
iog moath of the deferred expense related to the period prior

to the beginning of comwercial operation of the leased auclear
fuel.

D = The unamortized portion at the deginning of the curreat accounte
{ng sonch of the deferred expense related to the period after

the bagianing of commeccial operation of the leased muclear
fual.

04

0141 vequired for operating the UDaoit shall be procured by CEI. 01l which is
purchagsed prior to beginaing of commereial operation of UDait Ne. ! 13 charged
to the project work order. Prior to coammercial operation of Unit No. 1, a
pliysical inveutory of oil at the site will be conducted by CEI. Subgsequently,
such oil will be transfarred from the project work order to Account 151 (Fuel
Stock ~ 0il). 0Ll which L3 purchased after the commercial operation date of
Unit No. | will be charged directly to Account 151,

Monthly oil usage shall be credited to Account 151 and charged to the follow-

ing operation expense accounts:

A/C 518=10 « Emergency Diesels - Fuel Consumed

A/C 524-8 - Auxiliary Boiler - 04l Conaumed

Bach Participent's share of the oill inventories at the beginning of each month
@ust be equal to that Participant's generation entitlement share. Adjustments

to maintain sueh proportlonal ownership will be made monthly in accordance

with Sectlon VI of this Exhiblc.

0
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Section IV. Materials and Supplies

Matecials and supplies required for the operation and maintaenance and Subse-
quent congtruction of the Unic shall be procured by CEI. Materials and sup-
plies which are purchased prior to the beglnning of commercial operation of
Parry Plant Unit No. | are charged to the project work order. Prior to com=
mercial operatlon of Unit No. 1, a physical iaventory of materials and sup~
plies at the site vill de conducted by CEI. subsequenﬁly. such materials and
suppliea will be transferrved from the project work order to Account 154 (Plant
Materials and Operating Supplies). Materials and supplies which are purchased
after the commercial oparation date of Unit No. | will be charged directly Co

Accouat 154.

Monthly materials and supplies usajge shall be credited to Account 154 and
charged to the appropriate operation and maintenance expense accounts, as de-
scribed in Section II B and subsequent construction as defined in the Suhse-

quent Construction Agreemant,

Each Participant's share of the materlals and supplies {nventory at the hegin-
ning of each month must e equal zo that Participant's generation entitlement
share in the unit, BL1lling adjustments to maintain such proportional genera-

tion entitlement share will he made monthly in accordance with Section VI of

this Exhibte,
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Section V. Othar Expenses

For inteccompany billing purposes, labor aud material additive cosCs at cur=-
rent rates prevalling at CEI as adjusted from time to time shall be added to
the labor and material components of operation and maintenance costs of Perry
Plant Uait No. | to which such races are applicable and shall be shared by
the Participanis on the same basis on which che primary labor and material

coats are ghared.

In addition, an allocation will be wade of Account 556, System Control and
Load Dispatching Couts Related to Production, and Account 557, Other Produc~
tion Expences. These costs would be allocated to Perry Plant Unit No., | on a
irect basis vhere a dicect relatiooship exists, or on a net generating cap-
ability ratio when a direct relationship does not exist. Aceount 55 will ine
c¢lude ouly those load dispatching costs incurred by CEL that are aciributable
to the Perry Plant Uait No. I, Included in Account 557, Other Produczion
Expenges, are other production expenses not directly agsignable to the other
predustion accounts. These costs included ‘a Account 557 may be charged
directly where a direct relaclonship exists or, Lf not, they may be allocated
On & net genarating capab!liCy basis. The involce will idencify agounts

billed that were Lncluded in Account 557.

For intercompany billing purposes, administracive and general (A4G) expenses
shall be allocated to Perry Plant Unic No. | on the basis of the composite
‘hfﬁ;‘Ycar woving average ratio for CEI calculated at the end of each calendar
vear in accordance with the following formula to become effective on July 1

of the followiag vear.
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L.l (1L « p/?) + O‘

}
(Le-L'zT(T ¥ pIP) + ZES:-'OQ‘)’z

In which:

de and 0.l = The three-year sums of direct labor expense and direct other-
than-labor expense, respectively, charged to the following
accounts:
ls Account 920, Administrative and General Salariean,

Z. Account 921, Office Supplies and Expenses.

3. Account 922, Adminiscrative Expenses Transferred - Credic,
excluding (1) any reduction for A&G costs billed to other
Parcicipants, and (2) any increases for A&G coscs paid to
other Participants.

(1 + p/P) » A cost ratic by means of which those expenses directly associe
ated vith payroll (labor additives) may be added to direct labor
charges.

P = The chree-year sua of the following labor additives:

x le Payroll Taxes
Federal Old-Age Benefits
Federal Unemployment Insurance
State Unemployment lnsurance

2« Workers' Compensation and/or Injuries and Damage (Payroll
relacted costs oaly)

3« Employee Pensions and Benefits (Account 926)

4. Pay for Time Not Worked

Exclude any labor addicives which are included with the basic direct labor

charges, examples of which might be “Pay for Time Not Worked” or “Pavroll

Taxes.”
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P = The three-year sum of the total payroll with which the above
labor additives are assoclated.

L. and 0. = The three—-year sums of direct labor expense and direct other-
than-labor expense, respectively, charged to all operation and
malintenance expense accounts except accounts for fuel and pur~
chased/interchangs power for the entire Company, excluding (1)
any reduction for direct lahor expense and other-than-labor ex~
pense billed to other Partictpants, and (2) any i{ncreases for
direct labor expenses and other-than-lahor expenses pald to
ather Participants,

L and 0 2 " The three-year sums of direct lahor expenses and direct other-

» than-lador expense, respectivaly, charged to all Administrative
and General Expense Accounts 520 through 915, iaclusive.

a2

The amount of adainistrative and general expenses to be allocated to each Par-
ticipant durlng a given pertod shall be the product of the adbove ratlo multi-
plied by the total operatinn and maintenance expenses and labor additives,

excluding Account 518, allocated to the Participant for that period.

Payroll Ad *iVves on "rect Labor Cost

Payroll additives on direct labor costs will be computed using the same compo-

nents as used {n the | + p/P basls, except it will be a monthly rate on a one=

month lag basis.
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Section VI. Billing

The monthly bill for operation and maintenance expenses will include costs for

maceria's and supplies, oil and nuclear fue! and other operation and maiate-

nance expenses.

l. Materiala and Supplies (M&S) and 041 Supplies

2.

CET shall procure M&$ and Oil and pey vendors all payments as they becowe
due and shall promptly bill che Participants {n the unit for their re-

spective ghares of such procureaents.

Since the Participants Lo the Unit will own M&S and Oil iuventory in pro-
pottion to, their generatioun entitlement share in the unit, the Partici-
pants will be given credit on the sonthly bill for cheir ahare of the MsS
and 011 which were consumed and charged to expense during the billing
period. lacluded in the monthly bill will be charges or credits for M&S
and 01l necessary to maintain, at the beginaing of each month, the Par-
ticipant's remaining generation enticlement share in MaS and 011 4n pro-

porsion to cheir original generation entitlement share in M&S and Oil.

Nuclear Fuel

Nuclear fuel may be owned or leased. With respact to the procurement of
owned nuclear fuel for the Unic, CEl will pay vendors payments as Chey

become due having received from the Participants on the business day
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on or before the payment date the Parnicipanta' respective shares of such
payments; or each Participent may pay and accumulate the coats of fuel
they purchase for the Unit. With respect to the procurement of leaged
nuclear fual, CEI as agent for the Participants, may instruct the lessor
for the Unit to make payments to vendors as they become due; or each Pare
ticipent may {ostruct its {ndividual lessor to make payments aa they be-~

come dua.

If the fual 1e leased and CEl (s the agent of the leasge, CEX ‘vtllupcy to
the lessors all payments as they become due, having received from the
Participants their respective shares of such payments on or before the
payment date. 1If .the Participants utilize their own lease agreements
they will pay their respective shares of the lease c?ccs directly to the

lessorsg,

CEL shall make payments for the digposal of spent nuclear fual from the
Unit in accordance with cthe U.S. Department of Energy Contract No.
DE--CROL=85 RWQ0046, having received from the Participants {n the Unit
thair respective shares of such payments on the business day prior to the

payment date.

Included in the monthly bill will be adjustments between Participants of
nuclear fusl expenses necessacy to malntain, at the beginaing of each
aoath, the Participaants' remaining owned shares or lease shares ia the
lo-core value of uuclear fuel Ln proportion to their original cost of

owned ghares or lease shares of the fa=core value of nuelear fuel,
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If aoy Participant chooses to compyce Lts share of amortization and ex-
pense, CET will furnleh such Participant with heat consumption and mega-
watthour data as appropriate and the Participant will perform such
conmputation and furnish CEI with che results to accumulate the total cost
of fual conoumed. If & Participant elects to have CEI compute {Cs share
of amortization and expense and the Partlcipant Ls supplying Lts own in=
dividual lease financing, such Participant will fyrnish CEI with financ-
ing chacge data aud CEI will furnish such Participant with the results

of the computation,

3. Honthl ration and Maintenance Expense

CEI will b{ll the Participants in Perty Plant Unit No. | monthly for
their respective shares of operation and malntenance expenses for the

Dait.,

NOTE: Costa of subsequent construction will be billed separately in accorde
ance vith the Subsequent Construction Agreement and will not be part of

the Qperaction and Maintenance dill,
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OPERATING AGREEMENT

Perry Unit No. 1

This Agreement, dated March 10, 1987, entered into by and
between The Cleveland Electric I[lluminating Company, an Ohio
corporation ("CEI"); Duquesne Light Company, a Pennsylvania
corporation ("DL"); Ohic Edison Company, an Ohio corporation ("OE");
Pennsylvania Power Company, a Pennsylvania corporation ("PP"); and
The Toledo Edison Company, an Ohio corporation ("TE") (sometimes
collectively referred (o herein as the "Participants" and

individually as a "Partlcipant"),

WITNESSETH:

1. CEI, DL, OE, EP and TE have provided for the
construction on a tract of land, known as the Perry site and
consisting of approximately 1,100 acres located near Lake Erie in
North Perry Village and Perry Township, Lake County, Ohio, of a

nuclear electric generating unit, having a net rated capacity in the

1,200,000 kilowatt class, known as "Unit No. 1" or the "Unit".
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The Unit was constructed pursuant to a Construction
Agreement among the Participants dated July 22, 1974 (hereinafter
sometimes referred to as the "Constructlon Agreement"), as amended by
the Memorandum Agreement dated January 29, 1975 relating to capacity
deferrals, the Mesorandum Agreement dated Noveaber 15, 1978 relating
to schedule changes {n construction, the Memorandum Agreement dated
July 1, 1981 relating to schedule changes {n construction and
ownership changes, and the Memorandum of Agreeaent dated September
20, 1982 relating to amendments to construction and operating
agreements. As of the date of execution and delivery hereof, the Unit
is owned by CEI, DL, QE, PP and TE as tenants in coamon with
undivided {nterests of 31.11%, 13.74%, 30.00%, 5.24% and 19.91%,

respectively.

The tera "Unit No. 1" and the word "Unit" as used in this
Agreement, shall mean and include such Unit and the coemon facilities
allocable thereto. The interests {n land associated with the Unit

referenced above are referred to as the "Unit No. 1 Site".

This Agreement provides for the operation and maintenance
of all or any portion of Unit Na, 1 from {ts date of commercial

operation and thereafter.

