ARKAMSAS POWER & LIGHT COMPANY
POST OFFICE BOX 551 LITTLE ROCK. ARKANSAS 72203 (501) 377-4000
October 17, 1988

PCAN1PB8P7

U. S. Nuclear Regulatory Commission
Document Control Desk

Mail Station P1-137

wWashington, DC 20555

SUBJECT: Arkansas Nuclear One - Units 1 & 2
Docket Nos. 50-313 and 50-368
License Nos. DPR-51 and NPF-6
AP&L /SERI and LPLL/SERI Proposed
Operating Agreements

Gentlemen:

In our June 15, 1988 meeting with you and in the July 1, 1988 submittals
requesting license amendments for System Energy Resources, Inc. (SERI) to
assume responsibility for the conuuct of licensed operations at Arkansas
Nuclear One and Waterford 3, Many of the issues involved in those license
amendments were to be handled through operating agreements between Arkansas
Power & Light Company (AP&L) and SERI or Louisiana Power & Light Company
(LP&L) and SERI.

APS&L, LPAL and SERI submitted these proposed operating agreements to the
Securities and Exchange Commission (SEC? for SEC review and approval on
October 7 and 11, 1988, This letter submits a copy of the SEC application.
SERI has reviewed and concurs with these operating agreements,

Dan R, Howard
Manager, Licensing
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File No. 70~

SECURITIES AND EXCHANGEC COMMISSION
Washington, D.C. 20549

FORM U~-1
DECLARATION
uncer
THKE PUBLIC UTILITY HOLDING COMPANY ACT OF 1935

Arkansas Power & Light Company Louisiana Power & Light Company
425 W, Capitol Street 317 Baronne 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 statement 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

Chief 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, IlI, President and
Chief Executive Officer
System Eneray Resources, Inc.
One Jackson Place
188 East Cafltol Street
Jackson, Mississippli 39201
(Names and addresses of agents for service)

IS




The Commission is also requested to send copies of

any communications in connection with "his matter to:
McChord Carrico, Esc. Paul B, Benham III, Esq.
Monroce & Lemann Friday, 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, Esqg.
Wise Carter Child & Caraway Reid & Priest

Professional Assoclation 40 West S57th Street

P.O, Box 651 New York, New York 10019
Jacskon, Mississipnpi 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 Resocurces, Inc. ("SERI"), a sub~-
sidiary of Middle South Utilities, Inc. ("MSU"), a regis~-
tered holding 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 hes a
90% undivided ownership interest in *ne Grand Gulf Nuciear
Project, and operates Grand Gulf Unit 1 for itself and a
Mississippi electric cooperative, South Mississippi
Electric Power Association ('.LMEPA"), which owns a 10%
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 AP&L and LP&L are also subsidiaries of MSU. ANO and
Waterford 3 ("Plants") will coniinue to be owned by AP&L
and LP&L, respectively.

The Declarants believe that consoclidation of
operation of the System's n:)clear power plants in one
organizaticn will enhance effi~iency of operation and
reduce costs, and is in accord with industry trends. It
is anticipated that the consolidation of nucleesr opera-
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 Commigssion ("NRC"), will
operate the Plants as agent for, and pursuant to separate
operating agreements with, AP4L and LP4LL (“"Agreements").
These Agreemente will provide that all costs incurred will
be paid by SERI with funds directly provided by AP&L and
LP&L or will be billed to AP4L and LP&L at SERI's cost
pursuant to the appiicable rules and rej .lations of the
Securities and Exchange Commission ("Commission") under
the Act. The Agreements also provide for indemnities
between SERI and AP4L and SERI and LP&L in connection with
the service activities, Reference '3 made to Exhibits B-l
and B-2 hereto.

SERI is a corporation organized under the laws
of the state of Arkansas. Its original formation as

Middle South Energy, Inc. was approved by the Commission



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

Pursuant to the terms of an Operating Agreement
dated as of May 1, 1980 between SERI and SMEPA, SERI
operates the 10% portion - Giand Gulf 1 owned ty 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. 70-6337.

SERI currently has 1,090,000 shares of auth~-
orized common stock, no par va.ue. There are no other
classes of stock authorized, Currently, SERI has 789,350
shares of common stock issued and outstanding. MSU owns
100% of SERI's outstanding commcn 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, in the event that it becomes necessary
for SERI to raise additional capital, further
authorization will be sought from the Commission prior to
such action,

SER! plans to acquire no new property to enable
it to engage in its servicing activities. If SERI needs
to acquire any property or engage in any construction for

the improvemen. of the facilities owned by AP&L or LP4L,



SERI will acquirs such property, or engage in any con-
struction, as agent for AP&L or LP&L. SERI will, pursuant
vn the Agreemets., include the costs ot such acquisitions
in the Costs uf Operation and Costs of Capital Improve-
ments, and AP&L or LP&L will own such acquired or con-
structod nreperty.,

It is proposed that, upon obtaining all requi~
site ragulatory approvals, SERI will assume, pursuant to
the Agreements, rejsponsibility for the operation of the
Plants as agant for the owuing companies. Upon approval
of the arrangement, essentially all employees of the
respective owning utilities based at the nuclear plants
will become emrloyees of SERI. In addition, essentially
all nuclear support employees of LP4L and AP&L will be
transferred to SERI. SERT currently has an employee force
of almost 1,200. APsL would, under the plar, transfer
approximately 1,100 employees to SERI, while LP&L would
transfer about 850, Approximately 50 employees in the
Nuclear Engineering Services Group 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 ureful economic life of the plant has
ended.

The Agreements specifically recognize that the
owning utility of each Plant will continue to own all of
the output of that Plant., Payment for SERI's operation of
the Plants will be at cost in accordance with the Act an
the rules thereunder. Specifically, the Agreements
propose to charge costs of operation of each of the Plants
to its respect.ve owning utility. Thus, costs incurred in
the operation of Waterford 3 will be charged to LP&L, and
costs incurred in the o2peration of ANO will bma charged to

APsL. All costs specifically related to a un.* will br

charged directly ¢t that unit. sOmeé costs, principa y

admi tra e and genera.l 3ts, relating £ t

N ch benel m € tha »2 wil pe a -ateg ase
rea able and equitable met 18 as agreead 't by SERI

®

'he Agqreements provide for SERI and eac! "

tive owning utility to agree by November 1l f wach year

during the term of the Agreements upon maximum amounts ¢t

be paid by each utility for the following budget year with

resyect to Capital Improvements and Costs of Operatior

In the Agreements, Capital Improvements mean any improve-

ments, additions, modifications ot replacements of

property at the Plants that are properly aApltalized and




asset 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.
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 decuntamination and de-
commissioning and any related taxes incurred or accrued
under the Agreements and attributable to the particular
Plants. The Agreements . ‘‘icitly provide that all such
costs will be calculated . accordance with any applicable
rules and regulations of the Commission under the Act.
Pursuant to the Agreements, SERI agrees to furnish
estimates of the abuve Costs of Operation, and Costs of
Capital Improvements, expected to be owed for the next
succeeding period, and the respectivi utility agrees to
depcsit such amounts pursuant to a payment method outlined
in the Agreements. Each Agre w#n+ ., 50 provides .or SER!
to act as agent for each owner in ‘e making of contracts
related to the owner's Plant, Furtheriore, each owner
agrees to pay for costs incurred under such contracts.

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

ity against all actual losses, costn, liabilities and




exnenaes (except for consequential damages as defined in
the agreements) resulting from SERI's gross negligence or
willful misconduct  as defined in the Agreements).
dowever, if in the performance of any of its duties under
the Agreements, 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 ~wning utility.

Tha Agreements further provide that the owning
utility will indemnify and hold harmless S®RI and its
agjents, officers. directors, sharehoi. .rs and employees to
the full extent permitted by law regardless of alleged or
actual faulc or negligenc~ of SERI against any claims for
consequential damages, death, injury or property damage to
any of the owning utility's empluyees or agents, or to
third persons not employed by SERI, and against any other
claims, causes of action, damages o:r expenses, including
attorney's fees, or any other penalties arising out of or
in the coursc of perfcrmance of services by SERI under “he
Agreenents,

Jte . Fees, Commissions and Expenges
‘he er .imated fees, commissions and expenses to

be «e¢d in . + tion herewith will be filed by amend-




Item 3. Applicable Statutory Provisions

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

B. The conduct of SERI's snarvice activities is
subject to Section 13(b) of the Act and Rulec B86£-91, 93
and 94 thereunder. In particular, SERI will be subject to
the Uniform System of Accounts for Mutual Service
Companies and Subsidiary Service Companies and will he
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 info:rmation that would
be required by a Form U-13-1, and that this Declaratizn,
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 cost allocation,
would be reported under a 60-day letter procedure
prescribed by the Commission.

Item 4.  Regulatory Approval
LP&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 wought before the NRC has granted the operating
license amendments.

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

Both the Louislana Public Seivice Commission
("LPSC") and the City of New Orleans ("CNO") have a right
to investigate the reasonableness of contracts entered
into by LP4L and the charges therefor in setting rates for
LPsL. Approximately 98% of LP4L'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 LP&L to review the proposed arrangenent
with SERI for the operation of Waterford 3. Reference is
macde to Exhibits D-4 and D-5.

Item 5. Procedure

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

vestment Management may assist in the prejaration of the




Commission's decision; and request that there be no wait-
ing period betweern the date of issuance of the Commis~
dion'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 as a part of this Declaration:

A~ Not applicable.

.
w

I
—

L

Proposed Operating Agreement between SERI and
APsL.

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

C- Not applicable,.

*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.

| Not applicable.
‘r- Legal Opinions.
**G-1 - SERI's Articles of Incorporation, as amendad
and currently in effect (Exhibit 3(2) in 33-
8253).

*#*G-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.

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

A A T T



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

H =~ Fform of notice.
(b) Einancial Statements
Financial Statements of MSU and its subsidiary
conpanies 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 Environmeatal Fffects

(a) The proposed transaction subject to the
jurisdiction of the Commission and described in respunse
to the requirements of Form U-1 relates only to the
indemnification provisions outlined in Item 1 and the
approval by the Commission of SERI as a service company
and has no environmentul impact in and of iiself,

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

(b) No.




SIGNATURES

Pursuant to the requiremerts of the Public Util-
ity Lolding 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.

gt g
enn E. Harder

Vice President~-
Accounting and Treasurer

ARKANSAS POWER & LIGHT COMPANY

ly_@zﬁ.mgum
ohn Harton

Vice Presidenc, Treasurer
aid Assistant Secretary

LOUISIANA POWER & LIGHT COMPANY

By /
colm H. chie
Senior Vice President-
Accounting and Finance




EXHIBIT H

SECURITIES AND EXCHANGE COMMISSION
(Release No, 35~ )

Filinc= Under the Public Utiiity Holding Company Act
of 1935 ("Act")

October , 1988

Notice is hereby given that the following
filing(s) has/have been made with the Commission pursuint
to provisions of .he Act and rules promulgated thereunder.
All interested persons are referred to the application(s)
and/or declaration(s) for complete statements of the
proposed transaction(s) summarized below. The
application s) and/or declaration(sf) and any amendment(s)

thereto is/are availabie for public inspection through the

|
|

Commission's Office of Public 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 » 1988

to the Secretary, Securities and Exchange Commission,

Washington, D.C. 20549, and serve a copy on the relevant

applicant(s) and/or declarant(s) at the address(es)

specified belcw. Proof of service (by affidavit or, in

case of an 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 soO requests will be notified of




any hearing, if ordered. and will receive 3 copy of any
rotice 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,

Arkansas Power & Lifht Company
Louisiana Power & Light Company

System Enerqy Resources, Inc. (70~ )
Arkansas Power & Light Company ("AP&L"), 425 W.

Capitol Street, Little Rock, Arkansas 72203, Louisiana
Power & Light Company ("LP&L"), 317 Baronne Street, New
Orleans, Louis‘ana 70112 and System Energy Resources, Inc.
("SERI"), 188 East Capitol Street, One Jackson Place,
Jackson, Mississippi 39201, subsidiaries of Middle South
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
thereui.der,

It is proposed that SERI become the nuclear
operating company for tiie Middle South system. SERI will
become, pursuant to operating agreements ("Cperating
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 op~rate for itself ard Souv'h




Mississippi Electric Powe: Association the Grand Gulf
Nuclear Station,

The Operating Agreements will provide that all
services provided by SERI will be billed to AP&4L and LPsL
at SERI's cost purs.ant to the applicable rules and
regulations unsder the Act. Cos. incurrec by SERI at each
of the plants will be funded direc:ily by the Lwning
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 SFRI and LP&L in
connection with the service activities., SERI will
indemnify the respective owning utility ayainst 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, If SER!
otherwise incurs any liabilizy to any third party, any
amounts paid by SERI to such third party will be a cost
passed on to the owaing utility.

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

arcangement, essentially all the employees cucrently




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

Under the proposed Operating Agreeements AP&L
and LPe¢L will continue to own the en:ire output of ANO and
Waterford 3, respectively,

For the Commission by the Division of Investment

Management .,



Reip & PriesT
40 WEST 87™ STREET
NEW YORK. N Y 10019-4007
RI2 60 ROOO

WABNINOTON OFFICE NEW YORK OFFICE
AL 1™ STREET N W CANLE ADDRESS “NERIDAPT
WASHINOTON, D € 20006 TELEX TIOB8I6TR] RDPT NYK
BO® B8 0100 LELESY RDPT UR
TELEX 440600 RP WiAsH FACSINILE RUR w00 8708
FPACHIMILE BOR 466 2027 DIRECT DIAL NUMBER

212 603-2142

New York, New York
October 11, 1988

Securities and Exchange Commission
450 Fifth Strcet, N.W,
Washinqton, D.C, 20549

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

Gentlemen:

For filing with you via 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 & Light Company ("LP4L") and System Energy
Resources, Inc. ("SERI") (File No. 70-7570) relating to
the consolidaticn of all Mi“4le South Utilities Inc,
System nuclear operations i. SERI.

Very truly yours,

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

By: &

Enclosurer

cc: Mr, William C, Weeden
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File No. 70-7570

SECURITIES AND IXCHANGE COMMISSION
washington, D.T. 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 East Capitol Street
One Jackson Place
vackson, Mississippi 3920]

Arkansas Power § Light Company Lcuisiana Power & Light Company
425 W, Capitol Street 317 Baronne Street
Little Roch, Arkansas 72203 New Orleans, Louisiana 70112

(Fome of companies filing this statement and
addr.sses of principal executive offices)

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

William Cavanaugh, 711
President and Chief Executive Officer
System Erergy Resources, Inc.

