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William J. Cahill, Jr.

Executive Vice President, Nuclear
Texas Utilities Electric Company
400 North Olive Street LB81
Dallas, Texas 75201

Re: Comanche Peak Steam Electric Station, Unit 1: Antitrust
Operating License Review--No Significant Change Finding

Dear Mr. Cahill:

Pursuant to the antitrust review of the captioned nuclear unit, the Director
of the Office of Nuclear Reactor Regulation has mace a finding in accordance
with Section 105¢(2) of the Atomic Energy Act of 1954, as amended, that no
significant antitrust changes have occurred subsequent to the antitrust con-
struction permit review of Unit 1 of the Comanche Peak Steam [lectric Station.

This finding is subjfect to reevaluation if a member of the public requests
same in response to publication of the finding in the Federal Register. A
copy of the notice that is being transmitted to the Federal Register and a
copy of the Staff Review pursuant to Unit 1 of the Comanche Pea eam
Electric Station are enclosed for your information.
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[7590-01]

NUCLEAR REGULATORY COMMISSION

DOCKET_NO. 50-445A
TEXAS UTILITIES ELECTRIC COMPANY, ET AL.
NOTICE OF NO SIGNIFICANT ANTITRUST CHANGES

AND TIME FOR FILING RECUESTS FOR REEVALUATION

The Director of the Office of Nuclear Reactor Regulation has made & finding in
accordance with Section 105¢c(2) of the Atomic Energy Act of 1954, as amended,
that no significant (antitrust) chenges in the licensees' activities or
proposed ectivities have occurred subsequent to the antitrust construction
permit review of Unit 1 of the Comanche Peak Steam Electric Station by the

Attorney General end the Commission. The finding is as follows:

Section 105¢(2) of the Atomic Energy Act of 1954, as amerded,

provides for an antitrust review of an application for an operating
1icense 1f the Commission determines that significant changes in the
1icensee's ectivities or proposed activities have occurred subsequent

to the previous construction permit review. The Commission has delegated
the authority to make the "significant change® determination to the
Director, Office ¢f Nuclear Reactui Regulation., Based upon an examination
of the events since the issuance of the Comanche Peak Steam Electric
Station construction permits to TU Electric Co., et &1. and the
consummetion of the settlement agreement before the Commission,

the staffs of the Policy Development and Technical Support Branch, Office




of Nuclear Reactor Regulation end the Office of the General Counsel,
hereafter referred to &s “staff", have jointly concluded, after
consultation with the Department of Justice, that the changes that
have occurred since the construction permit review are not of the neture
tu require & second antitrust review at the operating license stage of

the application.

In reaching this conclusion, the staff cornsidered the structure of the
electric utility industry in northeastern and north central Texas, the
events relevant to the Comanche Peak construction permit review and the

antitrust settiement subsequent to the construction permit review.

The conclusion of the staff analysis is as follows:

Prior to the antitrust settlement agreement before the Nuclear Regu-
latory Commission (NRC), competition for the purchase or sale of
power and energy and related ancillary services in the Texas bulk
power market was primerily limited to intrustate power trensactions.
This intrastate power network has remained intact for meny years--
notwithstinding the fart that some power entities doing business

on the perimeter of the state of Texas as well as some systems
within the state have expressed interest in interstate bulk power
transactions for a number of years. Although the Texas bulk power
market has remainec primarily intrastate in nature, there have been
several chenges since the NRC settlement in 1580 that have provided

competitive stimuli to this market.




The change thet has had the greatest impact in the Texas bulk power

merket has been the implementation of the joint settlement agreement,
i.e., before the NRC and the Federal Energy Regulatory Commission,
This settlement agreement required TU Electric, et 81., to make their
transmission facilities more availeble to power systems in Texas and
thereby promote competition belween intrastate end interstate power
systems with the construction of two DC transmission lines., Although
hoth of the direct current (DC) transmission ties with the Southwest
Power Pool (SWPP) have not been completed, the North tie has been cow-
pleted and the Central and South West opereting systems ave exchanging
power and energy over this tie. Plans have been developed to expand
the North tie (as contemplated in the settlement agreement) to accommu-

date a significant power transfer by @ Texas co-genereting entity.

Capacity (15 percent) in both DC interties has been reserved fur non-owners

who wish to engage in firm power transactfons in the interstate market,

Moreover, wheeling to, from or over the DC interties s now &n svailable

option to many power systems in Texas.

To remedy @ growing need to redistribute power from co-generators con-

centrated in industrialized pockets in the state, the Texas Public

Utility Commission promulgated rules requiring mandatory transmission or

wheeling of co-generated power in Texas. These rules have enabled cor-
porate entities, which heretufore have not participated in the Texas

bulk power merket, to market their by-product power and energy,




i.e., barriers to entry into the pruduction and sale of bulk power in

Texas have been lowered as a result of the newly adoptec wheeling rules,

Increased coordination and cooperation among bulk power suppiiers has
resulted in a more open market in the state of Texes. TU Electric hes
implemented numerous transmission and scheduiing agreements which have
enebled a variety of power systems to shop for alternative power
throughout the northern portion of the state.* Moreover, & computer
controlled bulletin boerd, advising @1l members of the Electric Relia-
bility Council of Texas (ERCOT) of aveilable power and energy in the
state 1s now in place, making "shopping" for power and energy easier
for more power systems in the steie--thereby enabiing power svs :ms to

better meet the indiviaual needs of their customers.

*Although there have been allegations made recently by an electric cooperetive
power sysiem in TU Eleciric's service area that TU Electric has not provided
transmission and coordination services upon recuest, steff believes, in 1ight
of the Conmission's Summer decision, that the issues raised by the cooperative
are not germene to the Comrission's “significant change" review, but may be
more appropriately addressed in the context of a compliance proceeding.




A1l types of power entities in Texas, 1.e., municipal, cooperative and

investor owned, are beginning to explore joint generation projects both
within and outside the state. The concept of interstete planning and
participation in interstate power projects is a new one for most Texes
power entities. Although the movement to interstate cooperation and
competition is still in its embryonic stages in Texas, this movenent
was contemplated by and provided for in the antitrust settlement agree-
ment before both the Nuclear Reguletory Commission and the Federal
Energy Regulatory Commission. (The settlement agreement provides for
requests for capacity increases end ownership purchases in the DC in-
terties &t intervals of every 3 years beginning in June of 1986 and
lesting until June of 2004.) It is anticipated that this movement
toward increased cooperativn end competition will continue among intra-
state power systems within Texas end also between intrestate power sys-
tems wishing to engege in joint power supply planning and power supply

transactions across state borders.

Although there ere still physical impediments to complete synchronous
operations between most Texas power entities and systems outside of
Texas, 1.e., there are no major alternating current interconnections
between ERCOT and the SWPP, the settiement agreement provided power
systems inside of Texas, as well as in surrounding stetes, the oppor-

tunity to exchange power and erergy end engage in bulk power transactions.




The staff views tle settlement agreement 2s a major first step in

cpening up power supply options to a broad spectrum of power entities

in ERCOT and the SWPP. The staff's analysis of the changes in the liccnsees'
activities since the antitrust settlement has not identified ary charged
activity envisioned by the Commission 2s set forth in its Summer deci-

sion. Consequently, the staff recommends that no affirmative significant
change determination be made pursuant to the application for an oper-

ating license for Unit 1 of the Comanche Peal Steam Electric Stetion.

Based upon the staff analysis, it is my finding that there have been no “sig-
nificant changes" in the licensees' activities or proposed activities since the

completion of the previous antitrus’ review.

Signed on June 16, 1989 by Thomas E. Murley, Director of the Office of

Nuclear Reactor Regulation.

Any person whose interest may be affected by this finding, may file, with full
particulars, a request for reevaluation with the Director of the Office of
Nuclear Reactor Regulation, U.S. Ruclear Regulatory Commission, Washington,
D.C. 20555 within 30 days of the initial publication of this notice in the

Federa) Register. Requests for reevaluation of the no significant change

determination shall be accepted after the dote when the Director's finding
becomes final, but before the issuance of the OL, only if they contain new

fnformetion, such as information about facts or events of antitrust




significance that have occurred since that date, or informaztion that could not

reasonably have been submitted prior to that date.

Dated a2t Rockville, Maryland, this 19th day of June 1989.

FOR THE NUCLEAR REGULATORY COMMISSION

Darrel A. Nash, A:fjﬁfééhief

Policy DeveIopment and Technical
Support Branch

Program Management, Poiicy Development
and Analysis Staff

0ffice of Nuclear Reactor Regulation
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I. Introduction

A prospective operating licensee is not required to undergo 2 formal anti-
trust review unless the Nuclear Regulatory Commission (NRC or Comission)*
determines that there have been "significant changes" in the 1icensee's
activities or proposed activities subsequent to the review by the Attorney
General and the Commission at the construction permit (CP) stage. Concen-
tration on changes in the applicant's activities since the previous antitrust
review expedites and focuses the review on areas of possible competitive
conflict heretofore not analyzed by the Attorney General or the

Commission.

In {ts Summer decisfon,** the Commission nas provided the staff*** with a
set of criteria to be used in making the significant change determination

for operating license (OL) applicants:

*The statute contemplates that the change or changes (1) have
occurred since the previous antitrust review of the licensee(s);
(2) are reasonably attributable to the licensee(s); and (3) have
antitrust implications that would most 1ikely warrant some
Comrission remedy."****

d The Commission has delegated the responsibility for makin? ¢
significant change determination to the Director of the Office of
Nuclear Reactor Regulation.

**  Virgil C. Summer Nuclear Station Unit 1, Docket No. 50-395A, June 26,
1981 at 13 NRC 862 (1981).

exs  *Staff' hereinafter refers to the Policy Development and Technical
support Branch of the Office of Nucleer Reactor Regulation and the
O0ffice of the General Counsel,

es+s Commission Memorandum and Order, p. 7, dated June 30, 1580
(CL1-80-28).




To warrant 2 significant change finding, 1.e., to trigger a formal OL
antitrust review, the particular change(s) must meet 211 three of these

criteria.

Due to the substantizl lapse of time since the entitrust settlement 1in the
Comanche Peak proceeding was first proposed in September of 1980 and the
scheduled fuel load date for Comanche Peak (summer/fall of 1989), staff has
undertaken 2 review of the Comanche Peak licensees' activities since the
settlement agreement. As a result of its review, staff has determined

that none of the changes that were identified satisfied all three of the
criteria set forth in Summer and for this reason, staff 1s not recommending

that & formel antitrust review be conducted at the cperating stage.

11. Background

On December 12, 1974, the Commission issued & construction permit for
Comanche Peak Steam Electric Station, Units 1 and 2. On January 14, 1976,
the Commission {ssued a construction permit for South Texas Project,

Units 1 and 2 (hereinafter "South Texas"). In both cases the Attorney
General advised the Commission that there was no need for an antitrust
hearing. Thereafter, on June 4, 1976, Central Power and Light Company,
one of the applicants in South Texas, filed & request for hearing on

antitrust fssues in that matter. On June 15, 1977, the Commission



found *changed circumstances” in South Texas and requested further

antitrust advice from the Attorney General, On February 21, 1978, the
Attorney General advised the Commission that an antitrust hearing should

be held in South Texas. On June 26, 1978, the Commission again found
*changed circumstences” in Comanche Peak and requested further antitrust
advice from the Attorney General., On August 1, 1978, the Attorney Genera)
advised the Commission that an antitrust hearing should be held in

Comanche Peak 1 and 2. In both cases, the Commission ordered antitrust
proceedings to be commenced. Numerous cities, utilities, and electric
cooperatives intervened in these two proceedings. The Department of
Justice (hereinafter "Justice®) and the Nuclear Regulatory Cormission

staff participated in both proceedings. The two proceedings were consol-
idated for discovery in 1978 and for hearing in 1980. ULiscovery took place
n 1979 and 1980. On Sepiember 14, 1980, 211 of the applicants in both
proceedings, Justice and the staff, submitted two sets of propesed license
conditions representing @ settlement of these matters acceptable to the
applicants, Justice and staff. The only fntervenor which oppused the
settlement and proposed license conditions was the Public Utilities Board
of the City of Brownsville, Texas (hereinafter “Brownsville®). Thereafter,

on December 24, 1980, Conformed Settlement License Conditions were filed.

