UISIAN 317 BARONNE STREET s P. O BOX 60340

POWER & LIGHT NEW ORLEANS, LOUISIANA 70160 ¢ (504) 595.31%0
MODLE SOuTH
U'K"} SYSTEM
Octoher 12, 1988
wip88-1825
A4 .05
QA

U.8. Nuclear Regulatory Commission
ATTN: Document Control Desk
Washington, D.C. 20555

SUBJECT: Waterford SES Unit 3
Docket No. 50-382
License No. NPF-38
LP&L/SER]I Proposed Opersting Agreements

REFERENCE: W3P88+1677, dated September 9, 1988
Gentlemen:

In our June 15, 1988 meeting with you and in the July 1, 1988 submittals
requesting license amendments for Systems Energy Resources, Inc. (SERI) to
assume responsibility for the conduct of licensed operations at Arkansas
Nuclear One and Waterford 3, many of the ‘ssues involved in such license
amendments were to be handled through operat’'.ng agreements between Arkansas
Power & Light Company (AP&L) and SERI or Louisiana Power & Light Company
(LP&L) and SERI.

AP&L, LP&L and SERI submitted the proposrd operating agreements to the Secur.i-
ties and Exchange Commission (SEC) for FEC review and approval on October 7
and 11, 1988, This letter submits a crpy of the SEC application.

SER] has reviewed and concurs with the oprrating agreement.

“Yours very truly,
.

/‘t/ Nt ntn/
. Burski CJ

anager
Nuclear Safety & Regulatory Affairs

RFB/MIM/plm
Attachuent

¢c: E.L. Blake, W.M. Stevenson, J.A. Calve, D.L. Wigginton, R.D. Martinm,
NRC Resident Inspectcr's Qffice (W3)

woszm M&i f*(‘/i(

""AN EQ JAL OPPORTUNITY EMPLOYER"



Reip & PRIEST

40 WEST 87™ STREET
NEW YORK, N.Y. 100190-4087
212 800 2000

NEW YORX OFPICE
CABLE ADDRESS "FEIDAFT"
h w.
n“:;::::::.:: '“.ﬂ‘ " TELEX TIO88I87RI JADPT NTK
.o@ ..' 0100 230304 RDPT UR
. PACSIMILE 8 60D ReeS
LEX 440800 WASE
:Gllll&l 208 ::0-0"' DIRECT DIAL NUMBER

WARMINOTON OFPICE

212 603-2142

New York, New York
October 7, 1988

Securities and Exchange Commission
450 Fifeh Street, N.W,
wWashingteon, D.C. 20549

Re: System Energy Resources, Inc.
Nuclear Operations Consolidation

Gentlemen:

For filing with you via EDGAR pursuant to the
Public Utility Holding Company Act of 1935, enclosed
please find a Declaration on Form U~l and Form 13-l of
Arkansas Power & Light Company, Louisiana Power & Light
Company, and System Energy Resodurces, Inc. ("SERI")
relating to the consolidation of all Middle South
Utilities, Inc., System nuclear operations in SERI.

Very truly yours,

REID & PRIEST, COUNSEL of
System Energy Resources, Inc,

Enclosures

ec: Mr, William C. Weeden



File No. 70~

SECURITIES AND EXCHANGE COMMISSION
washington, D.C. 20549

FORM U-1
DECLARATION
under
THEE PUBLIC UTILITY HOLDING COMPANY ACT OF 1935

Arkansas Power & Light Company Louisiana Power & Light Company

425 W, Capitol Street 317 BRaronne Street
Little Rock, Arkansas 72203 New Orleans, Louisiana 70112

System Energy Resources, Inc.
One Jackson Place
188 East Capitol Street
Jackson, Mississippi 39201

(Name of companies filing this s:atement and addresses of
principal executive offices)

Middle South Utilities, Inc.

(Name of top registered holding company parent of each applicant
or declarant)

J. L. Maulden, President and J. M. Cain, President and

Cchief Executive Officer Chief Executive Officer
Arkansas Power & Light Company Louisiana Power & Light Company
425 W, Capitol Street 317 Baronne Street
Little Rock, Arkansas 72203 New Orleans, Louisiana 70112

W. Cavanaugh, III, President and
Chief Executive Officer
System Energy Resources, Inc.
One Jackson Place
188 East Capitol Street
Jackson, Mississippi 39201
(Names and addresses of agents for service)



The Commission is alsc reguested to send copies of

any communications in connection with this matter to:

McChord Carrico, Esq. Pa:l B. Benham I1I1I, Esq.
Monroe & Lemann r:id.;. Eldridge & Clark
201 St. Charles Avenue 2000 First Commercial Building
New Orleans, Louisiana 70170 Little Rock, Arkansas 72201
Robert B. McGehee, Esqg. Jeffrey C. Miller, Esq.
Wise Carter Child & Carawvay Reid & Priest

Professional Association 40 West 57th Street
P.O. Box 651 New York, New York 10019

Jacskon, Mississippi 39205
Item 1. Description of Proposed Transaction

(Item 1 has been completed in response to the
requirements of Form U-1 and Form U=13-1).

System Energy Resources, Inc. ("SERI"), a sub~-
sidiary of Middle South Utilities, Inc. ("MSU"), a regis~
tered hulding company under the Public Utility Holding
Company Act of 1935 ("Act"), proposes herein to assume
operating responsibility for all of the nuclear power
plants of the MSU System ("System"). SERI currently has a
90V undivided ownership interest in the Grand Gulf Nuclear
Project, and operates Grand Gulf Unit 1 for itself and a
Mississippi electric cooperative, South Mississippi
Electric Power Association ("SMEPA"), which owns a 10V
undivided interest. Under the proposal SERI will assume
all operating responsibilities for the Arkansas Nuclear
One, Units 1 and 2, nuclear power plant ("ANO"), owned and
operated by Arkansas Power & Light Company (“AP&L"), and
the Waterford 3 nuclear power plant ("Waterford 3"), owned

and operated by Louisiana Power & Light Company (“LP&l").



Both AP4L and LP4L are also subsidiaries of MSU. ANO and
wWaterford 3 ("Plants") will continue to be owned by AP&L
and LP&l, respectively.

The Declarants believe that consclidation of
operation of the System's nuclear power plants in one
organization will enh> ce efficiency of operation and
reduce costs, aruy is in accord with industry trends. It
is anticipated that the consclidation «f nuclear cpera-
tions within SERI will be concluded on or about January 1,
1989,

It is proposed that SERI, under licenses to be
granted by the Nuclear Regulatory Commission ("NRC"), will
operate the Plaits as agen: for, and pursuant to separate
operating agreements with, AP4L and “PelL (“"Agreements"),
These Agreements will prcvide that all costs inc zed will
be paid by SERI with funds directly provided by AP&L and
LPeL or will be billed to AP4L and LPeL at SERI's cost
pursuant to the applicable rvles and regulations of the
Securities and Exchange Commission ("Commission") under
the Act. The Agreements also provide for indemnities
between SERI and AP4L and SERI and LP4L in connection with
the service activities. Reference is made to Exhibits B-l
and B-2 hereto,

SERI is a corporation corganized under the laws
of the state of Arkansas. Its criginal formation as

Middle Scuth Energy, Inc. was approved by the Commission



on June 4, 1974 in Holding Company Act Release No. 18437,
File No, 70-5399.

Pursuant to tne terms of an Operating Agreement
dated as of May 1, 1980 between SERI and SMEPA, SERI
operates the 10V portion of Grand Gulf 1 owned by SMEPA
and SMEPA pays an allocable share of Grand Gulf 1
operating expenses. This arrangement was approved by the
Commission on October 30, 1980, in Holding Company Act
Release No. 21,770, File No. 70-61337.,

SERI currently has 1,000,000 shares of auth-
orized common stock, no par value. There are no other
classes of stock authorized., Currently, SERI has 789,350
shares of common stock issued and outstanding. MSU owns
100V of SERI's outstanding common stock, and paid $1,000
for each share.

SERI does not anticipate the need to raise any
additional capital for this proposed transaction since it
will not be financing the service activities proposed
herein; however, ir the event that it becomes necessary
for SERI to raise additional capital, further
authorization will be sought from the Commission prior to
such actien,

SERI plans to acquirc no new property to enable
it to engage in its servicing activities., If SERI needs
to acquire any property or engage in any constructien for

the improvement of the facilities owned by APsL or LPsl,



SERI will acquire such property, or engage in any con-
struction, as agent for AP&L or LPeL. SERI will, pursuant
to the Agreements, include the cousts of such acquisitions
in the Costs of dporntlnn and Costs of Capital Improve-
ments, and AP&L or LPéL will own such acquired or con-
structed property.

It is proposed that, upon obtain’ng all requi-
site regulatory approvals, SERI will assume, pursuant to
the Agreements, responsibility for the operation nf the
Plants as agent for the owning companies. Upon approval
of the arrangement, essentially all employees of the
respective owning utilities based at the nuclear plants
will become employees of SERI. In addition, essentially
all nuclear support employees of LP4¢L and AP4L will be
transferred to SERI, SER! currently has an employee force
of almost 1,200. APsL would, under the plan, traasfer
approximately 1,100 employees to SERT, while LP&L would
transfer about 850. Approximately 50 employees in the
Nuclear Engineering Services Groun of MSU System Services,
Inc, would also be transferred to SERI.

The Agreements provide SERI with the power and
sole authority to make any capital improvements and to
operate the Plants subject to certain limitations as
provided in the Agreements. All decisions relating to
public health and safety will be made by SERI. However,

the owning utility shall have the exclusive authority to



determine when the useful economic life of the plant has
ended,

Th:- Agreements specifically recognize that the
owning utility of each Plant will con.inue to own all of
the output of that Plant. Payment for SERI's operation of
the Plan%s will be at cost in accordance with the Act and
the rules thereunder. Specifically, the Agreements
propose to charge costs of cperation of each of the Plants
to its respective owning utility. Thus, costs incurred in
the operation of Waterford 3 will be charged to LPsL, and
costs incurred in the operation of ANO will be charged to
APsL. All costs specifically related to a unit will be
charged directly to that unic, Some costs, principally
administrative and general costs, relating to functions
which benefit more tran one unit will be allocated based
on reascnable and equitable methods as agreed to by SERI,
APsL and LP&L.

The Agreements provide for SERI and each respec-
tive owning utility to agree by November 1 of eacn year
during the term of the Agreements upon maximum amounts to
be paid by each utility for the following budget year with
respect to Capital Improvements and Costs of Operation,

In the Agreements, Capital Improvements mean any improve-
ments, additions, modifications or replacements of

property at the Flants that are properly capitalized and

recorded on the owning utility's books of account as an




asset under the FERC Uniform System of Accounts and are in
accordance with applicable rules and regulations of any
regulatory authogity having jurisdiction in the matter.
The Agreements state that the word Operate and its
derivatives means to possess, use, manage, control,
maintain, repair, operate and decommission. Costs of
Operation include all costs and expenses relating to the
operation of the Plants, costs of decontamination and de-
commissioning and any related taxes incurred or accrued
under the Agreements and attributable to the particular
Plants. The Agreements explicitly provide that all such
costs will be calculated in accordance with any applicable
rules and regulations of the Commission under the Act.
Pursuant to the Agreements, SERI agrees to furnish
estimates of the above Costs of Operation, and Costs of
Capital Improvements, expected to be owed for the next
succeeding period, and the respective utility agrees to
deposit such amounts pursuant to a payment method ocutlined
in the Agreements. Each Agreement also provides for SERI
to act as agent for each owner in the making of contracts
related to the owner's Plant, Furthermore, each owner
agrees to pay for costs incurred under such contracts.

The Agreements also contain provisions regarding
indemnification. The pertinent provision is §6.2, which
pruvides for SERI to indemnify the respective owning util-

ity against all actual losses, costs, liabilities and



expenses (except for consequential damages as defined in
the Agreements) resulting from SERI's gross negligence or
willful misconduct (as defined in the Agreements).
However, if in the performance of any of its duties under
the Agreerents, SERI ctherwise incurs any liability to any
third party, any amounts paid by SERI on account of such
liability will be considered a Cost of Operation payable
by the owning utility.

The Agreements further provide that the owning
utility will indemnify and hold harmless SERI and its
agents, officers, directors, shareholders and employees %o
the full extent permitted by law regardless of alleged or
actual fault or negligence of SERI against any claims for
consequential damages, death, injury or property damage to
any of the owning utility's employees or agents, or to
third persons not employed by SERI, and against any other
claims, causes of action, danages or expenses, including
attorney's fees, or any other penalties arising out of or
in the course of performance of services by SERI under the
Agreements,

Item 2. [Fees, Commissi~ns and Expenses

The estimated fees, commissions and expenses to

be incurr2d in connection herewith will be filed by amend-

nent.



Item 3. Applicable Statutory Provisions |

A. The indemnification provisions contained in
the proposed Ajreements described in Item 1 are subject to
Section 12(b) of the Act and Rule 45 thereunder.

B. The conduct of SERI's service activities is
subject to Section 13(b) of the Act and Rules 86-91, 93
and 94 thereunder. In particular, SE®I will be subjest to
the Uniform System of Accounts for Mutual Service
Companies and Subsidiary Service Companies and will be
obligated to file annual reports on Form U=13-60 pursuant
to Rule 94 under the Act. Declarants believe that the
information set forth in this Declaration, as amended,
includes substantially all of the information tnat would
be required by a Form U-13-1, and that this Declaration,
as amended, therefore constitutes a sufficient response to
the requirements of such Form U-13-1. Any significant
variations in the proposed transactions, including
significant changes in SERI's organizational structure,
services to be rendered or method of cos: allocation,
would be reported under a 60-day letter procedure
prescribed by the Commission.

Item 4. Regulatory Approval
LP4¢L and AP&L have applied to the NRC to amend

the operating licenses of Waterford 3 and ANO to allow

SERI to operate each Plant, Final Commission approval




will be sought before the NRC has granted the operating
license amendments.

The Arkansas Public Service Commission ("APSC")
has previously issued to APl Certificates of Public
Convenience and Necessity with regard to the operation of
ANO. Concurrently with this declaration AP4L will file an
application with the APSC for approval of the arrangement
with SER! proposed herein. Reference is made to Exhibit
D-3.

Both the Louisiana Public Service Commission
("LPSC") and the City of Nev Orleans ("CNO") have a4 right
to investigate the reascnableness of contracts entered
into by LP4L and tie charges therefor in setting rates for
LPsl. Approximately 98% of LPéL's revenues are subject to
LPSC jurisdiction and the remainder are subject to CNO
jurisdiction, Both the LPSC and the CNO are concurrently
being requested by LP4L to review the proposed arrangement
with SERI for the operation of waterford 3, Reference is
made to Exhidbits D-4 and D-5.

Item S, Procedure

SERI is scheduled to assume its service obliga-
:ions on or about January 1, 1989, Accordingly, the par-
ties hereby request that the Commission's order be issued
as sjoon as practicable; wvaive a recommended decision by a
hearing officer or any other responsible officer of the
Commission; agree that the Staff of the Division of In-

vestment Management may assist in the preparation of the



Commission's decision; and request that there be no wait-
ing period between the date of issuance of the Commis-
sion's order and the date on which it is to become effec-
tive.
Item 6. Exhibits and Financial Statements

The following exhibits and financial statements
are filed ar a part of this Declaration:

A~ Not applicable.

-
w
'
f
!

Proposed Operating Agreement between SERI and
AP&L.

*B-2 - Proposed Operating Agreement between SERI and
LP&L.

C- Not applicable.

*D-1 - NRC License Amendment Application for ANO 1 and
r

*D-2 = NRC License Amend=ent Application for Waterford
Jl

*D-3 - APSC Application.
*D-4 - LPSC Application.
*D-5 = CNO Application.
| Not applicable.
‘r- Legal Opinions.
**G-1 - SERI's Articles of Incorporation, as amended
and currently in effect (Exhibit 3(a) in 33~
82513).
#4G-2 - SERI's by~-laws, as amended and currently in

effect (Exhibit 19 to Form 10-Q for the
quarter ended March 31, 1987, in 1-9067).

. To be supplied by amendment.

. Supplied in response to the requirements of Form U-13-1,



LR

*(**)G-3 - SERI's balance sheet as of the latest
available date and profit and loss statement
for the year ended on that date.

H ~ Form of notice.
(b) Einancial Statements
Financial Statements of MSU and its subsidiary
companies have been omitted since they are not deemed
material to or necessary for a proper disposition of the

proposed transactions.

Item 7. Information as to Enviroamental Effects

(a) The vproposed transaction subject to the
jurisdiction of tne Commission and described in response
to the requirements of Form U-l relates only to the
indemnification provisions ocutlined in Item 1 and the
approval by the Commission of SERI - a service company
and has no environmental impact in and of itself.

(b) Neo.

Supplied in respor.se to the requirements of Form U-13-1,




SIGNATURES

Pursuant to the requirements of the Public Util-
ity Holding Company Act of 1935, the undersigned companies
have duly caused this statement to be signed on their

behalf by the undersigned thereunto duly authorized.

Dated: October 7, 1988 SYSTEM ENERGY RESOURCES, INC.

iy
enn L. Harcer

Vice President~
Accounting and Treasurer

ARKANSAS POWER & LIGHT COMPANY

ohn Harton

Vice President, Treasurer
and Assistant Secreta.y

LOUISIANA POWER & LIGHT COMPANY

By i
colm H, M¢c chie
Senior Vice President~
Accounting and Finance



EXHIBIT W

SECURITIES ANC EXTHANGE COMMISSION
(Release No. 35~ )

Filings Under the Public Utfiity Holding Company Act
of 1535 ("Act"™)

October , 1988

Nntice is hereby given that the following
filing(s) has/have been made with the Commission pursuant
to provisions of the Act and rules promulgated thereunder.
All interested persons are referred to the application(s)
and/or declaration(s) for comnlete statements of the
proposed transaction(s) summarized below. The
application(s) and/cor declaration(s) and 2ny amendmen:(s)
thereto is/are available for public inspection through the
Commission's Office of Publ.c Reference.