188 East Capitol Street
une Jackson Place
Jackson, Mississippi 39201

J. L. Maulden J. M. Cain

President and Chief Executive President and Chief Executive
Oflicer Officer

Arkansas Pover & Light Company Louisiana Power & Light Company

425 W, Capitel Street 317 Baronne Street

Little Rock, Arkansas 72203 New Orleans, Louisiana 70112

(Name and addresses of agents for scorvice)






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 EFESOURCES, INC,

By: 454 Glenn E. Harder
enn E. Harder
Vice President-
Accounting and Treasurer

ARKANSAS POWER & LIGHT CCMPANY

By: /s/ John Harton
John Harton
Vice President, Treasurer
and Assistant Secretary

LOUISTANA POWER & LIGHT CC JPAN/

By: /s/ Malcolm H. MclLetchie

colm H. Letchie
Senior Vice President~-
Accounting and Finance




Reip & PriesT
4C WEST B87Y™ STREET
NEW YORK. N Y 10019-4097
B 203 00O

WALNINOTON OFFICS WEW YORR oFFICH
I STRERT N W CABLE ADDRESS “WELDAPT
WAARINOTON I' € BOCDE TRIEX TIOMISTRI RDPT NYR
Lo L RR0804 RDPT UR
TELER 4408750 RPF WARN FACSIMILE 2 800 Raes
PACSIN'LE SO& 480 RORY DIRECY DIAL NLMBER

212 603-2142

New York, New York
October 11, 1988

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

Re: System Energy Resources, Inc.
Filr No. 70-7570

Gentlemen:

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

Please stamp and return the enclosed copy of
this letter to acknowledge receint of the filing.

Very truly yours,

.,
ey Cs ﬁ(?: ¢7‘ﬁ'

Enclosures

cc: Mr, William C. Weeden
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UsS. SECURITIES AND EXCHANGE COMMissioy 208 cioter 31, 1oey |

Washiagton, D.C. 20549

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

Amendment No. 1 to Declaration on Form U-l

70-7570
\ Report, Sched.le or Statement of Period of Report SEC File No. of Form,
Which the Documents Are & Pan (If Appropriate) ule or Statemen:
System tnor” Resources, Inc. 202584

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

N/ me of Person Other than the Registrant Filing the Form, Schedule or Statement
The undersigned hereby flles the following documems:

Attach an exhibit indox and the exhibits not filed electronically as required by
ltem 60) of Regulation $-K, the applicable Form, Scheduie or Statement.

SIGNATURES: Complete A or &, as Appropriate
See General Instructions 10 Form SE

A Filings Made on Behalf of the Registrant: The Registrant has duly caused this form 10 be signed on its behalf by the under.
signed, thereunto duly authorized, !

in the City of , State of__LoOuisiana k.
onthe _LIth _ _ _ dayof Setobet muﬂ.

System Energy Resources, Inc.
(Nam Registrant)

By: ..
(Signature)

LY . Dudenhefer

(Prist Name)

Assistant Secretary
(Title)

B Filings Made by Persons Other Than the Registrant: Afver reasonable inquiry and 10 the best of 1) know ledge and belief.
I certify that the information set forth in this statement is true, complete and correct

(Late) ‘ (Signature)

(Print the Name and Title of Each Person Who Signs the Form)

A2-1




B-2
D=1
D=2
D-3

D=5
G=-13

LEXHIBIT INDEX
FORM SE
dated October 11, 1938
SYSTEM ENERGY RESOURCES, INC.

(202584
Proposed Operating Agreement between SERI and APaL.
Proposed Oporating Agreement between SERT and LPaL.
NRC License Amendment Application for ANO 1 and 2.
NRC License Amendment Application for Waterford 1.
APSC Application.
LPSC Apnlication,.
CNO Application.

SERI's balance sheet as of the latest available date
and profit and loss statement for the year ended on
that date.




Exh b+ -4

ARKANSAS NUCLEAR ONB.
OPERATING AGREEMENT

This Operating Agreement is made and entered ints

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 Middle South Utilities, Inc. (MSU)
and,

WHEREAS, AFGL is an electric utility that
generates, transmites and distributes electricity primarily
in the Staters of Arkansas and Misssuri and tnat owns a
nuclear power plant near Russellville, Arlarsas, known as
Arkansas Nuclear One (ANO); and

WHEREAS, AP&L i# the holder of Facility Operating
License No. DPR-51 for ANO, Unit 1, and Operating License
No. NPF-6 for ANO, Unit 2, issued by the NRC; and

WHEREAS, AP&L desires that SER! Lssume operating
responsibility for - but rot own.rship of = ANO; and

WHEREAS, AP&L desires that such operating
responsibility be consistent uith AP&L's obligations and
responsibilities under all pertinent Arkanias and federal

law; and




19317.98

WHEREAS, AP&L desires to contract with SERI eo as
to enable SERI to possess, use and oper ite ANO, and SERI
desires to undertake such responsibilit'', all subject to and
in accordunce with tho terms and conditi:ons se: forth
herein;

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

ARTICLE 1I.
DEFINITIONS

As used herein:

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

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

structures, facilities and eguipment locat d thereon. This
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Operating Agreement delineates certair specific structures,
facilities and equipment located at ANO.thlt AP&L will
continue to operate anc maintain; e.g., certain switzhyard
breakers, transminsion lines and related egquipment that are
downstream of the generating units' main output breakers.

1.3 "Capital Improvements" means improvements,
additiorns, 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
\ccounts and are in accordance with applicable rules and
regulations of any requlatory authority having jurisdiction
in the matter.

1.4 "Consequential Damages" means 1nckdontal,
indirect or special damages including, but not limited to,
loss of profits or revenue, loss of use of power or
property, cost of cepital, cost of purchased or replacement
power, inventory or use charges, claims of customers or
third parties for service interruptions and any other
incidental, indirect, or special damages ¢f any nature.

1.5 "Costs of Capital Improvements" means all
costs of Capital Improvements as defined in Section 1.3
herein. 1

1.6 "Costs of Operation" or "Cost of Operation"
means all costs of Operation, decontamination 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 the FERC Uniform System of Ancounts,
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 s all be
calculated, and allocation of such costs shall be made as
the parties shall from time to time agree, and shall be made
in accordance with any appl cable rules and regulatinns of
the Securities and Exchange Commission under the Public
Utility HolJding Company Act of 1935, the FIRC 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
Commissin 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 loqislat;vo, executive,
judicial or administrative, including delay or failure to
act by any governmental authority in the issuance of permits
or licenses required in cunnection with ANO, and the
prohibiting of acts necessary to performance hereunder or
the permitting of any sch acts only subject to unreasonable
conditions; acts of God, damage, accidents or disrupticons,
including, but not limited to, fire, flood, explosion,
tornade, hurricane, earthquake, windstorm, or egquipment
breakdown; failure or delay beyond either party's reasonable
control in securing necessary financing, materials,
equipment, services or Yacilities; forced outages or forced
unit deratings; labor cufficulties such as -trik;o,
slowvdowns or shortages; delays in transportation 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 a%
the time of the reference, or any of the practices, methods
and acts which, in the exercise of reascnable judgment in
light of the facts known at the time the decision was made,
could have been expected to accomplish the desired rasult at
A4 reasonable cost consistent with reliability, safety and

expedition. GCood Utility Practice shall apply not only to

's.
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functional parts of ANO, but a.so to appropriate structures,
landscaping, signs, lightiny and other facilities and public
relations programs reasonably designed to proanote the
public's understanding and acceptance of ANO. Good Utility
Practice is not intended to be limited to the optimua
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 Willfu' Miscoaduct"
means any act or w.ission by or autlorized 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 |uch'conduct or
omission is likely to result in actionable damages or injury
to persons or property or to result in a viclation of laws
or regulations.

1.12 "NRC" or "Nuclear Regqulatory Commission"
means the United States Nuclear Pegulatory Commission or its
successor havi.. s=onrihild .y 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, special
nuclear or by-produ~t 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 other material in
process containing uranium, and any fuel assemblies or pa.ts
thereof, any of which are required for the generation of
electricity at ANO.

1.14 "Operate” and its derivatives means to
possess, 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 II,
SERI'S AUTHORITY AND RESPONSIBILITY
" S 0 ON OF ANO

2.1 Authority for Operation. SERI! and AP&L agree

that SERI shall take all acticns necessary to nake 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 SER] is solely responsible for the
manner of Operation of ANO, the manner of u?conpliching the
work, shall use its own methoda in Operating ANO and is not

subject to the control of AP&L in any respect with regard to

che performance of the operation of ANO. APAL 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
regulatory bodies relating to ANO and necessa.y to comply
witn all arplicable regulations of the NRC and other
governmental bodies having jurisdiction over sny aspect of
t' . .ust of Operation, Cost of Capital Improvements, making
O. »s-tal Improvements and/or Operation of ANO. Without
limiting the foregoing delegation, SER! shall act as the
agent for AP&L i all matters relatud to NRC licensing of
ANO. Furthermore, SERI shall provide AP&L with data and
assistance as may be requested by APSL to enable AP&L to
ratisfactorily discharge, as the owner of AN?, 1&-
responsibilities with regard to ANO, including its
responsibilities to its securities holdars, to regulatory
authorities ana others. SER! 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 che Operator
of ANO, to make all decisions relating to public health and
safety. Subject to tlie 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 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 execute, modify, amend or terminate any contracts,
including, without limitation, leases, easements,
adreements, purchase orders, licenses, permite and
privileges relating to the Operation of, and making of
Capital Improvements to AMNO, as agent for AP&L for such
contracting purposes. SERI may perform its duties hereunder
through its erployees 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 respongibilities under this
Operating Agreement, the Operating License and applicable
laws and regulatory requirements, SEXI agrees that it shall
comply with directions frvom 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 above, 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
Improvs -e~ts and Costs of Operation that are either
materia. different from or in excess of the expenditures
to be agread upon pursuant to Section 5.1 herein, (b) to
obligate AP&L to pay Costs of Capital Improvements that have

40t been approved pursuant to AP&L's policy with respect to
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its Board of Director'r approval of capital expenditures,

(¢) to modify, amend or terminate any contracts executed by
AP&L that are existing and were in effect prior to the
Effective Date 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 egquipment or
personal property comprising ANO, and/or (e) to sell or
otherwise dispose of capacity and energy from ANO. 1In
addition, AP&L shall nave exclusive authority to define the
economic life and to determine when the economic life of ANO
has ended and, in its sole discretion, may direct SERI, in
writing, to reti'e and decormission ANO or to Operate ANO at
reduced capacity and/or to place ANO in a safe aﬁutdcwn
condition; provided, however, SERI . hall take such action in
a4 manner which it determines, in its scle judgment, is
consistent with public health and safety, the Opeiating
License and applicable laws and regulations. In addition,
SERI is authorized to Opsrate ANO at a reduced capacity or
otherwise to place ANO in a sa.e shutdown condition at any
time SERI determines such action is necessary to comply with
the Operating License and applicable .aws and re¢gulations.
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 acguisitions by SERI, as AP&L's
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agent for such purpose, of Capital Improvements and other
equipment or property, including, but not limited to,
materials, supplies and spare parts inventories, for ANO,
AP&L's Chief Financial Officer shall provide SER! 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 acquisitioen
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 morc 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 w.th respect to
Multi-Plant Contracts, SER! will not enter inteo such

Multi-Plant Contracts without the prior written consent of
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AP&L unless such contract contains a provision for several
but not joint liability c¢f the owners of the plants under
such Multi-Plant Contracts in proportion to the costs
allocated to the various power 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, AP&L hereby expressly agrees to be
bound by the terms of al. contracts executed by SERI in
accordance with its agency authority as described herein
(including, without limitation, any provisions that limit or
protect against a third party's liability, provisionrs
granting indemnity to third parties and limitations or
exclusions of warranties) tc the same extent as it AP&LL were
An original signatury 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 SER], AP&L agrees to not
unreasonably refuse to execute such additional third-party
agreements as SERI may reguest from time to time. It is
further agreed that the Chief Financial Officer of AP&L
shall notify SERI in writing of the contracts or types of
contracts related to ANO that are to be executved by SERI, in
its capacity as AP&L's agent for that purpose, that AP&L
Jesires to review in order for AP&L to monitor anu evailuate
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 APS&L's interest. Accordingly, SERI agrees to
provide AP&L copies of such contracts within a reasonable
time prior 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 P&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 ANO,
provided that SERI shall obtain AP&L's written consent prier
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, APAL shall in consultation with SERI
decide upon the appropriates manner of defending, prosecuting
or settiing such litigation,

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

and SERI's expenses 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 plaats 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 I1II.
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 SER!
the Costs of Operation and Costs of Capital Improvements
pursuant to Article V hereof.

3.2 Site Access and Control. In order for SERI
to Operate ANO in accordance with the Operating License and
other applicable regulatory regquirements, AP&L grants SER!
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 real property and

the switchyard, facilities, equipment and 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 control over the Exclusion Area as defined in the
Safety Analysis Report for ANO and to determine all
activities within that area. Toward this end, APSL hereby
assigns to SERI its rights under an easement witli the United
States Army Corps of Engineers (No. DACWO3-2-76-322) to
exercise exclusion area centrol with respect to certain
spe~ified NDardanelle Reservoir bed and bank properties owned
by the United States Government.

3.3 Supp tt Services from APSL. AP&L agrees that
it will cooperate with SER! in a manner so that SER! 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 contemporanecusly with the erecution
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 ANO

Emergency Plan and emergency training and drills in
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accordance with a separate agreement to be executed by the
parties contemporanecusly 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
amended. 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, ir~luding, without
limitation, the following: (1) communications access and
support, (2) transportation support, (3) payroll and
personnel assistance, and (4) other services as may be
required in order to allow SER! to conduct safe, economic
and efficient operations at ANO.

3.4 No Changes to Facilities, Procedures or
Practices. Sco that SER! will be capable of Operating 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




19317.98

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

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

ARTICLE V.

ENTITLEMENT TO CAPACITY AND RNERGY
4.1 Encitlement and Delivery of Capacity and

Energy. AP&L, at all times during the term of this
Agreement, shall be and remain the owner of, nnd.uhall be
entitled to all of, the capacity and energy from ANO.

4.2 Determination of Output. Net positive output
©f ANO shall be the gross generation of ANO, less station
service requiremente, 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 i)\ accordance with Good Utility Practize

and Section 3.5 herein. .
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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 »f this 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 costs for those programs) for ANC,
and the components of SERI's five-year business plan that
relate to ANO, and (2) SERI and AP&L will agree in writing
vpon maximum amounts to be paid, within pnrnnotc}o cf the
then-curren® SEPI five-year business plan, by AP&L for the
following budget year pursuant to tais Operating Agreement
with respect to (i) Costs of Capital Improvements aud

(11) Costs of Operation. AF&L and SERI recognize that
mutually agreeable adjustments may be made to such maximum
amounts to be paid and/or to che previously approved
construction budget, operating and construction programs or
the compon mts of SERI's five-year business plan relating to
ANO, frow 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&AL agrees to pay any

.1’.
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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 AP&L shall not be obligated
to pay Costs of Operation and Costs of Capital Improvements
in excess of the applicable maximun 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 At AP&L agrees to pay. It is further agreed
that SERI will keep APAL 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
a8 prev.ously approved by AP&L.