2. Subject to matters requiring joint action as
specifically provided herein or as required by law, CEI, on {ts own
behalf and on behalf of DL, OE, PP and TE, shall operate and maintain

the Unit and Unit No. 1 Site, provide necessary materials and
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supplies including fuel as provided in Section 11, and make any
additions, replacements and retirements with respect to the Unit,
taking all steps which {t deeas necessary or appropriate to carry out
the provisions of this Agreement, all {n accordance with sound
engineering and operating principles and practices and applicable
laws, codes and regulations; provided that, with respect to the Unit,
additions, replacements and retirements {nvolving material changes {n
capability, useful life, basic methods of operation of the Unit and
similar matters, and not {ncluded in the budget with respect to the
Unit approved in accordance with Section 12 hereof and not of any
emergency nature, shall be made only upon mutual agreement of the
Participants. Retirements with respect to the Unit shall be aeffected
only in a manner cons{stent with any applicable provisions of the
respective mortgage indentures of the Participants or any financing
lease relating to the Unit and the interests thereln to which a
Participant {s a party, coples of which will be provided to all

Participants).

3. [Each Participant shall be entitled to its generation
entitlesent share of the hour-to-hour net operating capacity of the
Unit as determined by CEI, and the energy associated therewith. The
initial generation entitlement share of the original Participants
shall be as follows: CEI 31.11%, DL 13.74%, OE 30.00%, PP 5.24% and
TE 19.91%. Ceneration entitlement shares may be assigned and
modified in accordance with Section 25 hereof.

4. CEI will keep:the Participants {nformed as to the

expected maximum hour-to-hour net operating capacity of the Unit
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peraissible for proper operation of the Unit, as determined by CEI,
as {t may vary in accordance with conditions existing froa time to
tise. Each Participant shall reserve {ts desired share of capacity
in the Unit and schedule its desired share of energy assoclated
therewith, on an hour-to-hour basis, up to the limits of its
generation entitlement share, all in accordance with procedures to be
agreed upon by the Participants. Subject to necessary outages or
reductions in capability, the Unit shall be operated by CEI so as to
produce capacity and energy equal to the suas of the capacity
reserved and energy scheduled by the Participants. CEI shall
exercise {ts best efforts to achieve a balance between the scheduled
output of the Unit and its actual output, and any {mbalances shall be
recorded and appropriate adjustments made periodically "o reduce such

{mbalances.

§., CEI will keep the Participants informed as to the
expected ainisuam net generation for proper operation of the Unit, as
detersined by CEI, as it may vary in accordance with conditions
existing from time to time. At any time when the Unit is operated at
the level of such minimum net generation, each Participant shall
schedule an asount of energy from the Unit equal to its percentage
generation entitlement share specified in Section 3 of such ainiaum
net generation, provided that i{f any Participant shall schedule acre
than {ts generation entitlement share of such minimum net generation,
the other Participants shall schedule not less than the balance of
such minimus net generatian in proporticn to their generation

entitlement shares.
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6. The Participants authorize CEI to provide and CEI shall
provide a staff of coapetent engineering, supervisory, operating and
maintenance, and other appropriate personnel to operate and maintain
the Unit and the Unit No. 1 Site. Such staff and all other employees
of CEI performing work in connection with the operation and
maintenance of the Unit and Unit No. ! Site shall be, and for all
purposes shall be considered to be, employees only of CEI. Such
staff and employees shall receive their instructions and orders only

from appropriate officlals of CEI.

7. Subject to any applicable restrictions contained in
Sections 2 and 11, the Participants hereby appoint CEl as their agent
in respect of the Unit and Unit No. 1 Site, and CEI agrees as the
agent of such Participants and as principal on {ts own behalf, to
negotiate, execute and enforce contracts (including purchase corder
contracts), either in CEI's name only or in the name of CEI on {ts
own behalf and as agent for the Participants, providing for the
purchase of materials, equipament and services for the operation and
maintenance of the Unit and the Unit No. 1 Site, including the
provision of nuclear material and nuclear fuel asseablies in
connection with the operation of the Unit and the obtaining of
necessary governmental authorizations therefor. The Participants
hereby ratify and confirm all contracts entered into by CEI prior to
the execution of this Agreement relating to the coperation or

maintenance of the Unit or Umit No. 1 Site.
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8. Scheduled mainterance of the Unit shall be performed by
CEI in accordance with the CAPCO Basic Operating Agreement as amended
Septeaber 1, 1980 among CEI, DL, OE, PP and TE, and as subsequently

amended, or any extension thereof or successor agreement thereto,

9. CEI shall keep the Participants {nformed concerning the
operation and maintenance of the Unit and Unit No., 1 Site and CEl's
plans with respect thereto, but no failure of CEI to provide
information pursuant to the provisions of this Section shall relieve

any Participant of any of their obligations under this Agreement.

CEI shall accord each of the Participants access to the
Unit and Unit No. 1 Site at all reascnable times and in accordance
with established safety and security procedurexr in crder that their
representatives may examine the Unit and Unit No. 1 Site and observe
the operation of the Unit. On request therefor, CEI shall supply
each Participant with copies of any regular and special reports on
the operation, maintenance and condition of the Unit and Unit No. 1
Site, whether made by employees of CEI or by other engineers,
consultants or advisers. The Participants shall consult fros time to
time as to the operation and maintenance of the Unit and Unit No. 1
Site and CEIl shall consider any proposal or suggestion of the other

Participants with respect thereto.

Each Participant may at {ts own expense provide and
maintain comsunication, telemetering and control equipment connected

to CEI's System Dispatch Office necessary (1) to monitor the Unit,
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(2) to integrate {ts generation entitlement share froa the Unit with
its control of {ts other sources of generation, or (3) {f and when
the Unit i{s automatically regulated by CEIl, to participate in the
regulaticn of the Unit. Such equipeent and its operatieon shall be
subject to, and shall not interfere with, CEl's control of the Unit
and shall not unduly affect the operation of the Unit or the systea

of any Participant.

10. The Participants will cooperate with CEI in all
activities in connection with the Unit and Unit No. 1 Site,
{including, without limitation, the filing of applications for
authorizations, permits and licenses, and the execution of such other
documents as may be reasonably necessary to confirm CEI's authority
to act for thea and the assumption by them of thelir proportionate
shares of the obligations to be incurred pursuant to this Agreeaent,
but, except at CEI's written request or as expressly permitted by
this Agreesent, no such other Participant shall incur any obligation
in connection with the Unit or Unit No. 1 Site which would or might

obligate CEI or any other Participant to any third party.

11. The Participants understand and recognize that nuclear
saterial and nnclear fuel assemblies for Unit No. 1 may be the
subject of agreements between the parties hereto relating to or
resulting from joint or individual planning, scheduling and
purchasing by the Participants hereto as a part of nuclear fuel
arrangeaments for the Unit and other units owned by some or all of the

Participants hereto. Subject to and in accordance with such
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agreements (such as the Memorandum of Understanding, dated March 31,
1985, relating to Company by Company Manageaent of Uranium inventory
and deliveries) as may exist froa time to time and be applicable,
each Participant shall be responsible for a percentage of the nuclear
fuel requirements for the Unit equal to its generation entitlement
share, and CEI shall manage, schedule deliveries of and handle fuel
supplies to the Unit, including hapdling of spent fuel froa shipaent
off-site through final reprocessing and disposal of radiocactive
wastes, whether under contracts entered into by CEI with third
parties or under contracts entered into prior to the execution of
this Agreement by the Participants with third parties. Accounting
for nuclear materials, nuclear fuel assemblies and fuel handling
expenses shall be handled in accordance with Exhibit A attached

hereto and made a part hereof.

12. CEI will prepare, revise from time to time as
appropriate and furnish to each of the other Participants un annual
budget showing by months to the extent possible, the expected
operating and maintenance expenses, capital expenditures and
retirements with respect to the Unit and Unit No. 1 Site. Any
Participant may raise objections to items contained in such budget
and {f all Participant agree such {teas shall be deleted froe the
budget. CEI will also prepare, revise froa time to time as
appropriate and furnish to the Participants projections of such
budgets for such reasonably‘longer periods of time as may be

requested by the Participants.
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CEI will make such records and keep such accounts,
consistent with sound acc inting practices, as will permit each of
the Participants to record on {ts books any transactions provided for
herein, in conformity with the Unifora System of Accounts prescribed
for Public Utilities Comaission and Licensees by the Federal Energy
Regulatory Commission ("FERC") and any state comaission having
Jurisdiction, as such systeas of accounts are now in effect or are
hereafter modified or amended. The Participants and their respective
{ndependent auditors shall have access at all reasonable times to
such records and accounts and CEI will furnish copies of all or any
part thereof as requested. CEI shall preserve and maintain the
originals of each of such records and accounts for at least such
periods of time as any Participant may request, having in aind the
requirements of regulatory authorities having jurisdiction and the
policies and practices of the Participants with respect to retention

of records.

CEI shall prepare and furnish each Participant coples of
continuing property records with respect to the Unit and Unit No. 1
Site in such form as s agreed to be reasonably necessary to conforam

to the accounting requirements of each Participant.

The cost of making, preserving and making copies of such
budgets, records and accounts with respect to the Unit shall be borne
by the Participants {n proportion to their respective generation
entitlement shares, except that any costs {ncurred for the special

purpose of a Participant shall be borne by such Participant.
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CEI shall have specilal audits conducted, as to the Unit,
with respect to the matters provided for i{n this Agreement, either
internally or by independent auditors, according to such programs and
procedures as agreed to be necessary to conform to the auditing
requirements of each Participant, and shall furnish copies of the
reports of such audits to the Participants. The cost of making such
audits, including any participation by any Participant's auditors
agreed to be desirable and necessary, shall be shared by the
Participants i{n proportion to their respective generation entitlement
shares. Any Participant may, at {ts own expense, make such further
audits, using i{ts internal or independent auditors or both, as it may

dees desirable.

13. All costs and expenses ntemplated by this Agreement,
including overheads, directly or indirectly associated with the
operation and maintenance of the Unit or Unit No. 1 Site, whether
incurred by any or all of the Participants shall be shared by the

Participants in accordance with Exhibit A.

The type of administrative and general costs set forth {n
the CAPCO Accounting and Procedure Manual in use at the time such
costs are incurred by CEI shall be allocated by it among the total of
all of generating stations operated by it, including the Unit,
utilizing the bases of allocation set forth in the CAPCO Accounting
and Procedure Manual. If réquested, any Participant will make such

eraminations, analyses or studies as would go to support the
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reasonableness of the specific costs so allocated to the Unit or
provide a basis for modification to achleve such reasocnableness with
respect to either the specific costs or the total administrative and
general expense allocation. Shareable costs which are i{ncurred by
the Participants with respect to the Unit shall be accumulated and
billed by CEI on a direct charge basis drawn froa specific records or
reasonable estimates with applicable additives as agreed upon by the

Participants.

Except as otherwise provided above, the accounting methods
and practices normally in use at the time by each of the Participants
in deteraining and assigning operating and maintenance costs and
expenses, generally, are to be used by such Participant for the
purposes of this Agreement, unless otherwise agreed, provided such

methods and practices are consistent with sound accounting practices.