Interested persons wishing to comment or reguest
a hearing on the application(s) and/or declaration(s)
should submit their views in writing by : 1968
to the Secretary, Securities and Exchange Commission,
wWashington, D.C. 20549, and serve a copy on the relevant
applicant(s) and/or declarant(s) at the address(es)
specified below. Proof of service (by affidavit or, in
case n attorney at law, by certificate) should be
filed with the request. Any request for hearing shall
identify specifically the issues of fact or law that are

disputed. A person who so requests will be notitied of



any hearing, if ordered, and will receive a copy of any
notice or order issued in the matter. After said date,
the application(s) and/or declaration(s), as filed or as
amended, may be granted and/or permitted to become
effective.
:;kantnn Power & Liyht Company

uisiana Power & Light Company
Systern Energy Resources, InC. (70= )

Arkansas Power & Light Comrany ("AP&L"), 425 W,
Capitol Street, Little Rock, Arks.sas 72203, Louisiara
Power & Light Company ("LPelL"), 317 Baionne Street, New
Orleans, Louisiana 70112 and System Ena.gy Resources, Inc,
("SERI"), 188 East Capitol Street, One Jackson Place,
Jackson, Mississippi 39201, subsidiaries of Middle Scuth
Utilities, Inc. ("Middle South"), a registered holding
company, have filed a declaration pursuant to Sections
12(b) and 13(b) of the Act and Rules 45, 86-91, 93 and 94
thereunder,

It is proposed that SER! become the nuclear
operating company for the Middle South system. SERI will
become, pursuant to operating agreements (“Opcrating
Agreements”), the operator, but not the owner, of the
nuclear stations at Arkansas Nuclear One, Units 1 and 2
("ANO") and Waterford 3 (“"Waterford 3")., These stations
will continue to be owned by AP4L and LP4L, respectively,

SERI will continue to own and operate for itself and South



-3-

Mississippi Electric Power Association the Grand Gulf
Nuclear Station.

The Opqtattng Agreements will provide that all
services provided by SERI will be billed to AP4L and LPilL
at SERI's cost pursuant to the applicable rules and
regulatiuns under the Act., Costs incurred by SERI at each
of the plants will be funded directly by the owning
utility and paid by SERI, or will be allocated to the
owning utility., The Operating Agreements also provide for
indemnities between SERI and AP4L and SERI and IP4L in
connection with the service activities, SERI will
indemnify the respective owning utility against all actual
losses, costs, liabilities and expenses (except conse-
quential damages as defined in the Operating Agreements)
resulting from SERI's gross negligence or willful mis~-
conduct as defined in the Operating Agreements. 1If SERI
otherwise incurs any liability to any third party, any
amounts paid by SERI to such third party will be a cost
passed on to the owning utility.

It is proposed that, upon obtaining all
requisite approvals, including Nuclear Regulatory
Commission approval of a licensing amendment making SERI a
co-licensee for ANO and Waterford 3, SERI will assume,
pursuant to the Operating Agreements, responsibility for
the cperation of the plants. Upon approval of the

arrangement, essentially all the employees currently



assigned to the nuclear operations area of the owning
utilities will become employees of SERI.

Under the proposed Operating Agreeements AP4L
and LP4L will continue to own the entire output of ANO and
Waterford 3, respectively.

For the Commission by the Division of Investment

Management .
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212 603-2142

New York, New York
Octeber 11, 1988

Securities and Exchange (ommission
450 Fifth Street, N.W,
Washington, D.C, 20549

Re: System Enecgy Resources, Inc,
File No, 70-7570

Gentlemen:

For filing with you %ﬁ. EDGAR pursuant to the
Public Utility Holding Company Act of 1935, enclosed
please find Amendment No. 1 to the Declaration on Form U-l
of Arkansas Power & Light Company ("AP4L"), Louisiana
Power & L .“t Company ("LP4L") and System Energy
Resources, Inc, ("SERI") (File No, 70-7570) relating to
the consolidation of all Middle South Utilities Inc,
System nuclear operations in SERI,

Very truly yours,

REID & PRIEST, Counsel for
System Energy Resources, Inc.

By:
~Lrirli i as

Enclusures

CC: Mr, William C. Weeden



File No. 70-7570

SECURITIES ANL EXCHANGE COMMISSION
Washington, D.C. 20549
FORM U-1

AMENDMENT NO, 1 TO
DECLARATION ON FORM U-1
UNDER
THE PUBLIC UTILITY HOLDING COMPANY ACT OF 1935

System Energy Resources, Inc.
188 ®ast Capitol Street
One Jackson Flace
Jackson, Miscissippi 39201

Arkansas Power & Light Company Louisiana Power & Light Cumpany
425 W, Capitol Street 317 paronne Street
Little Rock, Arkansas 722013 New Orleans, Louisiana 70112

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

Middle South Utilities, Inc.
(Name of top registered holding company
of each applicant or declarant)

William Cavanaugh, 111
President and Chief Executive Officer
System Energy Resources, Inc.

188 East Capitol Street
One Jackson Place
Jackson, Mississippi 139201

J. L. Maulden J. M. Cain

President and Chief Executive President and Chief Executive
Officer Officer

Arkansas Power 4 L:ght Company Louisiana Power & Light Company

425 W, Capitol Street 317 Baronne Street

Little Rock, Arkansas 72203 New Orleans, Louisiana 70112

(Name and addresses of agents for service)




The .ommission is also reguested to send
copies of any communications in connection
w.th this matter to:

McChord Carrico, Esqg. Paul B. Benham, Esq.
Monroe & Lemann Friday, Eldredge & Clark
201 8t, Charles Avenue 2000 First Commericel Building

New Orl2rans, Louisiuna 70170 Little Rock, Arkansas 72201

Robert B, McGehee, Fsq. Jeffrey C, Miller, Esqg.

Wigse Carter Child & Caraway Reid & Priest
Professional Association 40 West 57*h Street

P.O., Box 65)] New York, New York 10019

Jackson, Mississippi 39205

Item 6, Exhibits and Jinancial Statements

4

The teollowing exhibits and financial statements
are filed as part of this Declaration:

B-1 =~ Proposed Operating Agreement between
SERI and APIL,

-2 =~ Proposed Operating Agreement between
SERI and LPsL.

D=1 = NRC License Amendment Application for
ANO 1 and 2,

D=2 =~ NRC License Amendment Application for
Waterford 3,

D=3 = APSC Application,
D~4 =~ LPSC Application.
D=5 =~ CNO Application,
*eG~) = SERI's baiance sheet as of the latest
available date and profit and loss

statement for the year ended on that
date,

v {upp!!ca In response to the requirements of Form U-13-




SIGNATURES

Pursuant to the requirements of the Public
Utility Holding Company Act of 1935, the undersigned
companies have duly caused this amendment to be signed on

their behalf by the undersigned thereunto duly authorized,

Dated: October 11, 1988 SYSTEM ENERGY RESOURCES, INC,

By 4-5 Clenn E, Harder
nn E, Harder
Vice President~
Accounting and Treasurer

ARKANSAS POWER & LIGHT COMPANY

Byt /s/ John Harton

ohn rton
Vice President, Treasurer
and Assistant Secretary

LOUISIANA POWER & LIGHT COMPANY

By ‘ol Malcolm H, Mcletchie
colm H, 3

SenLor Vice President~
Accounting and Finance
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212 603-2142

New York, New York
October 11, 1968

Securities and Exchlange Commission
450 Fifth Street, N.W,
Washington, D C., 20549

Re: System Energy Resources, Inc,
File No, 70-7570

Gentlemen:

Enclosed for filing with the Sccurities and
Exchange Commission (“"SEC") please find one executed and
two conformed copies of Form SE, dated October 11, 1988,
of Atkansas Power & Light Company ("AP4L"), Louisiana
Power 4 Light Company ("LP4L") and System Energy
Resources, Inc. ("SERI"), together with Exhibits %=1, B-2,
D=., D=2, D=3, D-4, D=5 and G~) relating to Amendment No.
1 to APaL's, LPaL's and SERI's Declaration on Form U-1
("U=1") which is being filed with the SEC today and
relates to the proposed consolidation of all Middle South
Utilities, Inc, System nuclear operations in SERI,
Amendment No, 1 to the U-1 is being filed with you by a
direct transmission to the EDGAR System,

Please otcnr and return the enclosed copy of
tuis letter to acknowledge receipt of the filing.

Ve

y truly yours,

Wiy 1
1‘10,/

ey C. Milleér'"*

-
Enclosures

€Ct Mr, William C. Weeden



MB AP Va
OME Number 32380327
114 1 11
U S SECURITIES AND EXCHANGE COMMISSION -~ i-tt.fuicter ) 198 |
Washiagtos, D.C. 20849

FORM SE Datod _ October 11, 1988
(FORM FOR EXHIBITS UNDER THE EDGAR PILOT)

Anendment No., 1 t¢ Declaration on Form U-l 70-7570

: Report, Schedule or Stavement of Period of Repot ~ SEC File No. of Form.
Which the Documents Are & Pan (If Appropriate) Schedule or Statement
System Energy Resources, Inc. 202584

(Exact Name of Registrant As Specified In Charter) Registrant CIK Number

Name of Person Other than the Registrant Filing the Form, Schedule or Statement
The undersigned heredy files the * llow ing documents:

Attach an exhibit index and the exhibits not filed electronically as requited by
ltem 601 of Regularion $.K. the Applicable Form, Schedule or Statement

SIGNATURES: Complete A or B, as Appropriate
See General Instructions 1o Form SE

A Filings Made on Behalf of the Regisirant: The Registrant has duly caused this form 1o be signed on ity behalf by the under.
signed, thereunto duly authorized, | tgcog‘s;y' of

, Stme of__Louisiana
System Energy Resources, Inc.
(N Registrant)
By

(Signatyre)

(Print Name)

Assistant Secretary
Title)

B Filings Made by Persons Other Than the Registrant Aher reascnable inquiry and 10 the best of m, Anowiedge and belief,
I cerufy that the information set forth in this statement is irue, complete and corret

(Date) (Signature)
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Exh bl B-4-

ARKANSAS NUCLEAR ON

OFERATING AGREEMENT

This Operating Agreement is made and entered into
as of ___ , 1988 between System Energy Resources,
Inc. (SERI) and Arkansas Power & Light Company (AP&L).

WHEREAS, both of the parties hereto are wholly
owned subsidiaries of Mide : South Utilities, Inc. (MSUV)
and,

WHEREAS, AP&L is an electric dtility that

generates, transmits and distributes electricity primarily

-~

tates of Arkansas and Missouri

1ar

nt near Ru

Unit 1,
issued by
WHEREA! “w desires that S
responsibility for t not ownership o
WHEREAS, AP&L desires that such operating
responsibility be consistent with AP&L'e obligations and
responsibilities under all pertinent Arkansas and federal

law: and
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WHEREAS, AP&L desires to contract with SERI sc as
to enable SERI to possess, use and operate ANO, and SERI
desires to uncertake such responsibility, all subject to and
in accordance with the terms and cond/tions set forth
herein;

NOW THEREFORE, IN CONSIDERATION o the mutual
obligations set forth herein, the parties hereto agree to
the following:

ARTICLE I.
DEFINITIONS

As used herein:

1.1 "Application" means the Application of AP&L
(consented to by SERI) before the Nuclea: Regulatory
Commission to amend the Operating License so as to
authorize and reflect in the license the change from AP&L to
SERI as the license: authorized to possess, use and operate
ANO, as previously or hereafter supplemented or amended.

1.2 "Arkansas Nuclear One" ("ANO") means the
two-unit ("ANO-1" and "ANO-2") nuclear-powered electric
generating station owned by AP&L and located on a site in
southwestern Pope County, Arkansas, about six miles
west-northwest of Russellville, Arkansas on"a peninsula
formed by the Dardanelle Reservoir. ANO includes all the
real property owned by AP&L at the site, and all buildings,

structures, facilities and equipment located thereon. This
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Operating Agreement delineates certain specific structures,
facilities and egquipment located at ANo'that AP&L will
continue to operate and maintain; e.g., certain switchyard
breakers, transmission lines and relat °~ - —uipment that are
downstream of the generating units' main output breakers.

1.3 "Capital Impruvements" means improvements,
additions, modifications or replacements of property at ANO
that are properly capitalized and recorded on AP&L's books
of account as assets under the FERC Uniform System of
Accounts and are in accordance with applicable rules and
regulations of any regulatory authority having jurisdiction
in the matter.

1.4 "Consequential Damages" means incldental,
indirect or special damages including, but not limited to,
loss of profits or revenue, loss of use of power or
property, cost of capital, cost of purchas:d or replacement
power, inventory or use charges, claims of customers or
third parties for service interruptions and any other
incidental, indirect, or special damages of any nature.

1.5 "Costs of Capital Improvements" means all
costs of Capital Improvements as defined in Section 1.3
herein. :

1.6 "Costs of Operation" or "Cost of Operation"
means all costs of Operation, decontaminat.on and

decommissioning and any related taxes incurred or accrued
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under or with respect to this Operating Agreement and
attributable or allocable to ANO and properly recordable in
expense accounts under tlhe FERC Uniform System of Accounts.
These costs shall include, without limitation, any costs
incurred in connection with the Operation of ANO, but
excluding (a) costs of Nuclear Fuel that is owned by AP&L or
leased directly by AP&L from one or more third parties and
(b) losses, costs, liabilities and expenses (except for
Consequential Damages as defined in Section 1.4 herein)
directly resulting from the Gross Negligence or Willful
Misconduct of SERI. All of such Costs of Operation shall be
calculated, ard allocation of such costs shall te made as
the parties shall from time to time agree, and shall be made
in accordance with any applicable rules and regulations of
the Securities and Exchange Commission under the Public
Utility Holding Company Act of 1935, the FERC under the
Federal Power Act and other regulatory authorities having
Jurisdiction in the matter.

1.7 "Effective Date" means the effective date of
this Operating Agreement as determined pursuant to
Section 8.1.

1.8 "FERC" means the Federal Energy Regulatory
Commission or its successor.

1.9 "Force Majeure" means any act, delay or

failure to act on the part of any state or federal
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governmental authority, whether leqislat;va, executive,
judicial or administrative, including delay or failure to
act by any governmental authority in the issuance of permits
or licenses required in connection with ANO, and the
prohibiting of acts necessary to performance hereunder or
the permitting of any such acts only subject to unreasonable
conditions; acts of God, damage, accidents or disruptions,
including, but not limited to, fire, flood, explosion,
tornado, hurricane, earthquake, windstorm, or equipment
breakdown; failure or delay beyond either party's reasonable
control in securing necessary financing, materials,
equipment, services or facilities; forced outages or forced
unit deratings; labor difficulties such as strik;l,
slowdowns or shortages; delays in transpoytation, civil
unrest, disturbances, demonstrations; or any other cause
beyond the affected party's reasonable control.

1.10 "Good Utility Practice" means any of the
practices, methods and acts engaged in or approved by a
significant proportion of the electric utility industry at
the time of the reference, or any of the practices, methods
and acts which, in the exercise of reasonable judgment in
light of the facts known at the time the decision was made,
could have been expected to accomplish the ° sired result at
a reasonable cost consistent with reliability, safety and

expedition. Good Utility Practice shall apply not only to
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functional parts of ANO, but also to appropriate structures,
landscaping, signs, lighting and other facilities and public
relations programs reasonably designed to p~“rmote the
public's understanding and acceptance of ANO. Good Utility
Practice is not intended to be limited to the optimum
practice, method or act to the exclusion of all others, but
rather to be a spectrum of prudent and acceptable practices,
methods or acts.

1.11 "Gross Negligence and/or Willful Misconduct"
means any act or omission by or authorized by a party's
officers or Board of Directors that is performed, authorized
or omitted consciously with prior actual knowledge or with
reckless disregard of facts indicating that uuch'conduct or
omission is likely to result in actionable damages or injury
to persons or property or to result in a violation of laws
or regulations.

1.12 "NRC" or "Nuclear Regulatory Commission"
means the United States Nuclear Regulatory Commission or its
suc:essor having responsibility for administration of the
licensing and regulation of the operation of nuclear
utilization facilities under the Atomic Energy Act of 1954
and amendments thereto. .

1.13 "Nuclear Fuel" means any source, spe.ial

nuclear or by-product material as defined in the Atomic

Energy Act of 1954 and any amendments thereto, including any
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ores, mined or unmined, uranium concentrates, natural or
enriched uranium hexaflouride, or any oéher material in
process containing uranium, and any fuel assemblies or parts
thereof, any of which are required for the generation of
electricity at ANO.

1.14 "Operate" and its derivatives means to
possecs, use, manage, control, maintain, repair, operate and
decommission.

1.15 "Operating License" means the Facility
Operating License No. DPR-51 for ANO, Unit 1 and Operating
License No. NPF-6 for ANO, Unit 2 and amendments thereto as
issued from time to time by the NRC.

ARTICLE I1I.

SERI'S AUTHORITY AND RESPONSIBILITY
WITH RESPECT TO OPERATION OF ANO

2.1 Authority for Operation. SERI and AP&L agree
that SERI shall take all actions necessary to make Capital
Improvements to ANO in accordance with Good Utility Practice
and in the best interest of AP&L. SER! shall take all
action necessary to Operate ANO in accordance with Good
Utility Practice, and SERI is solely responsible for the
mannes of Operation of ANO, the manner of accomplishing the
work, shall use its own methods in Operating ANO and is not
subject to the control of AP&L in any respect with regard to

the performance of the opevation of ANO. AP&L hereby grants
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SERI the authority to take any and all action, in AP&L's
name and on AP&L's behalf, necessary to obtain and/or
maintain all licenses and permits issued by the NRC or other
reguilatory bodies relating to ANO and necessary to comply
with all applicable regulations of the NRC and other
governmental bodies having jurisdiction over any aspect of
the Cost of Operation, Cost of Capital Improvements, making
of Capital Improvements and/or Operation of ANO. Without
limiting the foregoing delegation, SERI shall act as the
agent for AP&L in all matters related to NRC licensing of
ANO. Furthermore, SERI shall provide AP&L with data and
assistance as may be requested by AP&L to enable APS&L to
satisfactorily discharge, as the owner of ANO, iks
responsibilities with regard to ’NO, including its
responsibilities to its securities holders, to regulatory
authorities and others. SERI shall Operate, and make
Capital Improvements at, ANO in accordance with the
Operating License and applicable laws and regulatory
requirements and shall have sole authority, as the Operator
of ANO, to make all decisions relating to public health and
safety. Subject to the provisions of Sections 2.2 and 2.3
herein, ia order to enable SERI! fully and effectively to
perform its duties hereunder, SERI shall have, and AP&L does

hereby grant to SERI, the power and authority to exercise in

accordance with applicable laws, the rights of AP&L under
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and to exe:ute, modify, amend or terminate any contracts,
including, without limitation, leases, easements,
agreements, purchase orders, licenses, permits and
privileges relating to the Operation of, and making of
Capital Improvements to ANO, as agent for AP&L for such
contracting purposes. SER] may perform its duties hereunier
through its employees or non-affiliated persons. Except as
provided in Section 11.5 hereof, the duties of AP&L and SERI
hereunder shall be subject in all events to receipt of any
further necessary consents or regulatory approvals. Subject
to SERI's obligations and responsibilities under this
Operating Agreement, the Operating License and applicable
laws and regulatory requirements, SEFJ] agrees that it shall
comply with directions from AP&L relating to the making of
Capital Improvements (including the costs thereof) of ANO.
2.2 Limitation on SERI's Authority.