5.2 Payment and Billing. Subject to Section 5.1
above and in accordance with procedures to be agreed upoen in
wriiing by the parties, SERI hereby agrees to furnish APS&L,
at such times as may be required by APSAL, estimates of the
Costs of Operation and Costs of Capital Improvements
expected to be owed by AP&L for the next suctceeding period.
AP&L shall promptly deposit in the bank account(s) to be

established pursuant to Section 5.3 such funds as shall be

adegquate \ pay SER! and third parties on a timely basis
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with respect to Costs of Capital Improvements and Costs of
Operation. In 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 third party to provide direct billing to AP&L.
FPayments 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
pover. No payment made pursuant to this Operating Agreement
shall constitute a waiver of any right of AP&L to question
Oor contest the correctness of Cos%s of Capital Improvements
and Costs of Operation charged to AP&L.

$.3 Bank Accounts. The parties agree that one or
more special ocank 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 SZRI or AP&L of Costs of
Capital Improvements and Costs of Operation.

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
shall 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
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policy that would limit or preclude the right of AP&L to
conduct such audits), conduct or cause to be conducted by
others, including 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 unreasonably withheld.
Further, SERI shal) make available to APSL a copy of any
audit reports prepared by or at the request of SER!
concerning its books and records relating to the Operation
of ANO, and the ccst of preparing such audit “eports 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 o verpayments of Costs of Capital
Improvements anu Josts 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 o’
Capital Improvements and Costs of Operation o/ing at any
time.

ARTICLE VI,

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

fullest extent permitted by applicable law, AP&L shall not
be entitled to recover from and hersby expressly releases,

SERI, its agents, officers, directors, shareholders or
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employees (except to the extent 2 ' "L shall be entitled to
share in insurance recoveries obtained by SERI hereunder)
fvom 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 ave in any way,
directly or indirectly, connected with SERI's Operation of
ANO or for any damage thereto, whether arising 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 other 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 SER! 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 Conseguential
Damages. The duty of SERI to perform its cbligations under
this Operating Agreement in accordance with Good Utilicy
Practice shall be construed or modified to the extent
necessary to give full effect to the 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 vthor regulatory body, and expenses {except for Conse-~
quential Damages) resulting from SERI's Cross Negligence
and/or Willful Misconduct in performing this Operating Agree-
ment, but in the event AP&L, as a result of the performance
of duties puvsuant to this Operating Agreement otherwise
incurs any liability to any third party, any amount paid by
FZR1 on account cof wuch liability shall be considered Costs
of Operation to be paid by AP&L pursuant to Article V.
Workers Compensation benefits payable by SER! as a result of
performing this Operating Agreement shall aiso be considered
Costs of Operation to be paid by AP&L pursuant to Article V.

B. AP&L shall indemnify and hold SER! and
its agents, officers, directors, shareholders and en, loyees
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 damage to any of iP&L's
employees or agents or to third persons not employed !y
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

23
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performance of services by SERI under this Operating
Agreement, except for such injuries or rdamages (excluding
Consequential Damages) which arise out of the Gross
Hlegligence and/or Willful Misconduct of SERI! and except to
the extent such injuries or damages have been compennated
through insurance proceeds. It is further agreed that APSL
shall indemnify and hold SER! and its agents, officers,
directors, shareholders and employves harmlaess, regardless
of actual or alleged fault, strict liability, negligence
(whether scle or concurrent) or Gross Negligence and/or
Willful Misconduct of SERI, against any claims for
Consegquential Damages.
ARTICLE VII.
INSURANCE
7.1 With respect to ANO, SERI will provide
Workers Compensation coverage in accordance with all
applicable laws. SERI will also, acting for itself or
acting as AP&L's agent for that purpose, provide and
RA'ntain or cause to be provided and maintained, in the name
of and on behalf of AP&L and SER!, 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 hazards,

including, without limitation, protection through insu:ance

-2‘-




19317.98

or otherwise covering nuclear property and nuclear
liability, and other insurance and finauncial protection in
accordance w.th customary industry practice and as necessary
to comply with all applicable laws and regulations. AP&L,
after consultation with SERI, shall determine the coverage
limits 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 soonar terminated as

provided hereinafter, . " shall remain in effect, subject to
Section 8.2 below, until ANO shall have been retired and
decommissioned in accordance with all applicable regulatoery
and governmental requirements and the parties hereto agree
in writing, wvith agreement not to be unreasonably 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 forch

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

25
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nNecessary regulatory ‘pprovals, upon (1) agreement of the
parties hereto or (2) either variy giving the other party at
least three hundoel sixty-five (365) days' prior written
notice of the intention to eftect such termination. In
addition, this Operating Agreement shall be cancelled to the
extent anc from the time that performance hereunder may
conflict with any rule, regulation or order of the
Securities and Exchange Commission 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 upon termination
of this Operating Agreement.

8.3 Survival. Th> 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 occurred during the term of this Operating

Agreement. Further, it is agreed that in no event shall

this Operaiing Agreement terminate unless all payments

required to have been made by APSL to SER! or by SERI to

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.
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ARTICLE IX.

INFORMATION PROVIDED TO AP&L
9.1 Reports to APS&L. When required by AP&L, SERI
shall provide data and/or reports to AP&L to support Costs

of Capital Improvements and Costs of Operation payable by
APEL s0 as to allow AP&L to comply with any applicable lavs
and any rules and regulations promulgated by regulatory
authorities. SERI shall also comply with any other
reasonable reporting requirements.

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

ARTICLE X
TRANSFERS OF PERSONWEL

10.1 Transfer. AP&L non-bargaining unit employees
who are selected by APAL and SERI, as being necessary or
appropriate for the Operation of ANO will be transferred to
the employ of SER! as of the Effective Date of this
Operating Agreement. Transfers, after the initial transfer,
will be carried out n accordance with the then-current MSU
System policy.

SER] agrees to adopt the collective

bargaining agreement currently in effect at ANO. Upon the
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stated expiration date of the current collective bargaining
Agreement, SERI will assume the responsibility for
bargaining with the union on contract renewal. All AP&L
applicable bargaining unit employees will be *ransferred to
the employ of SER! as of the Effective Date of tuis
Operating Agreement.

10.2 PRenefit Plans. It is the objective of the
PaArties hereto that SER! will assume, as of the date when an
individual is transferred from the enploy 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 *he Employee Retirement Income
Act of 1974) in effect at the time of such transfer, and
AFP&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 Employee Benefit Plan sponscored
by AP&L or otherwvise) for the payment of such accrued
benefits to the exrtent that they have been funded as of the
date of such employee transfer. Consistent with that
objective, AP&LL and SER! agree that, in determining benefits
payable by SERI under any Employee Benefit Plan established
by it to an employee transferred to it by AP&L, SER! shall
give credit for service by such employee with APSL as if

such service had been performed by such transferred employee

.2.-
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for SERI unless AP&L shall make provision for the direct
payment by it of such benefits .o the transferred employee.
1f AP&L decides to effect a transfer of assets and
liabilities attributable to the accrued benefits of
transferred APAL employees to an Employee Benefit Plan
maintained by SERI, AFAL and SER! shal! determine the amount
of assets to be transferred to meet the then-current accrued
liabilities (determined in accordance with Sectioen 414(1) of
the Internal Revenue Code of 1986 and the regulations
thereunder) of such transferred employees. The plans and
documentation to achieve this objective shall be establirhed
by the Boards of Directors of AP&L and of SERI.

ARTICLE XI. '

MISCELLANEOUS
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,
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 coniidential 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 pon agreement of
the parties that such disclosure is reguired by law) any

such information in whole or in part for any purpose without

.29.
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the prior written consent of the other paity. Safeguards
Information relative to ANO shall be coﬁtéollod and
protected in accordance with 10 C.F.R. 73.21.

11.2 Restricted Data. SERI and APAL agree that,
unless otherwise required 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
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 approval,
and any attempted assigrment without such consent and
approval shall be void. Subject to the preceding sentence,
this Oper=ting Agreement shall be binding upen and shall
inure te the benefit of the parties and their respective
successors and assigns.

11.4 GCoverning Lawv. 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 parties concerning any
matter, including, without limitation, the amount of any
payment due from AP&L to SER! or from SER! to AP&L., as the
case may be, or the correctness of any charge mace to AP&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 APSAL 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, reguest, 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:

I1f to SERI:

System Energy Resources, Inc.

Post Office Box 23054

Jackson, Mississippi 392158
Attention: President

«31e
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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
necessary regulatory approvals previously obtained.

11.8 Relationship. Nothing herein shall be
construed to create a partnership or joint venture between
SERI and APSL or to impose a trust, fiduciary or partnership
duty, obligation or liability upon SE..{ or AP&L or to creata
any agency relationship except as expressly crnniod 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 instrument.

11.10 Force Majeure. SER! shall not be in default
in performance of its obligations or duties hereunder (other
than any obligation to credit AP&AL with its recoveries or
overpayments of Coste of Operation owing at any time) if
su~h failure of performance is due to Force Majeure. AP&L
shall not be in default in performance of any duties or
obligations hereunder (other than any obligation 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 Cood Utility Practice. The parties hereto
shall dischavge 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 entire
understanding and agreement between the parties superseding
any and all previous understandings and agreements between
the parties with respect to the subject matteyr hereof.

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

representatives.

SYSTEM ENERCY RESOURCES, INC. ARKANSAS POWER & LIGCHT COMPANY
BY: BY:

TITLE: TITLE: 3

DATE: DATE:

.33.




EXHIBIT A TO AP&L/SER!

.

SWITCHYARD AND TRANSMISSION INTERFACE

This Memorandum of Understanding is exacuted by
and 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 Agreament between APSL and
SER] dated , 1988 (the "Cperating Agreement”)

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

WHEREAS, preregquisite to amending the ANO Operat-
ing Licenses so as to substitute SERI for AP&L with respect
to operation of ANO, as contemplated by the Operating Agree-
ment, the NRC has reguest.d AP&L tuv expreas a commitment to
support ANO, with respect to the ANO Switchyard and Trans-
mission activities; and

WHEREAS, the parties desire to set forth in this
Memorandum of Understanding their respactive commitments and
responsibilities 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 CONTK'L, SWITCMYARD ACCESS AND SECURITY

AP&L agrees to provide SERI unrestricted access to the
real property owned by AP&L at or adjacent to the ANO
Site and to the switchyard, facilit es, equipment and
personal proparty located on that property.

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

For the purposes of providing securi.y, 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 the authority
to conduct interactions with law enforcement agencies
which are Jeemed necessary by SER! and the authority to
file associated civil or criminal complaints against

third parties as deened necessary by SER!I. The parties

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

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

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

6. SERI will notify AP&L of problems requiring mainte-
nance, repair or replacement of the switchyard peri=-
meter fence, gates, locks, lights or other security
related devices or equipment or f other conditions
which may effect security.

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

8. SERI will provide an appropriate security response to
an increased threat situation irncluding potential
situations caused by needed maintenan:e, repair or
replacement of security devices or equipment.

9. Key control for the switchyard gstes will be maintained
as fullows:

a. Each party will be allowed to possess keys to all
switchyard gates, excep* AP&L will not possess

keys allowing access to the plant protected areas.
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b. Keys will be issued only to personnel with an
identified need for -witchylra access,

10. Authorized personnel entering the switchyard for the
performa ice 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 equipment stored in the switchyard or to
report for duty or meet work crews or other activities
associated purely with use of the lwitchyara as a crew
headquarters does not require such notification.

11. AP&L will not exercise its right to explore or recover
minerals in any area within the exclusion area or cone
vey or lease its mineral rights within the exclusion
area to any third party without SERI! 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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OPERAT . ON

SERI will make regular rounds of the switchyard and

carry out the following activities:

make observations of equipment and facilities,
obtain readings of appropriate equipment para-
meters,

conduct other routine activities at the request of
AP&I ,

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

The parties will operate egquipment located in the

switchyard as follows:

.'

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

AP&L will normally operate (or provide for the
operation of) all S00KV, 161KV, and 22KV switch-
yard breakers and associated equipment other than
the main gencrator output breakers, remotely or
locally, but authorized SER! personnel will
cperate any such breakers or other eguipment

locally in the switchyard at AP&L request.
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c. SERI will normally be informed in advance of the
operation of all switchyard bfoakern and discone
nects to remove equipment from service.

d. SERI will provide other operating support for the
switchyard at the request of APITL.

AP&L will operate switchyard equipment as necessary for

maintenance to be performed in accordarce with Section c

below and may return egquipment to service upon comple-

tion of maintenance.

MAINTENANCE

Maintenance responsibility (including nocc:iury repair
or replacement) ior 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 squipment; e.gq.,
cooling, instrumentation, nitrogen capping, etc.

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

Upon reques”. by SERI, AP&L will rev.ew maintenance

arrangements between SERI! and its contractors for major

mainternance, repair or replacement activities with
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respec” to the main output transtormers, 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 requirements
contained in the ANO Technical Specifications.

4. AP&L will maintain (including necessary repair or
replacement) all other egquipment located in the
switchyard, including, but not limited to:

a. S00KV breakers (including the main output
breakers) and related equipment;

b. 161 KV breakers and related egquipment;

c. the 500/161-22KV bus tie autotransform;r and
related egquipment;

d. 22KV breakers and related eguipment.

S. AP&L will be responsible for procuring, filling,
analyzing ard replacing transformer oil. Analyris
results will be provided to SERI when requested by
SERI.

6. Maintaining an appropriate inventory of spare parts for
equipment located in the switchyard will be the respon-
sibility of the company that is responsible for main-

taining the equipment as specified in this Section.
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D. COORDINATION

P SERI will coordinate planned plant outages with AP&L.
The AP&L dispatcher and the Middle South system dis~
patcher will be informed at a minimum.

2. AP&L will coordinate all activities which will dirvectly
affect power supply to ANO with SERI. At a minimum,
the operations superintendent or designee will be in-
formed by the system dispatcher or AP&L dispatcher or
maintenance crew during the planning of these activie

ties. Activities which cannot be planned in advance

coordinated with the on-duty shift supervisor. These

activities include, but are not limited to:

a. removal from service of any SOOKV or 161KV trans-
mission line terminating in the switchyard;

b. breaker switching which can affect power supply to
ANO (i.e., switching of lines identified in
Item (a) above);

e. maintenance activities which can affect power

supply to ANO.

\
|
and the detailed conduct »f planned activities will be
E. REVIEW AND APPROVAL

1. AP&L will obtai:. SERI 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 equipment 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.

SER] will review these proposed changes and tests in
accordance with applicable commitments and regulatory
requirements and will obtain prior NRC npprbval if

required.
PROCEDURES

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

federal regulations for providing power to ANO.
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TRAINING

SERI will provide regular training (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 emergencies, and the legal requirements asso=-
ciated with ANO power supply.

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

to by AP&" and SERI.

COMPENSATION

Costs incurred by SERI 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.

CENERAL

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

-10-
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Operating Agreement. Modifications or amendments to
this Memorandum of Understanding must be executed Py an
authorized officer of each party. Prior to execution
of any such modification or amendmént to this Memoran-
dum of Understanding, SERI will review the proposed
change to assure that .. is in compliance with its
licensing commitments and regulatory reguirements
applicable to nuclear power plants. If 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. L. MAULDEN Date
President and Chief Executive

Officer
Arkansas Power & Light Company

W. CAVANAUGH, 111 Dat
President and Chief Executive

Officer
System Energy Resources, Inc.