14, It i{s the intent of the Participants that so far as
possible each shall separately report, file, be responsible for and
pay all property, franchise, business or other taxes applicable to
its interest (whether owned or leased) in the Unit or Unit No. 1
Site. To the extent that such taxes may be levied on or assessed
against the Unit or Unit No. ! Site or its operation, or the owners
or their related Participants {n such manner as, in the opinion of
the Participants, makes {mpracticable or inequitable the carrying cut
of said intent, then such taxes shall be deemed a part of the cost or

expense of the Unit or Unit No. 1 Site or the operation of the Unit.
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15. As soon as possible after the close of each calerdar
month, CEI shall advise the Participants as to their respective
shares of estimated operaticn and maintenance expenses with respec:
to the Unit or Unit No. 1 Site, and costs of adjustments {n shires o
fuel <ntories and/or materials and supplies inventories for the
Unit for such preceding month by FERC account numbers. Fuel expense
data shall preferably be supplied on or before the fourth working day
of the following month, and the other data preferably on or before

the eighth working day of such month,

As soon as possible after the close of each calendar aonth,
preferably on or before the 25th of the following month, CEI shall
prepare and deliver invoices to the Participants for their respective
shares of actual fixed and variable operation and maintenance
expenses and costs of adjustaents {n shares of fuel {nventories
and/or materials and supplies inventories for the Unit for such
preceding month, by FERC account nuabers, in accordance with Exhibit
A. The amount billed shall be payable upon receipt. If such bill {s
not paid within fifteen days after the mailing of any such invoice,
interest on any unpaid amount shall accrue from the due date of such
unpaid amount and shall be pald for each month or part therecf at the
higher of (a) 1%, or (b) the monthly equivalent of the current Chase
Manhattan Bank Prime Rate, as published quarterly in the CAPCO
Accounting and Procedure Manual in effect during the period in which

such asount resains unpaid.
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The Participants shall from time to time jointly deteramine
and furnish on an equitable basis the amount of working capital
needed for the operation and maintenance of the Unit, and the shares
thereof to be provided by each. If the Participants so agree, any
Participant or Participants may provide all or part of the working
cap.tal share of another Participant or Participants and shall be
compensated therefor by the payment of appropriate fixed charges (as

prescribed in the CAPCO Accounting and Procedures Manual.)

16. No Participant shall be liable to any other
Participant for any loss, cost, damage or expense incurred by any
Participant as a result of any action or fallure to act by any other
Participant in connection with the ownership, operation, use or
gaintenance of Unit VM5, 1, except for any action not taken in good
faith and prejudicing any Participant for the benefit of another

Participant.

17. If by reason of any liability to third persons arising
out of the ownership, operation, use or maintenance of any property
which is the subject of this Agreement (including personal injury to
and death of third persons and damage to property, but other than
1iability under the Workers' Compensation Laws of Ohio), any
Participant shall be called upon to make any payment or i{ncur any
obligation in greater percentage of the total liability than {ts
proportionate generation entitlement share in the Unit, the otrer
Participants shall indelniryland reimburse such Participant i{n such

amount as will cause each Partici{pant to share such liability in
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proportion to {ts generation entitlement share, i{rrespective of the

negligence of any Participant.

18. CEI shall use its best efforts to arrange for and
saintain appropriate insurance to cover (a) risk of damage to or loss
of the Unit or the Unit No. 1 Site and materials and supplies held
for use in connection therewith, including risk or damage or loss due
to a nuclear incident, (b) liability for bodily injury to, or death
of, or damage to property of third persons, including liability due
to a nuclear incident, arising out of the ownership, operation, use
or maintenance of the Unit, and (c¢) such other risks as the
Participants may agree shall be so covered. CEI shall give good
faith consideration to requests by a Participant for an increase in
or addition to insurance maintained with respect to the Unit or the
Unit No. 1 Site, provided that such {ncrease or additiocnal insurance
{s consistent with prudent utility practice. The cost of such
{nsurance as well as any losses not covered by insurance shall be
shared by the Participants in propertion to their respective
generation ent{tlement shares in the Unit, and the Participants shall
be named insureds in all policies purchased hereunder,

Each Participant shall have the right to have any lessor
and any assignee thereof under a sale and leaseback transaction named
on all or any of the insurance policies as loss payee or additional
{nsured as {ts interest may appear, by notice in writing to CEI given
in writing not less than fifteen (15) days prior to the date proposed

for such naming, which notice snall specify the name or nases of such
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lessor and such additional Information as may be necessary or
required to permit it to be included on the policy(ies) of insurance.

CEI shall assist the insurers in the investigation,
ad justaent and settlement or defense of all claims covered by such
insurance, and shall investigate, adjust and settle or defend all
claims or losses arising out of the ownership, operation, use or
maintenance of the Unit or Unit No. 1 Site and no. <ivered by
insurance carried by any of the Partlicipants, subject toc approval of
all Participants involved or thelir related Participants of any such
non-insured claim, or coabination of sucn claias arising cut of the
same occurrence, in excess of $200,000.

Any Participant may separately procure at its own cost such
other insurance as it may deea appropricte. Each Participant shall
sake arrangements for appropriate workers' compensation coverage for

its own eamployees.

19. No Participant shall be consider:d to be in default in
the nerforrance of any of its obligations hereunder (other than
obligations to pay money) if failure of perforsance shall be due to
uncontrollabls forces. The term "uncontrollable forces" shall mean
any causa beyond the control of the Participant affected, including
but not limited tc failure of facilitles, flood, earthquake, storm,
fire, lightning, ep.deaic, war, riot, civil disturbance, labor
dispute, sabotage, restraint by Court order or public authority, or
{nability to obtain necessary licenses, peraits or other governmental
authorizations. Nothing cortained herein shall be construed so as Lo

require a Participant to settle any strike or labor dispute in which
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it may be involved. Any Participant which {s unable to fulfill any
obligation by reason of uncontrollable forces shall exercise due

diligence to remove such {nability with all reasonable dispatch.

20. The duties, obligations and liabilities of the
Participants are intended to be several and not joint or collective,
and nothing in this Agreement shall ever be construed to create an
association, joint venture, trust or partnership, or to impose a
trust or partnership duty, obligation or liability on or with regard
to any of the Participants. Each Participant shall be individually
responsible for i{ts own obligations as herein provided; provided
however, that as between PP and OE on the one hand, and each of the
other Participants, the liability and responsibility for the
performance of any obligation of PP hereunder shall be the joint and
several responsibility of PP and OE. No Participant shall be under
the control of or shall be deemed to control any other Participant,
nor shall the Participants be deemed an entity by virtue of this
Agreement. No Participant shall have 1 right or power to bind any
other Participant without its express written consent, except as

expressly provided in this Agreement.

21. The Participants will elect to be excluded froa the
application of Subchapter "K" of Chapter 1 of Subtitle "A"™ of the
Internal Revenue Code of 1986, as amended, or such portion or
portions thereof as may be permitted or authorized by the Secretary

of the Treasury or his delegate insofar as such subchapter or any
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portion or portions thereof may be applicable to the Participants

under this Agreesent,

22. No Participant shall perait any unsatisfled .iens to
remain {n effect against the Unit or Unit No. 1 Site, or fuel or
materials and supplies acquired in connection with operation and
maintenance thereof (other than the lien of its mortgage, liens
permitted by its mortgage, liens for taxes and assessments not yet
delinquent, liens associated with the financings of fuel and liens
created by or in connection with any sale or leaseback transaction
peraitted by Section 25); pro-!ded that a Participant shall not be
required to pay or discharge any such lien so long as it in good
faith shall be contesting the same i{n a proceeding during which the
collection or enforcement of such contested lien {s stayed or

otherwise not permitted.

23. Fallure of any Participant to insist upon strict
performance cof any of the provisions of this Agreement, or to take
advantage of any of its rights hereunder shall not be construed as a
waiver of any such provisions, or a relinquishment of any such
rights, but the same shall continue to remain in full force and

effect,

24. This Agreement is made under and shall be governed by

the laws cf the State of Ohio.
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25. (a) This Agreeament shall {nure to the benefit of and
be binding upon the Participants and thelr respective successors and
assigns; provided no Participant will, without the prior written
consent of the others, assign this Agreement, except as the same may
be assigned (1) voluntarily or otherwise under its first mortgage,
(11) to a successor to all or substantially all of the assets of such
Participant by way of merger, consolidation, sale or otherwise, where
the successor assumes and becomes liable for all the obligations of
such Participant hereunder, or ({i{i) to a lessor in a sale and
leaseback transaction involving an interest {n the Unit, and to any
direct or indirect successor or assign of such lessor, as peraitted
hereby. Each lessor under a sale and leaseback transaction shall
have the right at any time and from time to time to mortgage, create
or provide for a security interest in or convey in trust all or any
part of i{ts ownership interest in this Agreement to a trustee or
trustees under a deed of trust, mortgage or indenture or to a secured
party or parties under a security agreement, as security for its
present or future bonds or other obligations or securities, and to
any successor or assign thereof. No such lessor, mortgagee, trustee
or secured party or any direct or indirect beneficlary, partner,
stockholder, director or any affiliate of any thereof shall be a
Participant hereunder by reason of the assignment referred to above,
or shall assume or be in any respect obligated with respect to any of

the obligations or liabilities of any Participant hereunder.

Notwithstanding any such assignment {n connection with a

sale and leaseback transaction, during the term of the lease which (s



Attachment 3
PY-CEI'NRR-23331
Page 18 of 64

25. (a) This Agreeaent shall {nure to the benefit of and
be binding upon the Participants and th. .. respective successors and
assigns; provided no Participant will, without the prior written
consent of the others, assign this Agreement, except as the same may
be assigned (1) voluntarily or otherwise under its first mortgage,
({1} to a successor to all or substantially all of the assets of such
Participant by way of merger, consclidation, sale or otherwise, where
the successor assuses and becomes liable for all the obligations of
such Participant hereunder, or (iii1) to a lessor in a sale and
leaseback transaction involving an interest in the Unit, and to any
direct or indirect successor or assign of such lessor, as peramitted
hereby. Each lessor under a sale and leaseback transaction shall
have the right at any time and from time to time to mortgage, create
or provide for a security interest in or convey in trust all or any
part of {ts ownership interest in this Agreement to a trustee or
trustees under a deed of trust, mortgage or indenture or to a secured
party or parties under a security agreesment, as security for {ts
present or future bonds or other obligations or securities, and to
any successor or assign therecf. No such lessor, mortgagee, trustee
or secured party or any direct or indirect beneficlary, partner,
stockholder, director or any affiliate of any thereof shall be a
Participant hereunder by reason of the assignment referred to at. .2,
or shall assume or be in any respect obligated with respect to any of

the obligations or liabilities of any Participant hereunder.

Notwithstanding any such assignment i{n connection with a

sale and leaseback transaction, during the term of the lease which is
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a part of such transaction and continuing unti{l such time as the
conditions of paragraph (b) of this Section have been met, the
assigning Participant shall be and remain the sole "Participant" for
all purposes of this Agreement and the sole representative (with
power to bind each lessor which {s a party to such transaction and
such successor or assign thereof, including each mortgagee, trustee,
and secured party of such lessor) in all dealings with the other
Participants in relation to the property, rights, title, and
{nterests of such Participant transferred pursuant to such
transaction; provided that the authority of sucn Participant shall
not extend to the approval of any amendzent hereto the effect of
which would be to reduce the generation entitlement share related to
the ownership interest acquired by any such lessor. A Participant
shall not be released froa any liability or obligation under this
Agreement as the result of entering intc a sale and leaseback

transaction hereunder.