A Conference of counsel was held on Apri) 13, 1982, Again, all parties
to both of these metters, except Brownsville, reiterated their support
for the settlement or, in any event, their lack of opposition to it.

Brownsville was directed to respond to four specific questions concerning



its opposition to the settlement. On April 22, 1982, Brownsville
responded that it no longer opposed the proposed settlement and did not
want the settlement to be rejected. Thus, there is no opposition to the

proposed settlement and Conformed License Conditions.*

The settlement agreements for both South Texas and Comanche Peak with
sccompanying antitrust license conditions were epproved by the
administrative law judge on May 6, 1982. The license conditions were
made tmmedietely effective and ordered attached to the respective
operating licenses when fssued by the Commissfon. Staff's significent
change review is concentrated on changes in the licensees' activities
since the combined Comanche Peak-South Texas settlement agreement was

proposed in September of 1980,

111. The Texas Electric Power Industry

The Electric Relfability Council of Texas (ERCOT) was formally organized
fn 1970. ERCOT membership 1s voluntary and is composed of generation,

* This procedural history was excerpted from & “Memorandum end Order
Approving Settlement Agreements and Proposed License Conditions and
Dismissing Proceeding”, fssued by Administrative Lew Judge James A.
Laurenson on May 6, 1982.



transmission and distribution utilities throughout the state of Texas.
0f the nine regional reliebility councils,* ERCOT is unigue in that its
members are not interconnected (by synchronous &lternating current ties)
with power systems outside of the state of Texas. By virtue of their
intrastate mode of operation, ERCOT members remain outside of the
jurisdiction of the Federal Energy Regulatory Commissins (FERC) which
regulates the inierstate wholesale power transactions of utility systems

fn the remzining eight reliability councils.

The relevant marketing area for power and energy generated by Comanche

Peak** focuses primarily on the northeastern and northcentral portions of

the state of Texas--from the Texas-Louisiana border in the east to the
City of Midland, Texas in the western portion of the state. This is the
area in which the licensees primerily serve and the are2 where the

use of the power and energy generated by Comenche Peak will be most

concentrated,

* The National Electric Reliability Council (NERC) was formed by the
electric utility fndustry in 1968. The orgenization wes formed
primarily to sugment the relfability and adequacy of bulk power
supply of electric utility systems in North America.

o+ Unless otherwise noted, a1l references to the Comanche Peak Project

sreinefter refer solely to Unit 1 of the Plant,



A. Applicant Power Systems

Comanche Peak is an 1,150 MW unit located near Glen Rose, Texas, approximately
45 miles southwest of Ft. Worth, Texas. The plant 1s jointly owned by one
fnvestor owned utility, one municipal joint action agency and two cooperative

power systems.*

The largest applicant is TU Electric (approximatly 88% ownership) with 1987
generating capability of approximately 18,500MW. TU Electric 1s 2 holding
compeny comprised of three operating electric divisfons, Dallas Power & Light
Co., Texas Electric Service Co. and Texas Power & Light Co.** Through its
operating divisions TU Flectric provides electric power and energy to @

broad spectrum of power systems in the northeastern and northcentral portions
of Texas serving a populaton ares of over & million persons (approximately
one-third of the population of the stete of lexas). TU Electric supplies
total and partial requirements power to various systems in fts merketing

srea from large urban losds in the Dalles-Ft. Worth area to smaller

sunicipe] and cooperative systems in rural and west Texas.

The three minority co-owners, totaling s1ightly over 12 percent ownership in
the plant, are significently smaller power systems that serve wore rural, less

populated areas of esstern and northesstern Texas. The Texas Municipal Power

* TMPA, Brazos and TU Electric have reached tentative agreements whereby
T E‘ectric has agreed to repurchase TMPA's and Brazos' share of Comanche
Peak. See “Changes®, infra.

** TU Electric's non-electric subsidiaries include: Texas Utilities Services,
Inc., Texss Utilities Fuel Co., Texas Utilities Mining Co., Chaco Energy Co.
snd Basic Resources, Inc.



Agency or TMPA (6.23) is @ joint action agency comprised of four Texas

municipal electric systems -- the Cities of Byran, Greenville, Denton and Garlanc.

TMPA members have approximately 1,100Mw of generating capubility and serve
customers primarily within the confines of the four member systems' service
areas. Brazos Electric Power Cooperative, Inc. or Brazos (3.8%) 1s &
generation and transmission cooperative headquartered in Waco, Texas.
Brazos has generating capability of approximately 900MW and serves twenty-
eight member systems at wholesale. Tex-L2 Electric Cooperative of Texas
(2.1673) serves seven wholesale distribution cooperatives primarily in

the eastern part of Texas, near the Louisiana border. Tex-Le presently
has no generating capability and acts as & marketer of power and energy

for its meaber systems.

IV. Previous Antitrust Reviews

A. Comanche Peak CP Review

Texas Utilities Generating Co. (now TU Electric Co.), acting as egent for
Dallas Power and Light Co., Texas Electric Service Co. and Texas Power
and Light Co., submitted 1ts epplication to construct both units of the
Comanche Peak nuclear plant in the spring of 1973, During the ensuing
review by staff of both the Department of Justice and the Atomic Energy
Commissfon, varfous allegations were uncovered pursuent to TU Electric's
misuse of market power in its service area. Generally, TU Electric was
accused of using its dominant market position in generation and

transmission facilities to restrain the competitive alternatives of smaller

power systems in Texas.



As a result of these allegations, additional information was requested
from TU Electric and an in-depth analysis of TU Electric's competitive
activities was conducted. After extensive review and negotiations among
staff, TU Electric and affected parties in Texas, @ set of policy
commitments was agreed upon that obligated TU Electric to address many

of the competitive concerns rafsed during the review process. The
commitments required TU Electric to offer, 1) access to its Comanche Peak
nuclear plant, 2) transmission services required to take the power from
Comanche Pezk, 3) to facilitate transmission of bulk power over its
facilities for other power systems in its service area, &) reserve sharing,
emergency and meintenance power, 5) interconnections, 6) membership in
regional pooling bodies, and 7) to accommodate smaller power systems in
the area when planning and construction of new generation and transmission
facilities are needed for area wide system reliability. Based upon

these policy commitments, the Department of Justice concluded in its
advice letter to the Atomic Emergy Commission, dated Jenuary 17, 1974,
that these commitments will,

*... provide competitors of Applicant with competitive,
elterrative bulk power supply sources and substantially
eliminate the grounds on which complaints were made to the
Department by the smaller systems were based. On the
strength of these policy commitments, and with the
expectation that the Commission will include them 2s
conditions to the license, we conclude that an antitrust
hearing will not be necessary with respect to the instant
application.**

*Department of Justice advice letter dated Jenuary 17, 1974, pp, 3-4,




Thess commitments were 2tiached to the Comanche Peak construction permits as

license conditions and as a result, no CP antitrust hearing was held.

B. Comanche Peak - South Texas OL Review

At the operating license stage of review, the Commission is primarily
concerned with changes in the licensee's activities that have occurred since
the CP antitrust review, In May of 1976, after completion of the Comanche
Peak CP review, & series of events occurred that involved TU Electric and

other investor owned power systems in Texas.

In an attempt to electrically unify its holding company system, one of the
operating subsidiaries of the Central and Southwest Corporation, Central
Power and Light Co. (CPL), activated an interconnection between one of its
fntrastate end interstate operating subsidiaries. As a result, TU Electric
anc Houston Lighting & Power Co. (HL&P) broke off interconnections with CPL

and effectively dichotomized the Texas electric bulk power market into intra

end interstate modes of operation. In so doing, many of the competitive power

supply options aveilable to smaller power systems in Texas were severely

curtafled or eliminated altogether,

These changes in the Texas bulk power market were noted by the Commission in
fts operating license review of the South Texas Project during the late

1970's. Sensing that the competitive process in the Texas bulk power market
had been compromised by the chain of events following CPL's attempt to unify
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its power system, the Commission made 2 "significant chanye" determination (as
required under Sec. 105c) and forma1ly requested the advice of the Department
of Justice pursuant to the need for an antitrust hearing involving Houston

Lighting & Power's South Texas operating license application.

In its review of the situation described by the Commission, the Department
highlighted anticompetitive conduct by both Houston Lighting & Power and

TU Electric that threatened the competitive status quo in Texas and jeopardized
the possibility of the enhanced competition originaily envisioned by the

license conditions attached to the Comanche Peak construction permit in 1974,

*At the time of the Department's letter of January

25, 197/, ML&P and TU, the two dominant utilities in
Texas, were refusing to interconnect with other
utilities (utilities with which they had

historically maintained interconnections); that
refusa) was having a direct and substantiz] adverse
effect on those utilities' power supply costs,
reliability and their ability to remain competitive."*

In April of 1978, TU Electric filed 1ts application with the Nuclear
Regulatory Commission for an cperating license for fts two unit Comanche

Peak nuclear plant. In light of the similerities between the South Texas

* pepartment of Justice South Texas advice letter dated February 21, 1978,
at p. 11.
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and Comanche Peak applications, the Commissfon decided to make the
*significant change” finding and seek the advice of the Department of
Justice as to whether or not an antitrust hearing should be held in
Comanche Peak, i.e., the same procedure followed in South Texas. By fits
order dated June 21, 1978, the Commission formally sought the advice of

the Department.*

The Depertment rendered its advice to the Commission on August 1, 1978,
indiceting that the same chenged circumstances cited in fts February 21,
1978, advice letter pursuant to the South Texas nuclear plant also
epplied to the instant Comanche Peak application. The Department

concluded that,

* . ..because of applicant's and HL&P's adherence

to & policy of intrastate only operations in Tight of
the present market situation, end considering the
unprecedented disruptive action of disconnection
undertaken by applicent and HL&P to enforce this policy
and agreement, an antitrust hearing is necessary to
determine whether additfonal conditions should be
sttached to the operating license of the Comanche Peak
units in order to eliminate a situation fnconsistent
with the antitrust laws. ***

¥"The Department's acdvice was formally sought via letter deted June 26, 1978

from James Mur~=:;, acting for the Executive Legal Director, to eriffin B, Bell,

Attorney General.
** Depertment of Justice advice letter cated August 1, 1978, pp. 3-4.
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Subsequent to publication of the Department's advice letter in the Federal
Register in August of 1978, the Commission recefved several petitions to
intervene from electric power cooperatives, municipalities and utility
companies. Interrogatories were exchanged among the parties and the discovery
process was initiated. Due to the similarities in issues and the parties
fnvolved, the operating license review of the Comanche Peak plant was

consclidated with the on-going parallel review in Scuth Texas.