-11-



EXHIBIT B TO
OPERATING AGREEMENT

.

CENCY PLANNING SUPPORT BY AP&L

This Agreement is made and entered into as of

, 1988 between System Energy Resources, Inc.

(SER1) and Arkansas Power & Light Company (AP&L). This

Agreerent is being executed pursuant to the Operating Agree-

ment, dated , 1988, between SERI and AP&L {the

"Operating Aareement”), Article 3, Paragraph 3.32).

1.1

ARTICLE I

EMERGENCY PLANNING EQUIPMENT AND FACILITIES
ACCESS. Paragraph 3.2 of the Uperating Agreement
grants SERI unrestricted access to equipment and facii~
ities located on the ANO site, including, vlthout limi-
tation, equipment and facilities relied on to execute
the ANO Emergency Plan. In addition, in order for SERI
to operate ANO in accordance with the Operating License
and other applicable regulatory requirements, AP&L
agrees to provide SERI, its acents, employees and con-
tractors unrestricted access upon request, to specific
additional equipment and facilities located off the ANO
site including, without limitacion, access for emer en-

€y training exercises, emergency drills and, on a first

priority basis for an actual emergency.
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INVENTORY. | ren ! e 8 fic offsite equip-

ment and facilities for will be provided the

access specified in Paragraph 1.1 above, shall be main-

tained by the L 1™ _ and may be revised as

necessary to reflect changes in the needs of the ANO
Emergency Plan or changes in the availability of the
egquipment ant acilities

made with the written concurrence o ilesignated AP&L

and SERI representatives.

‘equest
ses and eme:
basis for an a«
PERSONNEL ROSTE
sonnel that wil
graph 2.1 above,

as necessary
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Plan or changes in the availability pf personnel. Such
revisions shall only be made with tlle written concur-
rence ¢l designated AP&L and SERI representatives.
ARTICLE I1I1I
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 >r 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 & LICHT

INC. COMPANY

By: By:

Title: Title:

-3-




EXHIBIT C TO
OPERATING AGREEMENT
BETWEEN SERI AND AP&L

AGREEMENT FOR ESSENTIAL SUPPORT

This Agreement is dated as of , 1988 and

is between System Energy Resources, Inc. (SERI) and Arkansas
Power & 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").

1. 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 SERI to
carry out its responsibilities under the Operating Agreement
in an efficient and economic mann.

(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,



. 19318.57

(4) equipment diagnostics, including vibration
analysis, etc., (5) piping orouion/cérrosion program
support, (6) nondestructive evaluation support,
(7) MOVATS te.hnical ronsulting, (3) predictive
maintenance consulting, (9) electrical apparatus
technical consulting (generator bushings, transformers,
etc.), (10) participation in the Babcock and Wilcox
Owners Group Systems and Materials Committee,
(11) transformer testing and substation maintenance,
(12) relay engineering support, (13) departmental
processor operation of mini-:computer planning and
scheduling program.

(B) Environmental/Radiological Shgggg;.

AP&L's Fossil and Transmissions Operations Department

agrees to provide continued support to ANO with respect
to environmental/ radiological related servicrs
including: (1) National Pollution Discharge
Elimination System permit coordination,

(2) ervironmental/radiological monitoring and reporting
including management of the contracts fo:r Lake
Dardanelle water, sediment, plankton and fish
collection and analysis, (3) Environmental Protection
Agency interface and coordination, (4) Arkansas

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

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

(D) Land Management. The Technical
Specifications for ANO contain Special Requirements
related to the land management of the rights-of-way of
the five electric transmission lines serving ANO. AP&L
shall implement these Special Reguirements by planting
nrass and clover to prevent further erosion and by
making further plantings of game food and cover in
cooperation with landowners and the Arkansas Came and
Fish Tommission. It i3 agreed that no herbicides shall

be used for land management on transmission

rights-of-way.
- Schedule.

This Agreement shall become effective on the
same Jduate as the Operating Agreement. The support described
in Article 1 above shall continue to be made available until
SER] 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 hy SERI.

-3-
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3. Representatives.

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

provided pursuant to this Agreement.

SERI:

AP&L:

4. Terms and Conditions.

This Agreement is intended to supplement the
Operating Agreement by specifying services to bo.porformod
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:




Exnibit B- p

This Operating Agreement is made and entered into
as of 2. L _+ 1988 between Syatem Energy Resocurces,
Inc. (SERI) and Louisiana Power & Light Company (L

WHEREAS, bo of the parties hereto are wholly
owned subsidiaries of Middle South Utili es, Inc fMSU)

and,

genera‘.es,

ytate

WHEREAS,
responsibility for
WHEREAS,

responsibility be
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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 SERI t~ possess, use and operate Waterford 3 as
LP&L's agent, and SERI desires to undertake such
responsibility, all subject to and in accordance with the
terms and conditions set forth herein;

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

ARTICLE 1I.
DEFINITIONS

As used herein:

1.1 "Application" means the Application of LP&L
(ccnsented to by SERI) before the Nuclear Regulatory
Commission to amend the Operating License so as to
authorize and reflect in the license the change from LP&L to
SERI as the licensee authorized to possesn, use and Jperate
Waterford 3, as previously or hereafter supplemented or
amended.

1.2 "Capital 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 jurisdiction in the matter.

1.3 "Consequential Damages" means incidental,
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 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 6poration'
means all costs of Operation, decontamination and
decommissioning and any 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 Cystem
of Accounts. These costs shall include, without limitation,
any costs incurred in connection with the Operation 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 Consequential Damages as defined in

Section 1.3 herein) directly resulting from the Gross
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Negligence or Willful Misconduct of SERI. All of such Costs
of Operation shall be calculated, and allocation . f such
costs shall be 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.

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

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

1.8 "Force Majeure" means any cause beyonrd the
affectec party's reasonable control.

1.9 "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,
¢nuld have been axpected to ac.omplish the desired result at
a4 reasonable cost consistent with reliability, safety and

expedition. GCood Utility Practice shall apply not only to

functional parts of Waterford 3, but also to appropriate
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structures, landscaping, signs, lighting and other
facilities and public relations programs reasonably designed
to promote the public's understanding and acceptance of
Waterford 3. GCood 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.

1.10 "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 such conduct or
omission is likely to result in actionable damaq;o or injucsy
to persons or property or to result in a violation of laws
or regulations.

1.11 "NRC" or "Nuclear Regulatory 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 the Ailomic Energy Act of 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, .ncluding any

ores, mined or unmined, uranium concentrates, natural or
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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 licensing of
Waterford 3. Furthermore, SERI shall provile 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, its
responsibilities with regard to Waterford 3, including its
responsibilities to its securities holders, to regulatory
authorities and others. SERI shall Operate, a.d make
Capital Improvements at, Waterford 3 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 Cecisions relating t; 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, agreements, purchase
orders, licenses, permits and privileges relating to the
Operation of, and making of Capital Improvements to,

Waterford 3, as agent for LP&L. SER! 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 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 reguirements, SER! agrees that it shall comply
with directions from LP&L relating to the Operation and
making of Capital Improvements (including the costs thereof)
of Wa“erford 3,

2.2 Limitation on SERI's Authority.
Notwithstanding Section 2.1 above, SERI 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) teo
obligate LP&L to pay Custs 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 contracts executed by
LP&L that are 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 veal property or any
equipment or personal property compris'ng Waterford 3. In
addition, LP&L shall have exclusive autority to define the
economic life and to determine when the economic life of
Waterford 3 has ended and, in its sole discreticon, may
direct SERI, 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 Waterf 'd 3 at a reduced
Cupacity or otherwise to place Waterford 3 in a safe
shutdown condition at any time S! . 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 considered Costs of
Operation or Costs of Cap.*al Improvements, as the case may
be. With respect to acquisitions by SERI, as LP&L's agent,
of Capital Improvements and other equipment o property,
including, but not limited to, materials, supplies and spare
parts inventories, for Waterford 3, [P&L's Chief Financial

Officer shall piovide SER! from time tc time as necessary
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with instructions or guidelines as to *he preferred
firancial structure of such acquisitions (i.e. purchase,
lease, eic.), which shall be used in implementing such
acquisitions,.

2.3 Execution: Disclosures in Third-Party
Contracts. Contracts relating to the Operation of
Waterford 3, including, without limitation, any contracts
for Capital Improvements or contracts for the sale, lease or
acquisition of materials, inventories, supplies, spare
parts, eguipment, fuel, Nuclear Fuel (excludina contracts
for the financing through lease or otherwise for Nuclear
Fue') or services, shall be exec. ted by SERI, as agent for
LP&L, or by LP&L, upon SERI's reascnable rcqucnt: If a
contract subject to Section 2.1 relates to voth Waterford 3
and one or more other power plants that are Operated by
SERI, such contracts ("Multi-Plant Concracts”) shall be
executed by LP&L at SERI's request, on reasonable grounds,
or by SERI, on reascnable grounds, on behalf of LP&L and the
owners of the other applicable plants. SERI further agrees
that with respect to Multi-Plant Contracts, SER! will not
enter into such Multi-Plant Contracts without the prior
written consent of LP&L unless such contrac® coatains a
provirion for several but not sulidary liability of the
owners of the plants under such Multi-Plant Contracts in

proportion to the costs allocated to the various power

-10.
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plants under oSuch contracts. In order to indu.e 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 accerdance with its agency
authority as described herein (including, without
limitation, any provisions that limit or protect against a
third party's liability, provisions granting indemnity to
third parties and limitations or exclurions of warranties)
to the same extent as if LPSL were an original signatory to
such contract. In aadition, 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 agreerents 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
axecuted by SERI, in its capacity as LP&L's agent, that LP&L
desires to review in order for LP&L to monitor and evaluate
the potential impact on LP&L of sucl czontracts and to advise
SERI of such impact so that SER! shall take all steps to
protect LP&L's interest. Accordingly, SER!  agrees to
provide LP&L copies of such contracts within a reasonable
time prior to SERI's proposed execution thereof. Noiwithe

standing anything in this section to the uvontrary, no such
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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 rec~ognizes 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, proseci.tion and/or settlement
of disputes with third parties relating in any way to
Waterford 3, provided that SER! shall obtain LP&L's written
consent prioy 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
circumstances existing prior to the Effective Date, LP&L
shall, after 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 SER! because of such liability
and SERI's expenses in defending claims by third pariies or

«lle
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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 SERl'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 knewingly take any
action or fail to take any action in connection with
Waterford 3 that is inconsisten* with Good Utility Practice
and puts LP&L at a disadvantage Lo 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 CHhsts of Capital Improvements
incurred by SERI pursuant to Article V herecf.

3.2 Site Access and Contreol. 1In order for SERI!
to Operate Waterford 3 in accordance with the Operating
License and other applicable regulatory reguirements, LP&L
grants SER! possession and use of Lhe prcperty consticuting
Waterford 3 and agrees to provide SERI, its agents,

employees and contractors unrestricted accass vo the
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property constituting Waterford 3, including, without
limitation, the real property and the switchyard,
facilities, equipment and persconal property located on %he
Waterford 3 site. As required by the Operating License and
applicable statutes, and NRC regulations, LP&L further
agraes that SERI shall have authority to exercise complete
control over the Exclusion Area as defined in tre Final
Safety Analysis Report for Waterford 3 and to determine all
activities within that area.

3.3 Support Services from LP&L. LPGL agrees that
it will cooperate with SERI in a manner so that SER! may
exercise its authority and fulfill its responsibilities
pursuant to this Operuting Agreement. In this cSnnvrtion,
LP&L further agrees to provide (1) Waterford 3 switchyard,
switching station, and transmission line services and other
support in accordance with a sepurate agreement to be
executed by the parties contemporaneously witih 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 trainirg and drills
in accordance with a separate agreement to De executed by
the parties contemporaneously with the execution of this
Operating Agreerment, an executed copy of which is attached

hereto as Exhibit B, as such exhibit may be hereafter
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supplemented or amended. LP&L agrees to provide, subject to
their reisonable capability and availability, additional
services or assistance required by SERI and agreed to by
LP&L in writing in connection with the Cperation of
Waterford 3, including, without limitation, the following:
(1) communications access and support, (2) transportation
support, (3) payroll and personnel assistance, and (4) other
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 SER! will be capable of Operating
Waterford 3 in accordance with the Operating License and
other applicable regulatory requirements, LP&L agrees chat
it will not make any changes to facilities, procedures or
practicas that affect compliance with NRC regulations or
commitments, including, but not limited to, physical changes
to the electr::al transmission or distribution facilities
that dircctly provide an off-site power supply to
Waterford 3 without prior consultation with and written
consent from SERI, which consent SERI shall not unreasonably
withhold.

3.5 Offsite Power Supply. LP&L agrees that it

shall provide Waterford 3 with an assured source of offsite
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power in accordance with procedures to be agreed upon, from
time to time, by the parties.
ARTICLE 1V.
R Q R

4.1 Ownership of Capacity and Energy. L.&L, at
#ll times during the term of this Agreement, shall be and
remain the owner of, and shall be entitled to all of, the
capacity and energy from Waterford 3.

4.2 Determination of Output. Net positive 2utput
of Waterford 3 shall be the gross generation of Waterford 3,
less station service requirements, and less adjustments for
iosses experienced. In the event the output is negative
(i.e., station service and losses exceed the gross
geheration) LP&L shall be rosponsible for providing
necessary power at Waterford 3 during such period in
accordance with Good Utility Practice and Section 3.5
herein.

ARTICLE V.
NSP N _RI

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 Operating Agreement,
(1) SERI will submit for LP&L's review and approval the
total annual construction budget for Waterford 3, the annual

operating and construction programs (as used herein the term

.16-
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"annual operating and construction programs" shall include
details of the budgeted costs for those pregrams) 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
agren 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 c¢f Operation. LP&L and SERI
recognize that mutually agreeable adjustments may be made to
such maximum am>unts to be paid rnd/or to the previously
approved construction budget, operating and construction
programs or the components of SERI's five-year b;oinoal 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 obl. ‘ations under Section 6.2, LP&L
agrees to pay any and all Costs of Operation and Costs of
Capital Improvements within ouch 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
éxpenditure limitations or which differ materially from the

types of expenditures reflected in the construction budaet
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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 cbtain LP&L's approval regardin, “ojects which are
reasonably anticipated to cause a material change to the
components of the then-current SER! five-year business plan
that relate to Waterford 3 as previously approved by LP&L.
5.2 Payment and Billing. Subject to Section S.1
above and in accordance with procedures to be agreed upon in
writing by the parties, SER! 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 Iaprovom;ntu
expected to be owed by LP&L for the next succeeding period.
LP&L shall promptly deposit in the bank account(s) to be
established pursuant to Section 5.3 such funds as shall be
adeguate to pay SER! ard 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
which SERI, as agent, has approved and has directed the
third party to provide direct billing to LPSL. Payments of
the Costs of Capital Improvements and Costs of Operation
specifiec herein shall be made notwithstanding the

availability or lack of availability of Waterford 3 to

18-
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produce power. No payment made pursuant to this Operating
Agreement shall constitute a waiver of ary 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, in a manner that will
indicate the custodial nature of the accounts, for the
deposit by LP&L and disbursement by SER! or LP&L of Costs of
Capital Improvemencs and Costs of Operation.