(b) At the expiration or teraination of any lease referred
to in clause (1i1) of paragraph (a) of this Section, to the extent
the lesscr which is a party thereto leases or sells, or has
theretofore leased or sold, its ownership interest in the Jnit to a
person, partnership, corporation or governaental authority or agency
engaged in the generation, transaission or distribution of energy and
which meets the huclear Regulatory Commission's Creditor Regulations
(a "Transferee") and such lessor has complied with the provisions of
paragraph (c) of this Section 25 in connection with such lease or

sale, such Transferee shall be and become a Participant for all
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purposes of this Agreesent, to the extent of {ts {nterest in the Unit
(whether owned or leased), and, except as provided in paragraph (d)
below, shall be the sole Participant (with power to bind) in all
dealings with the other Participants in relation to such interest;
provided that such Transferee (other than the Participant which
assigned such (nterest) has assumed and agreed to fully perfora and
discharge all obligations of a Participant hereunder to the extent of
such {nterest to the extent arising subsequent to such sale or lease,
(except obligations {n respect of deccmmissioning and “he permanent
removal of the Unit from service which, unless otherwise assumed by
such Transferee, shall remain the obligation of the Participant which
assigned such {nterest), and each other Participant shall have been
furnished with evidence of such sale or lease and such assuaption and
agreement. At such time, the generation entitlement shares
determined as provided in Section 3 hereof shall be modified by the
Participants to reflect their respective interests in the Unit

(whether owned or leased).

(¢) Prior'to any sale or lease by a lessor of its interest
in the Unit to a Transferee, the lessor first shall have offered to
the Participants (other than the Participant which is or was the
lessee under the related lease) (the "Eligible Participants") an
opportunity either to purchase such lessor's ownership interest for
an amount specified by such lessor (the "Offered Sale Price") or to
lease such {nterest on terms specified by such lessor (the "Offer:
Lease Teras"). Each Eligible Participant shall be entitled to

receive and accept such offer {n respect of the percentage of the
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total interest offered, obtained by multiplying 100 by the quotient
obtained by aividing such Partici{pant's generation entitlement share
by the total generation entitlement shares of all Eligible
Participants (the "Allotted Share"). Each Eligible Participant shall
be given at least 20 days within which to evaluate the Offered Sale
Price or the Offered Lease Terms, as the case may be. If an Eligible
Participant shall elect to purchase its Allotted Share of a lessor's
ownership interest in the Unit, payment by the Participant of the
Offered Sale Price shall be made in immediately available funds on
the date designated by such lessor, but {n no event earlier than the
Lease Termination Date with respect to such lease, whereupon such
lessor shall transfer such interest to such Eligible Participant on
an "as {s, where is" basis free and clear of all liens created by
such lessor or persons claiming by or through such lessor, but
otherwise without recourse, representation or warranty. If an
Eligible Participant shall elect to lease its Allotted Share of a
lessor's interest in the Unit, such Participant and lessor shall
enter i{nto a lease in conforaity with the Offered Lease Teras.

If any Eligible Participant shall fall to accept any offer
to purchase or lease its Allotted Share of a lesscr's interest in the
Unit, such Allotted Share shall be offered to the other Eligible
Participents which have accepted such offer in respect of their
Allotted Shares proportionately as deterained above, and such
£ligitle Participants shall be given an additicnal period of at least
20 days to accept such offer in the manner provided above.

If all Eligible Participants have failed to accept the

offers made in accordance with the above provisions, the lessor which



Attachment 3
PY-CEI/NRR-2333L
Page 22 of 64

has made such offers shall be free (1) to sell all, but not less than
all, of its interest in the Unit so offered to a Transferee or
Trans(erees at an aggregate price no less than the Offered Sale Price
or (11) to lease all, but not less than all, of its interest in the
Unit so offered to a Transferee or Transferees on terms no more
favorable than the Offered Lease Teras. (The deteramination as to
what const{tutes more favorable terms shall be based upon a
comparison of the present values of the respective rental streams
discounted at a rate equal to that published by the Federal Reserve
Bank as of the end of the month preceding the determination date for
the U.S. Treasury Bond closest in maturity to that of the rental

stream).

(d) To the extent paragraph (b) of this Section {s

‘{cable, all Participants which have derived their rights under
this Agreement from an assignment hereof in connection with a sale
and leaseback transaction (the "Represented Participant") shall be
represented {n all actions hereunder by the Participant from which
such rights hereunder were derived (except to the extent such
Represented Participant shall be entitled to express {ts own views on
matters hereunder pursuant to the next succeeding sentence), unless
such rights were acquired in connection with the exercise of remedies
under a sale and leaseback transaction or such assigning Participant
does not then have an interest in the Unit (whether owned or leased),
in which case each such Represented Participant shall be enticled to
represent {tself to the extent of its interest. To the extent an

assigning Participant (a "Representative") is representing one or
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more other Participants as contemplated by this paragraph (d), such
Representative shall be entitled to speak on behalf of all {nterests
which it represents, including i{ts own I(nterest, {n connectlon with
all matters hereunder, and to express the views of each of such
Represented Participants, provided however, that {f a Represented
Participant states that {t desires to express its own views on
matters hereunder, and all of the other Participants consent (which
consent shall not be unreasonably withheld), such Represented
Participant shall be entitled to do so. The other Participants shall
be entitled to rely on the Representative {n all dealings under this
Agreement with respect to matters relating to the interests of a
Represented Participant until such time as such other Participants
have been notified in writing either ({) by the Representative and
one or more Represented Participants that the Representative does not
have an ownershiy ~r leasehold {nterest {n the Unit or (ii) by a
Represented Participant that such Represented Participant has
acquired rights under this Agreement in conjunction with the exercise
of remedies under the sale and leaseback documentation with the

nepresentative.

(e) Notwithstanding anything herein contained to the
contrary, from and after, but in no event prior to, the date of a
rejection or deemed rejection of a lease or other executory contract
constituting part of a sale and leaseback transaction relating to the
Unit by any receiver, referee or trustee in bankruptcy or
reorganization of any Participant which {s a party to such lease or

other executory contract, the lessor in such sale and leaseback
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transaction (or any mortgagee, trustee or secured party under present
and future deeds of trust, mortgages, indentures or security
agreements of such lessor and any successor or assignee thereof, and
any receiver, referee or trustee in bankruptcy or reorganization of
such lessor and any successor by action of law or otherwise, and any
purchaser, transferee or assignee of any thereof) may (subject,
however, to the rights of the other Participants under this
Agreement) without need for the prior written consent of any other
Participant but subject to compliance with the Nuclear Regulatory
Comm{ssion's Creditor Regulaticns, (i) succeed to and acquire all the
rights, titles and interests of such Participant {n the Unit and this
Agreement, to the extent, but only to the extent of its interest in
the Unit acquired by such lessor in such transaction, and (i1) take
over possession of or foreclose upon said property, rights, titles
and interests of such Participant, and in such event such lessor or
other party shall assume and be obligated fully to perfora and
discharge all obligations arising thereafter hereunder of such

Participant to the extent of {ts interest in the Unit.

26. Prior to the termination of this Agreement, the
Participants shall agree upon the time when the Unit i{s no longer
used and useful for their respective purposes and shall be retired
and shall enter into a written agreement providing for (a) the
dispozal of the Unit, (b, the method to be adopted for such disposal,
and (c) the date of commencement of such disposal. The disposal plan
adcpted for the Unit shall Be such as not to interfere unreasonably

with the operation of any other generating unit located at the Unit
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No. 1 Site and not belng retired. Each owner having rights In
respect to the capacity of such other unit not being retired and the
energy generated therefrom and which {s a Parti{cipant shall have the
option to purchase that portion of the Common Facilities which are
part of the unit being retired and which are usable by such other
unit equal to such owner's proportional interest {n the capacity and
energy of such other unit, such option price to be at the then
depreciated book cost of such Common Facilities. The costs and
expenses relating to the disposal of the Unit and any then remaining
salvage value shall be shared by the Participants of the Unit {(n
proportion to their generation entitlement share, unless otherwise

agreed by the Participants of such Unit.

27. Any controversy or clalm arising out of this
Agreement, including the refusal by any Participant to perform the
whole or any part hereof, shall, upon desand of any Participant
aggrieved, be settled by an Arbitration Board, which shall consist of
three nonrepresentative mesmbers and such additional representative
sexbers as hereinafter provided in this Section. No perscn shall be
eligible for appointment as a nonrepresentative meaber of the
Arbitration Board who is an officer, employee, shareholder of, or
otherwise interested in, any Participant or any affiliate thereof or

in the matter sought to be arbitrated.

Unless otherwise agreed, no desand for arbitration shall be
made more than one year after the Participants have reached an

impasse as to the controversy or claim i{nvolved. The Participant or
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Participants demanding arbitration shall serve written notice upon
the other Participant or Participants to the controversy, setting
forth in detail the matter or satters with respect to which
arbitration {s demanded, and shall serve copies of such notice upon
the other Participants, Within a perlod of ten days froa the date of
receipt of the aforesald written notice, each Participant to the
controversy shall appoint one representative meaber to serve as a
meaber of the Arbitration Board; and, within a period of thirty days
from such date of receipt of such written notice, such representative
sesbers shall unanimously agree upon the persons who shall serve as
the three nonrepresentative members of the Arbitration Board. In the
selection of nonrepresentative members of the Arbitration Board,

representatives of OE and PP shall have only one vote.

If the representative members shall fail tc unanimously
agree upon the appointaent of any or all the three nonrepresentative
meabers of the Arbitration Board within the specified thirty-day
period, any Participant to the controversy =ay, upon written notice
of the other Participants to the controversy, request the American
Arbitration Association to subait to the Participants to the
controversy a list from its panels of arbitrators of the names of at
leas! seven persons from which the nonrepresentative meaber or
seabery who have not been so appointed shall be selected in

accordance with the Commercial Arbitration Rules of such Association.

If any Participant to the controversy shall fail to appoint

{ts representative member within the speci{fled ten-day period, such
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Participant shall be deemed to have waived {ts right to appoint such
representative aember and the Arbitration Board shall consist of the
three nonrepresentative amembers and such representative members, {f
any, as shall have been appointed in accordance with the provisions

of this Section.

The arbitration proceedings shall be conducted at a place,
to be designated by the Arbitration Board, within the operating area
of one of the Participants to the controversy. The Arbitration Board
shall afford adequate opportunity to each Participant to the
controversy to present {nformation with respect to the controversy or
claim submitted to arbitration and may request further information
from any such Participant. Except as provided in the preceding
sentence, the Participants to the controversy may, by mutual
agreement, specify the rules which are to govern any proceeding
before the Arbitration Board and limit the matters to be considered
by the Arbitration Board, in which event the Arbitration Board shall
be governed by the terms and conditions of such agreement. To the
extent of the absence of any such agreement specifying the rules
which are to govern any proceeding, the then current rules of the
American Arbitration Association for the conduct of commercial

arbitration shall govern the proceedings.

The arbitration shall be limited to the matter or matters
specified {n the init{al notice demanding arbitration and the award
of the Board shall not affect or change any other provision of this

Agreement or any other transaction between the Participants.
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Procedural matters pertaining to the conduct of the
arbitration and the award of the Arbitration Board shall be
deteramined by a majority of the nonrepresentative meambers thereof,
provided, however, that the representative members shall have the
full right and authority to participate In all meetings and
deliberaticns of the Arbitration Board leading to the award. The
findings and award of the Arbitration Board, so made upon a
determination of a majority of the nonrepresentative meabers thereof,
shall be final and conclusive with respect to the controversy or
claim submitted for arbitration and shall be binding upon the
Participants to the controversy except as otherwise provided by law.
Such award of the Arbitration Board shall specify the manner and
extent of the division of the cnsts of the arbitration proceedings
among the Participants to the controversy. Judgment upon the award

may be entered {n any court, State or Federal, having jurisdiction.