Notwithstanding Section 2.1 =bove, SERI shall have no
authority under this Operating Agreement without the written
approval of AP&L, which approval shall not be unreasonably
withheld, (a) to obligate AP&L to pay Costs of Capital
Improvements and Costs of Operation that are either
materially different from or in excess of the expenditures
to be agreed upon pursuant to Section 5.1 herein, (b) to
obligate AP&L to pay Coste of Capital Improvements that have

not been aprroved pursuant to AP&L's policy with respect t»
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its Board of Director's approval of capital expenditures,
(c) to modify, amend or terminate any contracts executed by
AP&L that are existing and were in effect prior to the
Effective Dute and that are presently or in the future will
be categorized as material by AP&L, (d) to sell, encumber or
otherwise dispose of any real property or any equipment or
personal property comprising ANO, and/or (e) to sell or
otherwise dispose of capacity and energy from ANO. 1In
addition, AP&L shall have exclusive authority to define the
economic life and to decermine when the economic life of ANO
has ended and, in its sole discretion, may direct SERI, in
writing, to retire and decommission ANO or to Operate ANO at
reduced capacity and/or to place ANO in a safe skutdown
condition; provided, however, SERI shall take such action in
# manner which it determines, in its sole judgment, is
consistent with public health and safety, the Operating
License and applicable laws and regulations. In addition,
SERI is authorized to Operate ANO at a reduced capacity or
otherwise to place ANO in a safe shutdown condition at any
time SERI determin»s such action is necessary to comply with
the Operating License and applicable laws and regulations.
All costs incurred by SERI in taking such action relating to
decommissioning or shutdown of ANO shall be considered Costs
of Operation or Costs of Capital Improvements, as the case

may be. With respect to acquisitiens by SERI, as AP&L's

-lo-
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agent for such purpose, of Capital Improvements and other
equipment or property, including, but nét limited to,
materials, supplies and spare parts inventories, for ANO,
AP&L's Chief Financial Officer shall provide SERI from time
to time as necessary with instructions or guidelines as to
the preferred financial structure of such acquisitions (i.e.
purchase, lease, etc.), which shall be used in implementing

such acquisitions.

2.3 Execution; Disclosures in Third-Party

Contracts. Contracts relating to the Operation of ANO,
including, without limitation, any contracts for Capital
Improvements or contracts for the sale, lease or acquisition
of materials, inventories, supplies, spare parts, equipment,
fuel, Nuclear Fuel (excluding contracts for the financing
through lease or otherwise for Nuclear Fuel) or services,
shall be executed by SERI, as agent for AP&L for this
purpose, or by AP&L, upon SERI's reasonable request. If a
contract subject to Section 2.1 relates to both ANO and one
or more other power plants that are Operated by SERI, such
contracts ("Multi-Plant Contracts") shall be executed by
AP&L at SERI's request on reasonable grounds or by SERI on
behalf of AP&L and the owners of the other applicable
plants. SERI further agrees that with respect to
Multi-Plant Contracts, SERI will not enter into such

Multi-Plant Contracts without the prior written consent of

-11-



19317.98

AP&L unless such contract contains a provision for several
but not joint liability of the owners of the plants under
such Multi-Plant Contracts in proportion to the costs
allocated to the various power plants under si\.ch contracts.
In order to induce third parties to contract with SERI with
regard to the performance of SERI's obligations under this
Operating Agreement, AP&L hereby expressly agrees to be
bound by the terms of all contracts executed by SERI in
accordance with its agency authority as described herein
(including, withcut limitation, any provisions that limit or
protect against a third party's liability, provisions
granting indemnity to third parties and limitations or
exclusions of warranties) to the same extent as if AP&L were
an original signatory to such contract. In addition, if
AP&L's signature is deemed by SERI to be necessary to induce
a third-party to contract with SERI, AP&L agrees to not
unreasonably refuse to execute such additional third-party
agreements as SERI may request from time to time. It is
further agreed that the Chief Financial Officer of AP&L
shall notify UBERI in writing of the contracts or types of
contracts related to ANO that are to be executed by SERI, in
its capacity as AP&L's agent for that purpose  that ;. 2&L
desires to raview in order for AP&L to monitor and evaluate
the potential impact on AP&L of such contracts and to advise

SERI of such impact so that SER! shall take all steps to

-12-
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protect AP&L's interest. Accordingly, SERI agrees to
provide AP&L copies of such contracts within a reasonable

time pricr to SERI's proposed execution thereof.

2.4 Enforcement of Rights.

A. AP&L hereby recognizes that, except with
respect to facts and circumstances existing, or litigation
instituted by or against AP&L prior to the Effective Date,
SERI har complete and exclusive authority with respect to
the handling of the defense, prosecution and/or settlement
of disputes with third parties relating in any way to ANO,
provided that SERI shall obtain AP&L's written consent prior
to instituting or settling any lawsuit, claim, proceeding or
action relating to ANO which is of a type categorized as
material by AP&L.

B. With respect to litigation relating to
ANO that arises out of facts or circumstances existing prior
to the Effective Date, AP&L shall in consultation with SERI!
decide upon the appropriate manner of defending, prosecuting
or settling such litigation,.

c. Subject to Section 6.2, it is further
agreed that to the extent SERI incurs any liability to a
third party in performing its duties under this Operating
Agreement, amounts paid by SERI on account of such liability

and SERI'® 2xpenses in defending claims by third parties or

«13-
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prosecuting claims against third parties shall be considered

Costs of Operation.

2.5 SERI's Responsibilities at Other Plants.

SERI's duties and responsibilities under this Operating
Agreement shall not be construed to interfere with SERI's
authority and responsibility to Operate any other plants for
which it has operating responsibility; provided, however,
that SERI hereby agrees that it will not knowingly take any
action or fail to take any action in connection with ANO
that is inconsistent with Good Utility Practice and puts
AP&L at a disadvantage to SERI or to the owners of such
other plants.
ARTICLE 1I1I1I.
APSL'S RESPONSIBILITY AND OBLIGATIONS

3.1 Payment. In consideration of the services
rendered by SERI hereunder, and subject to the provisions of
this Operating Agreement, AP&L hereby agrees to pay to SERI
the Costs of Operation and Costs of Capital Improvements
pursuant to Article V hereof.

3.2 Site Access and Control. 1In order for SERI!
to Operate ANO in accordance with the Operating License and

other applicable regulatory requirements, AP&L grants SERI
possession and use of the property constituting ANO and

agrees to provide SERI, its agents, employees and

contractors unrestricted access to the property constituting
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ANO, including, without limitation, the goa! property and
the switchyard, facilities, equipment ;;d personal property
located on the ANO site. As required by the Operating
License and applicable statutes, and NRC regulations, AP&L
further agrees that SERI shall have authority to exercise
complete contrcl over the Exclusion Area as defined in the
Safety Analysis Report for ANO and to determine all
activities within that area. Toward this end, AP&L hereby
assigns to SERI its rights under an easement with the United
States Army Corps of Engineers (No. DACWQO3-2-76-322) to
exercise exclusion area control with respect to certain
specified Dardanelle Reservoir bed and bank properties owned

by the United States Government.

3.3 Support Services from AP&L. AP&L agrees that

it will cooperate with SERI in a manner so that SERI may
exercise its authority and fulfill its responsibilities
pursuant to this Operating Agreement. In this connection,
AP&L further agrees to provide (1) ANO switchyard, switching
station, and transmission line services and other support in
accordance with a separate Memorandum of Understanding to be
executed by the parties contemporaneously with the execution
of this Operatinyg Agreement, an executed copy of which is
attached hereto as Exhibit A, »s such exhibit may be
hereafter supplemented or amended, (2) support for the ANO

Emergency Plan and emergency training and drills in

15«
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accordance with a separate agreement to be executed by the
parties contemporaneously with the execution of this
Operating Agreement, an executed copy of which is attached
hereto as Exhibit B, as such exhibit may be hereafter
supplemented or amended, and (3) essential support for ANO
in accordance with a separate agreement to be executed
contemporaneously with the execution of this Operating
Agreement, an executed copy of which is attached hereto as
Exhibit C, as such exhibit may be hereafter supplemented or
zmended. Subject to its reasonable Capability and
availability, AP&L agrees to provide additional services or
assistance required by SERI and agreed to by AP&L in writing
in connection with the Operation of ANO, including, without
limitation, the following: (1) communications access and
support, (2) transportation support, (3) payroll and
perscnnel assistance, and (4) other services as may be
required in order to allow SERI to conduct safe, economic
and efficient operations at ANO.

3.4 No Changes to Facilities, Procedures or

Practices. So that SERI will be capable of Ope.ating ANO in
accordance with the Operating License and other applicable
regulatory requirements, AP&L agrees that it will not make
any changes to facilities, procedures or practices that
affect compliance with NRC regulations or commitments,

including, but not limited to, physical changes to the

-16-
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electrical transmission or distribution facilities that
directly provide an off-site power supply to ANO without
prior consultation with and written consent frem SERI, which
consent SERI shall not unreasonably withhold.

3.5 Offsite Power Supuly. AP&L agrees that it
shall provide ANC with an assured source of offsite power in
accordance with procedures to be agreed upon, from time to
time, by the parties.

ARTICLE 1V.
ENTITLEMENT TO CAPACIT .ND ENERGY

SN2 LEVENL 10 CAPACIT
4.1 Entitlement and Delivery of Capacity and

Eneryy. AP&L, at all times during the term of this
Agreement, shall be and remain the owner of, and shall Lbe
eautitled to all of, the capacity and energy frum ANO.

4.2 Determination of Output. Net positive output

of ANO uvhall be the gross generation of ANO, less station
service requirements, and less adjustments for losses
experienced. In the event the output is negative (i.e.,
station service and losses exceed the gross generation) AP&L
shall be responsible for providing necessary power at ANO

during such period in accordance with Good Utility Practice

and Section 3.5 herein. ‘

1%
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ARTICLE V.
PAYMENT; AUDIT AND INSPECTION RIGHTS

5.1 Paymeni Obligation. On or before November 1
(or such other dates as may be agreed to by the parties) of
each year during the term of thi. Operating Agreement,
(1) SERI will submit for AP&L's review and approval the
total annual construction budget for ANO, the annual
operating and construction programs (as used herein the term
"annual operating and construction programs"” shall include
details of the budgeted ccsts for those programs) for ANO,
and the components of SERI's five-year business plan that
relate to ANO, and (2) SERI and AP&L will agree in writing
upon maximum amounts to be paid, within param.to;s of the
then-current SERI five-year business plan, by AP&L for the
following budget year pursuant to this Operating Agreement
with respect to (i) Costs of Capital Improvements and
(i1) Costs of Operation. AP&L and SER: recognize that
mutually agreeable adjustments may be made to such maximum
amounts to be paid and/or to the previously approvad
construction budget, operating and construction proyrams or
the components of SERI's five-year business plan relating to
ANO, from time to time during any budget yedr, to reflect
the impact of force majeure, unforeseen circumstances.
financial constraints or other events. Without limiting

AP&L's obligations under Section 6.2, AP&L agrees to pay any

18«
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and all Costs of Operation and Costs of Capitel Improvements
within such maximum amounts to be paid and consistent with
the previously approved construction budget and operating
and construction programs, but AP&L shall not be obligated
to pay Costs of Operation and Costs of Capital Improvements
in excess of the applicable maximum expenditure limitations
or which differ materially from the types of expenditures
reflected in the construction budget and operating programs
previously approved by AP&L, except for any such excess or
different Costs of Operation and Costs of Capital
Improvements that AP&L agrees to pay. It is further agreed
that SERI will keep AP&L timely informed and obtain AP&L's
approval regarding projects which are reasonably anticipated
to cause a material change to the components of the
then-current SERI five-year business plan that relate to ANO

as previously approved by APaL,

5.2 Payment and Billing. Subject to Section 5.1

above and in accordance with procedures to be agreed upon in
writing by the parties, SERI hereby agrees to furnish AP&L,
at such times as may be required by AP&L, estimates of the
Coste of Operation and Costs ol Capital Improvements
expected to be owed by AP&L {or the next succeeding period.
AP&L shall promptly deposit in the bank account(s) to be
established pursuant to Section 5.3 such funds as shall be

adequate to pay SERI and third parties on a timely basis
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with respect to Costs of Capital improvements and Costs of
Operation. 1In addition, AP&L will pay for costs incurred
under any contracts relating to ANO with respect to which
SERI, as agent for that purpose, has approved and has
directed the thirc party to provide direct billing to AP&L.
Payments of the Costs of Capital Improvements and Costs of
Operation specified herein shall be made notwithstanding the
availability or lack of availability of ANO to produce
power. No payment made pursuant to this Operating Agreement
shall constitute a waiver of any right of AP&L to question
or contest the correctness of Costs of Capital Improvements
and Costs of Operation charged to AP&L.

5.3 Bank Accounts. The parties agree that one or

more special bank accounts may be established and maintained
in one or more banks of AP&L's choice, in a manner that will
indicate the custodial nature of the accounts, for the
deposit by AP&L and disbursement by SERI or AP&L of Cests of
Capital Improvements and Costs of Operatior.

5.4 Audit and Adjustments. SER! shall maintain
books and records to support the Costs of Capital

Improvements and Costs of Operation for such period of time
as AP&L shall direct. From time to time, AP&L may, and SERI
shail permit, at AP&L's option and expense as appropriate,
in accordance with any applicable Middle South Utilities
System established auditing policies (excluding any such

-20-




19317.98

policy that would limit or preclude the right of AP&L to
conduct such audits), conduct or cause to be conducted by
others, ‘ncluding regulatory authorities having
Jurisdiction, audits of the books and records of SERI. such
audits shall be conducted at reasonable mutually agreed upon
times, with agreement not being ur.reasonably withheld.
Further, SERI shal) make available to APSL a copy of any
audit reports prepared by or at the request of SERI]
concerning its books and records relating to the Operation
of ANO, and the cost of preparing such audit reports shall
be a Cost of Operation payable pursuant to this Article V.
SERI shall credit AP&L with recoveries, whenever received,
from third parties and shall charge or credit AP;L with any
underpayments or overpayments of Costs of Capital
Improvements and Costs of Operation, as the case may be.
Force Majeure shall not excuse failure by SERI to credit
AP&L with third-party recoveries or overpayments of Costs of
Capital Improvements and Costs of Operation owing at any
time.

ARTICLE VI.

LIMITATION OF LIABILITY; INDEMNITY
6.1 Release and Limitation of Lidbility. To the

fullest extent permitted by applicable law, AP&L shall not

be entitled to recover from and hereby expressly releases,

SERI, its agents, officers, directors, shareholders or

-21.
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employees (except to the extent AP&L shall be entitled to
share in insurance recoveries obtained by SERI! hereunder)
from or for any damages, claims, causes of action, loecses
and/or expenses of whatever kind or nature, including, but
not limited to, attorneys' fees, that are in any way,
directly or indirectly, connected with SERI's Operation of
ANO or for any damage thereto, whether ar.sing in tort,
fraud, contract, strict liability, negligence or any other
theory of legal liability or as a result of fines or other
penalties imposed by the NRC or othe' governmental autho-
rity, unless such damages, claims, causes of action, losses
and/or expenses (other than Consequential Damages, which
shall not be recoverable from SERI in ;ny event) shall have
resulted from the Gross Negligence and/or Willful Misconduct
of SERI. In no event shall SERI or its agents, officers,
directors, shareholders or employees be liable to AP&L for
any loss or damage suffered by AP&L in connection with SERI's
performance under this Operating Agreement in an amount
greater than AP&L's uninsured loss or for any Consequential
Damages. The duty of SERI to perform its ebligations under
this Operating Agreement in accordance with Goed Utility
Practice shall be construed or nodified to the extent
necessary to give full effect to *he provisions of this

Article VI.

-22-
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6.2 Indemnities.

A. SERI shall indemnify AP&L against all
actual losses, costs, liabilities, fines imposed by the NRC
or other rejulatory body, and expenses (except for Conse~
quential Damages) resulting from SERI's Gross Negligerce
and/or Willful Misconduct in perforring this Opera“ing Agree-
ment, but 'n the event AP&L, as a result of the performance
of duties pursuant to this Operating Agreement otherwise
incurs any liability to any third party, any amount paid by
SERI on account of such liability shall be considered Costis
of Operation to be paid by ar«l pursuant to Article V.
Workers Compensation benefits payable by SERI as a result of
performing this Operating Agreement shall also be considered
Costs of Operation to be paid by AP&L pursuant to Article V.

B. AP&L shall indemnify and hold SERI and
its agents, officers, directors, =zhareholders and employees
harmless, to the fullest extent permitted by applicable law
and regardless of alleged or actual fault, strict liability,
and/or sole or concurrent negligence of SERI, against any
claims for death, injury or property A4-mnage to any of AP&L's
employees or agents or to third persons not employed by
SERI, and against any other claims, causes of action,
damages or expenses, inzluding, but not limited to,
attorneys' fees, NRC fines or penalties of whatoQor kind

Or nature arising directly out of or in the course of
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performance of services by SERI under this Operating
Agreement, except for such injuries or damages (excluding
Consequential Damages) which arise out of the Gross
Negligence and/or Willful Misconduct of SERI and except to
the extent such injuries or damages have been compensated
through insutance proceeds. It is furthe- agreed that APS&L
shall indemnify and hold SERI and its agents, officers,
directors, shareholders and employees ha.mless, regardless
vf actual or alleged fault, strict licnility, negligence
(whether sole or concurrent) or Gross Negligence and/or
Willful Misconduct of SERI, against any claims for
Conseguential Damages.
ARTICLE VII.
INSURANCE

7.1 With respect to ANO, CERI will provide
Workers Compensation coverage in accordance with all
applicable laws. SERI will also, acting for itself or
actiny as AP&L's agent for that purpose, provide and
maintain or cause to be provided and maintained, in the nane
©of and on behalf of AP&L and SERI, as their respective
interests may appear, protection through insurance or
otherwise covering SERI's and AP&L's obligations to pay
damages because of personal injury, death, or property
damage caused by other than nuclear energy hazara.,

including, without limitation, protection through insurance

w24~
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or otherwise covering nuclear property and nuclear
liability, and other insurance and financial protection in
accordance with customary industry »ractice and as necessary
to comply with all applicable laws and regulsations. AP&L,
after consultation with SERI, shell determine the coverage
limite and deductibles for any insurance policies obtained
pursuant to this Agreement.