5.4 Audit and Adjustments. SER! shall maintain
books and records to support the Costs of Capital
Improvements and Costs of Operation for such pcr;od of time
as LP&L shall direct. From uime to time, LP&L may, and SER!
shall permit, at LP&L's option and expense as aprropriate .
in 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 authorities having
juriscdiction, audits of the books and records of SERI. Such
audits shall be conducted at reasonable mutually agreed upon
times, with agreement not being unreasonably withheld.
Further, SERI shall make available to LP&L a copy of any

audit reports prepared by or at the regquest of SER!

e19-
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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 rursuant to this
Article V. SERI shall credit iLi&! i ‘ecoveries, whenever
received, from third parties and shall charge o credit LP&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
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 Rel d Limit no iabi . To the

fullest extuant 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
share 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 SERI's Operation of
Waterford 3 or for any damage thereto, whether arising in

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

.20.
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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
au' hority, unless such damages, claims, causes of action,
losres and/or expenses (other than Consequential Damages,
which shall not be recoverable from SERI in any event) shall
have resulted from the Gross Negligence and/or Willful
Misconduct of SERI. In no event shall SER! or its agents,
officers, directors, shareholders or enployees be liable to
LP&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 f r any
Consequential Damages. The duty of SER! to perform its
obligations under this Operating Agreument in ncéordanco
with Good Utility Practice shall be construed or modified to
the extent necessary to give full effect to the provisions
of this Article VI.
5.2 Indemnities.

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

its agents, officers, directors, shareholders and employees,
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a8 a result nf the performance of duties pursuant to this
Operating Agreement otherwise incur any liability to any
third party, any amount paid by SERI on account of such
liability ~hall be considered Costs of Operation to be paid
by LP&L pursuant to Article V.

B. Except for such injurics or damages
(excluding Consequential Damages) which arise out of the
Gross 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 SER! and its agents, officers,
directors, shareholders and employees harmless, to the
fullest extent permitted by applicable law and r;andlcon of
alleged or actual fault, strict liahility, and/or sole or
concurrent negligence 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 Operating
Agreement. It is further agreed that LPSL shall indemnify
and hold SER! and its agents, officers, directors,

shareholders and employees harmless regardless of actual or

-22-
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LP&L, after consultation with SEPI, shall determine 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 siid terminaticn 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 necersary 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 3.

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, unless sooner terninated as provided
hereinafter, it shall remain in effect, subject (o Section
8.2 below, until Waterford 3 shall have been retired and
decommissioned in accordance with all applicable regulatory

and governmental requirements and the parties hereto agree

.24
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in writing, with agreement not to be unreasonably withlield,
that all responsibilities hereunder have been fulfilled.

8.2 Terminatior. 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
nNecessary 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 iatention to effect such termination. In
addition, this Operating Agreement shall be cancelled to the
extent and from the tiwe that performance hereunder may
conflict with any rule, regulation or order of the
Securities and Exchange Commission adopted bc!or; or after
the execution hereof. SER! agrees that ary and all
licenses, permits, records, books, privileges or rights
acquired by SERI 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
limitat‘on of liability provisions contained in Article VI
shall survive termination to the extent they pertain to
events giving rise to much 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

38«
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required to have been made by LP&L t¢ SERI or by SERI to
LP&L, ao tlie 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 PROVIDED TO LP&L

9.1 Reports to LPSL. Wwhen required by LPSL, SER!
shall provide data and/or reports to LP&L to support Costs
of Capital Improvements and Costs of Operation payable by
LP&L mo as to allow LP&L to comp.iy with any applicable laws
and any rules and regulations promulgated by regulatory
authorities. SERI shall also comply with any other
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 other
regulatory authorities.

ARTICLE X
TRANSFERS OF PERSONNEL

10.1 Transfer. LP&L employees who are selected by

"PAL and “"RI as being necessary or appropriate for the
.Ation of Waterford 3 will be transferred to the complete

and direct cortrol of SER! as of the Effective Date of this

Cperating Agreement and shall remain under such contrel for

26
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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 fer the
benefit of, any such employees, including without limita-
tion, the right to employment for any particular term).
Those employees transferred to SER!I shall perform services
designated by SER! in accordance with SERI rules, regula-
tions, and safety or health procedures, but LP&L shall
remain ultimately responsible .o reimburse SERI 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 cbjective of the
parties hereto that SERI 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 such employee for
accrued benefits under LP&L's Employee Benefit Plans (as
defined in Section 3(3) of the Employee Retirement Income
Act of i974) 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 Plar esta-
blished by SERI, the reservation of funds in the existing

trust fund uncer an Employee Benefit Plan sponsored by LPSL,

.27-
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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 establishey by it to an
employee transferred to it by LP&L, SERI shall give credit
for service by such employee with LP&L as if such service
had been performed by = 'eh transferred employee for SERI!
unless LP&L shall make provision for the direct payment by
it of such benefits “o the transferred employee. If LP&L
decides to effect a transfer of assets and liabiliiies
attributable to the accrued benefits of transferred LP&L
employees to an Employee Benefit Plan uaintatnod‘hy SERI,
LP&L and SER! 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 Directorw of LP&L and of SERI.
ARTICLE XI.
M1SCELLANEOUS

32:3 € de ty. Either party may, from time

to time, come into possession of information of the other

party that is confidential or proprietary (including,
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approval shall be void. Subject %o the preceding sentence,
this Operating Agreement shall be binding upon and shall
inure to the benefit of the parties and their raspective
sSuccessors and assigne.

11.4 Coverning Law. The validity, interpretation
and performance of this Operating Agreement and each of its
provisions shall be gnverned 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 SER! or from SERI to LP&L, as 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 paity to delasy or
withhold payment due and owing under this Operating
Agreement, except that LP&L shall have the right tu 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 reguired by this Operating
Agreement shall be in writing and shall be deemed to have
been given when 'sited 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:

.Jo.
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If to SERI:

System Energy Resources, Inc.
Post Office Box 23054

Jackson, Missiscippi 39215
Attention: President

If to LP&L:

Louisians Power & Light Company
317 Baronne Street

New Orleans, Louisiana 70112
Attention: President

11.7 Amerdments. This Operating Av.eement 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 partnership
duty, obligation or liability upon SER! or LP&L or to create
any agency relationship except as expressly granted herein.

11.9 Coun*arjarts. This Operating Agreement may
be executed simultanvously in two or more counterparts, each
of which shall be deemed an original, but all of which
together shall constitute one and the same instrument.

11.10 Force Majeure. SER! shall not be in default
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

-Jl.
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such failure of performance is due to Force Majeure. LPS&L
shall not be in default in performance of any duties or
obligations hereunder (other than any obligatior to pay
monies to or at the direction of SER! as provided in this
Operating Agreement) if uch failure of performance is due
to Force Majeure.

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

11.12 Entire Agreement. Thnis 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 pariies hiuve executed this
Operating Acreement by their duly authorized

representativos.
SYSTEM ENERCY AESOURCES, INC. LOUISIANA POWER & LIGHT COMPANY
BY: BY:

TITLE: TITLE:

DATE: DATE:

33




EXHIBIT A TO

OPERATING AGREEMENT

SWITCHING STATION, SWITCHYARD, TRANSMISSION
W

MEMORANDUM OF UNDERSTANDING

This Memorandum of Understanding is executed by
and between Louisiana 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 SERI and
LP&L dated » 1988 (the "Operating Agreement");

WHEREAS, prerequisite to amending the Witerford

Steam Electric Station Unit No. 3 ("wi") Oparntihg 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 requested 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




chyard and related
. FORE,
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1.

1.

1.2

1.3

Switching Station equipment will advise the
on-duty SERI shift superintendent of entry
and anticipated curation of stay.

Exclusion Area Contrel ~ As necessary to

comply with federal regulations, SER! shall
have authority to exercise complete control
over LP&L property and easements in the
Exclusion Area, as defined in the w3
Updated Yinal Safety Analysis Report
("Exclusion Area"), and to determine all
activities within that area (including
exclusion of LP&L personnel. coﬁerlctoro.
visitors, guests and othe) persons from the
plant and the switching station). To the
extent practicable, SER! will exercise this
control in such a fashion that normal LP&L
use and access to the switchyard will not
be restricted.

Security

1.1.3.1 GCeneral - SER! shall have

althority to exercise complete
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1.1.3.2

control over the W3 Switching
Station and W1&2 and other LP&L
property in the vicinity of the
fSwitching Station and W1&2 for
purposes of providing security,
This authority includes the
authority to conduct interactions
with law enforcement agencies
which are deemed necessary by SER!
and the authority to file
associated civil or criminal
complaints agrzinst 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 -~ The partier shall maintain
Wl Switching Station and W1&2
perimeter fence gates in a locked
condition except when attended or
to allow ingress or egress. Key
control for the W3 Switching

Station gates and for W1l&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 patrol of the W3
Switching Station fence perimeter
and will make an occasional
security patrol of the Wl&2 fence

perimeter.

Maintenance - SERI will notify

LF&L of problems toqut}inq mainte-
nance, repair or replacement of
the Wl Switching Station and Wl&2
perimeter fences, gates, locks,
lights or other security related
devices or egquipment 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 W), LPAL will

provide such maintenance or effect
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repair or replacement or correct
the condition of which it receives
notice in a ressonable time

period.

1.1.3.5 Security Response - SERI 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 eguipment.

1.2 230KV Switchyard

1.2.1

1.2.2

Access Control =~ LP&L will have

unrestricted access to the real property
owned by LPA&L and designated as the
Waterford 230KV switchyard, facilities,
equipment and personal property located on
that property.

Exclusion Area Control - The \iaterford

230KV switchyard is not in the Exclusion

area.
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1.2.3 Security

1.2.3.1 General - SER! shall have
authority to exercise complete
contreol over the 230KV switchyard
and other LP&L property in the vis
cinity of the 230KV switchyard for
purposes of providing security.
This authority includes the
authority to conduct interactions
with lav enforcement agencies that
Are dec eod necessary by SER! and
the authority to file associated
¢ivil or criminal complaints
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.

1.2.3.2 Locks - LP&L shall maintain 230KV
switchyard perimater fence gates
in a locked condition except when

attended or to allow ingress or

o’o
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1.2.3.3

1.2.3.4

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

Patrols - SER! will make a regular
routine security patrol of the

230KV switchyaid fence perimeter.

Maintenance - SERI will notify
LP&L of problems requiring mainte-

nance, repair or roplnéonont of
the 230KV switchyard perimeter
fence, gates, locks, lights or
other security related devices or
equipment or of other conditions
that may affect security. LPS&L
will provide such maintenance or
effect repair or renlacement or
correct the condit; «. which it
receives notice 1" a +¢: .2mable

time period,
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1

.3

1:.2:3.8 Security Response - SERI will

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

of security devices or equipment.

Mineral Rights - LP&L will not xercise its right
to explcre or recover mineralis in any area within
the Exclusion Area or convey or lease its mineral
rights within the Exclusion Area to any third
party without SERI approval. Further, LP&L will
cooperate witlhh SERI as necessary to assist in
control of mineral exploration or recovery

activities in the Exclusion Area.

2.0 OQPERATION

2.

1

Switching Station - SERI will make regular rounds
of the W3 Switching Station to make observations
of equipment and facilities and cbtain readings of
appropriate equipment parameters. SERI will

conduct other routine activities as requested by
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LP&L and provide LP&L with appropriate reports as
to findings during these activities.

2.2 W3 Switching Station and 230KV Switchyard
Operation - LP&L will normally operate egquipment
located in the 230KV switchyard and SERI will

normally operate egquipment in the W3 switching
station. SER? will provide operating 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 to opcr;tion of
equipment. LP&L will cperate 23CKV switchyard
equipment as necessary for maintenance to be
pecrformed in accordance with Section 3.0 and may
return equipment to service upon completion of

maintenance.

2.3 W1l&2 Operation - The activities associated with
operation of W1&2 which are to be performed within
the Exclusion Area ate unrelated to operation of
W3 and, therefore, will remain under the

operational control of LP&L.

*10=
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3.0 INTENANCE

3.1 W3 Startup & Auxiliary Transformer - SERI will

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

of location.

3.2 W3 Main Transformer - SERI will maintain
(including necessary repair .c replacement’ the
main output transformers. Upon request by SERI,
LP&L will review maintenance arrangements between
SEPI and its contractors for major maihtcnancc,
repair or replacement activicies with respect to
the main output transformers, and will provide

oversight of those maintenance activities.

3.3 Switching Station & 230KV Switchyard - LP&L will

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

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

parts for equipment covered by Section 3.0,

s1le
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Wl&2 Maintenance - Maintenance activities for W1&2

are unrelated to operation of W3 and, therefore,

will remain under the operational control of LP&L

.0 COORDINATION

9.2

REV1]

Outages - SERI will coordinate planned plant

outages with LP&L. The LP&L dispatcher and the

system dispatcher will be informed as a minimum.

Power Supply - LP&L will coordinate with SERI all
activities which will directly affect power supply
to W3. As a minimum, the SERI operatj
superintendent

dispatcher o
nance crew during the planning
activities.
advance and the detailed
activities will be coordinated with ¢

fahift superintendent or shift supervi

EW AND APPROVAL

LP&L Responsibilities =~

|

review and approval
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changes, tests or changes in the conduct of other
activities that might affect the safe operation of
W3, compliance with regulatory requirements and/or
commitments involving 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 SERI Responsibilities - SERI will review any such

proposed changes and tests in accordance with
applicable commitments and regulatory regquirements
and will obtain NRC approval if required.

6.0 PROCEDURES
LP&L recognizes that it must respond to the critical
nead to provide power in ar emergency and will assure

that procedures are in place to make operating and

maintenance personnel aware of such need.

7.0 TRAINING

3ERI will provide regular training (on a schedule
agreed to by LP&L and SERI) to appropriate LP&L
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8.0

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

COMPENSATION

Costs incurred by SERI 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 SERI ghall 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 requirements
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applicable to nuclear power plants. If regulatory
approval is needed, SERI will obtain the approval prior
tu execution of the modification or amendment. This
Memorandum of Understanding and the Operating Agreement
are intended tc be complementary, and in the event of
any ainconsistencies 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, II1I Date
President and Chief Executive Officer
SYSTEM ENERCY RESOURCES, INC.



EX'IBIT B TO
OPERATING AGREFMENT

Ec RGENCY 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. (SERI) and Louisiana Power & Light
Company (LP&L). This Agreement is being executed pursuant
to the Operating Agreement, dated , 1988,

between SERI and LP&L (the "Operating Agreement"),
Article 3, Paragraph 3.3(2).
ARTICLE I
RGE PLANNING EQUIPMENT AND FACILITIE

1.1 ACCESS. Paragraph 3.2 of the Operating Agreement
grants SERI unrestricted access to equipment 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 SERI to operate Waterford 3 in
accordance with the Operating License and other
applicable regulatory requirements, LP&L agrees to
provide SERI, its aigents, employees and contractors
unrestricted access, upon request, to specific

additional equipment and facilities located off the
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Waterford 3 site, including, without limitation, access
for emergeincy training exercises, emergency drills and,
on a first priority basis for an actual emergency.