28. This Agreement shall be fully effective as of the date
of commercial operation cf all or a portion of Unit No. 1 and shall
be effective as of such earller date or dates as relate to operating
matters {n connection with the Unit not covered by the Construction
Agreement for the Unit. This Agreement shall remain in full force
and effect with respect to the Unit until the date of retirement of

the Unit deterained pursuant to Section 26 hereof.

IN WITNESS WHEREQF, the Participants have caused this

Agreement to be duly executed as of the date above written.
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OPERATING AGREEMENT

Perry Plant Unic Ne. |

Exhibic A
Section [. Accounting Concepts

The Cleveland Electric Illuminacing Company (Cil) shall reéord ;ix op.e“ra:!.on
and maiotenance costs in accordance with the Pederal Energy Regulatory Comads-
sion Uniform System of Accounts as outlined {n the following schedule. All
charges to accouats must be prafixed with the plant {dentification aumbar.
These numbers will be used to {dentify the particular installation that should
bear the associated sxpanses. Plant Syabols will be used to occuuula‘u those
coats vhich can be ;-.od‘cd directly wicth Perry Plant Unit No. | (PY 1).
Those costs applicable to comemon facilities or common functions which canmnot
be charged directly to PY No. |, on the basiy of lcn‘ul or estimated labor or

other expenses, will be charged to another Plant Symbol.

The costs associated with thesa common facilities or functlons shall then be
allocated to PY No. |, an the basis of the allocation codes listed under the

Common Plant Symbol., These code defianltiona appear Ln Section I B.

The Participants in PY No. | shall share those costs charged directly r
Plant Symbol, plus the portion of common costs which are allocated t

These code defloitlons appear Lo Section LI 8.
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Sectlon 11 A. Allocatlon of Operatlon and Malatenance Costs

A motre detalled description of the following accounts (s In the CFI and FERC

Uniform System of Accounts.

Mrect CTharge
Plus Allocation

Commen Cos?

Al Incated
to PY Ne.
Codes

s

PY i of Common Costs

FERC Sub—~ : PY No. 1
Acct. Acct. ~ Description Codes
Opereatlon
517-2 Operation, Supervieion and Emgineering (See Note 1)

The cost of labor amd expenses fncurred N1

in the general supecrvielon and direction of

the operation of nuclear power generating

stations.
519 Nuclear Fuel Expense

Owned nuclear fuel consumed — burnup expense
518-2 Pixed consumption i a1

Cost of nuclear fuel comsumed at the
zero wel output point of the turbine-
generator heat conswuxptlion curve ducring
all periode of zero or positive net
generatioa.
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Section 11 A. Allocatlcen of Operatlon and Malntensnce Costs

Mrect Chacge
Plus Aliocation

Common Costs
Al located
to PY No. |

Codes

PY of Common Costis

FERC Sub~ PY No. 1}
Acct. Acct. Description Codes
Cperation {Cont'd)
518 Nuclear Fuel Bxpense (Coat'd)
518-3 Variable consumption HY or HD

Incremental cost of avclear foel coa-

sumed 1n the production of net kWh of

output sbove the rero met output polat

of the turblae-generator heat consump-

tion curve.

Leased auclear fuel consumed - buraup expense

5i8-é Fixed consumption ol

Cost of nuclear fuel consumed st the

zero net output pofat of the turhine-

generator heal consumptlon cutrve during

=1l perlods of zero or positive net

generstion.
Si8-5 Yariable consumption WY oc HO

Incremeatal cost of nuclesr fuel con-
sumed i{n the productfion of net kWh of
output sbove the zero net owtput point
of the turbine-geaerstor heat consump—
tion curve.
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Section I7 A. Allocati{on of Operation and Maintenance Costs

Pirect Charge
Plus Allocation

Conmon Costs

PY ‘ £ of Commoan (osts Allncated
FERC Sub- PY No. 1 to PY No. 1
Acct. Acct . _Description Codes Codes

Cperatica (Cont’d)

518 Huclear Fuel Expense (Cont'd)

Leased auclear fuel consumed - finance
charge expense

518-6 Fixed consumption ng

Coat of auvclear fuel consumed at the
zero nel ocutput point of the Curhine—
generator hesat consumption curve dur—
ing &l1 perlods of zero or positive
net generation.

518-7 Variahle coasumption HV or HD

Incremental cost of nuclear fuel con-
suvwed la the production of net kWh of
oulput ahove the zero met output point -
of the turbine-generator hest consump-
tion curve.
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Section II A. Allocatlon of Operation and Maintenance Costs

PY
FERC Sub-
Acct. Acct.

Description

Direct Charge
Plus Allocation
of Common Costs

PY No. 1
Codes

Common Costs

Allocated
to PY No.
Codes

!

.

Operation {Cont'd)

5if-8

5i6-9%

5i8-10

Nuclear Fuel Expense (Cont'd)

Leased nuclesr fuel consumed ~ deferred
expense awmorlization

Fixed consumptlon

Cost of nuclear fuel consumed at the
zero net outputl polat of the turbime—
Jenecator heat consumption curve during
all period of zero or positive net
generation.

Yariable consumption

Incrementsl cost of nuclear fuel con-
suned !{a the productlon of net kWh of
output above the zero wel oultput point
of the turbine-gemerator heal consump-
tion curve.

Emergency Dlesel Fuel — 011 Consumed

519

Emergency diesel fuel oil consuwed in
the operation of the plant.

Coolants snd Water (See Notes 1 aad 3)

Cost of labor, matecrisls used and expenses
incurtred for heat transfer materials and
water used for steam and cooling purposes.

HY or HO

o1

HY
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O

Section 11 A. Allocatlon of Operation and Nalntenance Coste

”t
PERC Sub~
Accte. Acct. Pescription
Operation (Cont'd)
Coolants and Wster {See Notes 1 and 3) (Comt'd)
519-2 Mrect charges and an sllecation of common
costs.
519-3 Charges based on the HY factor.
520 Steam Expenses (See Kotes 1 and 3)
The cost of lshor, materials used and ex—
penses lacurred in the operatlon of “he
following evatems and thelr associated in-
struments, controls sad switchgear, os
defined In the Final Safaty Analysis
Report. :
520-2 Direct charges and an allecation of
common cosls.
520-3 Charges based on the HY factor.
5232 Electric Expenses {See Notes ! aund 3)

The cost of labor, materials used and ex—
penses tacurred in the operation of the
nain turbo-genetator ond suxiliary apps—
ratus, switchgear and other electric
equipment to the point where electricity
leaves for comv:rslon for transmission or
distribution.

Nrect Charge
Plu=s Allocation

Common Cosls

of Common Costs Allocated
PY No. 1 to PY No. 1

Codes Codes
01 -
HY -
01 C
m -
0i C



Attachment 3

PY-CEI/NRR-2333
Page 36 of 64

Section 11 A. Allocetion of Operation and HMaintenance Costs

Direct Chsrge
Plus Allocation

Common Coats

PY of Conmon Costs Al located
FERC Sub- PY No. 1 to PY No. |
Acct. Acct. . Description Coder Codes
Operation (Cont’d)
$24-2 Miscellaneous Nuclesr Power Expenses (See Notes 1 and 3)
Cost of labor, materials used and expeases 01 C
incurred which sre not specifically provided
for or are rot readily ajeignable to other
nuclear geaeratlon operatiag accounts.
524-8 Auxiliecy Boiler - 01 Consumed 01 -
Auxlliery boiler oil consumed {n the
operation of the plant.
525-2 Reals
Cost of all rents of property of others ] C
used, occupled or operated in connection
with nuclear generstion.
Maintenance Accounts
528-2 Malntenance, Supervision end Engineerlmg (See Note 1)
This account shall include the cost of o1 c

labor and expenses incurved im the general
aupervision and direction of maintensnce
of nuclear genecation facllitfes.
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Section Il A. Allocation of Dperation and Maintenance Costs

Nirect Charge
Plus Allocation Common Costs

PY g of Common Costs Al tocated
PERC Sub~ ?Y No. ! ta FY No. |
Acct. Acct. Description Codes Codes

Maintenance Accounts {Cont’d)

529-2 Maintenance of Structures (See Wotes | and 3)

]

The cost of labor, materizls used and ex- 01
penses Ilncurred in the maintenance of

structuves, the book costs of which are

iacludable in Pilant Accoumt 321, Struc-

tures aad Improvements.

530 Maiatenance of Reactor Plant and Egquipment (See Ketes 1 and 3)

Coet of labor, materlals used and expenses
incurred 1in the maintenance of tesctor

plant, the %ook cost of which {e includable
in Plant Account 322, Reactor Plaat Equipment.

530-2 Dlrect charges sad an allocatian of 04 c
common costs.
530-3 Charges based on the #Y factor. HY -
531-2 Maintensace of Electric Plant (See Note 1)
Cost of labor, materials used and expenses o1 c

incurred in the maintenance of electric plant,
the book cost of which {s incledable in Plant
Accouat 323, Turbo-Gemerator Units, and Plant
Accouat 328, Accessary Electric Equipment.
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Section 11 A. Allocatioa of Operation snd Maintenaace Costs

Direct Charge
Plus Alloceation

Comaon Costs

PY : of Cormen Costsa Allncated
ZERC Sub- PY No. 1 to PY No. |
Acct. Acct. - Description Codes Codes
Maintenance Accounts (Cont'd)
532-2 Malntenance of Hiscellaneous Nuclear Plant (See MNcte §)
Cost of tahor, materlals used end expenses a1 C
incurred [n maintensnce of miacellaneouns
nuclear generating plaat, the book cast of
which is ftaclvdeble in Plant Account 325,
Miscellaneous Power Plant Eguipment.
Transmissfon Operation
562 Station Expenses
100 Perry Statlon - Common
-« 110 Perry Station - Unit No. 1
Cost of labor, materlals used and ex- 01 C

penses {ncurred [a the operatloa of
the following >gquipment:

The main uait step-up traasformer

and the high voltage conmection in-
cluding coaductors, towers and associ-
sted facllitles up to the commection
between the conductors and the switch-
yard etructure.
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Section Il A. Allocetion of Operation and Maintensnce Costs

Y
FERC Sub~
Acct. Acet .

Plrect Charge
Plus Allocation
of Common Costs

PY Ko. |

. Deseription Codes

Common Costs
Al located
te PY No. |

fodes

Transmission Maintenance (Cont'd)

570

«100

.110

Include tn this account also the 138 k¥
towers, conductors aad sssociated equip-
ment which serve the statloa service
tranaformers. Exclude from this alloca-
tion all equipment located within the
transmission ewlichyard. The allocation
of opersting costs for esquipment within
the switchysrd 1s provided for inm the
CAPCO Accounting and Procedure Manual,
Section 05-04.

Maintenance of Station Zguipment

Perty Statlon - Common

Perry Station - Unit No. 1

Cost of labor, asterlals used and ex- ol
penses incurred in the maintenance of

the following equipment:

The main unit step-up transformer

and high voltage commection including
conductors, towers and associated
faciltties up to the connection of
the conductors with the switchyard
structure.
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Section II A. Allocatton of Operation and Maintenance Cosls

FERC
Acct.