7.2 SERI will establish necessary procedures,
cooperate with the insurers and otherwise comply with
requirements of the insurers to maintain coverages in effect
and to obtain payment of claims recoverable under such
insurance applicable to ANO.

ARTICLE VIII.
TERM _AND TERMINATION

8.1 Term. This Agreement shall become effective

, 1988 and, unless sooner terminated as

provided hereinafter, it shall remain in effect, subject to
Section 8.2 below, until ANO shall have been retired and
decommissioned in accordance with all applicable regulatory
and governmental reguirements and the parties hereto agree
in writing, with agreement not to be unreascnably withheld,
that all responsibilities hereunder have beén fulfilled.

8.2 Termination. This Operating Agreement may be
terminated prior to the expiration of the term as set forth

in Section 8.1 above, subject to receipt of any and all

25«
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necessary rejulatory approvals, upon (1) agreement of the
parties hereto or (2) either party giving the other party at
least three hundred sixty-five (365) days' prior written
notice of the intention to effect such termination. In
addition, this Operating Agreement shall be cancelled to the
ertent and from the time that performance hereunder may
conflict with any rule, regulation or order of the
fecurities and Exchange Commitsion adopted before or after
the execution hereof. SER! agrees that any and all
licenses, permits, records, books, privileges or rights
acquired by SERI relating to Operation of ANO shall be
assigned or otherwise transferred to AP&L upoen termination
of this Operating Agreement.

8.3 Survival. The indemnification, release, and
limitation of liability provisions contained in Article VI
shall survive termination to the extent they pertain to
events giving rise to such indemnification, release and
liability that ocuvurred during the term of this Operating
Agreement. Further, it is agreed that in no event shall
this Operating Agreement terminate unless all payments
required to have been made by AP&L to SERI or by SERI! teo
AP&L, as the case may be, shall have been made and all
necessary regulatory approval for transfer of responsibility

of ANO shall have been obtained.

«3be
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ARTICLE IX.
INFORMATION PROVIDED TO AP&L

9.1 Reports to AP&L. When required by AP&L, SERI

shall provide data and/or reports to AP&L to support Costso
of Capital Improvements and Costs of Operation payable by
AP&L so as tc allow AP&L to comply with any applicable laws
and any rules and regulations promulgated by regulatory
authorities. SERI shall also comply with any other
reasonable reporting reguirements,

9.2 Site Access. APA&L or its designee, shall
have accens to ANO, subject to SERI's obligation to limit
such access pursuant to the Operating License and ths
applicable rules and regulations of the NRC or okhor
regulatory authorities.

ARTICLE X
TRANSFERS OF PERSONNEL

10.1 Transfer. AP&L non-bargaining unit employees
who are selected by AP&L and SERI, as being necessary or

appropriate for the Operation of ANO will b~ transferred to
the employ of SERI! as of the Effective Date of this
Operating Agreement. Transfers, after the initial transfer,
will be carried ou. in accordance with the then-current MSU
System policy.

SER] agrees to adopt the collective

«Argaining agreement currently in effect at ANO. Upon the
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stated expiration date of the current collective bargaining
agreeicent, SER] will assume the responsibility for
bargaining with the union on contract renewal. All AP&L
applicable pargaining unit employees will be transferred to
the employ of SERI as of the Effective Date of this
Operating Agreement.

10.2 PBenefit Plans. It is the objective of the
parties hereto that SERI will assume, as of the date when an
individual is transferred from the employ of AP&L to SERI,
the obligations, if any, of AP&L to such employee for
accrued benefits under AP&L's Employee Benefit Plans (as
defined in Section 3(3) of the Employee Retirement Income
Act of 1974) in effect at the time of such transfer, and
AP&L will make appropriate provision (by the transfer of
funds to a trustee under an Employee Benefit Plan
established by SERI, the reservation of funds in the
existing trust fund under an Emp.oyee Benefi: Plan sponsored
by AP&L or otherwise) for the payment of such accrued
benefits to the extent that they have been funded as of the
date of such employee transfer. Consistent with that
objective, AP&L and SERI! Aagree that, in determining benefits
payable by SERI under any Employee Banefit Plan established
by it to an employee transferred to it by AP&L, SER! shall
give credit for ser’ice by such employee with AP&L as if

such service had been ,erformed by such transferred employee

28~



for SERI vnless AP&L shall make provision

payment Ly it of such benefits to the transferre

I1f AP&L decides to effect a transfer of assets and
liabilities attributable to the accrued benefits of
transferred AP&L employees to an Employee Benefit Plan
maintained by SERI, AP&L and SER! shall determine the amount
of assets to be transferred to meet the then-

liabilities (determined in accordance with Sect

the Internal Revenue Code of 986 and the regulat
thereunder) of such transferrad employees, The plans and
documentation to achieve this objective shall be established

Directors o el > SERI.

to time, come into posses

party that is confidential or proprietary (including

’

without limitation, Safeguards Information as defined in

10 C.F.R. Part 70). Each party having any such information

which the other party has advised it is confidential or

Proprietary will not reproduce, COpPY, Oor disclose (except

upon prompt and prior notification to the other party of the
event prec.pitating svch disclosure and upon agreement
the parties that such

information in
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the prior written consent of the other party. Safeguards
Information relative to ANO shall be cc;tiollod and
protected in accordance with 10 C.F.R. 73.21.

11.2 Restricted Data. SERI and AP&L agree that,
unless uvtherwise reguired by law, they will not permit any
person to have access to Restricted Data, as defined in 42
U.S.C. §2014.y, until the federal Office of Personnel
Management shall have made an investigation and report to
the NRC on the character, associations and loyalty of such
pesson and the NRC shall have determined that permitting
such person to have access to Restricted Data will not
endanger the common defense and security.

11.3 Assignment and Successors. This Operating

Agreement shall not be assignable by either party hereto
without the prior written consent of the other pariy and
without first obtaining all necessary regulatory approval,
and any attempted assignment without such consent and
approval shall be void. Subject to the preceding sentence,
this Operating Aygreement shall be binding upon and shall
inure to the benefit of the parties and their respective
successors and assigns.

11.4 GCoverning Law. The validity; interpretation
and performance of this Operating Agreement and each of its
provisions shall be governed by the laws of the State of

Arkansas.

«30-
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11.5 No Delay in Payments. No disagreement or

dispute of any kind between the partime concerning any
matter, including, without limitation, the amount of any
payment due from AP&L to SER! or from SERI to AP&L, as the
case may be, or the correctness of any charge made to AP&L
or SERI, or any reason, excuse or circumstance, including
Force Majeure, shall permit either party to delay eor
withhold payment due and owing under this Operating
Agreement, except that AP&L shall have the right to make any
payments required of it under protest and to reserve its
rights to conduct audits in accordance with Section 5.4.

11.6 Notices. Any notice, request, consent or
other communication permitted or required by this Operating
Agreement shall be in writing and shall be deemed to have
been given wvhen deposi‘ed in the United States mail, first
class, postage pre-paid and, until written notice of a new
address is given, shall be addressed as follows:

1f to SERI:

System Energy Resources, Inc.
Post Office Box 23054
Jackson, Mississippi 39215
Attention: President
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If to AP&L:
Arkansas Power & Light Company
Post Office Box 551

[.ittle Rock, Arkansas 72203
Attention: President

11.7 Amendments. This Operating Agreement may be
amended only by a written instrument duly executed and

delivered by both of the parties hereto and with any and all
nNecessary regulatory approvals previously obtained,

11.8 Relationship. Nothing herein shall be
construed to create a partnership or jeint venture between
SERI and AP&L or to impose a trust, fiduciarv or partnership
duty, obligation or liability upon SFRI or AP&L or to create
any agency relationship except as expressly qrun;od herein.

11.9 Counterparts. This Operating Agreement may
be executed simultanecusly in two or more counterparts, each
of which shall be deemed an original, but all of which
together shall constitute one and the same i “trument.

11.10 Force Majeure. SER! shall rot be in default
in performance of its obligations or duties hereunder (other
than any obligation to credit AP&L with ite recoveries or
overpayments of Costs of Operation nwing at any time) if
such failure of performance is due to Force "Majeurv. AP&L
shall not be in default in performance of any duties or
obligations hereunder (other than any cobligation to pay

monies to or at the direction of SER! as provided in this

.32.
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Operating Agreement) if such failure of performance is due

to Force Majeure.

11.11 Good Utility Practice. The parties hereto

shall discharge any and all obligations under this Operating
Agreement in accordance with Good Utility Practice.

11.12 Entire Agreement. This Operating Agreement,
including Exhibits A, B, and C shall constitute the ent're
understanding and agreement between the parties superseding
any and all previous understandings and agreements between
the parties with respect to the subject matter hereof.

IN WITNESS WHEREOF, the parties have executed this
Operating Agreement by their duly authorized

representatives.

SYSTEM ENERCY RESOURCES, INC, ARKANSAS POWER & LIGRT COMPANY
BY: BY:

TITLE: TITLZ:

DATE: DATE:




EXHIBIT A TO AP&L/SERI
__OPERATING AGREEMENT

SW1 A SMISSION INTERF

This Memorandum of Understanding is executed by
arnd between Arkansas Power & Light Company, an Arkansas
Corporation ("AP&L"), and System Energy Resources, Inc., an
Arkansas Corporation ("SERI"), and is dated as of :
1988.

WHEREAS, this Agreement is being executed pursuant
to Paragraph 3.3 of the Operating Agreement between AP&L and
SER] dated » 1988 (the "Operating Agreement")

relating to operation of Arkansas Nuclear One, Units 1 and 2
("ANO"); and

WHEREAS, osrereguisite to amending the ANO Operat-
ing Licenses so as to substitute SERI for AP&L with respect
to ~peration of ANO, as contemplated by the Operating Agree-
ment, the NRC has requested AP&L to express a commitment to
support ANO, with respect to the ANO Switchyard and Tians-
mission activities; and

WHEREAS, the parties desirc to set forth in this
Memorandum of Understanding their respective commitments and
resporsibilities regarding the ANO switchyard and related
transmission matters. :

NOW, THEREFORE, effective upon and following the
Effective Date as defined in the Operating Agreement, AP&L

and SER! undertake and agree as follows:
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EXCLUSION AREA CONTROL, SWITCHYARD ACCESS AND SECURITY

AP&L agrees to provide SERI unrestricted access to the
real property owned by AP&L at or adjacent to ths ANO
site and to the switchyard, facilities, equipment and
personal property located on that property.

Aes necessary to comply with federal regulations, SER!
shall have authority to exercise complete control over
AP&L property and easements in the Exclusion Area, as
defined in the ANO Safety Analysis Reports (SAlks), and
to determine all activities within that area (including
exclusion of AP&L personnel, contractors, visitors,
guests and other persons from the plant and.tho switche-
yard). To the extent practicable, SERI will sxercise
this control in such a fashion that normal APSL use and
access to the switchyard will not be restricted.

For the purposes of previding security, SER! shall have
authority to exercise complete control over the ANO
switchyard and other AP&L Property in the vicinity of
the switchyard. This authority includes tha autherity
to conduct interactions with law enforcemun: agencies
which are deemed necessary by SERI and the authority to
file associated civil or criminal complaints against
third parties as deermed necessary by SERI. The parties

will cooperate in good faith as Jeintly determined
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appropriate to support prosecution of any such come
plaints.

4. The parties shall naintain switchyard perimeter fence
gates in a locked condition except when attended or to
allow ingress or egress.

. SERI will make a regular routine security patrol of the
switchyard fence perimeter.

6. SERI will notify AP&L of problems reguiring mainte-
nance, repair or rep..cement ¢f the switchyard peri-
meter fence, gates, locks, lights or other security
related devices or equipment or of other conditions
\thich may effect security.

p AP&L will provide such maintenance, or effect repair or
replacement, or correct the condition, in a reascnable
time period.

8. SERI will provide an appropriate security response to
an increased threat situation including potential
situations caused by needed maintenance, repair or
replacement of security devices or eguipment.

9. Key control for the switchyard gates will be maintained
as follows:

a. Each party will be allowed to possess keys to all
switchyard gates, except AP&! wi'l not possess

keys allowing access to the plant protected areas.
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10.

11.

b. Keys will be issued only to personnel with an
identified need for uwitchyaré access,
Authorized personnel entering the switchyard for the
performance of duties or activities which could have
any direct effect on power supply to ANO, including
routine maintenance of switchyard equipment, will ad-
vise the on-duty SERI shift supervisor of entry, the
purpose of entry, and anticipated duration of stay.
Entry for performance of inspections, routine rounds or
patrols, and other activities such as retrieving
vehicles or egquipment stored in the switchyard or to
report for duty or meet work crews or other activities
associated purely with use of the lvitchylra as a crew
headquarters does not reguire such notification.
AP&L will not exercise its right to explore or recover
minerals in any area within the exclusion area or con-
vey or lease its mineral rights within the exclusion
area to any third party without SER! approval. Fur-
ther, AP&L will cooperate with SERI as necessary to
assist in control of mineral exploration or recovery

activities in the exclusion area.
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B. OPERATION

b SERI will make regular rounds of the awitchyard and
carry out the following activities:

a. make observations of equipment and facilities,

b. obtain readings of appropriate equipment para-
meters,

c. conduct other routine activities at the reguest of
AP&L,

d. provide AP&L with appropriate reports as to
findings during these activities.

2. The parties will operate eguipment located in the
switchyard as follows:

a. SERI will be the exclusive operator of the main
generator output breakers except for maintenance
activities as designated in B.3. SER! will coor-
dinate the operation of these breakers with AP&L,
except in emergency situations.

b. AP&L will normally operate (or provide for the
operation of) all SOOKV, 161KV, and 22KV switche
yard bieakers and associated eguipment other than
the main generator output breakers, remotely or
locally, but authorized SER! personnel will

operate any such breakers or other eguipment

locally in the switchyard at AP&L regquest.
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SERI will normally be informed in advance of the

operation of all switchyard breakers and discon-

nects to remove egquipment from service.
d. SERI will provide other operating support for the
switchyard at the request of APS&L.
APS&L will operate switchyard equi as necessary for
maintenance to be performed in ac. .nce with Section C

below and may return equipment to service upon comple~

tion of maintenance.

MA INTENANC

Maintenance responsibility (including nccol;ary repair
or replacement) for the ANO Startup, Unit Auxiliary and
Main Output transformers will be divided as follows:

a. AP&L will maintain the transformers with the ex-
ception of related auxiliary eguipment; e.9.,
coeling, instrumentation, nitrogen capping, etc.

b. SERI will maintain the auxiliary equipment asso-
ciated with these transformers; e.g., cooling,
instrumentation, nitrogen capping, etc.

Upon request by SERI, AP&L will review maintenance

arrangements between SER! and its contractors for major

maintenancn, repair or replacement activities with
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respect to the main output transformers, and will pro-

vide oversight of those maintenance activities.

SERI will maintain the switchyard control power

batteries and their associated battery chargers,

including specifically any surveillance regquirements

contained in the ANO Technical Specifications.

AP&L will maintain (including necessary repair or

replacement) all other equipment located in the

switchyard, including, but not limited to:

a. SOOKV breakers (including the main output
breakers) and related eguipment;

b. i61 KV breakers and related eguipment;

c. the 500/161-22KV bus tie autotrnnttorm;r and
related equipment;

d. 22KV breakers and related eguipment.

AP&L will be responsible for procuring, filling,

analyzing and replacing transformer oil. Analysis

results will be provided to SER! when requested by

SER1.

Maintaining an appropriate inventory of spare parts for

equipment located in the switchyard will be the respons=

sibility of the company that is responsible for main-

taining the equipment as specified in this Section.

-7 -
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COORDINATION

SERI will coordinate planned plant outages with AP&L.
The AP&L dispatcher and the Middle South system dis-
patches will be informed at a minimum,
APS&L will coordinate all activities which will directly
affect power supply to ANO with SERI. At a minimum,
the operations superintendent or designee will be in-
formed by the system dispatcher or APSL dispatcher or
maintenance crew during the planning of these activie
ties. Activities which cannot be planned in advance
and the detailed conduct of planned activities will be
coordinated with the on-duty shift supervisor. These
activities include, but are not limited to:
a. removal from service of any SOOKV or 161KV transe
mission line terminating in the switchyard;
b. breaker switching which can affect power supply to
ANO (1.e., switching of lines identified in
Item (a) above);
e. maintenance activities which can affect power
supply to ANO,
A oV

APSL will obtain SER] review and approval of procedure

changes, design changes, tests or changes in the
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conduct of other activities which might affect compli=-
ance with regulatory requirements and/or commitments
involving the ANO switchyard and associated transe-
mission lines and egquipment which could affect offsite
power supply to ANO prior to implementing such changes
or commencing such tests. Changes or tests at or be-
yond the first major switching station outside of the
ANO switchyard are not included unless indefinitely
de-energizing one of the transmission lines serving ANO
is involved.

SERI will review there proposed changes and tests in

accordance with applicable commitments and regulatory

requirements and will obtain prior NRC approval if

regquired.

PROCEDURES

SERI and AP&L will develop and implement appropriate
procedures to (1) define the power transmission inter-
face between APS&L and SERI, (2) delineate the responsi-
bilities for the operation, maintenance, testing and
security of the eguipment which comprises that inter-
face (as specified in this Memorandum of Understanding)
and (3) define AP&L's responsibilities pursuant (o

federal regulations for providing power to ANO.
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TRAINING

SERI will provide regular traiiing (on a schedule
jointly agreed to by AP&L and SERI) to AP&L dispatcher
personnel to explain the critical need for power at ANO
during emeigencies, and the legal regquirements asso-
ciated with ANO power supply.

AP&L will make appropriate dispatcher personnel avails
able to receive training on a schedule jointly agreed

to by AP&L and SERI.