On September 14, 1980, 217 of the parties, with the exception of the City of
Brownsville, in the consolidated South Texas/Comanche Peak proceeding

reached agreement on two sets of proposed T1icense conditions. Subsequently,
the City of Brownsville dropped its request to purchase & portion of the South
Texas Project end on April 22, 1982 the City of Brownsville dropped its
opposition to the proposed settlement and accompanying license conditions. On
May 6, 1982, the Administrative Law judge assigned to rule on the settiement
accepted the settlement, ordered license conditfons attached to the Comanche
Peak and South Texas operating licenses end made the license conditions

fomediately effective.

V. Antitrust Settlements

A. NRC Settlement

In an effort to resolve the licensing proceedings before the NRC as well 2s 2
companion proceeding on-going before the Federal Energy Regulatory Commission

(FERC), see "FERC Settlemert”, the applicents in the consolidated South Texas/

Comv 7che Pesk proceeding arrived at & settlement agreement and & set of license
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corditions* designed to open up competitive options to power entities in Texes
an¢ fmprove the competitive process in bulk power supply throughout the state
of Texas. At the forefront of the settlement wes the construction of two
‘irect current (DC) transmission interties that would link ERCOT with the
Southwest Power Poo) and sllow the parent holding compeny of CPL, the Central
end South West Corporation (CSW),** to fully integrate fts system and operate
tn & more efficient manner. The two DC ties would be constructed by CPL's
perent, CSW, one in the northern portion of the state of Texas linking Texas
and Oklahoma and one in the southern part of the state Vinking Texzs and

Louisiena.

The license conditions atteched to the Comanche Peak operating license (2s
well s the Comanche Peak 2 construction permit) were intended to provide @
competitive stimulus in the Texas bulk puwer market by requiring the licensee,
TU Electric, to provide perticipation access in Comanche Peak 2s well os
access to the coordination services and transmission facilities necessery for
any new owner to effectively use Comanche Pesk piwer and energy. Membership
in the planning organizetion, TIS, was opencd up to quelified entities and

both TU Electric and HLAP we=* required to wheel power over their transmission

* & copy of the Comanche Peak license conditions 1s attached as Appendix A.

** Centra) end South West Corporation is @ holding company controlling the
following subsidiary companies: Central Power & Light Co., Southwestern
E}ect:ic Power Co., West Texas Utilities Co., and Public Service Company
of Oklahoma.
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facilities to other interconnected entities. The license conditions did not
preciude efther TU Electric or HLAP from disconnecting from interstste power
systems; however, the conditions did prohibit TU Electric or HL&P from meking
such @ decision in concert with any other entity. The XR(C settlement and
sccompanying license conditions were linked to the settlement of pareliel
issues, involving many of the same parties, before thc FERC -- specificelly,
the approve) of the construction of the DC Interties linking ERCOT end the
Southwest Power Pool (SWPP).

B. FERC Settlement

The settlement agreement linking 211 four CSW operating systems via DC
fnterties was designed to resolve outstending proceedings before the NRC, the
FERC end the Securities and Exchange Commission. An "Order Requiring Inter-
connectfon and Wheeling, and Approving Settlement,”* wes {ssuved by the FERC

on October 28, 1961. The order epproved the construction of two DC ties as
well as verfous provisions under which the fnterties would be used. Other
utilities in ERCOT and SWPP were given the opportunity to shere in the
ownership of the DC ties depending upon the extent to which they shared in the
capitel construction costs and the operating and maintenance costs of the D

ties. Moreover, at intervals of every three yesrs (beginning in June ot (98E)

* Attached as Appendix B.
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other utilities which are members of ERCOT or SWPP will be given the
opportunity to participate in the planning end ownership of any capecity
fncreases in the interities.* CSW, HLAP and TU Electric agreed to file retes
with the FERC for transmission to, from and over the DC interties and CSK end
HLAP were required to reserve 15 percent of their respective cepacities in the
DC Yines for firm power wheeling for smeller entities fn ERCOT and the SWPP
(f.e., entities with loads of less then S00MW). CSW wes directed to consult

with (upon request) eny entity which owns or operates generation or transmission

facilities interested in the technice) feasibility of eny specific AC
fnterconnection between ERCOT end SWPP, The FERC ruled that the proposed
settlement was "fair, reasonible and in the public interest” end approved the

~greement on October 28, 1361,

On May 1, 1986, the CSW opereting compenies, et 81, , filed & petition before
the FERC requesting relief and modificetion of the originel settlement
spproved by the FERC in 1981, The orfgina) order required the (SN operating
compenies and HLEP to construct two DC ties, the North interconnection nesr
Lewton, Oklahoma and the South interconnectfon in Welker County, Texes,
1inking ERCOT with the SWPP. The Korth interconnection wes placed in service
on December 14, 1984, Construction of the South interconnection has been

* This opportunity to perticipate, et three year intervals, will expire on
June 30, 2004 pursuant to the settlement agreement.
|
i
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continuously delayed by litigation involving certification of rights of way.
Because of these delays, the CSW operating companies, HL&P, TU Electric, and
the Southwestern Electric Power Co. (SWEPCO), petitioned the FERC requesting

that FERC modify its earlier order approving the settlement in question so as

to,

*...(a) require construction of direct current terminals and
such associated alternating current transmission facilities as
are necessary to effect an asynonchronous direct current inter-
connection between SWEPCO's Welsh generating station and

TU Electric's Monticello generating station (herein below defined
as the "East Interconnection®); (bg require the CSW Operating
Companies, HL&P and TU Electric to interconnect with each other
et the East Interconnection; (¢) require such ownership of the
East Interconnection by the CSW Operating Companies, HLAP and
others, and such wheeling, coordination, commingling, sale and
exchange of electric power to, from and over the East
Interconnection or within the State of Texas as may facilitate
its use; and (d) relieve the CSW Operating Companies and HL&P
from their obligation to construct and operate the South
Interconnection upon construction of the East Interconnection.®*

Petitfoners’ request and the Order approving same, substituted the East
Interconnection for the previously spproved South Interconnection. The

modified settlement agreement provided for an additional 100Mk of capacity

fn the East Interconnection (from 500MW to 600MW) to be owned by TU Electric.

The FERC approved the modified settlement agreement by order dsted July 23,
1987. The provisions of the FERC's original orders, except es they pertain

to the South Interconnection and East Interconnection, remain unchanged.

* FERC *"Order Approving Settlement, ” pp. 2-3, fssued July 23, 1967
is attached as Appendix C.
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€. Securities and Exchange Commission Proceeding

On February 16, 1945, the Securities and Exchange Commission (SEC) 1ssued 2
decisfon establishing the Central and South West Corporation as an integrated
electric public utility system as defined by the Public Utility Holding
Company Act of 1935. On March 26, 1974, six wholesale power customers® of the
Pubiic Service Company of Oklahoma (PSD), an operating subsidiary of the CSK
system, complained to the SEC t at CSW had ceased to operate as an integrated
electric utility system and requested that the 1945 order be modified or

revoked,

In an attempt to address the complaints raised by 1ts wholesale power
customers, CSW presented an integration plan before the SEC designed to re-
establish interconnertions between its ERCOT and SWPP subsidiary companies.

As & means of testing this plan, CSW wired a portion of 1ts West Texas
UtiTities subsidiary, then in interstate commerce, with its intrastate (ERCOT)
subsidiery, Central Power and Light Company in May of 1976, thereby placing
the entire CSW holding company in interstate commerce. The intrastate power
systems interconnected to Central Power and Light, notably HLAP and Texas
Utilities Co., reacted to CSW's actions by disconnecting their systems from

CPL in an effort to remain intrastate only power systems,

* The complaining parties were comprised of the Oklahoma Cities of Altus,
Frederick, Cordell and Mannford as well as the Verdigris Valley Electric
Cooperative and the Indian Electric Couperative, Inc. The wholesale
customers argued that CSW's mon-integrated mode of operation was not as
efficient s @ fully integrated electric system, thereby resulting in
higher costs and rates to CSW's wholesale power customers.
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As indicated earlier, these series of actions and reactions by power systems

in the southwest resulted not only in 2 proceeding before the SEC* pursuant to
CSW's stending as & public utility holding company, but also precipitated
proceedings before the Nuclear Regulatory Commission and the Federal Energy
Regulatory Commission. Because of the settlement reached before the FERC and
the NRC and the conmonality of parties end issues in all three proceedings,
Central and South West Corp. on February 8, 1982 moved (with the consent of
HLAP and TU Electric) to dismiss the proceeding before the SEC. The 7 agreed

that the settlement agreement remedied the outstanding issues before toe SEC.

*The record before the FERC, as supplemented in this proceeding,
indicates that substantial savings are expected to be achieved in
revenue requirements to raterayers of the CSW subsidiaries from
vperation of the CSW system in an interconnected mode as 2 result
of the planned interconnection between ERCOT and SWPP. The order
issued by FERC finds, among other things, that the constructior
of the planned interconnection facilities 'is in the public
interest, will encourage overall conservation of energy and
capital, will optimize the use of facilities and resources and
will improve the relfability of each electric utility system

to which the order applies.'"**

The SEC ruled that the proposed DC interconnections would enable CSW to
operate as & fully integrated electric system and terminated the instant
proceeding. In doing so, the SEC let stand fts 1545 decisfon that the Central
and South West Corporation was an integrated electric public utility system,

es defined by the Public Utility Holding Company Act of 1935.

* Administrative Proceeding: File No. 3-455]

*+ *Memorandum Opinfon and Order Terminating Proceeding,” {ssued by
the Securities and Exchange Commission on April 1, 1982, p.4.
(Copy ettached &s Appendix D.)
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Vi. Changes Since The Antitrust Settlement

Section 105¢(2) of the Atomic Energy Act, as amended, requires & second
antitrust review at the operating license stage 1f “significant changes" in
the licensee's activities have taken place since the completion of the
construction permit review. The chain of events surrounding the actions of
CP&L and West Texas Utilities' (WTU), placing Texas in interstate commerce,

triggered an operating license review by the Commission.*

The Commission made the determination that the circumstances surrounding WTU's
actions and the reactions by HLAP and TU Electric represented a “"significant
chenge® under Section 105¢(2) and cn June 26, 1978 requested the Department of

Justice's advice as to whether or not & hearing should be held. By letter

* It 1s significant to note that the Commission in {ts South Texas Memorandum
and Order dated June 15, 1977 (5 NRC 1303), determined that future "signifi-
cant change" determinations should be made by staff,

*The making of & significant change determination
triggering 2 referral to the Attorney General for his
advice on 1ts antitrust implications is a function which
could and perhaps should be delegated to the regulatory
staff.* (5 NRC 1318)

The Commission implemented this procedural change in & memorandum dated
September 12, 1979 to Harold Denton, Director of the Officc of Nuclear
Reactor Regu‘ation and William J. Dircks, Director of the Office of
Nuclear Material Safety end Safeguards. (The Director of NRR was
delegeted the authority to meke the “"significant change® determination
for power reactors end the Director of NMSS was delegated the same
suthority for production or mon-reactor facilitfes.)
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dated August 1, 1978, the Department recommended that 2 hearing be held in the
Comanche Peak proceeding. On Sepiember 11, 1980 the parties reached a settle-
ment of the NRC proceeding (the settlement was not formalized until May 6,

1982). The NRC settlement represented the basis for settlement of outstanding
proceedings fnvolving parallel issues before both the Federal Energy Regulatory

Commissfon and the Securities and Exchange Commission.

Eight years heve passed since the settlement was initially reached and
construction of the Comanche Peak facility has not yet been completed. This
period of time represents a significant void in the Commission's antitrust
review and for this rezson staff requested the Comanche Peak 1icensees to
supply data pursuant to Regulatory Guide 9.3, f.e., {nformation pursuant to
changed activity since the previous entitrust review -- in this case, since the
settlement agreement in 1980, not the completion of the construction permit

review in 1974,

From the licensees' responses to Regulatory Guide 9.3 and information gathered
from public print sources as well as contacts with other governmentzal
agencies, staff has fdentiffed severa]l changes associated with TU Electric's

conduct and activity since the settlement was reached in late 1980.