PY
Sub-
Acct. ' Description

Direct Charge
Plus Allocation
of Cormmon Costs

PY No. 1
Codes

Common Costs
Al located
to PY No. 1

Codes

Iransalssion Maintenaace {Cont'd):

Include 1in this account also the 138 kV
towers, conductors aand sssociated equip-
ment which serve the station service
transforners. Exclude from this alloca-
tion all equipment located within the
transmiesfon switchyacrd. The allocation
of aalntenance costls for equipment within
the switchyard is provided for ia the
CAPCO Accounting and Procedure Maawal,
Section 05-04.

Clearing Accounts

i84

Cost of labor, materlale used and expenses lacurred In survelllance teating and other
activitties which are directly related to Percty Plant Power Statlon and which are charged
to CEI clearing sccounts will be distributed moathly to eppropriate Perry Plant Power
Stastion operstion and maintenance expense accounts in accordsnce with allocation verceat-
ages a8 determined by CEI. CEI will perlodfcally review theese allocatlon perceateges for

reasonsblensss.
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Plrect Charge
Plus Allocatlion Common Costs

PY of Common Costs Allocated
FERC Sub- PY No. 1| to PY KNe. 1
Acct. Acct. Description Coden Codes

Clearing Accounts {(Cont'd)

163-100 Perry Warehouse Operation and Malatenance

Costs trelating to purchasing, msterial control - handllng - faspection - quality and
safety control for such activities and storeroom malntenance exclusively for Perry
Plant wiil be charged to thils account.

Note i: Charges made to the primary sccounts will include distributions from clearing accounts for
such coste as dfrect supervision, clerical and secretarial activities, pald time not worked and plaat
stores handling costs for all Perry employees not on the Treasurer's Payroll.

Note 2: Accounts used follow those prescribed by the FERC Uniform System of Accounts. 1f the PERC
changes thelr System In the future, Perry Plant accounting will follow the changed system.

Note J: See PERC and the CEI Unifornm Systems of Accounts for Che approprlate charges to these accounta.
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section I1 B. Allocation Codes and Explanations

Allocation of Common (osts Co Pervy Plant

The basis for allocating common costs to Perry Plant Unit No. | 48 as follows:

CODE

¢ The portico of the cost to be allocated to Perry Plant Unic No. |
shall be the quotient of (a) che prevailing Nec Demonstrated Capa-
bility »f Perry Plant Unit No, | divided by (b) the sum of the Net
Demonstrated Capabilicy of Perry Plant Uait No. 1. All common costs

are therefore allocated to Unit No. 1.

Allocation of Costs Among CEI, DL, OB, PP and TE

The bases for allocating asong the Participaats the sum of those costs which
are charged to Perry Plant Unit No. 1 and the portion of the coumon costs

which are allocated to Perry Plant Unit No. | are as follows:

0l The costs shall be allocated among the Participants in proportion Co
their present respective generation entitlement share in Unlt No. |
ara as follows: 31.11% to CEl, 13.74% to DL, 30.00% to OE, 5.24%2 to

PP and 19.91% to TE.
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The costs during the curreat month shall be allocated Co a Partici-
pant in proportion to a fraction, the numerator of which is the
variable portioa of the Btu input to the malin unili turbine used to
produce the kilowatthours of energy taken by that Parcicipsat during
the curreat month, and the daenominator of which is the variable por-
tion of the Btu input used in producing all of che kilowatthours of
energy takeu by all of the Parcicipants during that same month; these
Btu i{nputs being calculated hourly and accumulated monthly 1in accord-
ance with the principles of allocation of heat consumption set For:h

in Section I1I.

The costs during the current month shall be allocated to a Partici~
pant in proportion to a fraction, the numeracer of which is the total
Btu of energy consumed by that Participant during the preceding
twelve~month pariod and the dgnoninn:or of which is the total Btu of
energy consused by all Participants during that same preceding twelve=

month period.

The costsg during the curreat month shall be computed by using Par-

cicipant's costs. These costs will be accumulated by the operating

. .

company Co arrive at the total unit cost,
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Section II1X. Puel

Nuglear Vuel

The quantities of auclear fuel smaterials requived for efficient operation of
the Unit shall be owned or leased by the Participants of Perry Plant Tnit

No. | in percentage shares equaling the respective generation entitlement
share in the Unit in which the fuel materfals ara intended to be used. As the
quantity of fuel L3 conouwsed, any imbalance in nuclear fuel nat.r‘alnishal} he
adjusted wmonthly to the generation ¢ntitlement share in Che Unit. Monthly
calculation of the cost of the fuel consumed may be done by the operating
Participant or by each Participant. Since the cost of fuel may be different
for each Participant, total fuel cost shall be determined by adding each
Ptrticigcnr'l cost. At the deginning of each month, each Participant's un-
amortized value {n nuclear fuel materials must de %n proportion to that Par-
tieipant's share of the original cost of fuel, Each Participant's share of
the original cost need 0t ba equal to that Participant's generat!- entitle~
ment share in the Unit., Adjustments to maintain euch proportional :namort{zed
value will be made monthly in accordance with Section VI of this Exhibit,

The accounting for owmed or leagsed nuclear fuel will be in accordance with the

PERC Untform System of Accounts.

The following basic principles shall govern the calculation of depletion

(amorcization) of fuel assembliea fnstalled in the resct.r for heat production.
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Nuclear fuel asseablies shall be considered to be producing heat only

duriog peciods of zero or positive nat generation,

During periods of negative ner generation, it will be conaidered that Lo=
stalled nuclear fuel assemblies are oot producing heat and are not thus
consumed., During perlods of negative net geusration, records of station
dervice electric energy supplied by the system shall be maintained and
the Participantd ia the Unit shall be fuvoiced for such electric anergy
in proportior :o their genaration entitlement share in the Unit at the
operating Participaat's system average production cost ('1n.c‘1w\;d‘in¢m§.ct
purchased power costs) during the curreat calendar muehl adjusted Co ex-
clude the output and cost during the current calendar wmoath of the Unit

to which sueh statien service energy was supplied.

During periods of zero or positive net generation, the components of

congumption of heat from auclear fuel assembllies shall be considered to
consist of a fixed heat consumption component and a variable heat con-
sumption component, Tha components of heat consumption are i{lluscrated
by the current turbine-generator heat consumption curve for the Unit as
agreed to by the Participants. The fized portion of heat consumpcion

conaiges of the heat produced by the reactor required to supply station

service electric energy plus heat losses in the plaat,

Note: Egtimated costs will be used for the current month's calculation and

an adjustment, based upon the deviation of estimated va. actual costs,
will be wsade {n the next succeeding moath's billing.
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Jirg periods of zero or positive net generation, the {ixed and variable
portions of the total unit heat consumption shall be calculated on an
hour-by-hour basis. The fixed portion of the Unit heat congumption shall
be the product of gervice hours accumulated durixig periods of zero or
positive net generation times the {ixed unit heat consuaption as indi-
cated on the current turbloe-generator heat consumpticn curve for the
Unit as agreed to by the Participants. The variable portion of the unit
heat consupption shall be the total net main unit generacion in Hvehr/hr
converted to Bru/hr, excluding the fized unit heat consumption, utilizing
the telationship between Hvahr/hr VETSUS liu/hr as represented on the
current turbine-ganerator heat consuaption curve for the Unit as agreed
to by the Participanta. The toral unit heat conausption shall be the sum
of fixed and variable portions of the uait heat eommpcion.v The portion
of the cost of nuclear fuel consumed to be considered to be attributable
to fixed uait heat consumption for each Participant shall be the total
cost for each Participant of nuclear fuel consumed times a fraction, the
nuserator of which {a the monthly fixed unit heat cousumption and the de-
aouinator of which s the total monthly unit heat consumption. The por~
ﬁion of the coat of nuclear fuel consumed to be attributable to variable
heat consumption for each Participast shall be the total cost of nuclear
fuel consumed for each Participant sinus the portlon of the cost of au=-
clear fuel consumed actributable to fixed unit heat consumption for each

Participaat,
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In determining the cost of nuclear fuel cousused, coats shall be calew-
lated using amortization in proportion to maln unit heat coasumption,

such cost taking into sccount the original acquisition cost for each
Participant of the materials and services required to provide the fusl as
originally inscalled, che predicted total heat output of the assemblies
and the estimated net value of salvage materials. Each Participant may
calculate ico share of the coat of nuclear fuml consumed or, {f requested,
CEI shall calcuylate such cost of nuclear fuel conouned using methods
and/or computer codes conaidered acceptable by the nrcicipm:g for this

purpose.

For owned nuclear fuel, the monthly nuclear fusl expensc shall be detar=

wined by the formula:

PC_=E (A ~S)
¢ ¢ c
%

where:

FCC = Nuclear fuel expense during the current accounting wmonth,

* The energy, in Btu, produced during the current accounting month,

o

Ef = The energy, in Btu, expected to be produced from the beginning of
the current accounting month until the estimated end of life of the
fuel,

A = The ynamortized value of the fuel as reflected by the difference
between the balances in Accounts 120.3 (Nuclear fuel assembllies in
reactor) and 120.5 (Accumulated provision for amortization of au=
clear fuel aysemblies) at the beglaning of the current accounting
month,

S, = Anticipated salvage value of the fuel with related deductions in=-
cluding, but not limited to, shipping, reprocessing and waste dis-
posal costs.,

-



74

Attachment 3
PY-CEI/NRR-2333L
Page 48 of 64

The monthly charge to expense for leased auclear fuel consumed Ly com~
posed of (a) a burnu, expense related to energy resource consyguption, (D)
a finaace charge expense on either a current or levelized basis, and, Lf

appropriate, (c) amortization of accumulated deferred expenses.

a. Monthly Burnup Expense
The monthly burnup expense shall be calceulated as follows:
8, --!?c-(t:c - st)
P
where:
B = Burnup expense for the current accounring month.

E. = The energy, in btu, produced during the curreat accounting month.

Et = The energy, in Btu, expected to be produced from the beglnniag
Y of che curreat accounting month to the end of life of the fuel.

C = The lessor's net investment (acquisition cost as defined in the
lease agreement less burnup expenses prior to the current ac=
counting month) at the begianing of the current accounting month,

St = Anticipated lessors net investment at the end of the laase-tern,
represeating thn salvage value of the fuel with related deduc~
tiona ineluding, but not limited to, shipping, reprocessing and
waste disposal costs.

B, Monthly Finance Charge Expense

At the election of each Partiecipant, which election say e aade
separately for each batch of nuclear fuel, the monthly finance charge
expense may be calculated in elther of the following two ways:

{. Current finance charge expense. The amount paid or payable to
che lessor in the current month for finance charges.
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11. levelized flasnce charge expenée. The curreat moath's share,
apportioned on energy resource coasumption, of all finance
charges to be paid o7 payable to che lessor for finance charges
over the remaining life of the fuel including such charges for
the current month.

'c . ;2 [(lcCc) . (lcflcc*l) Ftooaw (Rfct)]

4
where:

§F = The finance charge expense in the curreot accounting month.
E = The energy in Btu produced in Che curreat accounting month.

!' = The energy in Btu expected to be produced from the beginning of
" the current accounting month to the end of the lease.tarm.

R = The actual or escimated lease rate in mor:h 4, exprecsed as Lhe
decimal equivalent of perceant per moath, as defined in the lease
agreement or as calculated to produce total monthly costs of fi-
nancing including any financing relaced (ees. Rc i3 the rate
for the current month and Rf 18 the rate for the final month of
the lease teru.