1.2 INVENTORY. An inventory of the specific offsite
equipment 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 equipment and tacilities. Such
revisions shall only be made with the written
concurrence of designated LP&L and SERI
vepresentatives.

ARTICLE 1I1I

LP&L PERSONNEL SUPPORTING THE WATERFORD 3
. EMERGENCY PLAN _

2.1 PERSONNEL SUPPORT. LP&L will rrovide personnel to

support the wWaterford 3 Emergency Plan, including,
without limitation, personnel to staff the Corporate
Command Center, the Emurgency News Cen*er and to act as
Rumor Control operators. These personnel shall be
provided by LP&L upon request by SERI Fo support

emergency training exercises and emergensy drills and

on a first priority basis for an actual energency.
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By:
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1

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 1I1i
TERMS AND CONDITIONS
This Memorandum of Understanding is intended to
supplement the Operating Agreement by npcciiyinq
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 srall be governed by the Operating

Agreemant.

SYSTEM ENERCY RESOURCES, LOUISIANA POWER & LIGHT
INC.

COMPANY

By:

Title: Title:
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ARKANSAS PUBLIC SERVICE COMMISSION

\
\
IN THE MATTER OF THE APPLICATION )
ggnaig::sas POWER & LIGHT COMPANY ) e sl
CRITY TO OPERATE ITS ) |
NUCLEAR GENERATING FACILITIES, ) DOCKET No, ¥¥-/VE-L
ARKANSAS NUCLFAR ONE, UNIT 1 AND )
UNIT 2 PURSUANT TO AN OPERATING )
AGREEMENT WITH SYSTEM ENERGY )
RESOURCES, INC. )

APPLICATION

Comes Arkansas Power & Light Company (AP&L) and files
herewith iis Application for authority to operata ‘and mainiain
its nuclear-fueled generating facilities, Arkansas Nuclear One
Unit 1 (ANO-1l) and Arkansas Nuclear One Unit 2 (ANO=2) pur=-
suant to an operating agreement with System Energy Resources,
Inc. (SERI) and in support thereof states:

1. APEL is a corporation organized and existing
under the laws of the State of Arkansas and is engaged in the
buniﬁul of generating, transmitting and distributing slectri-
cal pover and energy as a public utility as defined in Act 324
of 1935 as amended. The principal place of business of APEL
is Suite 4000, Capitol Avenus at Broadway Street, Little Rock,
Arkansas. Its mailing address is P. 0. Box 551, Little Rock,
Arkansas 721303, The articles of incorporation, as amended,
for APLL are on file with the Commission and are incorporated
herein by reference. Pursuant to Rule 2.03 of the

Commission's Rules of Practice and Procedure, the individuals



to whom notices are to I'e addressed and who should be shown on
the official service list for APLL are

Michael B. Benis

Executive Vice President - Operations

Arkansas Power & Light Company

P. 0. Box 551

Little Rock, AR 72203

Phcrie: 377-3530

and

Kent Foster

Mitchell, wWilliams, Selig & Tucker

1000 Savers Federal Building

Little Rock, AR 72201

Phone: 688-8811

2. The Commission has jurisdiction over APLL and
over the subject matter of this Application pursuant to
Section 41 of Act 324 of 1935, the same being Ark. Code Ann.
§ 23-3-201.

3. APLL presently owns, maintains and oparates two
nuclear-fueled generating units on a common site, 3aection 28,
Township 8 North, Range 21 West, in Pope County, near Russell-
ville, Arkansas. On October 2, 1967, this Commission entered
an order in Docket No. U-2084 granting to APLL a certificate
of convenience and necessity to construct, operste, and
maintain an 800 megawvatt (nameplate) nuclear-fueled stean
electric generating unit, with step-up transformer and otner
related facilities, at the site in Pope County. (A copy of
this order is attached as Application Exhibit A.) On Septen-
ber 16, 1970, this Commission entered an order in Docket No.

U~2286 granting to APLL a certificate of convenience and



necessity to construct, Operate, and maintain a 950 megawatt
(nameplate) nuclear-fueled steam electric generating unit,
with step-up transfosmer and other related facilities, at the
site in Pope County, (A copy of this order is attached as
A plication Exhibit B.)

4. Pursuant to the certificates granted by this
Commission, ANO-1 was constructed and placed into commercial
operation in December of 1974, and ANO-2 was constructed and
placed into commercial operation in March of 1980. Both units
have remained in commercial operation since the date theay wvere
originally declared tec be in commercial cperation and have
continuously provided service to AP&L's Arkansas retail
customers, except for periods when the units have been out of
service for required maintenance or refueling.

L APEL is a wholly owned subsidiary of Middle
South Utilities, Inc. (MSU). MSU also owns the common stock
of Louisiana Power & Light Company (LP4L), which is licensed
by the Nuclear Regulatory Commission (NRC) to possess, use and
operate the Waturford Steam Electric Station No. 3 (Water-
ford 3) unear Taft, Louisiana. In additien, MSU owns the
comuon stock of SERI, an Arkansas corporation which is
licensed to possess, usce and operate the Grand Gulf Nuclear
Station Unit 1 (Grand Gulf 1) near Port Gibson, Mississippi.

6. SERI, formerly Middle South Energy, Inc. (MSE),

was formed in 1974 to construct, finance, and own baseload



generating units. On July 22, 1986, the Board of Directors of
MSU and MSE took action to change the name of MSE to SERI and
to authorize transferring to SERI from Mississippi Power &
Light Company all responsibility for the operation of Grand
Gulf Unit 1 which wvas accomplished on December 20, 1986. At
this time SERI owns and finances its 90% ownership interest in
Grand Gulf Unit 1 and operates the plant.

7. For the reasons set forth above, AP&L and MsU
desire that SERI become the system-wide nuclear operating
company for the Middle South Utilities Systen. It s
therefore proposed that SERI, in addition to operating Grand
Gulf Unit 1, will assume operating respensibility for, but rot
ownership of, ANO=1 and ANO-2. Payment for operation of the
plants will be at cost in accordance with the provisions of
the Public Utility Holding Company Act of 1935 and the rules
of the Securities and Exchange Commission thereunder. SERI
vill'. enter into a substantially identical arrangezent with
LPEL to assume operating responsibility for, but not swnership
of, Waterford 3. The proposed assumption of operating
responsibility will be accomplished by the operating agreement
batween APLL and SERI authorizing SERI to oparate ANO~1 and
ANOC=~2. Said Operating Agreement is attached hereto as
Application Exhibit cC. The assumption of operating
responsibility by SEZRI fo ANO-1 and ANO-2 will not impact




existing plant ownership or ownership or entitlements to
capacity and energy.

8. The technical qualifications for SERI to carry
out the operating responsibility for ANO-1 and ANO-2 will meet
Oor exceed the qualifications of AP&L. SERI wi)l assunme
responsibility for and control over the physicel construction,
operation, maintenance, and liceneing of the facilities. The
present ANO-. and ANO-2 nuclear organizations will be trans-
ferred essentially intact to SERI. Therefore, the technical
qualifications of the proposed ANO-1 and ANO-2 organizations
will be at least equivalent to those of the existing organi-
zation.

9. As a result of the consolidation of nuclear
operations into one System nuclear operating company, the
proposed plan is expected to provide significant savings to
APEL's Arkansas retail custoaers. Specifically, it is
projected that after a four-year 'mplementatior periocd, the
proposed consolidation will result in annual savings in
operating and maintenance expensas for APLL through operations
©f ANO=1 and ANO-2 of approximately 7.6 millien. In
addition, APEL will realize 36% of the operating and
maintenancs savings to be achieved by SERI through
consolidation at Grand Gulf 1 which are expwcted to amount to
approx.mately $2.4 million per year after the four-year

implementation periocd. Once implementation begins,




the savings will build over time as each change is made.
Though implementation costs initially will reduce the
benefits, net operating and maintenance savings for all of the
units will still be approximately $45 million during the
four-year implementation periocd.

10. Additionally, the following benefits are
expected to be achieved by the proposed consolidation of
operating responsibility for System nuclear plants into SERI:

4. SERI, as an operating company for multiple
reactors, will be a repository for System nuclear operating
expertise and experience. Presently, there is a wealth of
nuclear operations talent spread throughout the XMSU Systen.
Consolidation of this talent into one company should have a
synergistic effect. The change will enhance the already high
level of public safety and cost effective plant cperation.

b. Consolidation of talent not only will result
in l Rerger of expertise and experience for Systen~wide
nuclear operational support, but it also should permit tre
specizlization of expertise in certsin creas that =ight not
otherwise be developed if each of the companies continue to
operate thuir soparate facilities.

€. A single company responsible for all nuclear
operations in the MSU System will allow development of a
consistent philosophy which will be specifically designed for




nuclear pl/nt operations. This focused philosophy can be uced

to maintain excellence in all aspects of ruclear cperation.

d. As a result of the proposed consolidation,
there will be more effective communication and use of Systen
nuclear operating experience. For aexample, lessons learned
through the operation and maintenance of the Systen's
nuclear-fueled generating facilities will be shared promptly,
efficiently, and consistently among the units.

e. Certain non-nuclear support functions are
expected to become specializad and focused or che reguirensants
©f all of the System's nuclear units and will thereby be more
effactive.

f. Placing all of the MSU nuclear-fueled genera-
ting facilities under the management of one company will
provide a broader bise and more competitive environment for
senior management candidatas who are specialized in nuclear
povclr genaration. The proposed consolidation should provide
an environment in which all employees continue to be motivated
towvard high performance. SERI will provide greater opper=-
tunity Yor career progression and thus greatar cppertunity to
retain valued szployeas.

g. The proposed consolidation will permit
nuclear managers to focus entirely upon the special nesds,
qualifications, and reguirements cllowving SERI to re competi~

tive in the market for skilled nuclear professionals.




“l. Submitted herewith in support of this
Applicatio ) is the Prepared direct test.mony of Jerry L.
Maulden, President and Chief Executive Officer of Arkansas
Power & Light Company; William Cavanauga ITI, President and
Chief Executive Officer of SERI; lLee W. Randall, Senior Vice
President - Finance and Administration and Chief Financial
Officer of Arkansas DPover & Light Company: and Robert A.
Irvin, a partner of McKinsey & Company, & management
consulting firm.

WHEREFORE, AP&L rsspectfully prays that this
Commission enter an order granting to AP&L authority to
operate ANO-1 and ANO-2 through the attached operating
Agreement with SERI and for all other proper relief,

Respectfully submitted,
ARKANSAS POWER & LIGHT COMPANY

L4

Micrael B. Banis
Executive Vice President =~
Operations

MITCHELL, WILLIAMS, SELIG & TUCKER
1000 Savers Federal Building
Little Reck, Arkpnsas 72201

K

Attorneys for Arkansas Pover & Light
Company

Foster



STATE OF ARKANSAS)

)ss. YERIFICATION
COUNTY OF PULASKI)

I, Michae. B. Beuis, Executive Vice President -
Operations of Arkansas Power & Light Company, on ocath state
that I have read the foregoing Application and the statements
made therein are true and correct to the best of ny knowledge
and belief.

Michae) B. Benis

msauuo AND SWORN to before me, a Notary Public,
on this _7_ day of October, 1988.

Nowess A Cagan .

Notary Puplic

My Commission Expires:
[1-1-90
(8§ EA L)




CERTIFICATE OF SERVICE

I, Kent Foster, do hereby certify that a copy of the
toregoing Application has been mailed %o Attorney General

Steve Clark, 4‘'n \nd Center streets, Little Rock, Arkansas
72201, this 72\ day of octuber, 1988.

A3

nt“Foster




APPLICATION EXHIBIT A

ARXANS AS
FUBLIC SERVICE COMA1SSION

PRESENT: ' At & sesslon of the Pubite Service
Levis M. Robinson, Chalrmen Commisnion held (n itse offices,
J. M. Malona, Commissionsr Justice Bullding, Capitel Crounds,

Robert C. Downie, Commissioner Little Rock, Ark,, October 2, 1947,

IN THE MATTER OF TNE APPLICATION OF)
ARKANSAS POVER & LICNT COMPANY FOR )
A CERTIZICATE OF CONVENIINCE AND
NECZSSITY TO CONSTRUCT, MAINTAIN ;
AND OPERATE A NUCLEAR CENERATING
UNIT, VITH RELATED PACILITIES, ON DOCKZT WO, V2004
A SITE ON A PENINSULA INTO THE
DARDAMELLE RESERVOIR, SECTION 28, )
TOUNSHIP 8 NORTH, RANGE 21 WEST, IN)
POFZ COUNTY, ARKANSAS MZAR wmu.-;
VILLE, ARKANSAS,

On Septamber 15, 1907, Arkanses Powver & Light Company filed
#n applicacion seeking & cercificate of convenience and necuasity
£0 construct and maintain and operate an 800 megevact (namsplace
vating) nuclear fusled genersting station, widh stepup transforsers
ond velaced facilicies and appliences, sear Russellville, Pope
County, Arkansas,

Pursuant to sn order of the Commission, notice of heaving vas
L8susd and served secting the Application for hearing, wvhich was
held on Septemoar 29, 19.7, in the haaring room of the Commisnion,
Justice Mullding, Little Roek, Arkansas,

Trom the evidence and tastimeny Latroduced at the hearing,
and from othar racerds and inforvation L the Comm.isier.'s files,
the Commisnion makec the following findings:

1. The Comm.ssior har jurisdiction eves the Applicant and
V& subject maiter of thr application,

2, Arkensas Powes . Light Coupeny propesss to comstruct,
salncain and operate wn 800 megevett (nameplate raring) mueles:
fualed steas slecerie feting wait, Aneluding stepup iransforsars
and otaar necessary reloted facilities and appliances, ot & site
situmated oo 4 peninrula An the Davdanalls Reservolr near Fussellville
Pope County, Arasmaas. The major portiov. of the plant snt related
Saellicies vils be located in Section 20, Township 8§ Nerth, hange
I\ Nast, Pope Joumty, and the alte includes aporeximately 1200 acres
An Section 18 and surreunding sections, an ares of such slne baing
nevessary for ohe wnit and relatec faclilicien and o meet Tequires
wents cf the Ateaie Energy Commlnsion, The propesed unit will be
dasignad and enginesred by the Bachtel Corperation, which concern
the Company hat employed for tils purposs, Bechtal Corperation will
alsc suparvies the coenstruction. The Company witneassgs repreasentad
that tne Bachtal Corporation Lo an experienced concearn with &
nationel Teratatior and has gesirnad sad eomatructead & nusber of
ohm. . or nucinar wnits for other w.ectrie utilitios threughout the
esunery, Tre Company's vitnesser gensrally revieved cthe spacifices
Cloms, capcvilition and ovaration of various fentures of the propesed
WRAE ane Atated that Lt wvas expected to be e mest efficiant genars
ARAAgL L en Lcs eysten. The Compan: has determined that there is
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40 sconcmic advantage in using nuclear fusl as 3 fuel supply for the
proposed unit, and has made atrengemants for o four-year supply of
suclear material. The Company L4 Ln the procses of preparing the
necesdary spplications for filing with the Atomic Energy Commission
for & comstruction licenss, operating permit and other necessary

rmits. The Company vitnesses testified that the proposed unit was
ocated on the Pope ty site barause of the sbundance of cooling
water from the Arkensas River Dardanelle Reserveir, sultable gees
grophic and foundation conditions, neardby river, rail and highwey
transportation facilities, and neardy transsission fecilicies of the
Company. Encopt for sbout 220 scres owned 2y the United States in
and adjecent to the reserveir, the Company has secured options for
subscantially all of the necessary lands end cxpects to purchase or
c-'::- these lands and to obtain other required sssemencs and
permits,

3. The Company vitnesses tescified that the location, desipgn,
capacity and genaral construction of the proposed generating unit
are based upon cthe beat sconomic and englneering deterainations that
could be aade by fte cechnical scaff afcar comsultation with retained
independent axperts., Company vitnesses aleo costified .= to the
results of Lt load studles shoving projectead losds and requiresants
of 4ts custommrs ia 197) and thersafter. The requiresenrs of the
presant and future custemers of the Company are such that the cone
struction of the addicional genarating unit propossd in this appli-
catica Lo nacessary An order te enable the Company to saet the needs
and denands of Ate present and future customers for ever incresasin
quantitiens of slactric enargy.