A. Transmission

The Texas electric bulk power market has undergone substantial change since

the antitrust settlement was reached in 1980 -- not the least of which has

been the increased willingness to transmit or wheel intrastate power by the
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major power systems in Texas. The impetus provided by the Texas Public
Utility Commission (TPUC) and the construction of the DC transmissfion line(s)
required by the settlement have both sparked this increase in competitive

consciousness in Texas.

The TPUC adopted rules pertaining to mandatory transmission (wheeling) of
co-generated power in the state. Since the Public Utility Regulatory Polictes
Act (PURPA) was enacted in 1978, the amount of co-generators and by-product
electric power and energy has increased significantly in the state of Texas --
particularly in the southern portion of the state nesr the heavily industrialized
City of Houston. Industry sources estimate that the newly adopted wheeling rules
could lead to the development of as much as 1,000MW of co-generation in the

state in the near future.*

* Electric Utflity Week, October 14, 1985, p. 9.
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Representative of this new energy source {s an agreement signed in 1985
between TU Electric and a subsidiary of the Northern Natura) Resources Co.
TU Electric contracted to purchase 393MW of firm cepacity from a chemical
project to be built by & Northern Natural subsidiary, InterNorth, Inc *+*
The power will be wheeled through the HLAP service area. The TPUC rule
pursuant to wheeling of co-generated power was termed a “major factor” in
InterNorth's decision to build the facility. Moreover, TU Electric has
entered several wheeling and transmission scheduling agreements that have
facilitated puwer flows for a number of power systems in Texas., These

agreements are listed in Appendix E.

B. Interconnections

TU Electric has been actively engaged in the consummation of new interconnection
agreements since the 1980 settlement agreement -- much of this activity has
been precipitated by newly agreed upon transmission agreements, {.e., power
flows over transmissfon facilities are usually monitored and controlled by
sttendant interconnection agreements. These agreements are varied in scope

and are listed in Appendix F.

** Wall Street Journa), February 26, 1986, p. 16; Electric Utility Week,
Ny B, 1985, pp. 9-10.




23

In conformance with the settlement agreement reached by the parties in al)

three proceedings (NRC, FERC and SEC), construction of two direct current

transmission lines linking Texas with the SWPP was initiated. The North DC |
intertie was constructed by the Central and South West Corp. (100% owned by 1
CSH) and energized in December of 1984. The tie s presently being used to ‘
1ink West Texas Utilities Co. with the Public Service Company of Oklahoma.

The initial settlement agreement reached in 1980 included the construction of

a south DC transmission line connecting the service areas of HLAP and SWEPCO.

Due to environmental siting problems, a2 new route for the second DC 1ine was

agreed upon by the concerned parties. The new "East® tie, located in TU

Electric's service area, 1inks SWEPCO to ERCOT farther north than the proposed

South DC tie. It 1s anticipated that ownership of the newly propnsed East tie

will include the following power systems: Houston Lighting and Power Co.,

200MiW; Central Power and Light Co., 150MW; Southwestern Electric Power Co.,

150MW and TU Electric Co., 100Mw.*

* The new route, termed the "East  intertie, would 1ink the Texas Utilities Co.
(at its Monticello plant) with Southwestern Electric Power Co. (at its Welsh
plant). The East intertie would be approximately 15 miles long, considerably
shorter than the originally planned South DC intertie, and according to
1icensees, would face far less opposition before the Texas Public Utility
Commission. It 1s contemplatecd that the capacity of the East intertie would
increase from S00MW to 600M¥, with 15% of capacity reserved for non-owner
transactions, f.e., 211 requirements originally spelled out in the settlement
agreement. The new intertie, #s proposed, would be alterncting current (AC)
with back-to-back DC terminals -- the same deployment used in the Nerth DC
intertie -- and 1s expected to be less costly than the or ., inally planned
South DC intertie. (See "Notice of Filing of Petition for Modification of
Commission Orders,” dated May 6, 1986, attached as Appendix G.)
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C. Wholesale Power Developments

TU Electric is actively engaged in wholesale power negutiations and
transactions involving industrial and commercial power entities in and
adjacent to its service area. The development of alternative power sources,
primerily co-generators, the initiation of mandatory wheeling of co-generated
power by the TPUC and the imposition of antitrust license conditions upon
Comanche Peak have 211 affected TU Electric's dealings with wholesale power

suppliers n northern and western portions of Texas.

In the early and mid-1980's, significant amounts of excess capacity began to
appear in the Texas electric bulk power industry. The development of
by-product power and energy and the dramatic downturn in the Texas economy
(perpetuated by a decrease in the demand and subsequent drop in price for oil)
contributed significantly to this glut of power and energy. As a result of
this situation, many power systems in the state began to “shop around" for
less costly sources of energy. TU Electric, being one of the largest power
systems in the state, 1s involved in negotiations and transactions with

its wholesale customers and potential wholesale customers pursuant to these

power transfers. This extensive activity {s highlighted in Appendix H.



D. Coordination Agreements

In August of 1981, ERCOT established a power brokerage system for the purchase
and sale of economy energy. The brokerage was operated through the “South
Texas Interconnected Systems security center, which was comprised of power
systems serving primarily in the southern and western portions of the state.
This program was phased out in 1984 and was replaced by & computer controlied
bulletin board which advises ERCOT members of power available for purchase

throughout the intrastate Texas bulk power market.

The Texas Interconnected System (TIS) was merged with the Electric Reliability
Council of Texas on September 4, 1981, TIS memuership was dissolved when the

merger was consummated.

In 1982 E1 Paso Electric Co. (E) Paso) planning personnel met with TU Electric
representatives to discuss long range possibilitfes for mutual cooperation and
possible coordination bet-een their two systems. No firm commitments or

agreements were reached, however, EL Paso has recently requested additional

meetings to explore the possibility of a sale of surplus capacity to TU Electric.

E. Litfgation -- Ownership Share Changes

Comanche Peak {s approximately nine years behind its orfginally projected
completion date. Varfous factors have contributed to the construction delay;

however, the three minority co-owners, Brazos, TMPA and Tex-LA, attributed 2

large part of TU Electric's faflure to complete the plant on schedule to
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imprudence. After discussions among the owners in late 1985 and early 1986
pursuant to the minority owners' concerns about the construction delay and
their ebility and responsib’lity to continue payments toward the plant's
completion, Tex-La advised TU Electric in April of 1986 that Tex-La™ would
discontinue making further payments under the Joint Ownership Agreement (JOA).
Tex-La charged that TU Electric had breached the JOA py mismanaging the con-
struction of the plant and by its actions, relieved Tex-La of any further

obligation to continue payments toward completion of the plant.

On May 29, 1986, TU Electric filed an action** agzinst the minority co-owners

” charging them, inter alia, with breaching the JOA by not paying their
proportionate share of the remaining costs attendant to the construction of
Comanche Peak. TU Electric's suit asked the court to enforce the ownership
agreement signed by the partners. On June 18, 1986, Tex-La and TMPA countersued
fn Texas State District Court in Travis County (No. 399,336). The following
day, Brazos filed & separate suit against TU Electric, also in Travis County,
Texas (No. 399,482). The minority owners' countersuits alleged that TU Electric,
the utility responsible for construction of Comanche Peak, had failed to design
and construct the plant in accordance with "prudent utility practice,” as

outlined in the JOA. The suits further alleged that as a result of imprudent

* Brazos has not made any of the required construction payments since May
of 1985 and Tex-La has not made any payments since May of 1966,

** The suft was brought in District Court, Dallas County, Texzs, l4th Judicial

|
|
\
\
|
|
construction practices employed by TU Electric, completion of the plant was
|
|
|
District (No. B6-6809-A).
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drastically delayed and costs substantially increased for the minority
co-owners. The countersuit(s) asked the court(s) to terminate the ownership
agreement, relieve the minority owners of their ownership obligations and
refund the morey already invested in the construction of Comanche Peak. A1l of
the litigation initiated as a result of the disputes beteeen TU Electric and

the minority co-owners was terminated by three separate settlement agreements.

By agreement dated February 12, 1988, TU Electric agreed to purchase and TMPA
agreed to sell its 0.2% ownership interesi in the Comanche Peak plant for
approximately $456 million. TMPA and TU Electric have agreed to cease pending
litigation* upon the execution of the settlement agreement. On June 30, 1988,
TU Electric and Brazos signed an agreement providing for the purchase by TU
Electric of Brazos' 3.8% share in Comanche Peak and termination of outstanding
litigation between TU Electric and Brazos arising out of the dispute over
interpretation of the Comanche Peak Joint Operating Agreement. Under the terms
of the settlement agreement, TU Electric agreed to pay Brazos approximately
$229 million, including $19 millfon for nuclear fuel, $15.3 mi1lion for liti-
gation expenses, $2.5 million for transmission facilities and $322 thousand for
other expenses. Moreover, an agreement was signed on March 23, 1989 between
Tex-La and TU Electric that provided for the sale of Tex-lLa's 2-1/6% ownership
interest in Comanche Peak to TU Electric for approximately $157 millior. This

agreement, 1ike the Brazos and TMPA agreements, specifically provided for the

* Tex-la Electric Cooperative of Texas, Inc. and Texas Municipal Power
Kgercy v. texas Ufigifies and Texas ﬂ!11ifies Electric Company, ==
Uis{rscf Tourt of Travie County, Texas, SBLh Judicial Dis!ric%:

Cause No. 399,336; and Texas Utilities Electric Company v. Tex-la

Electric Cooperative of Texas, Inc. €t a1, == District Court of
DalTas County, Texas, 14th Uuaicia1 District: Ceause No. B6-6809-A.
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termination of all pending litigation between the two parties pursuant to the

Comanche Peak plant described supra. By letter dated May 4, 1989, TU Electric

requested the Cormission to amend its Comanche Peak construction permits to re-

flect this proposed change in ownership. As 2 result of these settlement

sgreements, TU Electric will own 100% of the Comanche Peak plant.
F. DC Transmission Rate Proceeding (FERC)

\
\
As part of the settlement agreement reached before the FERC, Central and South
|
West, HLEP and Texes Utilities (now TU Electric) were required to file tariffs

. with the FERC for wheeling power to, from, or over the proposed direct current

vention from various fnterested parties in and adjacent 19 the state of Texas.
Intervening partivs we'e represented primarily by many of the same municipal
and cooperative pover ‘ystems that intervened in the criginal DC transmission
case before FERC (Dkt. No. EL73-8). (Those entities interested in transmission
over the DC lines were also concerned with the proposed wheeling rates over

the DC lines.) After hearings and extensive negotiations in the DC tariff
proceeding,** a settlement was approved by the FERC on January 27, 1988

(38 FERC 961,050 - attached as Appendix 1.)

* public Service Company of Oklahoma, et 21.; FERC Dkt. No. ERB2-545, et al.