COMPENSATION

Costs incurred by SER! pursuant to this Memorandum of
Understanding shall be considered Costs of Operation as
defined in the Operating Agreement, and services per=~
formed by AP&L hereunder shall be without cost or
charge

to SERI.

This Agreement is intended to supplement the Operating
Agreement. The performance of services described

herein by SERI and AP&L shall be governed by the
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Operating Agreement. Modifications or amendments to
this Memorandum of Understanding must be executed by an
authorized officer of each party. Prior to execution
of any such modification or amendment to this Memorane
dum of Understanding, SERI will review the proposed
change to assure that it is in compliance with its
licensing commitments and regulatory regquirements
applicable to nuclear power plants, 1If regulatory
approval is needed, SER! will obtain that approval
prior to execution of the modification or amendment.
This Memorandum of Understanding and the Operating
Agreement are intended to be complementary, and in the
event of any inconsistencies between the two documents,

the Operating Agreement shall govern.

IN WITNESS WHEREOF, the parties have executed this

Agreement.

J. w. MAULDEN Date
President and Chief Executive

Officer
Arkansas Power & Light Company

W. CAVANAUGH, 111 Date
President and Chie recutive
Officer

System Energy Resources, Inc.

-11-



EXHIBIT B TO
OPERATING AGREEMENT

EMERGENCY PLANNING SUPPORT BY AP&L

This Agreement is made and entered inte as of

+ 1988 between System Energy Resources, Inc.

(SERI) and Arkansas Power & Light Company (AP&L). This

Agreement is being executed pursuant to the Operating Agree-

ment, dated , 1988, between SER! and APS&L (the

"Operating Agreement"), Article 3, Paragraph 3.3(2).

1,

1

ARTICLE 1I

EMTRG P NG P FACILI
ACCESS. Paragraph 3.2 of the Operating Agreement
grants SER] unrestricted access to equipment and facile-
ities located on the ANO site, including, wlthout limi-
tation, equipment and facilities relied on to execute
the ANO Emergency Plan. 1In addition, in order for SER!
to operate ANO in accordance with the Operating License
and other applicable regulatory requirements, AP&L
agrees to provide SERI, its agents, employees and con-
tractors unrertricted access upon request, to specific
additional equipment and facilities located off the ANO
site including, without limitation, access for emergen-
€Y training exercises, emergency drills and, on a first

praiority basim for an actual emergency.
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1.2

2.2

INVENTORY. An inventory of the specific offsite equip=
ment and facilities for which SERI will be provided the
access specified in Paragraph 1.1 above, shall be main-

tained by the and may be revised as

necessary to reflect changes in the needs of the ANO
Emergency Plan or changes in the availability of the
equipment and facilities. Sucl: revisions shall only be
made with the written concurrence of designated AP&L
and SERI representatives.

ARTICLE 11!

AP&L PERSONNEL SUPPORTING THE ANO
EMERGENCY PLAN

PERSONNEL SUFPORT. AP&L will provide personnel to sup-
port the ANO Emergency Plan, including, without limita-

tion, personnel to staff the little Rock Control Cene
ter, the Little Rock Support Center, and the Emergency
News Center. These personnel shall be provided by APSL
upon request by SER! to support emergency treining exs-
ercises and emergency drills and on a first priority
basis for an actual emergency.

RSO RO + A roster of the specific AP&L per-
sonnel that will provide the support described in Para-
graph 2.] above, shall be maintained by

and may be reviced as necessary

to reflect changes in the needs of the ANO Emergency
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L

Plan or changes in the availability 9! personnel. Such
revisions shall only be made with the written concur=

rence of designated AP&L and SERI representatives.

ARTICLE 111l
TERMS AND CONDITIONS

3.1 This Agreement is intended to supplement the Operating
Agreement by specifying services to be performed by
AP&L without cost or charge to SERI, and the perfor-
mance of the services described herein and the rights
and obligations of the parties with respect thereto
shall be governed by the Operating Agreement.

SYSTEM ENERCY RESOURCES, ARKANSAS POWER & LEGNT

INC. COMPANY

By: By:

Title: Title:




EXHIBIT C TO
OPERATING AGREEMENT

N _SER? A

ACREEMENT FOR ESSENTIAL SUPPORT

This Agreement is dated as of , 1988 and

is between System Energy Resources, Inc. (SERI) and Arkansas
Powar & Light Company (AP&L). This Agreement is executed
pursuant to Section 3.3 of the Operating Agreement dated

+ 1988 between SERI! and AP&L (the "Operating

Agreement").

s Scope of Support Services.

The parties hereby agree that AP&L shall
provide the following support services relative to Arkansas
Nuclear One, Units 1 and 2 ("ANO") so as to enable SER] to
carry out its responsibilities under the Operating Agreement
in an efficient and economic manner:

(A) Technical Support. AP&L's Technical

Support Department which reports to the Vice
President-Fossil and Transmission Operations of AP&L
will provide support to ANO in the areas of

(1) metallurgical engineering, including material
failure analysis, steam generator cleaning support,
borated water corrosion analysis, etc., (2) welding

engineering, (3) telecommunications support,
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(4) egquipment diagnostics, including vibration
analysis, etc., (5) piping erosion/corrosion program
support, (6) nondestructive evaluation support,
(7) MOVATS technical consulting, (8) predictive
maintenance consulting, (9) electrical apparatus
technical consulting (generator bushings, transformers,
etc.), (10) participation in the Babcock and Wilcox
Owners Croup Systems and Materials Committee,
(11) transformer testing and substation maintenance,
(12) relay engineering supgort, (13) departmental
processor operation of mini-computer planning and
scheduling program,

(B) vironment ologi Q
AP&L's Fossil and Transmissions Operations Department
agrees to provide continued support to ANO with respect
to environmental/ radiclogical related services
including: (1) National Pollutien Discharge
Elimination System permit coordination,
(2) environmental/radiclogical monitoring and reporting
including management of the contracts for Lake
Dardanelle water, sediment, plankton and fish
cellection and analysis, (3) Enviroenmental Protection
Agency interface and coordinati ., (4) Arkansas

Department of Pollution Control and Ecology interface
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and coordination, (5) underground storage tank
management and (6) meteoroligcal data validation.

(C) Security. AP&L Corporate Services shall
continue to provide ANO with nuclear security overs
sight.

(D) Land Management. The Technical
Specifications for ANO contain Special Reguirements
related to the land management of the rights-of-way of
the five electric transmission lines serving ANO. AP&L
shall implement these Special Regquirements by planting
grass and clover to prevent further erosion and by
making further plantings of game food and cover in
cooperation with landowners and the Arka.sas GCame and
Fish Commission. It is agreed that no herbicides shall
be used for land management on transmission
rights-of-way.

2. Schedule.

This Agreement shall become effective cn the
same date as the Operating Agreement. The support described
in Article 1 above shall continue to be made available unti)
SERI provides AP&L with thirty (30) days' prior written
notice that the support services are to be discontinued in
whole or in part. AP&L agrees to discontinue any or all of
the services in accordance with the schedule or schedules of

termination to be supplied by SERI.
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3. Representatives.

The following representatives are designated
by SER! and AP&L, respectively, for communication and
liaison regarding the interim support services to be

provided pursuant to this Agreement.

AP&L:

4. Terms and Conditions.
This Agreement is intended to supplement the

Operating Agreement by specifying services to bo.portornod
by AP&L, without cost or charge to SERI, and the performance
of the services described herein and the rights and
obligations of the parties with respect thereto shall be
governed by the Operating Agreement.
SYSTEM ENERCY RESOURCES, INC. ARKANSAS POWER & LIGHT COMPANY

By: By:
Title: Title:




Exhibif B

WATERFORD STEAM ELECTRIC STATION,
UNIT NO. 3

OPERATING AGREEMENT

This Operating Agreement is made and entered into

as of + 1988 between System Energy Resources,

Inc. (SERI) and Louisiana Power & Light Company (LP&L).

WHEREAS, both of the parties hereto are wholly
owned subsidiaries of Middle South Utilities, In.. (MSU)
and,

WHEREAS, LP&L is an electric utility that
generates, transmi.s and distributes electricity in the
State of Louisiana and that owns a nuclear power plant near
Taft, Louisiana, known as the Waterford Steam Electric
Station, Unit No. 3 (Waterford 3); and

WHEREAS, LP&L is the molder of Facility Operating
License, No. NPF-38 NRC Docket No. 50-382, for Waterford 3,
issued by the NRC; and

WHEREAS, LP&L desires that SER! assume operating
responsibility fo* = but not ownership of - Waterford 3; and

WHEREAS, LFP&L desires that such operating
responsibility be consistent with LP&L's obligations and
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responsibilities under all pertinent Louisiana and federal
law; and

WHEREAS, LP&L desires to contract with SERI so as
to enable SER! to possess, use and operate Waterford 3 as
LP&L's agent, and SER! d- sires to undertake such
responsibility, all subject to and in accordance with the
terms and conditions set forth herein;

NOW THEREFORE, IN CONSIDERATION of the mutual
obligations set forth herein, the parties hereto agree to
the following:

ARTICLE 1.
DEFINITIONS

As used herein:

1.1 "Application" means the Application of LP&L
(consented to by SER!) before the Nuclear Regulatory
Commission to amend the Operating License so as to
authorize and reflect in the license the change from LPSL to
SERI as the licensee authorized to possess, use and operate
Waterford 3, as previocusly or hereafter supplemented or
amended.

1.2 "Capit.l Improvements" means improvements,
additions, modifications or replacements of property at
Waterford 3 that are properly capitalized and recorded on
LP&L's books of account as assets under the FERC Uniform

System of Accounts, and that are in accordance with
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applicable rules and regulations of any regulatory authority
having juirisdiction in the matter.

1.3 "Consequential Damages" means incidental,
indirect or special damages including, but net limjted to,
loss of profits or revenue, loss of use of power or
property, cost of capital, cost of purchased or replacement
power, inventory or use charges, claims of customers or
third parties for service interruption and any other
incidental, indirect or special damages of any nature,

1.4 "Costs of Capital Improvements" means all
costs of Capital Improvements as defined in Section 1.2
herein.

1.5 "Costs of Operation"” or "Cost of 6porntton'
means all costs of Operation, decontamination and
decommissioning and sny related taxes incurred or accrued
under or with respect to this Operating Agreement and
attributable or allocable to Waterford 3 and properly
recordable in expense accounts under the FERC Uniform System
of Accounts. These corts shall include, without limitation,
any costs incurred in connect‘on with the Oparation of
Waterford 3, but excluding (a) costs of Nuclear Fuel that is
owned by LP&L or leased directly by LP&L from one or more
third parties and (b) losses, costs, liabilities and
expenses (except for Conseguential Dameges as defined in

Section 1.3 herein) directly resulting from the GCross
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Negligence or Willful Misconduct of SERI, All of such Costs
of Operation shall be calculated, and sllecation of such
costs shall be made as tiie parties shall from time to time
agree, and shall be made in sccordance with any applicable
rules and regulations of the Securities and Exchange
Commission under the Public Utility Holding Company Act of
1935, the FERC under the Federal Power Act and other
regulatory authorities having jurisdiction in the matter.

1.6 "Effective Date" means the effective date of
this Operating Agreement as determined pursuant te

Section 8.1,

1.7 "FERC" means the Federal Energy Regulatory

Commission or its successor.

1.8 "Force Majeure' means any cause beyond the
affected party's reasonable control.

1.9 "GCood Utility Practice" means uny of the
practices, methods and acts engaged in or approved by a
significant proportion of the electric utility industry at
the time of the reference, or any of the practices, methods
and acts which, in the exercise of reasonable judgment in
light of the facts known at the time the decision was made,
could have been axpected to accomplish the desired result at
8 reascnable cost consistent with reliability, safety and
expedition. GCood Utility Practice shall apply net only te

functional parts of Waterford 3. but also to appropriate
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structures, landscaping, signs, lighting and other
facilities and public relaticns programs reasonably designed
to promote the public's understanding and acceptance of
Waterford 3. Good Utility Practice is not intended to be
limited to the optinum practice, method or act to the
exclusion of all others, but rather to be a spectrum of
prudent and acceptable practices, methods or acts.

1.10 "Cross Negligence and/or Willful Misconduct"
means any act or omission by or authorized by a party's
officers or Board of Directors that is performed, authorized
or omitted consciously with prior actual knowledge or with
reckless disregard of facts indicating that such conduct or
omission is likely to result in actionable dunav;o or injury
to persons or property or to result in a violation of lawvs
or regulations,

1.11 "NRC" or "Nuclear Regulatery Commission"
means the United States Nuclear Regulatory Commission or its
successor having responsibility for administration of the
licensing and regulation of the operation of nuclear
utilization facilities under tha Atomic Energy Act o 1954
and amendments thereto.

1.12 "Nuclear Fuel" means any source, special
nuclear or by-product material as defined in the Atomic
Energy Act of 1954 and any amendments thereto, including any

ores, mined or unmined, uranium concentrates, natural or
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enriched uranium hexaflouride, or any other material in
Process containing uranium, and any fuel assemblies or parts
chereof, any of which are required for the generation of
electricity at Waterford 3.

1.13 "Operate" and its derivatives means to
possess. use, manage, control, maintain, repair, operate and
devommission.

1.14 "Operating License" means the Facility
Operating License No. NPF-38 for Waterford 3 and amendments
thereto as issued from time to time by the NRC.

ARTICLE 1I1.

SERI'S AUTHORITY AND RESPONSIBILITY
WITH RESPECT TO OPERATION OF WATERFORD 3

2.1 Authority for Operation. SERI and LP&L agree

that SERI shall act as the agent of LP&L to take all actions
necessary to make Capital Improvements to and to Operate
Waterford 3, each in accordance with Good Utility Practice
and in the best interest of LP&L. LP&L hereby grants SERI!
the authority to take any and all action, in LP&L's name and
on LP&L's behalf, necessary to obtain and/or maintain all
licenses ana permits iss ed by the NRC or other regulatory
bodies relating to Waterford 3 and necessary to comply with
all applicable regulations cf the NRC and other governmental
bodies having jurisdiction over any aspect of the Cost of

Operation, Cost of Capital Improvements, making of Capital
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Improvements and/or Operation of Waterford 3. Without
limiting the foregoing delegation, SERI shall act as the
agent for LP&L in all matters related to NRC licenzing of
Waterford 3. Furthermore, SERI shall provide LP&L with data
and assistance as may be requested by LP&L to enable LP&L to
satisfactorily discharge, as the owner of Waterford 3, ats
responsibilities with regard to Waterford 3, including its
responsibilities to ite securities holders, to regulatory
authorities and others. SERI shall Operate, and make
Capital Improvements at, Waterford 2 in accordance with the
Operating License and applicable laws and regulatory
requirements and shall have sole authority, as the Operator
of Waterford 3, to make all decisior i rel. cing ts public
health and safety. Subject to the provisions of

Sections 2.2 and 2.3 herein, in order to enable SERI fully
and effectively to perform its duties hereunder, SERI shall
have, and LP&L does hereby grant to SERI, as agent for LP&L,
the power and authority to exercise in accordance with
applicable laws, the rights of LP&L under, and to execute,
modify, amend or terminate, any contracts, including,
without limitation, leases, easements, agrveements, purchase
orders, licenses, permits and privileges relating to the
Operation of, and making of Capital Improvements to,
Waterford 3, as agent for LP&L. SERI! may perform its duties

hereunder through its employees, affiliated persons or
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non-affiliated persons. Except as provided in Section 11.5
hereof, the duties of LP&L and SERI hereunder shall be
subject in all events to receipt of any €‘urther necessary
consents or regulatory approvals. Subject to SERI's
cbligations and responsibilities under this Operating
Agreement, the Operating License and applicable laws and
regulatory requirements, SERI agrees that it shall comply
with directions from LP&L relating to the Operation and
inaking of Capital Improvements (including the costs thereof)
of Waterford 3.

2.2 Limitation on SERI's Authority.
Notwithstanding Section 2.1 above, SER! shall have no

authority under this Operating Agreement without the written
approval of LP&L, which approval shall not be unreasonably
withheld, (a) to obligate LP&L to pay Costs of Capital
Improvements and Costs of Operation that are either
materially different from or in excess of the expenditures
to be agreed upon pursuant to Section 5.1 herein, (b) to
obligate LP&L to pay Costs of Capital Improvements that have
not been approved pursuant to any LP&L policy with respect
to its Board of Directors' approval of capital expenditures,
(¢) to modify, amend or terminate any contraccs executed by
LP&L that sre existing and were in effect prior to the
Effective Date and that are presently or in the future will

be categorized as material by LP&L, and/or (d) to sell,
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encumber or otherwise dispose of any real property or any
equipment or personal property comprising Waterford 3. In
addition, LP&L shall have exclusive authority to define the
economic life and to determine when the economic life of
Waterford 3 has ended and, in its sole discretion, may
direct f£ERI, in writing, to retire and decommission
Waterford 3 or to Operate Waterford 3 at reduced capacity
and/or to place Waterford 3 in a safe shutdown condition:
provided, however, SERI shall take any such action in a
manner which it determines, in its sole judgment, is
consistent with public health and safety, the Operating
License and applicable laws and regulations. In addition,
SERI is authorized to Operate Waterford 3 at a reduced
capacity or oth.rwise to place Waterford 3 in a safe
shutdown conc.tic ' any time SERI determines such action
is necessary to comply with the Operating License and
applicable laws and regulations. All costs incurred by SERI
in taking such action relating to decommissioning or
shutdown of Waterford 3 shall be con‘?dorcd Costs of
Operation or Costs of Cipital Improvements, as the case may
be. With respect to acquisitions by SERI, as LP&L's agent,
¢f Capital Improvsments and other equipment- or property,
including, but not limited to, materials, supplies and spare
parts inventories, for Waterford 3, LP&L's Chief Financial

Officer shall provide SER! from time to time as necessary
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with instructions or guidelines as to the preferred
financial structure of such acquisitions (i.e. purchase,
lease, etc.), which shall be used in implementing such
acquisitions.