C = The lessor's actual or estimated net investment at the beginning
of month L (esequisition cost as deflined in the lecase agresment
leas burnup payments made co the lessor prior o month L), C
18 the valus at the beginning of the curreat moath and C_ 18 Ehe
value at the beginning of the final wonth of the lease térm.

Mong Amortization of Deferred Expense

The monthly amortization of deferred expensae shall be calculated as
follows: :

DAC » ;g (Dp - Da)
f
where:

DAC « The asorctization of deferred expense during the curreat account=
ing sontch.

E = The enerzy, in Btu, produced during the current accounting
aonth,

E_» The energy, in Btu, expected to be produced from the beginning
of the curreat accounting month to the end of the 1ife of the
fuel,
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D = The wnamortized portion at the beginning of the current accounc=-
ing moath of the deferred experwe related to the period prior

to cha beginning of commercial operation of the leased auclear
fuel.

0 = The mamortized portion at the deginning of the current accounte
{og moncth of the deferred expense related to the period after

the bagianing of commervcial operation of the leased wuclear
f\.l-

04

011 required for operating cthe Uait shall be procured by CEL. 01l which 1s
purchaged prior to beginoing of commareial operation of Unit We. ! 13 charged
to the project work order. Prior to coamercial operation of Unit Ne., |, a
physical irventory of oil at the site will be conducted by CEI. Subsequently,
such oil will be transfecred from the project work order to Account 151 (Fual
Stock « 041). 01l which 1s purchased after the commercial operation date of
Unit No. | will be charged directly to Account 151.

Monthly oil usage shall be credited %o Account 151 and charged to the follow-

ing operation expense accounts:

A/C 518=10 = Energency Diesels ~ Fuel Consumed

A/C 524=8 - Auxiliary Boiler = Oil Consumed

Each Participant's share of the oll inventories at the beginning of each aonth
aust be equal to that Participanc's generation entitlement share, Adjustments

to maintaln sueh proportlonal ownership will be made monthly {a accordance

with Sectlon VI of this Exhible,
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Sectlon IV. Materials and Supplies

Materials and supplies required for the operation and maintenance and subse-
quent conatruction of the Onic shall be procured by CET, Macterials and sup-
plies which are purchased prior to the beginning of commercial operation of
Perry Plant Unit No. | are charged to the project work order. Prior to come
aervclial operatlon of Unit No, |, a physical invencory of mater{als aid sup-
plies at the site vill de conducted by CEI. Subsequently, such materials and
supplies will be transferred from the project work order to Account 154 (Plant
Materials and Operating Supplies). ™Materialg and supplies which are purchased
after the commercial operation date of Unit MNo. | will be charged directly to

Account 154,

Monthly materfials and supplies usage shall be crediied to Account 154 and
charged to the appropriate operation and maintenance expense accounts, ag de-
seribed Ln Section IT B and subsequent construction ag defined in the Subse-

quent Construction Agreemant.,

Each Participant's share of the materlals and supplies {nventory at the hegin-
ning of each month must be equal zo that Participant's generation entitlement
share in the unit, Btlling adjustmeats to maintatn such proportional genera-

tion entitlement ahare will he made monthly {n accordance with Section VI of

this Exhidvtc,
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Section V. Othar Expenses

For inteccompany billing purposes, labor and material additive coets at cur-
rent rates prevalling at CEI as adjusted from Cime to time shall be added to
the labor and material components of operation and maintenance costs of Perry
Plant UaiZ No. | to which a'ch races are applicable and shall be shared by
the Participanis oa che same basis on whirh che primery labor and material

coats are ghared.

In addition, an allocation will be made of Account 356, System Control and
Load Dispatching Costs Related to Production, and Account 557, Other Produc~
tion Expensed. These costs would be allecated to Perry Plant Unit No. | on a
iZrect basis where a direcc relatiocaship exists, or on a net gener«:ing cap-
ability ratio when a direct relactionship does not exist. Acecount 55 will ine
¢lude only those load dispatching costs incurred by CEL that are aciributable
to the Perry Plant Uait No. L. Included in Account 397, Other Production
Expenees, are other production expenses not directly asgsignable to the other
production accounts. These costs included in Account 557 may be charged
directly where a direct relationship exists or, 4f not, they may be allocated
7N a net genarating capabilicy basis. The invoice will idencify amounts

billed that were Lncluded in Account 557.

For intercompany billing purposes, adainistracive and general (A&4G) expensges
shall be allocated to Perry Plant Unic No. | on the basis of the composice
‘hf'§'7ear moving average ratio for CEI calculated at the end of each calendar
year in accordance with the following formula to become effective on July 1

of the following ye:c.

t
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L. (1+p/?P)+o0
al al
(Le—LaZ) (1 # p/P) + (o.oo

a2’

The three-year sums of diruct labor expense and direct other=
than-labor expense, respectively, charged to the following
accountcs:
le Account 920, Administrative and General Salaries.
2. Account 921, Office Supplies and Expenses.
3.+ Account 922, Admiaiscrative Expenges Tranofercred - Credic,
excluding (1) any reduction for A&G costs billed to other
Parcicipants, and (2) any increases for ALG coscs paid o
other Participants.
A cost ratio by means of which those expenses directly associ-
ated vith payroll (labor additives) may be added to direcc labdor
charges.
The chree-year sua of the following labor additives:
le Payroll Taxes
Federal Old-Age Benefits
Federal Unemployment Insurance
State Unemployment Insurance

2. Workers' Compensation and/or Injuries and Damage (Payroll
relaced costs oaly)

3« Employee Pensions and Benefits (Account 926)

4, Pay for Time Not Worked

Exclude any labor addicives which are fncluded with the basic direct labor

charges, examples of which might be “Pay for Time Not Worked” or “Payroll

Taxes.”
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P « The three-year sum of the total payroll with wvhich the above
labor additives are associfated.

L. and O. = The three-year sums of direct labor expense and directc other-
than~labor expense, respectively, charged to all operation and
malntenance expense accounts except accounts for fuel and pur-
chased/{nterchange pover for the entire Company, excluding (1)
any reductlon for direct lahor expense and other-than-labor ex-
pengse billed to other Participants, and (2) any {ncreases for
direct labor expenses and other-than-lahor expenses paid to
ather Parcicipants,

L and O . = The three-year sums of direct lahor expensas and direct other-

02 02 than=labor expense, regpectively, charged to all Administrative
and General Expense Accounts 920 through 935, inclusive.

The amount of administrative and genaral expenases to be allocated to each Par-
ticipant during a given pertcd shall be the product of the above ratlo multi-
plied by the total operatinn and maintenance expenses and labor additives,

excluding Account 518, allocated to the Participant for that period.

Payroll Additives on Direct Labor Cost

Payroll additives on direct labor costs will be computed using the same compo-

nents as uysed {n the | + p/P basls, .xcept it will be a monthly rate on a one=-

month lag basis.
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section VI, Billing

The monthly bill for operation and maintenance expenses will include costs for

macerials and supplies, oil and nuclear fuel and other operation and malate-

nance expenses.

l. Materials and Supplies (M&S) and 041 Supplies

2.

CEI shall procure M4S and 011 and pay vendors all payments as they become
due and shall promptly bill tae Participaats {n the unit for their re-

gpective ghares of such procurements.

Since the Participants ia the Usit will owm M&S and 01l inventory in pro-
pottion to, their generation entitlement ghare in the unit, the Partici-
pants will be givan credit on the gonthly bill for their share of the M&S
and 011 whieh were consumed and charged Lo expensa during the bdbilling
period. Included in the monthly bill will be charges or credits for M&S
and 011 necessary to mailntain, at the beginning of each month, the Par=
ticipant's remaining generation enticlement ghare in M&S and 01l 4in pro—

porsion to their original generction entitlement share in M&S and Oil.

Nuclear Fuel

Nuclear fuel may be owned or leased. With respect to the procurement of

owned nuclear fuel for the Unit, CEl will pay vendors payments as they

become due having received rrom the Participants on the business day
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on or beforn the payment dace the Parcticipants' respective shares of guch
payments; or each Participant may pay and accumulate the coats of fuel
they purchase for the Unit. With respect to the procurement of leased
nuclear fual, CEI as agent for the Participauts, may instruct the lessor
for the Unit to make paymants to vendors as they become due; or each Par~
ticipant may instruct {ts {ndividual lessor to make payments aa they he-

come dus.

1f the fuel is leased and CE! {s the agent of the leane',u _C!; ‘wtll pay to
the lessors all payments as they become due, having received fram the
Particlpants their respective ahares of such payments on or before the
payment date. If .the Participants utilize thelr owa lease agreements
they will pay their respective shares of the lease costs directly to the

lessory.

CEl s.hull make payments for che disposal of spent nuclear fual from the
Unit in accordance with che U.S., Department of Energy Coantract No,
DE-CRO1=85 aW00046, having recaeived from the Participants in the Unit
their respective shares of such payments on the business day prior to 'he

payment dacte.

Included in the monthly bill will be adjustments between Participants of
nuclear fusl expenses necedsary ro malntain, at the beginalng of each
aonth, the Participancts' remaining owned shares or lease shares {a the
{o-core value of nuclear fuel Ln proportion to their original cosc of

owned shares or lease shares of the fn=core value of nuclear fuel,

.
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If any Participsnt chooses %o compute Lts share of amortization and ex-
pense, CEI will furnigh gsuch Participant with heat consumption and mega-
watthour data as appropriace and the Participant will perform such
computation and furnish CEI with the results to accumulate the total cost
of fual conoumed. 1If s Participant elects to have CEI compute {Cs share
of amortization and expense and the Participant Ls supplying 1ts own fin=-
dividual lease floancing, such Partlclpsut will fyrnish CEL with financ-
1oy charge data aud CEI will furnish guch Participant with the results

of the computation.

3. Monthly Operation and Maintenance Expense

NOTE:

CEI will b1l the Participants in Perry Plant Uait No. 1 monthly for
thelr respective sharas of operation and malntenance expenses for the

-

Dait.,

Costa of subsequent construction will be billed separately in accord=
ance vith the Subsequent Construction Agreement and will not be part of

the Qperation and Maintenance bill,
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MEMORANDUM OF AGREEMENT

(RE: AMENDMENT OF PERRY UNIT NOS. 1
AND 2 CONSTRUCTION AGREEMENT AND
PERRY UNIT NO. 1 OPERATING AGREEMENT
TO ACCOMMODATE OWNERSHIP CHANGE

IN PERRY UNIT NO. 2)

THIS AGREEMENT effective as of the ls: day of January 1992,
by and among The Cleveland Electric [lluminating Company, an Ohio
corporation ("CEI"); Duquesne Light Company, a Pennsylvania
corporation ("DL"); Ohio Edison Company, an Ohis corporation;
Pennsylvania Pover Company, a Pennsylvania corporation ("PP") and a
vholly-owned subsidiary of Ohio Edison Company ~“hich company and its
said subsidiary, except as othervise provided herein, are considered
as a single Party for the purposes of this Agreement and referred to
as ("0E"); and The Toledo Edison Company, an 0Ohio corporation ("TE"),

each of vhich is sometimes referred to hereinaf-er as a Party or as a

Participant, and collectively as the Parties or or as the

Participants.