*+ The parties include the following power systems: (1) all four CS¥ operating
systems; TU Electric Co.; Houston Lighting & Power Co.; (2) and the following
intervenors: Brazos Electric Power Cooperative; Mid-Texas Electric Coopera-
tive, Inc.; Municipal Electric Systems of Oklahora; South Texas Electric
Cooperative, Inc.; Medina Electric Cooperative, Inc.; Northeast Texas Electric
Cooperative, Inc.; Tex-La Electric Cooperative, Inc.; Rayburn Country
Electric Cooperative, Inc.; City of Lefayette, La.; Valley View Energy Corp.;
Oklahoma Corporation Commissfon; Public Utilfty Commiscion of Texas; and the

Tines. Said tariffs were filed in 1982,* followed soon thereafter by inter-
FERC staff. 1
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The settlement provides for the movement of power and energy to, from or over
the DC 1ines with the wheeling rates determined by a formula now employed
throughout ERCOT termed the "positive difference megawatt-mile methodology"
approved by the Texas Public Utility Commission. The settlement provides:

*...that the initial rate for transmission service...shall be

based upon each filing company's recently approved cost of

service study on file at the TPUC [Texas Fublic Utility Commission]

or the annual expenses found in FERC expense accounts...plus

depreciation, federal income tax, and other associated taxes,

and the TPUC aYluwed rate of return based on FERC plant

accounts...less accumulated depreciation;...."*
The settiment provides for the CSW operating companies to employ 2 system-wide
wheeling rate for power and energy moving over the North DC intertie. When
the East DC fntertie 1s completed (or no later than January 1, 1989, whichever
fs earlier), power and energy dispatched amung the CSW operating companies to,
from and over the DC ties (North or East), would be charged a wheeling rate

based upon where said power and energy actually originates and terminates.

Under the terms of the proposed settlement, HLP and TU Electric agreed to
render transmission service to, from and over the DC interconnections. Due

to the dissimilarities of the HL&P and TU Electric systems compared with those
of the CSW system, the terms and conditions assocfated with the transmission
of power and energy over the DC interconnections differed somewhat for HLAP

and Texas Utflities.

*FERC DC Wheeling Rate Offer of Settlement Agreement; “Memorandum of
Agreement " p. B.
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6. Cap Rock Electric Cooperative, Inc,

On August 19, 1988, Cap Rock Electric Cooperative, Inc. (Cap Rock) submitted
comments to the NRC, ® . . . Concerning Significant Changes In Licemsee's
Activity That Warrant An Antitrust Review At The Operating License Stage"
(hereinafter, "Comments”). In its Comments, Cap Rock 21leges that TU £lec-
tric's " . . . current activities create and maintain a situation inconsistent
with the antitrust laws and warrant the institution of an antitrust review and

hearing by this Commission.* (Comments, p. 1)

Although the period for providing comments pursuant to the Regulatory Guide 9.3
{rformation submitted in conjunction with the Comanche Peak, Unit 1, antitrust
operating license review ended on December 26, 1986, thr Commission does con-
sider additional information after this perfod {f the activities in question
have occurred after the comment period and could not have been reported during
the period specificelly designated for publi. comments. In instances where con-
struction and subsequent fuel loading of a reactor 1s delayed, there are often
substantial time intervals “eztween completion of the construction permit anti-
trust review and completion of construction of an individual reactor--somet: s
extending over several years. For this reason, staff engages in "monftoring
reviews” and continual data collection for those plants that for whatever rea-

son(s) experience construction or licensing delays.

Cap Rock 21leges that TU Electric 1s inhibiting competition in its service
erea by: 1) abusing 1ts monopoly power over transmission; 2) refusing to

furnish & partial requirements wholesale power rate; and 3) maintaining 2
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price squeeze that adversely affects competition for wholesale power in TU's
service area. C&p Rock maintains that TU Electric, by engaging in these prac-
tices, has violated the antitrust license conditions attached to the Comanche

Peak construction permit. .

Nithout ruling on the merits of Cap Rock's contentions, which 2re still under
review, steff does not believe that the issues raised by Cap Rock represent
changes that are within the scope of the Commissfon's Summer decision. The
staff believes that TU Electric's activities, as alleged by Cap Rock, may
represent recurrences of problems that were addressed and remedied during the
antitrust construction permit review and subsubsequent operating license review
by the Commission (via the institution of antitrust Ticense conditions attached

to the Comanche Peak construction permits).

Staff's antitrust review of the Comanche Peak licensees during the construction
permit review in 1974 identified several areas of alleged abuse of market power
by the principal licensee, TU Electric*, specifically, problem areas related

to TU Electric's vefusal to transmit powcr and energy for smaller power sys-
tems in the North Texas area. During the operating license antitrust review
triggered by Central Power & Light Co. in the late 1970's (cf. Section 1V,

*Previous Antitrust Reviews"), a settlement agreement was reached among the

*The initial review we- ~f TU Electric's predecessor holding company and
operating subsidiaries.
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Comanche Peak parties that included inter alia, a new set of license condi-

tions that required TU Electric's predecessors and now TU Electric to " . . .
sell full and partial requirements bulk power to requesting Entities in the
Morth Texas Area. . . ." (License Condition 3.D(2)(k), per approved settle-
ment agreement dated May 6, 1982.)

Staff has considered Cap Rock's allegations of market abuse by TU Electric in
conjunction with its significant change operating license review of Comanche
Peak. As noted, it appears as though the issues raised in Cap Rock's Comments
are not new issues or problem areas that can ke attributed to TU Electric
since the antitrust construction permit review in 1974 or the antitrust
review by the Commission in the late 1970's. Staff believes that the issues
raised by Cap Rock could possibly represent issues that may be more germane
in the context of a2 compliance proceeding, i e., pursuent to non-compliance
with the antitrust license conditions that are attached to the Comanche Peak
construction permit. Indeed, Cap Rock 21ludes to this possibility in its
Comments at page five when 1t states that, "Each of these refusals is in di-

rect violation of the current antitrust license conditions [referencing

License Conditions, 3.0.(2)(c), (d), (k) and (1)] and clearly contrary to the
antitrust laws and the policies that underlie them.” (Emphasis added.)

Finally, staff believes the allegations rafsed by Cap Rock pursuant to

price squeeze are best remedied by the governing body with juridiction over
retail and most of the wholesale power rates in Texas, {.e., the Texas Public
Utility Commission and according to Cap Rock (Comments, p.7), the price squeeze

fssue is under review by this regulatory body.
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VIi. Summary and Conclusions

Prior to the entitrust settlenent egreement before the Nuclear Regulatory

Commissfon (NRC), competition for the purchase or sale of power and energy

1
end related ancillary services in the Texas bulk power market was primarily }
limited tc intrastete power transections. This intrastate power network has ‘
remained intact for many years -~ notwithstanding the fact thet some power

entities doing business on the perimeter of the state of Texas as well as some

systems within the state have expressed interest 1 interstate bulk power

transactions for a number of years. Although the Texas bulk power market has

remained primarily intrastate in nature, there have been several changes since

the NRC settlement in 1980 that have provided competitive stimulf to this

market,

The change that has had the greatest impact in the Texas bulk power market has
been the implementetion of the Juint settlement agreement, 1.e., before the

NRC and the Federel Energy Regulatory Commission. This settlement agreement
required TU Electric, et al., to make their transmission facilities more
available to power systems in Texas and thereby promote competition between
intrastate and interstate power systems with the construction of two DC
transmissfon lines. Although both of the direct current (DC) transmission

ties with the Southwest Power Pool (SWPP) have not been completed, the North
tie hes been completed and the Central and South West operating systems are
exchanging power end energy over this tie. Plans have been developed to expand

the North tie (as contemplated in the settlement agreement) to accoemodate &

sfgnificant power transfer by & Texas co-generating entity. Capacity i5 percent)
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in both DC interties has been reserved for non-owners who wish to engage in
firm power transactions in the interstate market. Moreover, wheeling to,
from or over the DC interties 1s now an aveilable option to many power

systems in Texas.

Tu remedy a growing need to redistribute power from co-generators concentrated
in industrielized pockets in the state, the Texas Public Utiiity Commission

promulge .ed rules requiring mardatory transmissfon or wheeling of co-generated
power in Texas. These 1.les have enabled corporate entities, which heretofore

have not part.cipated in the Texas bulk power market, to market their by-product

power, f.e., barriers to entry into the production and sale of bulk power in Texas

have been lowered as & result of the newly adopted wheeling rules.

Increesed coordination and cooperation among bulk power suppliers has resulted
in & more open market in the state of Texas. TU Electric has implemented
numerous transmission and scheduling sgreements which have enabled a variety
of power systems to shop for alternative power throughout the northern portion

of the state.* Moreover, a computer controlled bulletin board, advising all

*Although there have been allegations made recently by an electric cooperative
power system in TU Electric's service area that TU Electric has not provided
transmission and coordinetion services upon request, staff belfeves, in light
of the Commission's Summer decisfon, that the issues raised by the coopere-
tive are not germane to the Commission's "significant change" review, but

may be more appropriately addressed in the context of a compliance proceeding.
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members of the Electric Reliability Counci) of Texas (ERCOT) of aveilable
power and energy in the stete 1s now in place, making “shopping"” for power and
energy easier for more power systems in the state -- thereby enabling power

systems to better meet the individual needs of their customers,

A11 types of power ent‘ties in Texas, i.e., municipal, cooperative and in-
vestor owned, are beginning to explore joint generation projects both within
and outside the state. The concept of interstate planning and participation
in interstate power projects is ¢ new ~"e for most Texas power entities. Al-
though the movement to interstate cooperation and competition 1s still in its
embryonic stages in Texas, this movement was contemplated by and provided for
in the antitrust settlement agreement before both the Nuclear Regulatory Com-
mission and the Federal Energy Regulatory Commission. (The settlement agree-
ment provides for requests for capacity increases and ownership purchases in
the DC interties at intervels of every 3 years beginning in June of 1986 and
lasting until June of 2004.) It 1s anticipated that this movement toward
increased cooperation and competition will continue among intrastcte power
systems within Texas and also between intrastate power systems wishing to en-
gate in joint power supply planning and power supply trensactions across

state borders.

Although there are still physical impediments to complete synchronous opera-
tions between most Texas power entities and systems outside of Texas, f.e.,
there are no major alternating current interconnections between ERCOT anc
the SWPP, the settlement agreement provided power systems inside of Texas,

as well as in surrounding states, the opportunity to exchange power and
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energy and engage in bulk power trensactions. The staff views the settlement
asgreement as a major first step in opening up power supply options to & broad
spectrum of power entities in ERCOT end the SWPP, The staff's analysis of the
changes in the licensees' activities since the antitrust settlement has not
identified any changed activity envisioned by the Commission as set forth in

1ts Summer decision. Consequently, the staff recommends that no affirmative sig-
nificant change determination be made pursuant to the application for an op-

erating license for Unit 1 of the Comanche Peak Steam Electric Station.
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UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

James A. Laurenson
Administrative Law Judge

In the Matter of

HOUSTON LIGHTING & POWER COMPANY, Docket Nos. 50-498A
et 2l. 50-459A
(SoutF Texas Project, Units 1 and 2)
TEXAS UTLITIES GENERATING COMPARY, C~cket Nos. 50-445A
et al. 50-446A
(Comanche Peak Steam Electric Station,
Units 1 and 2) : May 6, 1982
MEMORANDUM AND ORDER
APPROVING SETTLEMENT AGREEMENTS
TR PROTOSED TTCERSE CORDTTTORS
KU DISPISSING PROLEEDING

Jurisdiction and Procedura) History

On December 12, 1974, the Commissfon fssued 2 construction permit for

Comanche Peak Steam Electric Statfon, Units 1 and 2 (hereinafter “Comanche

Peak®). On January 14, 1876, the Commissicn issued @ construction permit for
South Texas Project gnits 1 and 2 (hereinafter *South Texas®). In both
cases the Attorney General advised the Conmission that there was no need for
an antitrust helring Thereafter, on June 4, 1976, Centrai Power and Light
Company, one of the applicants in South Texas, filed & request for hearing on
antitrust fssues in that matter. On June 15, 1977, the Commission found
*changed circumstances® in South Texas and requested further antitrust adyice
from the Attorney General. On Februury 21, 1978, the Attorney General
advised the Commiss!on that an antitrust hearing should be hc\d in South
Teias. On June 26, 1978, the Commissfon again found “changed circumstances”
in Comanche Peak and.rcqoested further antitrust advice from the Attorney
General. On August 1, 1978, the Attorney General advised the Commissfon that



an antitrust hearing should be held in Comanche Pesk. In both cases, the

Commission ordered antitrust proceedings to be commenced. Numerous cities,

utilities, and electric cooperatives intervened in these two proceedings.