2.3 Execution; Disclosures in Third-Party

Contracts. Contracts relating to the Cperation of

Waterford 3, including, without limitation, any contracts
for Capital Improvements »r contracts for the sale, lease or
acquisition of materials, inventories, supplies, spare
parts, equipment, fuel, Nuclear Fuel (excluding contracts
for the financing through iease or otherwise for Nuclear
Fuel) or services, shall be executed by SERI, as agent for
LP&L, or by LP&L, upon SERI's reasonable roquolt: If a
contract subject to Section 2.1 relates to both Waterford 3
and one or more other power plants that are Operated by
SERI, such contracts ("Multi-Plant Contracts") shall be
executed by LP&L at SERI's request, on reascnable grounds,
or by SERI, on reasonable grounds, on behalf of LP&L and the
owners of the other applicable plants. SERI further agrees
that with respect to Multi-Plant Contracts, SERI will not
enter into such Multi-Plant Contracts without the prior
written consent of LP&L unless such contract contains a
provision for several but not solidary liability of the
owners of the plants under such Multi-Plant Contracts in

proportion to the costs allocated to the various power

«10e
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plants under such contracts. In order to induce third
parties to contract with SERI with regard to the performance
of SERI's obligations under this Operating Agreement, LP&L
hereby expressly agrees to be bound by the terms of all
contracts executed by SERI in accordance with its agency
authority as described herein (including, w.thout
limitation, any provisions that limit or protect against a
third party's liability, provisions granting indemnity to
third parties and limitations or exclusions of warranties)
to the same extent as if LP&L were an original signatory to
such contract. In addition, if LP&L's signature is deemed
by SERI to be necessary to induce a third-party to contract
with SERI, LP&L agrees to not unreasonably refuse to execute
such third-party agreements as SERI may request from time to
time. It is further agreed that the Chief Financial Officer
of LP&L shall notify SER! in writing of the contracts or
types of contracts related to Waterford 3 that are to be

exe uted by SERI, in its capacity as LP&L's agent, that LP&L
desiies to revie'’ in order for LP&L to monitor and evaluate
the potential impact on LP&L of such contracts and to advise
SERI of such impact so that SERI shall take all steps to
protect LP&L's interest. Accordingly, SERI" agrees to
provide LP&L copies of such contracts within a reasonable
time prior to SERI's Proposed execution thereof. Notwithe

standing anything in this section to the contrary, no such

elle
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Multi-Plant Contract shall be entered into by SERI or LP&L
that is not reasonably beneficial to LP&L.

2.4 Enforcement of Rights.

A. LP&L hereby recognizes that, except with
respect to facts and circumstances existing, or litigation
instituted by or against LP&L, prior to the Effective Date,
SERI has complete and exclusive authority with respect to
the handling of the defense, prosecution and/or settlement
of disputes with third parties relating in any way to
Waterford 3, provided that SERI shall obtain LP&L's written
consent prior to instituting or settling any lawsuit, claim,
proceeding or action relating to Waterford 3 which is of a
type categorized as material by LP&L. :

B. With respect to litigation relating in
any way to Waterford 3 that arises out of facts or
circuastances existing prior to the Effective Date, LP&L
shall, after consultation with SER!, decide upon the
appropriate manner of defending, prosecuting or settling
such litigation.

c. Subject to Se ‘ion 6.2, it is further
agreed that to the extent SERI incurs any liability to a
third party in performing its duties under this Operating
Agreement, amounts paid by SER! because of such liability

and SERI's expenses in defending claims by third parties or

el2e
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prosecuting claims against third parties shall be considerad
Costs of Operation.

2.5 SERI's P ',onsibilities at Other Plants.

SERI's duties and responsibilitier under this Operating
Agreement shall not be construed to interfere with SERI's
authority and responsibility to operate any other plants for
which it has operating responsibility; provided, however,
that SERI hereby agrees that it will nct knowingly take any
action or fail to take any action in connection with
Waterford 3 that is inconsistent with Goed Utility Practice
and puts LP&L at a disadvantage to SERI or to the owners of
such other plants.
ARTICLE III.
LP&L'S RESPONSIBILITY AND OBLIGATIONS

3.1 Payment. In consideration of the services
rendered by SERI hereunder, and subject to the provisions of
this Operating Agreement, LP&L hereby agrees to pay the
Costs of Operation and Costs of Capital Improvements
incurred by SERI pursuant to Article V hereof.

3.2 Site Access and Control. In order for SERI
to Operate Waterford 3 in accordance with the Operating
License and other applicable regulatory reguirements, LP&L
grants SERI possession and use of the property constituting
Waterford 3 and agrees to provide SERI, its agents,

employees and contractors unrestricted access to the

-13-
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property constituting Waterford 3, including, without
limitation, the real property and the switchyard,
facilities, equipment and personal property located on the
Waterford 3 site. As reguired by the Operating License and
applicable statutes, and NRC regulations, LP&L further
agrees that SERI shall have authority to exercise complete
control over the Exclusion Area as defined in the Final
Safety Analysis Report for Waterford 3 and to determine all
activities within that area.

3.3 Support Services from LP&L. LP&L agrees that

it will cooperate with SERI in a manner so that SERI may
exercise its authority and fulfill its responsibilities
pursuant to this Operating Agreement. In this cbnnoction,
LP&L further agrees to provide (1) Waterford 3 switchyard,
switching station, and transmission line services and other
support in accordance with a separate agreement to be
executed by the parties contemporaneously with the execution
of this Operating Agreement, an executed copy of which is
attached hereto as Exhibit A, as such exhibit may be
hereafter supplemented or amended, (2) support for the
Waterford 3 Emergency Plan and emergency training and drills
in accordance with a separate agreement to Be executed by
the parties contemporaneously with the execution of this
Operating Agreement, an ...ecuted copy of which is attached

hereto as Exhibit B, as such exhibit may be hereafter

-1‘-
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supplemented or amended. LP&L agrees to provide, subject to
their reasonable capability and availability, additional
services or assistance required by SERI and agreed tec by
LP&L in writing in connection with the Operation of
Waterford 3, including, without limitation, the following:
(1) communications access and support, (2) transportation
support, (3) payroll and personnel assistance, and (4) othrer
services as may be required in order to allow SERI to
conduct safe, economic and efficient operations at

Waterford 3.

3.4 No Changes to Facilities, Procedures or

Practices. So that SERI will be capable of Operating
Waterford 3 in accordance with the Operating License and
other applicable regulatory requirements, LP&L agrees that
it will not make any changes to facilities, procedures or
practices that affect compliance with NRC regulations or
commitments, including, but not limited to, physical changes
to the electrical transmission or distribution facilities
that airectly provide an off-site power supply to
Waterford 3 without prior consultation with and written
consent from SERI, which consent SERI shall not unreascnably
withhold. I

3.5 Offsite Power Supply. LP&L agrees that it

shall provide Waterford 3 with an assured source of offsite

«15«
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power in accordance with procedures to be agreed upon, from
time to time, by the parties.
ARTICLE 1IV.
OWNERSHIP OF CAPACITY AND ENERGY

4.1 Ownership of Capacity and Energy. LP&L, at

all times during the term of this Agreement, shall be and

remain the .wner of, and shall be entitled to all of, the

capacity and energy from Waterford 3.

4.2 Determination of Output. Net positive output
of Waterford 3 shall be the gross generation of Waterford 3,
less station service requirements, and less adjustments for
losses experienced. In the event the output is negative
(i.e., station service and losses exceed the gross
generation) LP&L shall be responsible for providing
necessary power at Waterford 3 during such period in
accordance with Good Utility Practice and Section 3.5
herein.

ARTICLE V.
PAYMENT; AUDIT AND INSPECTION RIGHTS

5.1 Payment Obligation. On or before November 1
(or such other dates as may be agreed to by the parties) of
each year during the term of this Oporatinq‘Aqroomcnt,
(1) SERI will submit for LP&L's review and approval the
total annual construction budget for Waterford 3, the annual

operating and construction pPrograms (as used herein the term
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"annval operating and construction programs” shall include
details of the budgeted costs for those programs) for
Waterford 3, and the components of SERI's five-year business
plan that relate to Waterford 3, and (2) SERI and LP&L will
agree in writing upon maximum amounts to be paid, within
parameters of the then-current SERI five-year business plan,
by LP&L for the following budget year pursuant to this
Operating Agreement with respect to (i) Costs of Capital
Improvements and (ii) Costs of Operation. LP&L and SERI
recognize that mutually agreeable adjustments may be made to
such maximum amounts to be paid and/or to the previouvsly
approved construction budget, operating and construction
programs or the components of SEkI's five-year bhsinols plan
relating to Waterford 3, from time to time during any budget
year, to reflect the impact of Force Majeure, unforeseen
circumstances, financial constraints or other events.
Without limiting LP&L's obligations under Section 6.2, LP&L
agrees to pay any and all Costs of Operation and Costs of
Capital Improvements within such maximum amounts to be paid
and consistent with the previously approved construction
budget and operating and construction programs, but LP&L
shall not be obligated to pay Costs of Operation and Costs
of Capital Improvements in excess of the applicable maximum
expenditure limitations or which differ materially from the

types of expenditures reflected in the construction budget

1%
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and operating programs previously approved by LP&L, except
for any such excess or different Costs of Operation and
Costs of Capital Improvements that LP&L agrees to pay. It
is further agreed that SERI will keep LP&L timely informed
and obtain LP&L's approval regarding projects which are
reasonably anticipated to cause a material change to the
components of the then-current SERI] five-year business plan
that relate to Waterford 3 as previously approved by LP&L.
5.2 Payrment and Billing. Subject to Section 5.1
above and in accordance with procedures to be agreed upon in
writing by the parties, SERI hereby agrees to furnish LP&L,
at such times as may be required by LP&L, estimates of the
Costs of Operation and Costs of Capital Improvom;nto
expected to be owed by LP&L for the next succeeding pericd.
LP&L shall promptly deposit in the bank account(s) to be
established pursuant to Section 5.3 such funds as shall be
adequate to pay SER! and third parties on a timely basis
with respect to Costs of Capital Improvements and Costs of
Operation. In addition, LP&L will pay for costs incurred
under any contracts relating to Waterford 3 with respect to
whichk SERI, as agent, has approved and has directed the
third party to provide direct billing to LP&L. Payments of
the Costs of Capital Improvements and Costs of Operation
specified herein shall be made notwithstanding the

availability or lack of availability of wWaterford 3 to

~18~



19200.08

produce power. No payment made pursuant to this Operating
Agreement shall constitute a waiver of any right of LP&L to
question or contest the correctness of Costs of Capital
Improvements and Costs of Operation charged to LP&L.

5.3 Bank Accounts. The parties agree that one or
more special bank accounts may be established and maintained
in one or more banks of LP&L's choice, ir a manner that will
indicate the custodial nature of the accounts, for the
deposit by LP&L and disbursement by SERI or LP&L of Costs of
Capital Improvements and Costs of Operation.

5.4 Audit and Adjustments. SERI shall maintain
books and records to support the Costs of Capital
Improvements and Costs of Operation for such porkod of time
as LP&L shall direct. From time to time, LP&L may, and SERI
shall permit, at LP&L's option and expense as appropriate,
1a accordance with any applicable Middle South Utilities
System established auditing policies (excluding any such
policy that would limit or preclude the right of LP&L to
conduct such audits), conduct or cause to be conducted by
others, including regulatory au*thorities having
Jurisdiction, audits of the books and records of UERI. Such
audits shall be conducted at reasonable rutually agreed upon
times, with agreement not being unreasonably withheld.
Further, SER! shall make available to LP&L a copy of any

audit reports prepared by or at the request of SERI
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concerning its books and records relating to the Operation
of Waterford 3, and the cost of preparing such audit reports
shall be a Cost of Operation payable pursuant to this
Article V. SERI shall credit LP&L with recoveries, whenever
received, from third parties and shall charge or credit LP&L
with any underpayments »r overpayments of Costs of Capital
Improvements and Costs of Operation, as the case may be.
Force Majeure shall not excuse failure by SERI to credit
LP&L with third-party recoveries or overpayments of Costs of
Capital Improvements and Costs of Operation owing to LP&L at
any time.
ARTICLE VI.
LIMITATION OF LIABILITY; INDEMNITY

6.1 Release and Limitation of Liability. To the

fullest extent permitted by applicable law, LP&L shall not
be entitled to recover from, and hereby expressly releases,
SERI, its agents, officers, directors, shareholders or
employees (except to the extent LP&L shall be entitled to
shere in insurance recoveries obtained by SERI! hereunder)
from or for any damages, claims, causes of action, losses
and/or expenses of whatever kind or nature, including, but
not limited to, attorneys' fees, that Are in any way,
directly or indirectly, connected with SER!'s Operation of
Waterford 3 or for any damage thereto, whether arising in

tort, fraud, contract, strict liability, negligence or any

©320¢
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other theory of legal liability or as a result of fines or
other penalties imposed by the NRC or other governmental
authority, unless such damages, claims, causes of action,
losses and/or expenses (other than Consequential Damages,
which shall not be recoverable from SER! in any event) shall
have resulted from the Gross Negligence and/or Willful
Misconduct of SERI. In no event shall SERI! or its agents,
officers, directors, shareholders or employees be liable to
LF&L for any loss or damage suffered by LP&L in connection
with SERI's performance under this Operating Agreement in an
amount greater than LP&L's uninsured loss or for any
Consequential Damages. The duty of SERI to perform its
obligations under this Operating Agreement in acéordanco
with Good Utility Practice shall be construed or modified to
the extent necessary to give full effect to the provisions
of this Article VI,

6.2 Indemnities.

A. SERI shall indemnify and hold harmless
LP&L, its agents, officers, directors, shareholders and
employees against all actual losses, costs, liabilities,
fines imposed by the NRC or other regulatory body, and
expenses (except for Conseguential Damages) resulting from
SERI's Gross Negligence and/or Willful Misconduct in
performing this Operating Agreement, but in the event wP&L,

its agents, officers, directors, shareholders and employees,
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as a result of the performance of duties pursuant to this
Cperating Agreement otherwise incur any liability to any
third party, any amount paid by SERI ¢ . account of such
liability shall be considered Costs of Operation to be paid
by LP&L pursuant to Article V.

B. Except for such injuries or damages
(excluding Consegquential Damages) which arise out of the
Cross Negligence and/or Willful Misconduct of SERI and
except to the extent that such injuries or damages have been
compensated through insurance proceeds, LP&L shall
indemnify, defend and hold SERI and its agents, officers,
directors, shareholders and employees harmless, to the
fullest extent permitted by applicable law and r;andlols of
alleged or actual fault, strict liability, and/or sole or
concurrent ney.igence of SERI, against any claims for death,
injury or property damage to any of LP&L's agents, officers,
directors, shareholders and employees, or to third persons
not employed by SERI, and against any other claims, causes
of action, damages or expenses, including, but not limited
to, attorneys' fees, NRC fines or penalties of whatever kind
Or nature arising directly out of or in the course of
performance of services by SERI under this Overating
Agreement. It is further agreed that LP&L shall indemnify
and hold SERI and its agents, officers, directors,

shareholders and employees harmless, regardless of actual or
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alleged fault, strict liability, negligence (whether sole or
concurrent) or Cross Negligence aad/or Willful Misconduct of
SERI, against uny claims for Consequential Damages.
ARTICLE VII.
INSURANCE
7.1 With respect to Waterford 3, SERI, acting as
LP&L's agent and subject to the direction of LP&L, shall
provide and maintain or cause to be provided and maintained,
in the name of and on behalf of LP&L and SERI, as their
respective interests may appear, protection through
insurance or otherwise covering SERI's and LP&L's
obligations to pay damages becausa of personal injury, death
or property damage, including, without limitation,
cbligations under applicable workers compensation laws, and
protection through insurance or otherwise covering nuclear
Property and nuclear liability and other insurance and
financial protection in accordance with custcmary industry
practice and as necessary to comply with all applicable laws
and regulations. All insurance policies obtained pursuant
to this Operating Agreement shall be issued, as LP&L deems
aAppropriate, with LP&L and SERI named as insureds, as
appropriate to the particular coverage, and, if obtainable
and economically feasible, workers compensation and all
bodily injury (including death) and property damage liablity

coverages shall be issued by the same insurance carrier(s).

23-




19200.05

LP&L, after consultation with SERI, shall det rmine the
coverage limits and deductibles for any insurance policies
obtained pursuant to this Agreement. Additionally, all
insurance coverages applicable to those obligations
surviving termination of this Agreement pursuant to Section
8.3 below, shall also survive said termination to the extent
that such obligations so survive and to the extent that such
coverages are reasonably available.

7.2 Acting as agent for and subject to the
direction of LP&L, SERI will establish necessary procedures,
cooperate with the insurers and otherwise comply with
requirements of the insurers to maintain coverages in effect
and to obtain payment of claims recoverable under such
insurance applicable to Waterford 2.

ARTICLE VIII.
TERM _AND TERMINATION

8.1 Term. This Agreement shall become effective

» 1988 or upon receipt of all necessary

regulatory approvals of this Operating Agreement, whichever
is later, and, ualess sooner terminated as provided
hereinafter, it shall remain in effect, subject to Section
8.2 below, until Waterford 3 shall have been retired and
decommissioned in accordance with all applicable regulatory

and governmental reguirements and the parties hereto agree
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in writing, with agreement not to be unreasonably withheld,
that all responsibilities hereunder have been fulfilled.

8.2 Termination. This Operating Agreement may be
terminated prior to the expiration of the term as set forth
in Section 8.1 above, subject to receipt of any and all
necessary regulatory approvals, upon (1) agreement of the
parties hereto or (2) either party giving the other party at
least three hundred sixty-five (365) days' prior written
notice of the intention to effect such termination. In
addition, this Operating Agreement shall be cancelled to the
extent and from the time that performance hereunder may
conflict with any rule, regulation or order of the
Securities and Exchange Commission adopted bcfor; or after
the execution hereof. SERI! agrees that any and all
licenses, permits, records, books, privileges or rights
acquired by SER! relating to Operation of Waterford 3 shall
be assigned or otherwise transferred to LP&L upon
termination of this Operating Agreement.

8.3 Survival. The indemnification, release, and
limitation of liability provisions contained in Article VI
shall survive termination to the extent they pertain to
events giving rise tv such indemnification, release and
liability that occurred during the term of this Operating
Agreement. Further, it is agreed that in no event shall

this Operating Agreement terminate unless all payments
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required to have been made by LP&L to SERI or by SERI to
LP&L, as the case may be, shall have been made and all
necessary regulatory approval for transfer of responsibility
of Waterford 3 shall have been obtained.
ARTICLE IX.
INFORMATION PROV(DED TO LPSL

9.1 Reports to LP&L. When required by LP&L, SERI
shall provide data and/or reports to L®&L to support Costs
of Capital Improvements and Costs of Operation payable by
LPal so as to allow LP&L to comply with any applicable iaws
and any rules and regulations promulgated by regulatory
authorities. SERI shall also comply with any cther
reasonable reporting requirements. '

9.2 Site Access. LP&L or its designee shall have
acCess to Waterford 3, subject to SERI's obligation to limit
such access pursuant to the Operating License and the
applicable rules and regulations of the NRC or cther
regulatory authorities.