YITHRESSET M:

VHEREAS, the Parties have entered into certain CAPCO Unit
construction and operating agreements (all of vhich agreements, being
herein referred to collectively as the "Agreemen:s", are described

vith more particularity hereinafter): and
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VHEREAS, the Construction A;:eemer‘--?erry Units Nos.

- ang
2, dated July 22, 1974, as amended, provides that DL shall ovn zs
tenant in common an undivided 13.74% interest (its “"ovnership
interest") in Perry Unit 2 and further provides chat DL shall oun as

tenant in common an undivided 13.74% interes:

(or, alternatively, by separate deeds, undiv

on vhich each of Unit No. 1 and Unit No. 2 +5 to be principally

located, and undivided interests in the balance of the Perry Plan:

Site); and

VHEREAS, the Operating Agreement--Parry Unit No. 1, dated

March 10, 1987, provides that all costs and expenses contemplates by

the Agreement shall be shared by the Participants in accordance with

Exhibit A to the Agreement; and

WHEREAS, CEI and DL have entered into a Memorandum of
Understanding, dated August 28, 1991, and have agreed that 0L shall
sell and CEI shall purchase DL's entire ownership interest in Per:
Unit No. 2 for $3,118,000 and have further agreed that CZ: shall
charge DL for any subsequent assignments of equipment to Perry Un::
No. 1 from Perry Unit No. 2 in an amount for such assigned equipment

to be calculated in accordance with the formula hereinafter expressed;

and

in the Perry Plan: Site

‘ded interests in the lanc
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VHEREAS, the Operating Agreement--Perry Unitr No. l, dated
March 10, 1987, provides that each of the Participants shall
separately report, file, be responsible for and pay all property,
franchise, business or other taxes applicable to its interest (vhether

ovned or leased) in the Unit or Unit No. 1 Site; and

VHEREAS, CEI and DL have agreed that DL shall sell and CEI
shall purchase OL's entire undivided tenant-in-common ownership
interest in the real estate in the Perry Plant Site, excepting and
reserving to DL, its successors, and assigns a permanent easement in
the Perry Plant Site for the sole purpose of exercising its undivided
tenant-in-common interest in Perry Unit No. 1 and 1ts associated
common facilities for $206,015.80 and have further agreed that CEI
shall charge DL for real estate taxes related solely to OL's
proportionate interest in Perry Unit No. 1 and its associated common

facilities and Perry Plant Site land;

VHEREAS, the Parties desire to further amend the Agreements

as hereinafter set forth;

NOV, THEREFORE, in consideration of the premises and of the

mutual covenants herein set forth. the Parties agree as follovs:

L. One of the Agreements entered into by the Parties is the
Construcrion Agreement - Perry Units Nos. | and 2, dated July 24,

1974, as amended (said Agreement being herein referrsd to as the
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"Perry Units Nos. ! and 2 Construction Agreement”). The first
paragraph of Section 3 of the Perry Units Nos. 1 and 2 Construction
Agreement is amended to read as follovs:

3. Unit No. 1 shall be owned by CEI, DL, OE, PP and TE as
tenants in common in the following proportions: CEI shall owvn an
undivided 31.11X interest; DL shall ovn an undivided 13.74% interesct;
OE shall own an undivided 30.00% interest; PP shall own an undivided
5.24% interest; and TE shall ovn an undivided 19.91% interest. Unic 2
shall be owned by CEI, OL, OE, PP, and TE as tenants in common in the
same proportions through December 31, 1991 and thereafter shall be
owned by CEI, OE, PP and TE as tenants in common in the followving
proportions: CEI shall own an undivided 44.85X interest; OE shall own
an undivided 30.00X interest, PP shall own an undivided $5.24%
interest; and TE shall ovn an undivided 19.91% interest. Such
undivided interest of each of the Companies in Unit No. 1 and Unit No.
2 shall be referred to hereinafter as its "owvnership interest" in said

Unit.

Section 4 of the Perry Units Nos. | and 2 Construction
Agreement is amended to read as follows:

4. As soon as practicable, the Parties vill convey or cause
to be conveyed to CEI, OE, PP and TE undivided interests in the Perry
Plant Site, (or, alternatively, by separate deeds, undivided interests
in the land on vhich each of Unit No. 1 and Unit No. 2 is to Le
principally located, and undivided interests in the balance of the
Perry Plant Site), to the end that CEI, OE. PP and TE vill own
undivided interests as tenants in common in such land in the following
proportions: CEI - 44.85X%; OE - 30.00%; PP - 5.24%; and TE - 19.91%
and to the end that DL vill own a permanent easement in the Perry
Plant Site for the sole purpose of exercising its undivided
tenant-in-commen interest in Perry Unit No. 1 and its associated
common facilities. Said conveyances shall also provide for mutual
easements relating to the respective ovnership interests of the
Companies and shall be in forms satisfactory *o the Companies. Except
as may be othervise agreed to by the Companies, the consideration to
be paid for the interests in lands to be conveyed hereunder shall
reflect the cost of such lands, plus carrying chacges of CEI thereon
from July 30, 1971, as said carrying chacges are defined in the CAPCO
Accounting and Procedure Manual. CEI shall take such action as may be
necessary and appropriate to obtain the release from the lien of its
Indenture of Mortgage with Morgan Guaranty Trust Company of Newv York,
dated July 1, 1940, as amended and supplemented. in order to convey or

Carek

cause to be conveyed interests in lands as above set forth
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The first paragraph of Section 11 of the Perry Units Nos. 1
and 2 Construction Agreement is amended to read as follovs:

11. All costs contemplated by this Agreement, whether
incurred by any or all of the Companies, and associated vith the
construction of the Units, including direct, additive or loading, and
allocable costs as set forth in the CAPCO A counting and Procedure
Manual and carrying charges as defined in the CAPCO Accounting and
Procedure Manual on amounts advanced by CEI prior to establishment of
the interim bank accounts pursuant to the Memorandum Agreement among
the Companies, dated October 16, 1972, shall be shared by the
Comparies in proportion to their respective ovnership interests (CEI -
31.11%, DL - 13.74%, OE - 30.00%, PP - 5.24X, and TE - 19.91% as to
Unit No. 1 and Unit No. 2 through December 31, 1991, and thereafter in
the same percentages as to Unit No. 1 and CEI - 44.85%; OE - 30.00%;
PP - 5.24%; and TE - 19.91% as to Unit No. 2); provided that cost of
capital of each Company (except to the extent included in the carrying
charges of CEI referred to in the preceding clause of this sentence),
interest charged to construction and property taxes and sales and use
taxes applicable to the ownership interest of a Company, shall be
borne by such Company.

The second paragraph of Section 12 of the Perry Units Nos. 1

and 2 Construction Agreement is amended to read as follovs:

CCI, DL, OE, PP and TE have established a bank account in
Manufacturers Hanover Trust Company, New York, New York. As of
January 1, 1992 the account is to be redesignated the "PERRY PLANT
UNIT NO. 2 CONSTRUCTION - The Cleveland Electric Illuminating Company
(44.85%) - Ohio Edison Company (30.00%) - Pennsylvania Pover Company
(5.24%) - The Toledo Edison Company (19.91X)" account, and all checks
or other instruments drawvn on the account shall bear this designation.
The imprest amount in the account shall be $100,000. Such imprest
amount may be changed from time to time at the request of CEI to
correspond to the expected activity.

The last sentence of the third paragraph of Section 12 of the
Perry Units Nos. | and 2 Construction Agreement is amended to read as

follovs:

OL. OE, PP and TE hereby authorize CEI to act as agent of
each for the purpose of disbursing funds from their respective
accounts.
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2. Another of tho Agreements entered into by the Parties is
the Operating Agreement - Perry Unit No. 1, dated March 10, 1987 (said
Agreement being herein referred to as the “Percy Unit No. 1 Operating
Agreement”). The first paragraph of Section 13 of the Perry Unit
No. 1 Operaring Agreement is amended to read as follovs:

All costs and expenses contemplated by this Agreement,
including overheads, directly or indirectly associated with the
operation and maintenance of the Unit or Unit No. l Site, vhether
incurred by any or all of the Participants shall be shared by the
Participants in accordance with Exhibit A; provided, howvever, that as
t0 any equipment in existence at Perry Unit No. 2 and ansferred to
CEI on January 1, 1992 per Bill of Sale executed e / , 1992
and any equipment subsequently assigned or transferred to Perry Unit
No. 1, CEI shall charge OL an amount for such assigned equipment equal
to the product of the price CEI paid DL for the purchase of OL's
entire ovnership interest in Perry Unit No. 2, divided by DL’'s book
cost on January 1, 1992 of all Perry Unit No. 2 equipment sold to CEI,
and mulctiplied by DL's book cost on January 1, 1992 of the specifie
equipment to be assigned to Perry Unit No. 1, plus an amount equal to
CEI's cost of capital (as authorized in the then moSt recent rate
order of the Public Utilities Commission of Ohio) per year of such
amount compounded annually from January 1, 1992 to the date of
assignment; provided further, hovever, that the amount to be charged
to DL shall never exceed the lover of DL's book cost on January 1,
1992 or the fair market value of the equipment at the time of its
assignment to Perry Unit No. 1.

Section 14 of the Perry Unit No. 1 Operating Agreement is

amended to read as follovs:

It is the intent of the Participants that so far as possible
each shall separately report, file, be responsible for and pay all
property, franchise, business or other taxes applicable to its
interest (wvhether owned or leased) in the Unit or Unit No. 1 Site. To
the extent that such taxes may be levied on or assessed against a
Participant in excess of its interest in the Unit or the Unit No. 1
Site, then such excess shall be billed and recovered Zrom any
Participant vhose taxes vere levied on or assessed in an amount less
than its ovned, leased or easement interest in the Unit or Unit No. 1
Site. To the extent that such taxes may be levied on or assessad
against the Unit or Unit No. | Site or its operation. or the owvwners or
their related Participants.in such manner as, in the opinion of the
Participants, makes impracticable or inequitable the carrying out of
said intent. then such raves shall be deemed a par: »¢ the cost or
expense of the Unit or Unit YNo. | Site or the operaticn of the Unit.
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IN VITNESS VHEREOF, the Parties hereto have caused this

Agreement to be exect § by their duly authorized officers this /’-4}%

AR, ¢
day of éérugr?‘ . 1992.

o

THE CLEVELAND ELECTRIC

ILLUMINATING COMPANY OHIO ZDISON COMPANY
/
-
BY‘%“— /’4.4‘-'/ BY /MW
- > / —
OUQUESNE LIGHT COMPANY PENNSTLVANTIA POVER COMPANY

7 /)/ ;// 2
. W . \';'\ice P?‘es,d/e/&'n/_—?g//—-{

THE TOLEDO EDISON COMPANY

BY ’*}/-——v/ //?;-/Z»;'/ '
e
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Prisburgh, PA 15210
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GARY A BRANDEMBERAS A
Vies Prugidont - Custtnrar Oporaions

October 20, 1998

Mr. Anthony J. Alexander

Executive Vice President and General Counsel
FirstEnergy Corporation

76 South Main Street

Akron, OH 44308

Dear Tony,

Pursuant to Section 7(b) of the agreement in principle between
Duquesne Light Company and FirstEnergy Corp., dated as of October 14,
1998, Duquesne hereby provides notice to FirstEnergy that it supports the
pending application by FirstEnergy Nuclear Operating Company to the
Nuclear Regulatory Commission for approval to assume operating
responsibility for Perry Unit No. 1.

Sincerely,

/@/{ &MW