The Depertment of Justice (hereinafter "Justice™) and the Nuclear Regu\atory'
Commission Staff (hereinafter *Staff") participated 1n'bpth‘proceedings. The
two proceedings were consolidated for discovery in 1978 and for hearing in
1980. Discovery took place in 187§ and 1880. On September 14, 1980, a1l of
the applicents in Poth proceedings, Justice and the Staff, submitted two sets
of proposed 1icense conditions representing a settlement of these matters

acceptable to the applicants, Justice, and Staff. The only intervenor which

opposed the set*lement and proposed license conditions was the Public Util4- -

ties Board of the City of lrowﬂsgi%le. Texas (hereinafter *Brownsville®).
Thereafter, on December 24, 1980, Coﬁformed Settlement License Conditions
were filed. ,

A Conference of Counsel was held on April 13, i982. Again, all parties

to both of these matters, except Brownsville, reiterated their support for

" the settiement or, in any event, their lack of opposition to it. Brownsville

was directed to respond to four specific questions concerning its opposition
to the settlement. On April 22, 1982, Brownsville responded that it no
Tonger opposed the proposed settlement and did not went the settlement to be
rejected. Thus, there is no opposition to the proposed settiement and
Conformed License Conditions.

Test for Settlement Approv!l
The Commission's Rules of Practice encourage settiement of contested

proceedings as follows:



"The Comission recognizes that the public interest may pe
Served through settlement of pearticular fssues n » proe
ceeding. Therefore, to the extent that 4t is not {ncon. :
sistent with hearing requirements in section 189 of the Act
(42 1.58.¢C. 2239), the fair and ressonable settlement of

: contested init{a) licensing proceedings {s encouraged, It
is expected that the presiding officer end a1l of the
parties to those proceedings will take &ppropriate steps to
Carry out this purpose.* 1p C.F.R. § 2.759.

As noted in the preceding section, this consolidated proceeding has »
long and erduous history punctuated by &versary relationships of competent
counsel. Justice, which inftfany recommended that a hearing be held on
antitrust 1ssuis in both matters, 15 now 4n accord with the settiement .
Interesied perties have been effored the epportunity to intervene. AN
intervenors were given the opportunity to object to the settiement and
propesed license conditions. None did so. Since no party to this
consolidated proceeding opposes the settiement or proposed Yicense
conditions, 1 would not be fruitful or n the public interest to diifect the
settiement agreements n search of an antitrust fssyue for ‘hearing. Hence, 1
find that based wpon the foregoing, the Proposed settlement and 1icense °
conditions are'fair and reasonable and are in the public interest,
Accordingly, the settiement s approved and the conditions shall be sttached
to the operating licenses, Since no further relfef 4 requested by any
perty to this consolidated proceeding, this action s DISMISSED.

WHEREFORE, IT 18 ORDERED this 6th dey of May, 1882, that the settiement

Agreements are hereby APPROVED.



IT IS FURTHER ORDERED thet the Conformed License Conditions for Comenche
" Peak atteched hereto and incorporated herein, marked as "Appendix A-Comanche

Peak® shall be immediately effective and shall be sttached to the operat1ngv'

1icense of Comanche Peak.

_IT 1S FURTHER ORDERED that the Conformed License Conditions for South
Texas, attached hereto and incorporated herein; marked as "Appendix B-South
Texas® shall be fnmediately effective and shall be attached to the operating
license of South Texeas.

IT 1S FURTHER ORDERED that this consolidated proceeding 4s DISMISSED.

- James A, Laurenson
ADMINISTRATIVE LAW JUDGE




CONFORMEID
Decerder 188D

LICERSE CONDITIONS FOR COMANCHE PEAK STEAY ELECTRIC STATION UKITS ) AND 2

D. (1) The following definftions apply to ptragreph 3.D.(2):

(e) “hpplicents® means severslly eng Jointly Texes Utflities
Eenerating Compeny, Delles Power § Light Compeny, Texes
ervice Compeny, Texes Power & Light Compeny, Texes

Utilities Company and e2ch other subsidiery, affiliete or
SUCCESSOr compeny now Or hereafter engeped in the penergtion,
trensmission and/or the distribution of electric power in the

Electric

State of Texes.

(b) “*North Texes Arer® means the following Texes counties:
” Anderson, Andrews, Angeline, Archer, Bestrop, Beylor, BeM),
Bordon, Bosque, Brown, Burnet, Cherokee, Clay, Coke, Collin,
Comenche, Cooke, Coryel), Crane, Culberson, Delles, Dawson,

Delte, Denton, [ist

(c) “Entity” means an electric vtility which 1s & person, &
private or public cor:oration. » povernmente] apency or
fty, & cooperative, or an association
pwning, opersting or contractuelly controlling, or proposing
in good faith to own, operate or contractuelly control,
fecilities for generation of electric power and ener
rovided, however, that as vse? §n purogroghs 3.0.(2
($)(e) ang (b
) ang 3,D.(2)(m), ®Entity® means an
electric wtility which 15 a person, 8 private or pudlic
corporation, ¢ povermments) apenty or puthority, & sunici-
pelity, & cooperative, or an association owning or operating,
or proposirg 1in pood faith to owr or operate, facilities for
peneration, transmission and/or distribution of electric

authority, & sunicips

P
g.g.{g;g: ' 328:5535?). 3.0.(2)(1), 3.0.(2

. power ané energy.

(¢) “Entity 4n the Korth Texas Aree® means an Entity which owns
or operates fecilities for the generztion, transmission
and/or distribution of electric power 1n any sree within the

( North Texes Aree.

Aopendix A « Comanche Peak

.ang, Ector, D145, Crath, Falls, Fennin,
Fisher, Freestone, Geines, Glesscock, Grayson, Menderson,
Hill, Wood, Mopkins, Houston, Howerd, Hunt, Jack, Johnson,
Kevfmen, Kent, Lamer, Lampeszs, Leon, Limestone, Loving,
Lynn, Martin, Mclennan, Midlang, Milem, Mitchell, Montegue,
Nacopdoches, Neverro, Kolen, Palo Pinto, Parker, Pecos,

G Pyins, Reapan, Red River, Reeves, Rockwel), Rusk, Scurry,

: schackelfore, Smith, Somervell, Stephens, Sterling, Terrant,

Terry, Tom Green, Travis, Uptor, Yen Zandt, Weré, Wichite,
Wilbarger, Willfamson, Winkler, Wise, Wood, and¢ Young. .




UNITED STATES OF AMERICA .
FEDERAL ENERCY REGULATORY COMMISSION

Lélore Comnissioners: €. M, Butler 1II, Chairman;
Ceorgiana Sheldon and A. G. Sousa.

Central Power and Light Congpany,
Public Service Company of Okalahona,
Southwestern Electric Power Company,
West Texas Utilities Conmpany

Docket Nes. EL75-8
E-95%¢

»
T W N N

ORDER REQUIRING INTERCONNECTION AND
WEELLING, AND AFPROVING SETTLEMENT

(Tssued October 28, 1981)

On February 9, 1979, four public utilities, Central Pover .
and Llibt Conpany, Public Service Conpanl of Cklahonms, Scuthwestern
Electric Pover Company and West Texas Utilities Company, jeintly
giled an application 1/ for (1) ezexption from state regulaticn pre~
venting voluntary coordination of the utilities pursuant to secticn
205(a) ©f The Public Utilities Regulatory Policies Act of 1578 and
(2) interconnection of facilities and the provision of transzission
services pursuant to sections 202, 210, 211, enéd 212 of the Federal
Pover Act (Act), a5 anended. The four vtilities are wholly owvned
subsidiaries of Central and South West Corporaticn (CSW) and here~
after vill be vefarved to collectively as CSW., CSW requested
approval of four synchronous cltcrnattng current interconnecticng
petveen tvo electric reliablil ity councils, the Electric Reliability
Council of Texas (ERCOT) and the Southwest Powver Pool (SWFFP). The
application wvas opposed by Bouston Lighting and Power Compeny e
(ELP) and the operating subsidiaries 2/ of the Texas Utilities
Company (TUC). : ; d

on June 27, 1980, 4n an attexpt to settle, among other things,
this proceeding and & related proceeding before the Nuclear Regula~
tory Conzission, Centzral Powver and Light Company filed an amenced
sppiication seeking spproval ef two asynchronous direct current
interconnections betveen electric utilities in ERCOT and F<FP. On
July 28, 1980, CSW, BLP and TUC subszitted an offer of settlexent which
would effectuate the proposal set forth 4n the amended application.

)/ 7This proceeding bad {ts antecedents in & conplaint £iled on May 4,
1976, in Central Pover and Licht Co., Docket No. E-§558,
alleging @ Bumcer ©f utiditaes in Jexas were public vtilities
subject to the jurisdiction and interconnection suthority of tie
Cemmission.

2/ These conpanies are Dallas Pover & Light Company, Texas Eleciric
Service Company, and Texas Pover & Light Company.

- Rt . © s (-8
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‘Docket Nos. EL79-8 and
£-9558

rhe offer of settlement has been supplenented On two occasions.
The offer first was supplemented by agreement dated Septembey 11,
1680, executed by the Commission staff, CSW, HLP, and TUC, and a
supplemental offer of settlement was filed on October €, 1580,
Then on June 22, 1981, a second supplemental offer of settlenent
ves filed, advising the Comnission that an agreement -had been
executed by CSW and the 0.S. Department of Justice (DQJ), under
which DOJ agreed not to contest the offer of sattlenent as supple-
mented by the supplemental offer of seéttlement anl as anended
by the second supplenental offer of settlement. The offer of
settlezent, as supplemented, will hereafter be referred to as
the "settlenment agreement®,

All parties in this proceeding, while reserving their respece
tive pesitions in the event the settlement agreement is not
accepted by the Comnission, have either affirmatively jolaed in
the settlement agreement or announced their intention to accept
the proposed order without appesl. The administrative law Judge
certified the settlenent agreement to the Comnission as an uncon-
cested offaer of settlement on July 10, 1981.

whe settlenent agreenent provides among other things that

asynchronous interconnections will be inrtalled betveen LRCOT
and SWPP. These would consist of a Noerth Interconnection, to

pbe constructed by CSW, which would consist of two back-to-back
direct current terminals with an initial capacity ef 200 mv on
either side of the ERCOT - SWPP border at Oklaunion, Texas. (5@
vill slso construct an alternating current terminal at the Public
Service Conpany ©f Oklahoza's pover station 4in Lavton, Oklahoza,
and & 345 kv AC transzission line from Lavton to the northern
bus of the intearconnection at Oklsunion, a distance of some €1
piles. The South Interconnection, to be constructed jointly by
€S54 and ELP, would consist of a direct current transmission line
approxtnatcl¥ 153 miles long with terminals baving an initial
_capacity of 500 mv in Walker County, Texas, and at the éouth
Texas Project (STP), a generating plant under constructicn near
Bay City, Texas. Initially, CSW will pay for and be the owner
ef 100 perzent e©f the North Interconnection. As to the South
Interconnection, CSW will pay for and own 60 percent, while ELP
will pay for and ovn the rezaining 40 percent.