ARTICLE X
TRANSFERS OF PERSONNEL
10.1 Transfer. LP&L employees who are selected by
LP&L and SER! as being Necessary or appropriate for the

Operation of Waterford 3 will be transferred to the complete
ard direct contrel of SERI as of the Effective Date of this

Operating Agreement and shall remain under such contrel for
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the term of this Operating Agreement, unless any of their
respective employments is terminated for any reason (it
being understood that, except as expressly provided herein,
this Operating Agreement affords no rights to, or for the
benefit of, any such employees, including without limita-
tion, the right to employment for any particular term).
Those employees transferred to SERI shall perform services
designated by SERI in accordance with SERI rules, regula-
tions, and safety or health procedures, but LP&L shall
remain ultimately responsible to reimburse SER! for any and
all compensation and benefits provided to such employees by
SERI. Transfers, after the initial transfer, will be
carried out in accordance with the then-current MSU System
policy.

10.2 Benefit Plans. It is the objective of the
parties hereto that SER! will assume, as of the date when an
individual is transferred from the employ of LP&L to SERI,
the obligations, if any, of LP&L to surh employee for
accrued benefits under LP&L's Employee Benefit Plans (as
defined in Section 3(3) of the Employee Retirement Income
Act of 1974) in effect at the time of such transfer, and
LP&L will make appropriate provision (by the transfer of
funds to a trustee under an Employee Benefit Plan esta~
blished by SERI, the reservation of funds in the existing

trust fund under an Employee Benefit Plan sponsored by LP&L,

2%
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or otherwise) for the payment of such accrued benefits to
the extent that they have been funded as of the date of such
employee transfer. Consistent with that objective, LP&L and
SERI agree that, in determining benefits payable by SERI
under any Employee Benefit Plan established by it to an
employee transferred to it by LP&L, SER! shall give credit
for service by such employee with LP&L as if such service
had been performed by such transferred employee for SERI
unless LP&L shall make provision for the direct payment by
it of such benefits to the transferred employee. If LP&L
decides to effect a transfer of assets and liabilities
attributable to the accrued benefits of transferred LP&L
employees to an Employee Benefit Plan maintainod.by SERI,
LP&L and SERI shall determine the amount of assets to be
transferred to meet the then-current accrued liabilities
(determined in accordance with Section 414(1) of the
Internal Revenue Code of 1986 and the regulations there-
under) of such transferred employees. The plans and
documentation to achieve this objective shall be established
by the Boards of Directors of LP&L and of SERI.

ARTICLE XI.

MI Us
11.1 Confidentiality. Either party may, from time

to time, come into possession of information of the other

party that is confidential or proprietary (including,

~28e
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without limitation, Safeguarde Information as defined in

10 C.F.R. Part 70). Each party having any such infeormation
which the other party has advised it is confidential or
proprietary will not reproduce, copy, or disclose (except
upon prompt and prior notification to the other party of the
event precipitating such disclosure and upon agreement of
the parties that such disclosure is required by law) any
such information in whole or in part for any purpose without
the prior written consent of the other party. Safeguards
Information relative to Waterford 3 shall be controlled and
protected in accordance with 10 C.F.R. 73.21.

11.2 Restricted Data. SERI and LP&L agree that,
unless otherwise required by law, they will not ﬁormit any
person to have access to Restricted Data, as defined in 42
U.S.C. §2014.y, until the federal Office of Personnel
Management shall have made an investigation and report to
the NRC on the character, associations and loyalty of such
person and the NRC shall have determined that permitting
such person to have access to Restricted Data will not
endanger the common defense and security.

11.3 Assignment and Successors. This Operating
Agreement shall not be assignable By either party hereto
without the prior written consent of the other party and
without first obtaining all necessary regulatory approvsl,

and any attempted assignment without such censent and
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approval shall be void. Subject to the preceding sentence,
this Operating Agreement shall be binding upon and shall
inure to the benefit of the parties and their respective
successors and assigns.

11.4 Coverning Law. The validity, interpretation
and performance of this Operating Agreemant and each of its
provisions shall be governed by the laws of the State of
Louisiana.

11.5 No Delay in Payments. No disagreement or
dispute of any kind between the parties concerning any
matter, including, without limitation, the amount of any
payment due from LP&L to SERI or from SER! to LP&L, «s the
case may be, or the correctness of any charge made to LP&L
or SERI, or any reason, excuse or circumstance, including
Force Majeure, shall permit either party to delay or
withhold payment due and owing under this Operating
Agreement, except that LP&L shall have the right to make any
payments required of it under protest and to reserve ite
rights to conduct audits in accordance with Section 5.4.

11.6 Notices. Any notice, reqguest, consent or
other communication permitted or required by this Operating
Agreement shall be in writing and shall be deemed to have
been given when deposited in the United States mail, first
Class, postage pre-paid and, until written notice of a new

address is given, shall be addressed as follows:

.:o.
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If to SERI:
System Energy Resources, Inc.
Post Office Box 23054

Jackson, Mississippi 39215
Attention: President

If to LP&L:

Louisiarna Power & Light Company
317 Baronne Street

New Orleans, Louisiana 70112
Attention: President

11.7 Amendments. This Operatiny Agreement may be
amended only by a written instrument duly executed and
delivered by both of the parties hereto and with any and all
necessary regulatory approvals previously obtained.

11.8 Relationship. Nothing herein shall be
construed to create a partnership or joint venture between
SERI and LP&L or to impose a trust, fiduciary or parthership
duty, obligation or liability upon SERI or LP&L or to create
any agency relationship except as expressly granted herein.

11.9 Counterparts. This Operating Agreement may
be executed simultaneously in two or more sounterparts, each
of which shall be deemed an original, but all of which
together shall constitute one and the same instrument.

11.10 Force Majeure. SERI shall not be in aefault
in performance of its obligations or duties hereunder (other
than any obligation to credit LP&L with its recoveries or

overpayments of Costs of Operation Owing at any time) if

3le
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such failure of performance is Aue to Force Majeure. LP&L
shall not be in default in performance of any duties or
ocbligations hereunder (other than any obligation to pay
monies to or at the direction of SERI as provided in this
Operating Agreement) if such failure of performance is due
to Force Majeure.

11.11 Goed Utility Practice. The parties hereto
shall discharge any and all obligations under this Operating
Agreement in accordance with Good Utility Practice.

11.12 Entire Agreement. This Operating Agreement,
including Exhibits A and B, shall constitute the entire
understanding and agreement between the parties superseding
any and all previous understandings and agreements between
the parties with respect to the subject matter hereof.

IN WITNESS WHEREOF, the parties have executed this
Operating Agreement by their duly authorized

representatives.

SYSTEM ENERGY RESOURCES, INC. LOUISIANA POWER & LIGHT COMPANY
BY: BY:

TITLE: TITLE:

DATE : DATE:
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EXHIBIT A TO

OPERATING AGREEMENT

SWITCHING STATION, SWITCHYARD, TRANSMISSION

AND WATERFORD 1 & 2 INTERFACE
MEMORANDUM OF UNDERSTANDING

This Memorandum of Understanding is executed by

and between Lou siana Power & Light Company ("LP&L") and
System Energy Resources, Inc. ("SERI") and is dated as of

. 1988.

WHEREAS, this Agreement is being executed pursuant
to Paragraph 3.3 of the Operating Agreement between SER! and
LP&L dated . 1988 (the "Operating Agreement");

WHEREAS, prerequisite to amending the Waterford
Steam Electric Station Unit No. : ' “W3") 0pcrntihq License
80 as to substitute SERI for LP&L with respect to operation
of W3, as contemplated by the Operating Agreement, the Nu~
clear Regulatory Commission ("NRC") has regquested LP&L to
express a commitment to support W3 with respect to various
activities; and

WHEREAS, the parties desire to set forth in this
Memorandum of Understanding their respective commitments and

responsibilities regarding Waterford 1 and 2 Steam Electric
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Station Fossil Units ("W1l&2"), the W3 Swiiching Station,
230KV Switchyard and related transmission matters.

NOW, THEREFORE, upon and following the Effective
Date as defined in the Operating Agreement, LP&L and SERI

undertake and agree as follows:

1.0 ACCESS CONTROL, EXCLUSION AREA CONTROL, SECURITY,
MINERAL R1GHTS

1.1 W3 Site, Wla2, Switching Jtation

1.1.1 Access Control - To comply with the
requirements of the W3 Eme.ger.cy Plan, LP&L

agrees to provide SERI unrestricted access
to the real property owned by LP&L at or
adjacent to the W3 site and to W1&2, and
the switching station, and to facilities,
equipment and personal proparty located on
that property. SERI will notify the Wl&2
shift supervisor prior to access of Wi&2.
Authorized personnel entering the W3
Switching Station for the performance of
duties or activities which could have ary
direct effect on power supp v to W3

including routine maintenance of W3
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1.

3.

1.2

1

3

Switching Station equipment will advise the
on-duty SERI shift superintendent of entry

and anticipated duration of stay.

Exclu Area ntrol -~ As necessary to
comply with federal regulations, SERI! shall
have authority to exercise complete control
over LP&L property and (asements in the
Exclusion Area, as defined in the W3
Updated Final Safety Analysis Report
("Exclusion Area"), and to determine all
activities within that area (including
exclusion of LP&L personnel, coﬁtrlctorl,
visitors, guests and other persons from the
plant and the switching station). To the
extent practicable, SERI will exercise this
contrel in such a fashion that normal LPSL
use and access to the switchyard will not

be restricted.

Security

» % Th 9 Ceneral - SER! shall have

authority to exercise complete
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1.1.3.2

control over the W3 Switching
Station and W1&2 and other LP&L
prope:rty in the vicinity of the
Switching Station and W1&2 for
purposes of providing security.
This authority includes the
authority to conduct interactions
with law enfcrcement agencies
which are deemed necessary by SERI
and the authority to file
associated civil or criminal
complaints against third parties
as deemed necessary by SER® The
parties will cooprrate in good
faith as jointly determined
app.opriate to support prosecution

of any such complaints,

Locks - The parties shall maintain

W3 Switching Station and W1&2
perimeter fence gates in a locked
condition except when attcaded or
to allow ingress or egress. Key
control for the W3 Switching

Station gates and for W1&2 gates
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1.1.3.3

1.1.3.4

will be maintained in accordance
with procedures as mutually agreed

upon by both SER! and LP&L.

Patrols - SERI will make a regular
routine security patroel of the W3
Switching Station fence perimeter
and will make an occasional
security patrol of the Wl&2 fence

perimeter.

Maintenance - SERI will notify

LP&L of problems roqui;inq mainte-
nance, repair or replacement of
the W3 Switching Station and Wl&2
perimeter fences, gates, locks,
lights or other security related
devices or equipment or of other
conditions which may affect
security. The cost of
enhancements which are implemented
due to NRC regulatory requirements
shall be considered Costs of
Operation of W3. LP&L will

provide such maintenance or effect
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1.1.3.3

repair or replacement or correct
the condition of which it receives
notice in a reasonable time

period.

Security Response - SERI will

provide an appropriate security
response to an increased threat
situation including potential sit-
uations caused by needed
maintenance, repair or replacement

of security devices or eguipment.

1.2 230KV Switchyard

1

1

2.

2.

1

2

Access Control - LP&L will have

unrestrictad access to the real property

owned by LP&L and designated as the

Waterford 230KV switchyard, facilities,

equipment and personal property located on

that property.

Exclusion Area Control - The Waterford

230KV switchyard is not in the Exclusion

area.
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1.2.3 Security

1.2.3.1

1.2.3.2

General - SERI shall have
authority to exercise complete
control over the 230KV switchyard
and other LP&L property in the vi-
cinity of the 230KV switchyard for
puiposes of providing security.
This authority includes the
authority to conduct interactions
with law enforcement agencies that
are deemed necessary by SER! and
the authority to f.le associated
civil or criminal ccmplaints
against third parties as deemed
necessary by SERI. The parties
will cooperate in good faith as
Jointly determined appropriate to
support prosecution of any such

complaints.

Locks = LP&L shall maintain 230KV
switchyard perimeter fence gates
in a locked condition except when

attended or to allow ingress or
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1.2.3.3

1.2.3.4

egress. Key control for the 230KV
switchyard will be maintained in
accordance with procedures as
mutually agreed upon by both SERI
and LP&L.

Patrols - SERI will make a regular
routine security patrol of the

230KV switchyard fence perimeter.

Maintenance - SER! will notify
LP&L of problems requiring mainte-
nance, repair or ropltécmont of
the 230KV switchyard perimeter
fence, gates, locks, lights or
other security rel!ated devices or
equipw sr.* or of other conditions
that may affect security. LP&L
will provide such maintenance or
effect repair or replacement or
correct the condition of which it
receives notice in a reasonable

time period,.
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1

.3

1.2.3.58 Security Response - SER! will

provide an appropriate security
response to an increased threat
situation including potential site
uations caused by needed
maintenance, repair or replacement

of security devices or egquipment,

Mineral Rights - LP&L wili not exercise its right

to explore or recover minerals in any area within
the Exclusion Area or convey or lease its mineral
rights within the Exclusion Area to any third
party without SERI -~pproval. Further, LP&L will
cooperate with SERI as necessary to assist in
control of mineral exploration or recovery

activities in the Exclusion Area.

2.0 OPERATION

2.

1

Switching Station -~ SEKR! will make regular rounds

of the W3 Switching Station to make ocbservat: ns
of equipment and facilities and obtain readings of
appropriate ejuipment parameters. SERI will

conduct other routine activities as requested by
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2.2

2.3

LP&L and provide LP&L with appropriate reports as
to findings during these activities.

W3 Switching Station and 230KV Switchyard

Operation = LP&L will normally operate eguipment
located in the 230KV switchyard and SERI will
normally operate eguipment in the W3 switching
station. SERI will provide cperating support for
the 230KV switchyard at the request of LP&L. LP&L
and SERI will evaluate the need for notification
of the LP&L Control Operator and the System
Control Operator and make appropriate
notification, if needed, prior te opor;tion of
equipment. LP&L will operate 230KV switchyard
equipment as necessary for maintenance to be
performed i1 accordance with Section 3.0 and may
return eguipment to service upon completion of

maintenance.

W1&2 Operation = The activities associated with

operation of W1&2 which are to be performed within
the Exclusion Area are unrelated to operation of
W3 and, therefore, will remain under the

operational contrel of LP&L.

«10«
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3.0

MAINTENANCE

3.1 W3 Startup & Auxiliary Transformer - SERI will

3.

3.

3.

2

3

4

maintain (including necessary repair or re-
placement) the W3 Start-up and Auxiliary
transformers and associated equipment regardless

of location.

W3 Main Transformer - SERI will maintain

(invluding necessary repair or replacement) the
main output transformers. Upon request by SER.,
LP&L will review maintenance arrangements between
SER] and its contractors for major mnihtonancc,
repair or replacement activities with respect to
the main output transformers, and will provide

oversight of those maintenance activities.

Switching Station & 230KV Switchyard - LP&L will

maintain (including necessary repair or re-
placement) all other eguipment located in the
switching station and 230KV Switchyard.

Spare Parts - LP&L will be responsible for
maintaining an appropriate inventory of spare

parts for egquipment covered by Section 3.0.

elle
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3.5 W1&2 Maintenance = Maintenance activities for W1&2
are unrelated to operation of W3 and, therefore,

will remain under the operational control of LP&L.

4.0 COORDINATION

4.1 Outages - SER! will coordinate planned plant
outages with LP&L. The LP&L dispatcher and the

system dispatcher will be informed as a minimum.

4.2 Power Supply = LP&L will coordinate with SERI all
activities which will directly affect power supply
to W3. As a minimum, the SERI operations
superintendent or designee will be informed by the
system dispatcher or LP&L dispatcher or mainte-
nance crew during the planning of these
activities. Activities which cannot be planned in
advance and the detailed conduct of planned
activities will be coordinated with the on=-duty W3

shift superintendent or shift supervisor,.

5.0 REVIEW AND APPROVAL g

$.1 LP&L Responsibilities « LP&L will obtain SERI

review and approval of procedure changes, design

el2e
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6 0

7.0

changes, tests or changes in the conduct of other
activities that might affect the safe operation of
W3, compliance with regulatory reguirements and/or
commitments invelving the W3 Switching Station and
230KV switchyard and associated transmission lines
and equipment which could affect offsite power
supply to W3, prior to implementing such changes

or commencing such tests.

5.2 SER! Responsibilities - SER! will ruview any such
proposed changes and tests in accorcance with
applicable commitments and regulatory reguirements
and will obtain NRC approval if required.

PROCEDURES

LP&L recognizes that it must respond to the critical

need to provide power in an emergency and will assure

that procedures are in place to make operating and

maintenance perscanel aware of such need.

TRAINING v

SERI will provide regular training (on a schedule

agreed to by LP&L and SER!) to appropriate LP&L
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8.0

9.0

dispatch perconnel to explain the critical need for
power at W3 during emergencies, the legal requirements
associated with W3 power supply, and legal reguirements
of W1&2 during W3 emergencies.

COMPENSATION

Costs incurred by SER! pursuant to this Memorandum of
Understanding shall be considered Costs of Operation as
defined in the Operating Agreement, and services per-
formed by LP&L hereunder shall be without cost or
charge to SERI.

GENERAL

This Memorandum of Understanding is intended to
supplement the Operating Agreement. The performance of
services described herein by SER! shall be governed by
the Operating Agreement, Modifications or amendments
to this Memorandum of Understanding must be executed by
an authorized officer of each party. Prior to
execution of any such modification or amendment to this
Memorandum of Understanding, SERI will review the
proposed change to assure that it is in compliance with

its licensing commitments and regulatory reguirements

-lé~
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applicable to nuclear power plants. If regulatory
approval is needed, SER! will obtain the approval prior
to execution of the modification or amendment. This
Memorandum of Understanding and the Operating Agreement
are intended to be complementary, and in the event of
any inconsistencies between the two documents, the

Operating Agreement shall govern.