4, The Company, following suthorisstion from this Commission,
plans to file un applicecion for a comstruction licenss with the
Atomic Enargy Commission which exercises rigid contrnl over conatruee
tlion and operating safeguards of all nuclear plants, A2 soon a8 the
Atomis Energy Commission licenses and approvals are obtained as
raquired by Fedaral lav, the Company proposes to stert construction
of the proposed genarasting unit., The Company estimetes hat the
genervating unit, cogethar with Ats sctapup transformars snd othar
nacessary facilicias and appliances vill be ready for opeiation on
or about Deceamber 31, 1971, subject 1c ponaible dalay in construes
tion and delivery of matarials, squipment and suppliag,

. The Compeny estimetes that the conatruction conf of the
propuced vating fecllicy will be appremimncely F14C, GOU,000,
which will be fncurved during che vears 1967, 1963, 1,08, 1970, 197},
1972, and parkape 1973, These conotruction weats will Lt Jin'need [von,
funds genaratod ftrom the Company's opevations ond from thy met Jros
conds wvhich the Company mey realise froe o s le of capital serure
ftian vhich the Company will Lesua &n suah seeenr  and under rueh
conditions a0 this Commission and othar rugulate , sutnerities having
Juriadiccion may harasfter authorine,

G The Cemizsion finds thet the public ¢ wanlensr and
necessity vequires that the Company constevet, o .rate end malntain
the propesed 300 megevatt (namaplate rating) muclesr fueled gener-
ating station, stepup transforsars and relaced focilitios and
spplisnces, and that 4t 4s 4n the publ 3 Lnterest that this appli~
cation be approved,

IT 15, THERLTORE, ORDERED THAT:

Arkansas Power & Light Company be, and Lt Lo hateby, pranted
o covtificate of conveniorce and necessity Lo construct, operaie
and salntaln an 000 megaveit (nameplate) nuclear fusled stess
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electrie genavating unit, with stepup transformar end othar related
facilition, 2t L20 propessd site in Pope County, near Russallville,
Arkanses, as generally described snd specified La the record of
this procesding.

The Compeny 48 directed to file with this Commisaion ot
intervals of six (0) mouchs, beglaning July 1, 19GH, reports of the
Frogress madsa in the comscruction of the proposed facilicy.

This evder shall be La full force and effect from and after
date of Lts Lasuance.

5Y ORDEA OF THE COMMISSION
This 20d day of Octobar, 1967,

Lewis M. Robisson, Chatlrsan

J. K. Malems, Commissloner

Robart C. Dowvnis, Commissionar

3'7?., " '.f q a ,;,’*1..“-
ommis Castillow, Secrectary




APPLICATION EXHIBIT B

ASvIY318
TUILIC NV T COPMISSIOoN

PRESEINT: At & session of the Pubdlic Service
Lewis M. Rotinson, Chairman vomnmission held 4in its offices,
Farest C. Downie, Commissiones Justice lusxctn:. Capitol Grounds,
Don 8. Sesith, Comminaioner Little Rock, Ark., September 3, 1§7¢

I¥ THE MATTEN OF TFT APPLICATION OF )

ZRKNEAS PONER & LISHT COMPANY ®OR A )

C'7 [IFICATI OP CONVENIRMCE AND WZCES-)

2770 7O COVSTRUCT, MAINTATN AND OFCA-)

%A NUCLEAR GENEMATING UNIT, WITi ; DOCKET NO. U-2286
TS CTED FACILITIES, NN THE ARKAFSAS

VUULTAR ONE OPNERATI
SIT.ION 22, TOUNSNIP § NORTI, RANGE
21 VEIST, IN POPE COUMTY, .AKANSAS
YEAN RUSSELL7ILLE, ANKANSAS

SRRE®

On July 27, 1970, Arkarsas Pover & Lisht Company filsd an
a%nlication seeiting & certificate of convenience and necessity to
SCAstruct and aaintain and operate a 950 megawatt nuclear fueled

Seam electric wenerating station, with stepup transformers and
related facilities and appliances, on the Arkansas Nuclear One ger-
ersting station site near Pursellville, Pope Courty, Arkansas.

Tarsuant %o en order of the Cosmission, rotice of hearing
WRS 18suel and served on July 2%, 1577, setting the Apriicatien
Ter meari-C, which was held on Seoterier 3, 1§70, in the hearing
reom of tie Commission, Justice 3..iC.rg, Lisbis Rk, Arcaraan

From the evidence and tertinony introduced at the Rearirg,
And from other records and information in the Commiss.on's files,
tre Commission 3akes the follovang finc.ngs:

1. The Commission has jfurisdiction over the APBiicant and
the subject matter of the application.

2. Arkansas Power & Light Company preposes to eenstruct,
SALNATALN and opeTAte & 50 meravwatt nuclear fuesed steam electrie
CesArating unit, including stepup transforsers ard otrer necessAry
reiated facilities and avrliances o0 the Ariansas Luc.ear ORe pene
STATING station site. This site 18 ir Sectien 28, Towrrnip 8 Nertn,
Rance 21 Jest An Pore Countv, Arcansas and s located of a peninsule
JUtting cut into the blrllncilo Fegervelr crec.ed vy the (lantni ef
Tre Arkarsas Biver Ly tre Dardecel.e Sam. The site Ltselif censists
oFf enproxirite’'” -}3ﬁ Acrer. The unit site 18 located ir the ape
UFCILMETE Lu.v oo S0 B00 ONTAPe (.%0 004 A1 27 the proposed iand
AFSOL 38 b LTV 40 orCer S0 1C38%0 OtRer rrlAted fazilities te

ZeeT tHe CEerarcia of TR 2tn de raarev leccteaien TRLs site

rias tLren Db WBIRevel BY T.ie CERNiBlies s o2 B ARL frem o
COCLLBA0R. fe _WORPWBRLBLL BTIC.D 47T, TREA.. . ™ ABCLt 225 atfes
EWRi By L vl STATES Wil 3L TERRLAT 20 %t LAPOURR 0480

nenit e e Loris of Engined. s, o0 Cotpany f.i ALready purehase
00 ) o .20 Josd ALRAAN TR BPOBS.4. BLle.

. «fe TUUI00C MRLT ULl LF CelICTAL 3f. L irved by
Bec o3 u:. e DOURtEe A0) 8080 32831470 MiN1Si..s PAE pere
for eomy -~ 3 .. BEMMLNT L™ SR RS0 06%.  CM8r%i. b “ation~
Ai. krov : ot TAFE DL L9 i%e 33m0 fll. T2 Le terlerming

. ar .. ek TOF APGA. o o3 ladiedr Cve.
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4. The Company's witnesnes reviewcd the specifications,
caradilicies and operation of ~arious features of the oroposed
Unit., A cooling tower vwill be added to Unit Two to prevent the
discharce of large amounts of heated water into the Reservoir and,
according to company testimony, studies have indicated that the
s=all amourt of additional heated water which will be discharmed
will not significantly affect the temperature of the Reserveoir.

$. The Comoary has deternined and we find that there is
&N cconomic acdvantage in using nuclear fuel as a fuel supnly for
the nroposed unit., This 1s becaise even though the investmant for
a2 nedlear urnit 19 considerably in excess of that required for a
fosril fuel unit, the fuel costs are considerably lower and thuse
lower fuel costs offset higher carrying charges on the extra ine
vestzent for the nuclear unit. Also, the company's witnesses were
ef the opinion that the long tera source of energy for electrical
power gener.-fon will be from nuclear energy. The company has made
arrangesnts Jor the supply of the nuclear fuel.

6. The site of Arkansas Nuclear One was selected for the
prepesed Unit Two because: It nad been previocusly determined that
this was & good site from the standpoint of transportation and
foundations; only an ancremsental addition to the operating staff
woull be required; the site was purchased with the thought in mind
Th2t the ultimate developmnent would be 4t least two units, many of
the auxiliary facilities, such as the service bullding, chemistry
labs, machine shop, etc., will be available for use in connectien
wits the second unit; and svitchyard and transrission additions
will be less than would be required at # new site.

7. The Swepany 4 predaring and plans to file an applica-
tion for a construction license with the Atomie Energy Commission
whish exercises ririd control over gonstruction and oreratinrg sale-
gGuards of All NuUCLeA™ PLAnNtS. Al soon as the Atomic Energy Come
missien licerses and approvals are ottained as ro;uzroe by Fecderal
iaw, the Comcany proposes to start construction of the proposed
gereratang unit, The Company estizmates that the generati unie,
sozether with 1ts stepup transformers and cther recessary facili-
ti2s and appliances will Be meady for operatior on or adbout Dece
A )1; 2075, sullect to possidle delay in constructicn and de-
«ivary of mateials, equipmen: and supplies.

8. Very therough and lengthy stucies have been made with
rerard tn the effect or the anvircrment of this nuclear generating
unis. Tl ccapary will Be reguired to odtain perzits frea various
stite Ans feders. encies, including the Arkansas Pollutien Cone
tre. Comissiorn, pelcre the ~tomiec Energy Commission will issue
8 cENAtrLeticn pemadt. The comnany witnesses tastified that they
ware SAGL5740€ TRAT they could mees the er.teria for these pernits.

$. The locatior, desi ™, cavacity and menaral conutruction

of The Pru=2sed EENErAting Lfit AFr L2300 LO0N tre DeML esoremic
arc lngx'tcr:n’ QEOr=inAtinr: At 80Mae & UCE By R sompAnyY 'S
SO ALea: eRAfL After CONAJITATIAY WASE FeTAlne L Lnaependent fxe
TOTES,  CORDATY WATHORRWr TA9TLT 00 BA %C e Tisu.tt o %8 load
st ien NOWLInd PrCiected 1o%: Al TEQUiIrENErtS Cf Lt customars
An J)TE ang therealter. TRe reiLirements of the present and future
CUNLODERL 0F TRE PCREAN A0 ALif TRAY The corstrustion of the ade

Lti0n2] sonaTASAINg undt 270207 . A% This cppllcation i necessary
TO CNALLe TRe CLNDANY TO medt T i r2ds ang dersnds of Lt present
Bre FLtUTE cuStomers For ever L leruasing quantities of e.ectrie
snaryy.

16, The conpany estimricg *“Rat the eonsirustisr cost of
the propesed Fenerating falil.iy will be approximately £1£82,000,000
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whiih will be incurred durins tns vesrs 1970 1971 1972, 1973,
=574, 1975 and 1976. These cr itruction cost. wil be financed
foou funds generated from the c.aprny's operations and from the net
proceeds ¢h the company may realize from the sale of capital se-
cuirities which the company will iss.e in such amounts and under
sueh conditions as this Commission and . ther regulatory suthorities
baving Jurisdiction may hereafter authorise,

11. The Commission firis that the publiec convenience and
Necessity requires that the Comsany cornstruct, operate and maintain
the proposed 550 menavatt nuclear fueled steam c.ectric generating
unit, stepup Sransformers and related facilities and appliances,
and tg&t 1t 4s in the public interest that this application be ap-
proved.

IT 13, THEREFORE, ORDERED:

Arkansas Power & Light Company be, and it is hereby, granted
& certificate of convenience and necessity to construct, cperate,
And naintain a 550 megawatt nuclear fueled steam electric generating
UNit, wit: stepup transformer and other related facilities and ap-
liances at its proposed site which 48 on the site of Arkansas
ciear Cre in Fope County,near Russellville, Arkansas as generally
Qescribed and ppicified in the record of this procesding.

"he Company 1s directed to file with this Commission at in-
tervals *f six (6) months, , reports of the
prozress =ade in the construciion posed facility.

“als order shall be an full force and effect from and after
date wf Lts Assuance.

2Y ORDER OF THE COMMISSION
This 16th day of September, 1970.

—

Lewis M. Reobinseon, Chairman

Rodert C. Downie, Commisaioner

Don S. Saith, Comninsioner

- s

i
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Exhibit O-LI

BEFORE THE
LOUISIANA PUBLIC BERVICE COMMISBION

EX PARTE APPLICATION OF DOCKET NO. U~
LOUISIANA POWER & LIGHY COMPANY

CONCERNING AN OPERATING

AGREEXENT FOR LOUISIANA POWER

& "ICHT COMPANY’S WATLRFORD STEAM

ELECYRIC BTATION, UNIT NO. 3.

ARPPLICATION

NOW COMES Louisiana Power & Light Company ["LP&L" or the
"Company™, for this, its 2pplication requesting this Commission

to approve an Operating Agreement between LP&l, and System Energy

Resources, Inc. [SERI), by which SERI would assume the
management and the operation, but not the ownarship, of LPiL’s
Waterford Steam Electric Statior, Unit No. ) [Waterford 3), a
nuclear-fueled electric generating station located near Taft,

louisiana, and in support of this Application LP&L respectfully

shows as follows:




—

I.

LPEL is an electric public utility organized and existing
under the laws of the State of Louisiana with its general office
and principal place of business at 142 Delaronde Street, New
Orleans, Louisiana 70174, and is engayed in the manufacture,
generation, transmission, distribution and sale of electricity
to residential, commercial, industrial and governmental
consumers in forty~three (43) of the sixty-four (64) parishes of
Louisiana. LP&L furnishes electric service to approximately
570,000 customers.

II.

LPEL presently owns, manages and operates Waterford 3, which
was placed into commercial operation on September 24, 10685,

LP&L is the holder of a Facility Operating License for Waterford
3, No. NPF-38, NRC Docket No. 50-382, issued by the Nuclear
Regulatory Commission ["NRC") in connection with LP&L’s
ownership and operation of Waterford 3.

II1I.

SERI, an Arkansas corporation with its principal office in
Jackson, Mississippi, is presently licensed to, and presently
does, possess, usz and oparate Unit No. 1 of the Grand Gulf
Nuclear Station (Grand Gulf 1.

Iv.