- other ptilities 4in ERCOT and SWPP have an opportunity to
participate 4in the construction and ownership ©f the intere
connections on the condition that esch such party pays its pro
rats share ©f the capital costs of constructing the intercon-
pection 4n which it wishes to participate and "undertakes to pay
its pro rats share of the costs of operating and maintaining tbe
{nterconnaction. Purthermore, 8t saxizum intervals ef three
years froz June 30, 1§83, to June 30, 2004, other utilities
which are mezbers of ERCOT or SWPP will be given an eportunity to
participate 4n planning ané owvnership ©f any capachty increases
in the interconnections.

-



L

As part of thelr respective filed wheeling rates, CSW and
dLP will each reserve 15 percent of the capacity of their respective
direct current intercennectic: facilitiies for firm power wheeling,
This reservation will be made for utilities in ERCOT and s'7p"
baving loads less than 500 » . '

Rates and service will be deternined from tine to time in
accerdance with the procedures of sections 205 and 206 of the
Act., CSW, BLP, and TUC agree to file rates with the Commission
for wheeling pover to, from, or over the propnsed direct current
interconnecting facilities which will rell in each of their
slternating and diect current tzansnission costs with the result
that any utility using any of their AC or DC lines for vheeling
pever in interstate commence will pay & rate designed to recover
all costs and a veascnable return on both the AC and DC investzment
and related oparating costs.

In addition, CSW must, upon regquest, cor ult with any entity
vhich owns or cperates electric generation or transmission ’
facilities goncerning the technical feasiblility of any specific
alternating current synchrenous {ntercennaction between ERCOT
and S47P which is proposed in good faith., This shall include
assisting in the formulation and perforzance of load flow and
stability studies and supplying technical and financial informatien
necessary to facilitate the entity's planning of the proposec AC
interconnection., -

The Connission staff grepcrcd an Environmental Analysis
Report concerning the settlement proposal which concluded that

‘the construction and operation of the proposed interconnections,

conditioned ypon certain construction and reporting reguirenents
designed to mitigate environmental izpacts, would not constitute
a ma‘or federal action significantly affecting the quality of the
buzman environment. ;

The Commission f£inds:

(A) The order issued herevith pursuant to section 210 of
the Act is 4in the public interest, will encourage overall
conservation of energy and capital, will cptimize the ovse of
facilitier and vesources, and will improve the reliabllity of
etch electric ptility system to whbich this order applies.

(B) The order issued herewith pursuant ko section 211(a) of
the Act 48 4n the public interest, would conserve & significant
azount ©f energy, would significantly promote the efficient use.
of facilities and resources, would impro e the peliability of
esch slectric utility system to which the order applies and would
reasonably preserve existing competitive :clattonlatps.

(C) The order issued herevith is mot 11&:1! te result in @
¢

geasonably sscertainable uncompensated economic ss for any
electric ptility affected by the order, mor will it piace an

-

l _ ' '.Docket Nos. EL75-8 and '
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undue buréden on, unreasconably impair the teliabif&ty of, or inpair
the ability to render adeguate service to customers of, any
electric utility affected by the order.

(D) ¥Wo party subject to this erder has incurred or is likely
to incur any costs as & result of this order which CSW would be
. obligated to reimburse under section 212(b) of the Act, except as
othervise crdered herein. The record demonstrates that CSW is
ready, willing and acle to reizburse each party subject to this
crder for costs incurred under this order.

(E) The settlerment agreenent is fair, reasonable and
in the public interest and should be approved.

(P) All cutstanding material issues in Central Power
) i ard Licht Co., Docket No. E~§558 are either resolvec or
: Tencerec moot by this order.

(G) The order {ssuved herevith does not constitute a
pajor federal action that significantly affects the quality
of tbe buman envirocrment.

(E) The mitigation and reporting requirements ordered
perein mitigate any potential adverse environzental effece
to the bhuran environment that could arise from this erder.

ore Comnission orders: -

(1) The settiement agreexzent is approved and adcpted by
the Cozzission. CSW, ELP, and TUC shall constriuct the intercon~
pections and take all actions mecessary o izmplement the settlenent
agreexent.

\
} (2) Cemtral Pover and Licht Co., Decket No. E-§558, is

disnissed with prejucice. . ;
(3)(a) Complisnce with this order or any provisions

hersof shall not make TUC, ln¥ of TUC's operating subsidiaries, |

ELP, or any other electric utility or other entity a "public

otilttz'. as that tern is defined by section 201 of the Act,

and subject to the Jurisdiction of the Commission for any

purpose other than for the Eurposo of carrying out the pro-

visions of sections 210, 211, and 212 of the Act.

(b) Cempliance with this order or any provisions
berec! sball mot make T0C, any of TUC's operating subsidiaries,
or ELP subdect to the Jurisdiction of the Conxission for any .
purpose other than the purposes specified in this erder anc
in the settiement agreezent.




Docket Nos. EL79-% and : & 5’-
E-5558

(4) Since the parties have alreacy agreed on the terms
and conditions upon which this order is to be carried out,
including the apportionment of costs between thenm and the
conpensation or reimbursenent reascnably due to any of them,
no yropesed erder pursvant to section 212(c) of the Act is
necessary. The Comnission approves the settlement agreement,
and pursuant to section 212(e)(2)(A) ef the Act, the terms
and conditions of that agreement relating to apporticonment
of costs, compensstion and reimbursenent are hereby incorpo-
gated in this order. .

(5) The Commission is advised that this settlienent is
part ©f an overall settlenment which invelves cases and con-
troversies at other agencies and in various courts and that
gettlenent of this case is contingent upon parallel resclution
in the other forums, including, but not limited to, Securities
and Exchange Commission Adnin. Proc. File No. 2=4551. Therefcre,
in order to accommoclate an overall settlement, the Comnmission
will entertain applications for renanrizg filed by ELP, TUC,
CSW eor any other party that challenges is order, and will
grant :obcartngssOt further consicderation until such tinme &s
gLP, TUC, and either file a withdraval of their respective
spplications for rehearing or f£ile a notice that the settlenent
{s witbédrawn; provided, that until such tize as applications
for rehearing or the settlenent are withdrawn by ELP, TUC,
and CSW, the Comnission, on its own sotion (or meticn of any
party), after reasonable notice and an oppertunity tc coxment,
pay withdraw this order and gremand the case to the administrative
lav dudge to proceed with the case on the original or anended

application f£iled by CSW.

(6) The agreezent between CSW and POJ attached to the
second supplezental offer to settlenment is hereby incorporated
by reference and spproved by the Comniasion) provided bowvever
that BO acts underteken pursuvant to the agreement, or this
Conmission's approval thereof or the incorporation of such
aizocncn: perein shall affect in any vay the non=jurisdic-
tional status of ELP or TUC provided in this order.

(7) ©SW and ELP, and any other owvners ef the North or
South Interconnections shall comply with the mitigation
-measures contained in the Comzission staff's Environmental
Analysis Report, dated October 29, 1580, to minimize the
izpact resulting from coenstruction of the direct current
transmissicn lines.

(8) C€SW and ELP, and any other owners of the North or
South Interconnections, ‘shall conrult with the United States
Fish and Wildlife Service, the Teias Parks and Wildlife
Department and the Texas State gistorical Preservation Office
{n order to deterzine envircnmental guidelines apprbpriate t0
reasonably mitigate any potential aséverse effect to the guality
of the buman environment that could arise from this order.
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E-9558

($) No less then 50 days prior to the commencenent of
construction of each of the North and Scuth Interconnections,
the environmental guideiines deternined for such intercone
nection pursuant to paragraph 8, supra, shall be submizted
by the ovner(s) to this Commission's Division of Environrental
Analysis and to the Commission's Ft. Worth regional engineer,
This report shall include the final right of way identified
for the North and/or South Interconnections and shall identify
the environmental guidelines adopted to reasonably mitigate
any adverse effects to the quality of the human environment.
Thereafter, until each interconnection is operaticnal, annual
reports shall be submitted by the cowner(s) showing that the
environmental guidelines have been observed.

By the Connission,
(sZaAl) ;

LoithF St

Kenneth P. Plumb,
Secretary.
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UNITED STATES OF AMERICA
FEDERAL ENERCY RECULATORY COMMISSION

ELICTRIC RATES: Settlezer=

Before Coz=issicners: Martha O. Hesse, Chelir=an:
Anthony €. Sousa, Charles C. Staloen
Charles A. Trabandt and C. M. Neeve

. Central Power and Light Cozpany,
Pulic Service Cozpany of Oklehoza,
Scuthvesterm Llectric Power Cozper °
West Texas Utilities Cozpany

Docket No. EL79~¢ “C2

B N N

ORDER AFPPROVING SETTLIMINT
(Issuved July 23, 1987)

On June 10, 1987, Central Pover and Light Ceozpany ("CFrL"),
Public Service Company ©f Oklahoma ("PSO%), Southwestern glecssic
Cezpery ("SWEPCO®), West Texas Utilities Company (*WITU") (ecllec-
tively, the "CSW Operating Cozpanies”), Houstoen Lighting & Powver
Corpany ("HLEP") and Texas Vtilities Rlectric Cezpany (*TV
Electiric™), pursuant to section 385.602 of the Comzission's Rules
e ©f Practice and Procedure, filed an Offer ©f Settlement with the

Comxission for its consideration and approval.

|

|

|

|

|

By this Order, we adopt and spprove the Offer of Settlezent
ard order the relief reguested therein and in the Petition £ilec
en May 1, 1986, by tbe CSW Operating Cezpanies and ELiP,
wpodifying the prior Orders ©f the Comzission in Docket Ne. FL7§-5
to the extent set forth herein.

Rackground

By its Order fssued in Docket Nos. EL79-8 and F-95&p en
| October 28, 1981, as corrected by the Errats Notice issuved
| November 5, 1961, 17 FERC § 61,078, and its Order en Rehearing
| issued Jaruary 29, 3962, 18 FIRC § 61,100, incorporating by
| reference the forz of *"Order Approving Settlement® gubmitted with
| the Second Supplemental Offer of Settlerment 4n such preceeding
| (the *"Origirnal Orders*), the Comnission, Apong eother things,
| pproved a settienent requiring the construction eof tve
| asynchrenous direct current interconnections between electric
| vtilities in the Electric Reliadbility Council of Texas (*ERCOT™)
| and electric wtilities in the Southvest Power Pool ("SWPP"). The
Original Orders also regquired the provisior of transmission

~N
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service for vheeling powver to, from and over the interconnecticrs
by the Csw Operating Cozpanies, HLLP and the electric Stility
Operating cocpanies of Texes Utilities Covpany, te which TU
Llectric is the successor,

The Origine) Orders specifically reguires the CS¥ Operating
Cozpanies and HLiP to "construct or cause to be constructed the
hecessary facilities to elffect the intercennections 8 cdescritec
in or consistent with the settlezent agreement. » The settleczen:
S5Teezent and thz Originel Orders descrided tvo interconnections:
(1) an esynchronous direct current interceonnection betveen pso
Bystexz facilities neas lavteon, Cklahoma and WTU systes facilities
neer Oklaunion, Texas, heving an initial nominal capacity eof 200
KW (the "North Interconnection®), to be constructed by the CSw
Operating Corpanies; and (2) an asynchronous direct current
interconnection betveen the Csw Operating Companies in Walker
County, Texes and the Scuth Texes Project (the "South
Interconnection®), having an initial nominal capecity of so0 Mw
to be constructed by the Csw Operating Cozpanies and MLip (the
North Intercernection and the South Interconnection Peing
Teferzed to herein Jeintly as the 'Intcrconnnctions“).