IN WITNESS WHEREOF, the parties have executed this

Memorandum of Understanding.

President and Chief Executive Officer Date
LOUISIANA POWER & LIGHT COMPANY

W. Cavanaugh, 111 Date
President and Chief Executive Officer
SYSTEM ENERGY RESOURCES, INC.

«1l5«



EXHIBIT B TO
OPERATING AGREEMENT

EMERGENCY PLANNING SUPPORT BY LP&L
MEMORANDUM OF UNDERSTANDING

This Memorandum of Understanding is made and
entered into as of , 1988 between System

Energy Resources, Inc. (SZR1) and Louisiana Powver & Light
Company (LP&L). This Agreement is being executed pursuant
to the Operating Agreement, dated ., 1988,
between SER! and LP&L (the "Operatiny Agreement"),
Article 3, Paragraph 3.3(2).
ARTICLE 1
EMERGENCY PLANNING EQUIPMENT AND FACILITIES

1.1 ACCESS. Paragraph 3.2 of the Operating Agreement

grants SER] unrestricted access to egquipment and

facilities located on the Waterford 3 site, including,
without limitation, equipment and facilities relied on
to execute the Waterford 3 Emergency Plan. In
addition, in order for SER! to operate Waterford 3 in
accordance with the Operating License and other
applicable regulatory reqguirements, LP&L Agrees to
provide SERI, its agents, employees and contractors
unrestricted sccess, upon reguest, to specific

additional equipment and facilities located .. ‘ie
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1.2

1

Waterford 3 site, including, without limitation, access
for emergency training exercises, emergency drills and,
on a first priority basis for an actual emergency.
INVENTORY. An inventory of the specific offsite
eguipment and facilities for which SERI will be
provided the access specified in Paragraph 1.1 above,
shall be maintained by the and may

be revised as necessary to reflect changes in the needs
of the Waterford 3 Emergency Plan or changes in the
availability of the egquipment and facilities. Such
revisions shall only be made with the written
concurrence of designated LP&L and SER!
reprosentatives.
ARTICLE 11
LP&L PERSONNEL SUPPORTING THE WATERFORD 3

PERSONNEL SUPPORT. LP&L will provide personnel to
support the Waterford 3 Emergency Flan, including,

without limitation, personnel to staff the Corporate
Command Center, the Emergency News Centes and to act as
Rumor Control operators. These personnel shall be
provided by LP&L upon request by SERI to support
emergency training exercises and emergency drills and

on a first priority basis for an actual emergency.
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2.2

PERSONNEL ROSTER. A roster of the specific LP&L

personnel that will provide the support described in
Paragraph 2.1 above, shall be maintained by

. and may be revised as necessary

to reflect changes in the needs of the Waterford 3
Emergency Plan or changes in the availability of
personnel. Such revisions shall only be made with the
written concurrence of designated LP&L and SERI
representatives,

ARTICLE 111

TERMS AND CONDITIONS

3.1 This Memorandum of Understanding is intended to
supplement the Operating Agreement by opoctiyinc
services to be performed by LP&L without cost or charge
to SERI, and the performance of the services described
herein and the rights and obligations of the parties
with respect thereto shall be governed by the Operating
Agreement.

SYSTEM ENERCY RESOURCES, LOUISIANA POWER & LIGHT

INC. COMPANY

By: By:

Title: Title: -
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ARKANSAS POWER & LIGHT COMPANY
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July 1, 1968

T GENE CAMPBRELL
Vice Prasgen - Nucies

PCANE7BS8R1

U. §. Nuclear Regulatory Commission
Document Contro) Desk

Mail Stop P1-137

wWashiington, DC 20585

ATIN: Mr. Dennis M. Crutchfield, Director
Division of Reactor Projects 111, 1v, v
ang Special Projects

SUBJECT: Arkansas Nuclear One - Units 1 & 2
Docket Nos. S50-313 ang 50-36.
License Nos. DPR-51 and NPF-§
<: SER] License Amengment Application

Dear Mr. Crutchfield

Arkansas Power & Light Company (APLL), as the licensee for Arkansas Nuclear
One, Units 1 ang 2 (AND-1 and AND-2), heredby submits the enclosed appiication
to ameng facility opor.tiug Ticenses Nos. DPR-5]1 ang NPF-6. This application
requests NRC approval for System Energy Resources, Inc. (SERI) to assume
responsibility for operation of the AND units. In order to effect this change,
the existing APEL nuclear organization will be transferred, virtually intact,
to SERI.  Thus, essentially the sarme organization and staff currently
responsible for operating these two units will continue those responsibilities
a5 & part of SER],

The application to amend the ANO-1 and AKO-2 operating licenses contains the
information required to effect the requested transfer of licensed activities
and to amend the operating licenses. In addition, the application contains the
significant hazards consideration evaluation required by "0 C.F. K. 50.9¢ and
50.91. A more detailed description of the application 1s set forth below.

As the NRC is aware, this license amendment application is associated with the

consolidation of nuclear operations of APAL, Louisiana Power and Light Company

(LP&L), and SERI. To ensure that complete and accurate information is

submitted to the NRC, and to provide what can be called the “tota) picture” of

the associated licensing activities germane to APAL's application, this letter
(~ provides certain factual information and describes the similar licensing

o~
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Mr. Dennis M. Crutchfield 2 July 1, 1988

actions plannad by LPAL. A similar license amendment application is being
forwarded under separate cover by LP&L addressing SERI's assumption of
operating responsibility for Waterford 3. The NRC should rely on LP&L's
Ticense amendment application for information specifically pertaining to LP4L
and Waterford 3. Similarly, the NRC shoulc rely on any submittals forwarded by
Sél! for information on S!‘I operations at thea Grand Gulf Nuclear Station
(GGNS).

A, INTRODUCTION

By way of background, APAL, SERI, and LPAL are wholly-owned subsidiaries of
Middle South Utilities, Inc. (MSU). APAL 1s presently )icensed to own and
operate the AND units, LP&L 1s licensed to own and operate Waterford 3. SER]
18 presently licensed to own and operate the GGNS, Unit 1, and to own and
constryct Gzns, Unit 2. For reasons discussed in ihe application, MSU has
decided that SERI wil) become its system-wide nuclear operating company. Under
the MSU plan, SER! will assume (in addition to fts existing responsidilities
for GGNS) a)) responsibilities for the management and operation == but

not ownership == of AND+1 and ANO-2. Similarly, as discussed in LP&L's
amenament application, SERI will assume operating responsibilities of
wWaterforg 3. The enclosed amendment application specifically addresses SER]'s
assumption of responsibilities for the two AND units.

B, QPERATING RESPONSIBILITIES

As described in greater detai) in the attached application, the transfer of
operating responsibilities will be accomplished for AND by an operating
agreement between the owner (APLL) and the new operator (SERI). This agreement
wil) give SER] exclusive authority to make operational safety decisions ang to
conduct licensing activities with the NRC. Under the agreement, SERl's costs
of oporatin? ANO=1 ang AND=2 will be paid by APAL, as the owner of the units,
and APEL will be entitled to al) power generated at AND., Although the
operating agreement has not been completed as of this filing, we will make 1t
availadle to the NRC as soon as practicable and, in any event, prier to
‘ssuance of the proposed amendment

C. QP;IAT]QNA;/QRQ!N‘ZAY[QN&L CHANGES

APEL, LPLL and SER] have taken a system-wide approach, with strong management
0ver|1?h!. to direct the task of consolidating management of the MSU plants. A
special consolidation organization, drawing on resources and expertise from all
three companies, has been specifically set up to ensure that licensing and
other relevant substantive fssues are addressed. One clear objective of
consolidation activities has been to minimize disruption due to the changes,
and to ensure that there is no degradation to organizationa) performance or
public safety.

The above philosophy has been plrt'cullrl{ manifest in the planning of the new
SER] integrated operating organization. As discussed in the enclosure, the
present application does not contemplate any major organizational changes in
APEL's nuclear organization, other than the transfer of personne) to SER]. The
present nuclear organization will remain essentially in place, with a change to
the Tines of authority such that the Vice President, Nuclear for AND will
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report directly to the President and Chief Executive Officer of SERI.  The AND
huclear Quality organization will alsc have direct access to the Presicent anc
Chief Executive Officer of SER] on matters related to quality.

It is anticipated that SERI will in the future, after issuance of this
amendment, be considering organization changes to achieve further integration
ang efficiencies. Mowever, those changes have not yet been identified and are
nct part of, or necessary for, the present application. Any such future
changes will be governed by an internal policy that will provide appropriate
management controls ard ensure the continued integration of critical support
functions. In additinn, SER] wil) inform the NRC in advance of planned
organizational changes which involve major restructuring of line or nuclear
support functions at fts nuclear facilities and that are important to plant
safety. This commitment shal) remain in effect unti) the NRC and SER] mutually
agree that 1t is no longer reguired,

A guiging principle of the consolication task force has been to recognize that
MSU currently has three strcn?. successful organizations operating its plants.
The recrganization plan therefore specifically acknowledges and maintains the
special needs of each existing nuclear organization, Individua) plant
priorities and ongoing plant improvement initiatives will not be agverse))
impactec by the consolidation,

Additionally, and in response to an NRC staff concern ro?crdinq future
operationa) activities, 1t 1s recognized that the operating licenses for AND-1
and ANO-2 would not permit the transfer of spent fue! between AND and any other
facility operated by SER! without specific regulatory approval.

D NOTIFICATIONS AND APPROVALS

while the assumption of responsibilities for AND by SER! requires the consent
of certain creditors and the review and/or approval of federa) and state
agencies other than the NRC, 1t is anticipated that these consents, reviews and
approvals will be completed prior to the end of this year. The NRC will be
kept informed of the progress of these paralle) efforts and will, of course, be
informed in writing shoule 1t appear that any of these actions will not be
completed 1n & reasonable time.

The consolidation task force has also been committed to keeping other relevant
state and local officials, and the public, informed with respect to the MSU
nuclear plan.  The NRC will be kept informed of these informationa) activities.

£ SOHEDULE

Finally, with respect to scheduling, it 1s our intent to submit this
application concurrently with the LPAL amendment application for wWaterford 3.
In order that administrative matters associated with the change (including the
transfers of personne! from APAL to SERI) can be completed in a timely and
orderly fashion, it is requested that the two amendments be issued
simultanecusly. We are, however, & ing Lo implement the proposed changes as
soon as practicable, consistent » ¢'ming other necessary regulatory
approva's. Therafore, we regues* fitious review and approva)



"

Mr. Dennis M. Crutchfield < Juily 1, 1988

This application and the proposed amendments have been reviewed and aoproved by
the AND Plant Safety Committee and Safety Review Committee. As discussed in
the application, APiL has concluded that the proposed amendments to the AND
operating licenses do not involve & significant hazards considerstion.

In accordance with the requirements of 10 C.F.R. § 170.21, the appropriate
application fee of $150.00 1s provided with this letter. A copy of this
application has been forwarded to the appropriate designated state official as
required by 10 C.F. R, 50, 91(b).

Very truly yours,

a-4:;1!=;ul-

T. Gene Campbe)

T6C:mb
Attachments

¢c: Mg, Greta Dicus, Director
Division of Ragdiaticn Contro)
and Emergency Management
Arkarsas Cepartment of Wealth
QE1% West Marihar Street
Little Rock, Arkansas 72201



'\

STATE OF ARKANSAS )

) §$
COUNTY OF PULASKI )

1, 7. Gene Campbell, being duly sworn, subscribe to and say that 1 am Vice
Presfogent, Nuclear for Arkansas Power & Light Company; that I have ful)
authority to execute this oath; that I have read the document numbered
PCANPTBERL and know the contents thereof, and that to the best of my

knowledge, information and belief the statements in 1t are true.

T. Gene Campbel)

SUBSCRIBED AND SWORN TO before me, a Notary Public in and for the

County ang State above mamec, this JeW day of 9‘-: :

1986.

tary Public

My Commission Expires:

k o3/=9/




UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

In the Matter of

ARKANSAS POWER & LIGHT COMPANY
Docket Nos. 50-313
50-368

(Arkansas Nuclear One,
Units 1 and 2)

APPLICATION TO AMEND FACILITY
OPERATING LICENSE NOS. DPR-51 AND NPF<§

Arkansas Power & Light Company, (APEL) is the holder of Facility Operating
License No. DPR-51 for Arkansas Nuclear One, Unit 1, and Operating License No.
NPE=E for Arkansas Nuclear One, Unit 2. The operating licenses presently
authorize APAL to possess, use and operate Arkansas huclear One, Units 1 ang 2
(ANO=1 and AND-2) in accordance with the terms and conditions of these

1icenses.

APEL 15 a wholly-owned subsidiary of Middle South Utilities, Inc. (MSU). MSU
2150 owns the common stock of Louisiana Power & Light (LPAL), which is )icensed

by the Nuclear Regulatory Commissfon (NRC) to possess, use and operate the

Waterford Steam Electric Station, Unit No. 3 (Waterford 3), and System Energy




Resources, Inc., (SER. s licensed to possess, use and ope~ate Graneg

Gulf Nuclear Station (GGNS), Unit 1 and to construct GGNS, Unit 2.

M5U now plans for SERI to become its system-wide nuclear operating commany. As
such, SERI, in addition to operating GGNS, Unit 1, would assume operating
responsibility for == but not ownership of == ANO-1, ANO-2 and Waterford 3.
This assumption of operating responsibility will be accomplished by operating
agreements between APLL and SERI, and between LPAL and SER], each designating
SER] as 1ts agent and authorizing SER! to operate its plant or plants, The
assumption of operating responsibility by SER] for ANO=1, ANO-2 and Waterford 3
will not impact existing plant ownership or entitlements to capacity and

energy.

Upon receipt of necessary regulatory approvals and transfer to SER] of APLL
nuclear operatiovna) personne), SER] wil) succeed APLL as operator of ANO+1 and
ANO=2. This amengment application requests that t'e NRC amend Operating
License Nos. DPR-51 and NPF-6 to authorize and reflect in the licenses the

change from APLL to SERI as the licensee authoriied to possess, use and operate
ANO-1 ang ANO-2. *

Specifically, pursuant to 10 C.F.R. § 50.90, the Licensee heredy regquests that
the NRC amend Operating License No. DPR-51 to change the name of the licensee
for ANO=1, such that:

1 The proposed changes to the ANO-1 and AND-2 Operating Licenses to reflect
the establishment of SERI as the licensee responsible for the operation
and licensing of ANO-1 and ANO-2 are included in Attachments 1 and 2.
Other than submittals currently pending NRC approval, this amenament
spplication involves no additional changes to the Technica)
Specifications for either unit.



(1) SERI, pursuant to section 104b of the Atomic Emergy Act of 1954, as
amended (the "Act"), and 10 C.F.R. Part 50, “Licensing of Production
and Utilization Facilities," is licensed to possess, use anc operate
ANO=1, at the designated location in Pope County, Arkansas, in
accordance with the procedures and 1imitations set forth in the

License;

(2) APLL, pursuant to the Act and 10 C.F.R. Part 50, is licensed to
possess ANO-1 at the designated location in Pope County, Arkansas, in
accorgance with thy procedures and limitations set forth in the

License;

(3) SERI, pursuant to the Act and 10 C.F.R. Part 70, is licensed to
receive, possess and use at any time specia) nuclear materia) as
reactor fuel, in accordance with the limitations for storage and
amounts required for reactor operation, as described in the Fina)

Safety Analysis Report, as supplemented and amenced,

(4) SERI, pursuant to the Act and 10 C.F.R. Parts 30, 40 and 70, is
licensed to receive, possess and use at any time any byproduct,
source and special nuclear materia) as sealed neutron sources for
reactor startup, seiled sources for reactor instrumentation and
radiation monitoring equipment calibration, and as fission detectors
in amounts as required;



(%)

(6)

SERI, pursuant to the Act and 10 C.F.R. Parts 30, 40 anc 70, s
Ticensed to receive, possess and use n amounts as requirec any
by*product, source or special nuclear materia) without restriction to
chemica) or physical form, for sample analysis or instrument
calibration or associated with radicactive apparatus or components;
ang

SER], pursuvant to the Act and 10 C.F.R. Parts 30 and 70, is licensed
to possess, but not separate, such byproduct and specia) nuclear

materials as may be produced by the operation of ANO-1.

Further, the Licensee heredy regues’s that the NRC amend Operating License No.

NPE=E to change the name of the 1icensee for AND=2, such that.

(1)

(2)

SERI, pursuant to Section 103 of the Act, as amended, and 10 C.F.R,
Part 50, "Licensing of Proguction and Utilization Facilities,” 1s
Ticensed to possess, use and operate AND-2, at the gesignated
Tocatien in Pope County, Arkansas, in accordance with the procedures

and limitations set forth in the License;

APEL, pursuant to the Act and 10 C.F.R. Part 50, is licensed to
possess AND-2 at the designated location in Pope County, Arkansas, in
accorgance with the procedures and limitations set forth in the

License,



(3) SERL, pursuant to the Act and 10 C.F.R. Part 70, is licensed to
receive, possess and use at any time snecial nuclear materia) as
reactor fuel, in accordance with the 1imitations for storage anc
amounts required for reactor operation, as described in the Fina)

Safety Analysis Report, as supplemented and amended;

(4) SERI, pursuant to the Act and 10 C.F.R. Parts 30, 40 and 70, is
licensed to receive, possess, and use at any time any by-product,
source and special nuclear material as sealed neutron sources for
reactor startup, sealed sources for reactor instrumentation and
radiation monitoring equipment calibration, and as fission detectors

in amounts as required;

(8) SERI, pursvant to the Act and 10 C.F.R. Parts 30, 40 anc 70, is
Ticensed to receive, possess and use in amounts as required any
by*procuct, source or specia) nuclear materia) without restriction te
chemical or physica) form, for sample analysis or instrument
calibration or associates with radicactive apparatus or components;

ang

(6) SERI, pursuant to the Act and 10 C.F.R. Parts 30 and 70, 1s Vlicenseo
Lo pessess, but not separate, such by-product and specia) nuclear
materials as may be produced by the operation of AND-2.



Other conforming license changes are noted in the attachments to this
Application. ¢ Set forth below is the information in support of the
Applicetion to Amend Facility Operating Licenses Nos. DPR-51 ang NPF-§.
1. GENERAL INFORMATION CONCEPNING LICENSE AMENDMENT

A. Proposed Additiona) Licensee: System Energy Resources, Inc

B. Adgress:  Post Offi