Joth LPEL and SERI are wholly owned subsidiaries of Middle

South Utilities, Inc. ["MSU"), which also owns all of the common
2




stock of Arkansas Power & Light Company ["AP&L"), an electric |
public utility which owns and is licensed by the NRC to possess,
N use and operate two (2) nuclear-fueled, electric generating
units, Arkansas Nuclear One ["ANO"), Units 1 and 2, located near
Russellville, Arkansas.

v.
4 LPLL desires to enter into an Operating Agreement by which
SERI would assume operational responsibility for = but not
ownership of - Waterford 3 and by which SERI would be authorized
to operata - but not own - Waterford 3 as LPiL’s agent. SERI
would not furnish electric service within Louisiana as a resul*
of this transaction.

VI.

As such, SERI, in addition to possessing, using and
operating Grand Gulf Unit 1, would assume operating
responsibility for -~ but not ownership of -- Waterford 3. This
proposed assumption of responsibility as LPiL’s agent would be
accomplished by an operating agreement between LP&L and SERI in

the fors and substance of that attached hereto and made part

hereof, marked for identification herewith as Appendix 1. This
assumption of operation by SERI as LPiL’s agent would not alter
existing ownership or entitlement to capaci:y or energy from
Waterford 3 or plant ownership.
ViI.
Cecacurrent herewith SERI and APEL will make all necessary
filings with appropriate regulatory authorities cencerning a

3l




similar operating agreement between SERI and AP&L with respect
to AP&L’s ANO units.
VIII.

On July 1, 1988, LP4L filed with the NRC an Application to
Amend Facility Operating License No. NPF-38 in order to effect
the required regulatory approval by the NRC for the transfer of
operation of Waterford 3 to SERI. A copy of that filing is
attached hereto and made part hereof, marked for identification
as Appendix 2.

IX.

LPLL shows that this operating agreement is not an attempt
to alter the regulatory oversight of the Louisiana Public
Service Commission, as is evident from the Operating Agreement
(Appendix 1) and from the fact that activities in which SERI
engagas with respect to the plant would be activities conducted
as ygent for LP&L. Further, essentially all of LP&L‘s nuclear
operations department, which presently operates Waterford 3,
will be transferred to SERI, so that there will be no erosion of
the current high standard of expertise and safety presently
experienced in Waterford 3’s operations.

X.

The consolidation of all nuclear operations into a
system-vide nuclear operating company is expected to provide
significant savings. Specifically, it is projected that after a

four-year implementation period, the proposed consolidation will

result in annual savings in operating and maintenance (O&M)

4



expenses for LPLL through operations of wWaterford 3 of
approximately $6 to $8 million. 1In addition, LP&L will realize
savings to be achieved through consnlidation at Grand Gulf

Unit 1, which are expected to represent additional O&M savings
to LPE&L of approximately $1 million per year after the four-year
implementation period, for a total annual O&M savings for LP&L
at that time of approximately $7 to $9 million. 1In addition,

. several million dollars in annual capital reductions should be

realized from the creatiun of the nuclear management company.

Once implementation begins the savings will build over time as

| each change is made. Though implementation costs initially will
L reduce the benefits, net O&M savings for all of the units will
still be approximately $45 million during the four year
L implementation period.
f XI.
| Other benefits contemplated by consclidation of the nuclear
operations and management of ANO, Grand Gulf 1 and Waterford 3
in one company, which are discussed in greater detail in the
testimony attached hereto, would include:

A. Elimination of the duplication in manpower and

management responsibility resulting from the diverse

geographical location and separate corporate management

of the four (4) nuclear units involved:
B. Formation of a unified repository of system nuclear

operating expertise and experience;




Economies of ucale in the acquisition of materials and
personnel for nuclear operations; and
Assurance of the retention and attraction of highly
qualified employees in the specialized field of nuclear
pover gencration.

XII.

LP&L recognizes the Commission’s authority to review the
rate-making impact of this transacion at such time as that
impact may become known and measurable; howvever, this
transaction inveolves such a significant portion of LPilL’'s
operational and maintenance expenses, %8% of which expenses are
louisiana Public Service Commission-jurisdictional for
rate-making purposes, that LPLL desires to specifically seek
this Commission’s approval of this proposed transaction at this
time.

XIII.

The direct testimony of those vitnesses to be presented in
support of this application, together with the Appendice’ nd
the Exhibits of the witnesses, are attached hersto and filed
herevith as part of this Application.

WHEREFORE, lLouisiana Pover & Light Company prays as follows:

1. That this Commission promptly institute proceedings

related to the foregoing Application, so that the
Commission may issue an order on this matter nrior to

year-end 1988;




2. That, after such proceedings are had, this Commission
find that the Operating Agreement is in the public
incerest and approve the foregoing Application and

n approve the execution by LP4L and SERI of the Operating
Agreement: and

- I8 For all other orders and decrees as may be necessary, |

and for nll general and equ’table relief that the law

and the nature of the case may permit.

Thomas O. Lind i
Vice President - Regulatery Counsel |
LOUISIANA POWER & LIGHT COMPANY |
317 Baronne Straet

New Orleans, louisiana 70112 |

MONROE & LEMANN .'
” J. Wayna Anderson |
‘ McChord Carrico _ ;
W. Glenn Burns |

201 S€. Charles Avenue ‘
New Orleans, Louisiana 70170-3300
Telepione: (504) 586-1%00

|
ATTORNEYS FOR APPLICANT, !
LOUIS ' NA POWER & LIUST COMPANY ‘

|

WITNESSES:

James M. Cain |

Malcolm H. Mcletchie

William Cavanaugh III l

Robert A. Irvin :
|

Anticipated time of presentation:




STATE OF LOUISIANA
PARISH OF ORLEANS

SHELTON G. CUNNINGHAM JR., being duly sworn, did depose
and say:

That he is the Senior Vice-President of Louisiana Power
& Light Company, applicant in the above proceedings; that he has
read the foregoing Application and that he knows the contents
thereof; that the same are true as stated, except as to matters
and things, if any, stated on information and belief, and that
as to those matters and things, he verily believes them to be

true.

SHELTON G. CUNNINGHAM JR.

SWORN TO &W”QIIBD SEFORE ME
THIS DAY OF




Exhibit 0-5

BEFORE THE
COUNCIL OF THE CITY OF NEW ORLEANS

EX PARTE APPLICATION OF DOCKET NO. CD-88-
LOUISIANA PCWER & LIGHT CONPANY

CONCERNING AN OPERATING

AGREEMENT FOR LOUISIANA POWER

& LIGHT COMPANY'R WATERFORD BTEANM

ELECTRIC BTATION, UNIT NO. 3.

ARRLICATION

FOW COMES louisiana Power & Light Company ["LP&L" or the
"Company")] for this, its Application requesting this Council to
reviev an Operating Agreement between LPiL and System Energy
Resources, Inc. [SERI), by which SERI would assume the
management and the operation, but not the ownership, of LPil’'s
Waterford Steam Electric Station, Unit No. 3 [Waterford 3), a
nuclear-fueled electric generating station located near Taft,
Louisiana, and further requesting this Council to thereafter
state its non-cpposition to LP&L’s entering into such Operating



T ———

Agreement, and in support of this Application LP&L respectfully
shows as follows:
I.

LPAL is an electric public utility organized and existing
under the laws of the State of Louisiana with its general office
and principal place of business at 142 Delaronde Street, New
Orleans, lLouisiana 70174, and is engaged in the manufacture,
generation, transmission, distribution and sale of electricity
to aproximately 570,000 residential, commercial, industrial and
governmental consumers in forty-three (43) of the sixty-four
(64) parishes of louisiana, including the Fifteenth Ward of the
City of New Orleans (Algiers).

II1.

LPLL presently owns, manages and operates Waterford 3, which
vas placed into commercial operation on September 24, 1985,

LPLL is the holder of a Facility Operating License for Waterfor:
3, No. NPF-38, NRC Docket No. 50-382, issued by the Nuclear
Regulatory Commission ["NRC") in connection with LP&L’'s
ownership and operation of Waterford 3.

III.

SERI, an Arkansas corporation with its principal office in
Jackson, Mississippi, is presently licensed to, and presently
does, possess, use and operate Unit No. 1 of the Grand Gulf
Nuclear Statjon [Grand Gulf 1).




Iv.

Both LPLL and SERI are wholly owned subsidiaries of Middle
South Utilities, Inc., ["MSU"), which also owns all of the common
stock of Arkansas Power & Light Company ["AP&L"), an electric
public utility which owns and is licensed by the NRC to possess,
use and operate two (2) nuclear-fueled, electric generating

unites, Arkansas Nuclear One ["ANO"), Units 1 and 2, located near |

Russellville, Arkansas.

V.
LP4L desires to enter into an Operating Agreement by which |
SERI would assume operational responsibility for - but not
ownership of -~ Waterford 3 and by which SERI would be authorized |

to operate - but not own - Waterford 3 as LPLL’s agent. SERI

would not furnish electric service within Louisiana as a result

of this transaction.

vI.

As such, SERI, in addition to possessing, using and
operating Grand Gulf Unit 1, would assume operating ,
responsibility for -~ but not ownership of ~~ Waterford 3. This
Lr proposed assumption of responsibility as LP&L’s agent would be
accomplished by an operating agreement between LPLL and SERI in

the form and substance of that attached hereto and made part
hereof, marked for identification herewith as Appendix 1. This
assumption of operation by SERI as IPil’s agent would not alter




existing ownership or entitlement to capacity or energy from
Waterford 3 or plant ownership.
VIiI.

Concurrent herewith, SERI and APLL will make all necessary
filings with appropriate regulatory authorities concerning a
similar operating agreement between SERI and AP&L with respect
to APLL’Ss ANO units.

VIII.

On July 1, 1988, LPL&L filed with the NRC an Application to
Anmend Facility Operating License No. NPF-38 in order to effect
the required regulatory approval by the NRC for the transfer of
operation of Waterford 3 to SERI. A copy of that filing is
attached hereto and made part hereof, marked for identification
as Appendix 2.

IX.

LPLL shows that this agreement is rot an attempt to alter
the regulatory oversight of the Council, as is evident from the
Operating Agreement (Appendix 1) and from the fact that
activities in which SERI engages with respect to the plant would
be activities conducted as agent for LPLL. Purther, essentially
all of LPiL’s nuclear operations department, which presently
operates Waterford 3, will be transferred to SERI, so that there
will be no erosion of the current high standard of expertise and
safety presently experienced in Waterford 3's operations.



X.

The consclidation of all nuclear operations into a
system-vide nuclear operating company is expected to provide
significant savings. Specifically, it is projected that after a
four~year implementation period, the propooed conscolidation will
result in annual savings in operating and maintenance (0&M)
expenses for LPLL through operations of Waterford 3 of
approximately $6 to $8 million. LP&L will realize savings to be
ichieved through consolidation at Grand Gulf Unit 1, which are
expected to represent additional O&M savings to LP4L of
approximately $1 million per year after the four-year
implenmentation period, for a total annual O&M savings for LP&L
at that time of approximately $7 to $9 million. In addition,
New Orleans Public Service Inc. [NOPSI) will realize 17% of the
savings to be achieved through consolidation at Grand Gulf
Unit 1, which are axpected to amount to approximately $1 million
per year for NOPSI after the four-year implementation period.

In addition, several million dollars in annual capital
reductions should be realized from the crestion of the nuclear
sanagement company. Once implementation begins the savings will
build over time as each change is made. Though implementation

costs initially will reduce the benefits, net O&M savings for




all of the units will still be approximately $45 million during

the four year implementation period.

XI. |

Other benefits contemplated by consolidation of the nuclear

operations and management of ANO, Grand Gulf 1 and Waterford 3

in one company, which are discussed in greater detail in the

testimony attached hereto, would include:

A

Elimination of tha duplication in manpower and
sanagement responsibility resulting from the diverse
geographical location and separate corporate management
of the four (4) nuclear units involved;
Formation of a more unified repository of system
nuclear operating expertise and experience;
Economies of scale in the acquisition of materials and
personnel for nuclear operations; and
Assurance of the retention and attraction of highly
gqualified employees in the specialized field of nuclear
powver generation.

XII.

Notwithstarding the fact that this transaction invelves four

(4) nuclear units and savings for every operating company in the
Middle South System, and the fact that the Algiers

jurisdi~tional portion of LPiL’s non-fuel nuclear O4M expenses



is only two (i14) percert of LPiL’s total non-fuel nuclear O&M

and a much smaller percentage of such expenses for the entire

system, LPLL recognizes the rate regulatory authority of this
Council and hereby seeks a statement by it of the Council’s
non-opposition to the Operating Agreement. ]
“ X111, ]
|

The direct testimony of those witnesses to be presented in
support of this application, together with the Appendices and
the Exhibits of the witnesses, are attached hereto and filed
herevith as part of this Application. |
WHEREFORE, Louisiana Power & Light Company prays as follows: 5
& 1. That this Council promptly institute proceedings

related to the foregoing Application, so that the :
Council may take action on this matter prior to |
year-end 1988;

2. That, after such proceedings are had, the Council of
the City of New Orleans find that “he Operating
Agreenment is in the public irterest and state its

non-opposition to LPiL’s execution of the Operating
Agreement; and




3. For all other orders and decrees as may be necessary,

and for all general and equitable relief that the law
and the nature of the case may permit,

Thomas O, Lind

Vice President « Regulatory Counsel
LOUISIANA POWER & LIGHT COMPANY
317 Baronne Street

New Orleans, lLcuisiana 70112

MONROE & LEMNANN
J. Wayne Anderson
McChord Carrico
W. Glenn Burns

.y ’ 3
Suitef 3300
201 « Charles Avenue

New Orleans, louisiana 70170-3300
Telephone: (504) 586-1900

ATTORNEYS FOR APPLICANT,
LOUISIANA POWER & LIGHET COMPANY

WITNESBSES:

e e -

James M. Cain
Malcolm H. Mcletchie
William Cavanaugh IIIX
Robert A. Irvin

Anticipated time of presentation' ONE DAY




SHELTON O. CUNNINGHAM JR., being duly sworn, did depose

and say:
3 That he is the Senior Vice-President of louisiana Power
& Light Company, applicant in the above proceedings; that he has I
read the foregoing Application and that he knows the contents

thereof; that the same are true as stated, except as to matters
@ things, if any, stated on information and belief, and that
as to those matters and things, he verily believes them to be

SKEL G. CUNNI JR.

true.




Exhib it O-V

BETORE THE
LOUISIANA PUBLIC SERVICE COMMISSBION

EX PARTE APPLICATION OF DOCKET NO. U~
LOUISIANA POWER & LIGHT COMPANY

CONCERNING AN OPERATING

AGREEMENT FOR LOUISIANA POWER

& LIGHT COMPANY'S WATERFORD BTEAM

ELECTRIC BTATION, UNIT NO. 3.

ARRLICATION

NOW COMES louisiana Power & Light Company ["LP&L" or the
"Company®™) for this, its Applicaticon requesting this Commission
to approve an Operating Agreement between LP&L and System Energy
Resources, Inc. [SERI), by which SERI would assume the
mana<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>