The North Intercennection ves placed in service on Decezter
14, 1984, Paragraph (10) (c) (44) of the *Order Appreving
Settlezent® incerporated by reference in the FERC'S Order issued
Jernvary s, 1982, provides that wvhenever pPlenning is undertaken
to incresse the capacity of the Intercennections, but at
intervals eof no more than every three years after June 30, 198),
until June 20, 2004, electric vtilities 4{n ZRCOT and SWPP will be
given the opportunity te perticipate 4n tre planning of incresses
in the Capacity of the Interconnections and ef Perticipating in
the oewvnership of any increzental Capacity added, provided certain
conditions are met. Heving corplied with this provision 4n 1586
by offering perticipacion to ERCOT and SWPP electric Vtilities,
the Csv Opersting Companies entered into an agreement to perzit
the expension of the North Intercennectien from & nominal
Chpacity ©f 200 MW te & mozinal Capacity of 300 MW. The 300 M
©f expanded capacity weuld be owned by the City of Austin, Texas.

On February 18, 1983, CPL, SWEPCO and HLEP filed with the
Public Utility Comzission of Texss ("TPUC") an epplication for
the issuance of » certificate of convenience end necessity for
the construction and eperation of the South Interconnection.
Because of continuing litigetion regarding the application for
certification and attendant Celays in the certification,
construction and cperation of the South Interconnection, on May
1, 1986, the CsW Operating Cocpanies and HLIP filed » Petiticn
with the Cozmmissien Proposine that the South Interconnecticn be
relocated, Epecifically, Fetitioners Tequested that Origina?
Orders be podified so as to (28) reguire construction of direct
Current terzinals and such essocis.ed altcrncting current

‘e
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transcission fecilities as are necessery to effect an
asynchronous direct current intercennecticn betveen SWEPCO's
Welsh generating station and TU Electric's Monticelle generatirs
stetion (hereindelov defined as the "East Interconnection®): (&)
reguire the CSw Operating Cezpanies, HLiP and TV Zleczric to
intercernect with each other at the East Interconnecticn: (c)
require such ownership of the East Interconnection by the Csw
Operating Cezpanies, HLiP and cthers, and such vheeling,
coordination, cozzingling, sile anrd exchange of electric pewver
to, fren and over the Fast Interconnection or within the State cf
Texas as may facilitate its use: and (¢) relieve the CSW
Cperating Ceompenies and HLiP frem their obligation to comstruce
and operate the South Interconnection Upon censtruction of the
Last Interconnection.

The State of Texas and the TPUC intervened, and wvhile
reserving their jJurisdiction end euthority regarding the need for
and issuance of & certificate of pudlic convenience and necessity
for construction of the East Intercennection, do not eppose the
Cffer of Settlement or modification of the Original Orders as
regquested by Petitioners and recognize that the Original Orders
and the proposed meodification thereo!f preclude ény consideration |
Py the TPUC of the deguacy of existing service and (he need for |
acdditionzl service. ;

All ether parties, while reserving their respective
positions in the event the Cozzission rejects or podifies the
Offer ©of Settlezent, have either affirsecively 4oined in the
Proposal or sanncunced their intention te accept the proposed
erder without appesl. . |

. - -

\
The Offer of Settlement would resolve 8l mutters at fssue |
in this proceeding. The Offer of Settlezent provides, as an |
slternative to construction ef the South xntcrconnoction, for the
construction of an interconnecticn st & site in ®8st Texas |
betwveen SWEPCO's Welsh genersting stition and TU Electric's |
Monticelle generating station, both lecated in Titus County, |
Texas, with an initial norinal capacity of 600 MW (the *East
Interconnect »n%), and for the construction, eperation, ewvnership
4nd use therecf by the CSW Operating Companies, MLiP and TU
Eleciric. The Offer of Settlezent further provides that the
North Interconnection Bey be expanded to a nominal Capacity of
200 MW,

LT

The East Interconnection is to consist ef the folloving
facilities: ()) & 345 kv AC svitchyard facility at the TU
Llectric Monticelle generating station necessery for the inter-
connection of the TU Electric AC electric Bysten vith the Welsgh-
Fcnticello Line (the "Monticello Svitchyard Facility®): (2) the
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"Welsh-Monticello Line,™ which is a 345 kv AC transzissicn lirne
betveen the Monticelle Switchyard Fecility and the MVDC Ter=ainel;
(3) the "HVDC Terminal,™ consisting of high voltage direcs
current back-to-back converters and related facilities and the
land on which it is located: and (4) & 245 kv AC svitchyard
facility at the SWIPCO Welsh generating station necessary for tre
intc-connection e©f the SWEPCO AC electric systex with the HvDoo
Terzinal (the "Welsh Switchyard Facility"),

; The Offer of Settlerment provides that the foregeing
fecilities are to be owned as follows: (1) the Monticello
Svitchyard Facility by TU Electric: (2) the Welsh-Monticello
Line by SWIPCO: (J) the HVDC Terzinal by CPL, SWIPCO, HLiP and TV
Electric (the "Participants®) in accordance with the ratio of
their respective ovnership interests set forth below to the total
BEVDC Terzinal nomiral Capacity of 600 megawatts:

CPL - 150 nominal megawatts

EWLPCO - 150 nominel megavatts

end (4) the Welsh Swvitchysrd Fecilities by SWEPCO.

Notwithstanding the separate ovnership of certain eof the
fecilities cozprising the East Interconnection, all of such
facilities are to be exclusively dedizuted to the transcissior of
electric energy to, fres and over the Eost Interconnection
pursusnt to the provisions of this Order.

The Participants shall corpensate SWEPCO, as the owner of
the Welsh-Monticello Line and the Welsh Switchyard Facilities,
and TU Llectric, as the ewner of the Monticelle Switchyard
Facility, for use of such facilities by an annual facility charge
sufficient to compensate SWEPCO and U Electric for their costs,
including & reascrable return on investpent.

Riscussion

As proposed by the Cffer of Settlerent, the construstior -H
the East Interconnection will enable the Parties to give effect
to the Coznission's Original Orders, consistent with the
objectives of the Cornission's Original) Orders. 3In this Tegard,
the opportunity afforded for electric utilities in ERCOT &nd Swij
to perticipate at this time 4n the ownership of the Last
Irterconnection approved Perein satisfies the undertaking in the
Originel Orders to first offer such ePpPertunity with respect to
the South Interconnection within three years after Jume 30, 1vel.
Netwithstanding this opportunity, nothing hereim is te be

L T4

3 HLELP - 200 nomir el megavatts
. TU Electric - 100 nozminal megavatts :
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construed to terzinate capacity

: reserved for qualified utilities
in the East Xntorccnnccticn. exc

ept s lipited by the Previsions
©f Paragraph (310)(e) (i) of the Criginal Orders.

, The Offer of Settleren

t, which provides for the interconnec-
tien of the CSw Operating Co:x

Penies in ERCOT with these in the
SWPP and for the interconnecy:

with the SWFP pursuant to secticns 210 and
Fower Act, as anended (the "Act"),
tives of.the Cezzission's Original
Tights set out therein.

212 ©f the Federa)
is consistent with the ctjec-
Orders and preserves the

The Coz=ission has Jurisdiction to issue
under sections ¢01(b)(2), 220, 211 and 212 ©f the Act. This
erder, vhich eodifies in Part the Original Orders issued in
Docket No. EL75-8, is consistent with and supported by the

findings of the Original Orders and the supporting evidence
acduced herein.

Tre Comzission has revieved the engineering reporis
subnitted by the Participants, and investigated the inter~
connections proposed in the Offer of Settl ment, 4n ercer to

Ceternine whether they »2re in the public ¢ : erest. &/ Pursuant

SO sections 210 and 2°.(2) of the Act, th . Order is in the

public ipterest, wili izprove the reliabi ity of each electric
utility systex to which this Orcer epplies, and will reasonably
pPreserve existing corpetitive relationships. The Orcer will not
result in any resscnably ascertainable uncozpensated eceneric
loss for any electric utility affected by the Orcer, nor will it
place an undue burden on, unresscnably {mpair the reliability of,
©r impair the ability to render adequate service to custozers of
ary electric utility affected by the Order.

The Coznission Staff Prepared an Invironcental Assessnent
concerning the settlezent Proposal and concluded that the cone-
Struction and cperation ef the preposed interconnections would
hot constitute & major federal action signiticantly affecting the
Guality of the human environment. The izplezmentation ef the
envirenzental recomsendations ordered belov will provide adecgunte
pitigetion of the potential adverse environmental effects of the
actions required by this Order.

4/ The Cozzission motes taat the participants have indie-
€ated that transient stability studies related to the
Cperation of the axpanded North Interconnection will be

conducted pricr to construction of the expansion of that
interccnnection.

September
EXHIBIT D

6N ©f HLIP and TU Electric in ERee

o

the order recuestes

8,

1%87
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(A) The Csw Operating Co=paries, MLiP and TV Electric gral:
construct or cause to be constructed the necessary facilities, as
described 4in Ordering Paragraph (E) (1) of this Order, to effecs 2
¢irect current esynchronous East Intercennection with a nesinzl
Capacity ©f €00 MW between SWEPCO's Welsh generating staticn ar-
TV Electric's Monticelle generating staticn.

(B) Consistent with the expansion provisions eof the
Original Orcers, the Nerth WVDC Interconnection may be expandes
to a2 nozinal capacity of 300 pegawetts,

(C) The CSW Operating Cozpanies, HLEP and TU Electric shal)
interconnect with each other and vith eny other adjacent wtilisy
et (i) the East Interc. nection, (i1) at locations which are
presently in place a»d [i4i) at such locations which may be
putually agreed upor . © he CSW Operating Cozpanies, HL:iF or TU
Electric and any vtil vy 4n erder te Perzit or to facilitate tre
transzission, purchase, sale, exchenne, wheeling, coordinstien er
cezzingling of electric power in intirstate comzerce, %o, free eor
over such interceonnections (including the North Intercennection
and the East Interconnection, being referred to herein Jointly as
the "HVDC Interconnections”) or within ERCOT, by or for the Csw
Operating Companies, MLéP eor TU Llectric, or any other electric
Utility. The CsW Operating Corpenies, MLiP and TV Electric will
Baintain’and use any such interconnection for any purpose, except
in and doring erergencies as deternined by the CSw Operating
Companies, HLiP or TU Electric er except when othervise crdered
by & governzmental entity with putative suthority, regardless cof
the source of the electric pover in interstate comnmerce, and
wWhether or not autherized or ordered by the Comnission or by any
ether governzental autherity, Howvever, the CSw Operating
Conpanies, HLIP and TU Electrie shell not be reguired to paintain
any such interconnectiocn and Bay each disconnect in erder to
sssert rights under the Act ¢ any vtility or federa) pover
parketing agency proposes or proceeds to construct or Cperate a
facility for the transnission of electric pover in interstate
conzerce, other than the facilities provided for in this Order,
vithout first obtaining an erder under the Provisions of sectiers
210, 211 and 212 of the Act. Unless &ny such intercoennection is
& non-jurisdictionsl interconnection erdered by the Comzissien
under the provisions of secticons 210, 11 and 212 of the Act,

(i) KL4P may disconnect in the event it deterzines that to °
Eeintain any such {nterconnection would affect its non-
Jurisdictional status under the Act, and (44) TU Electric ®aYy
€iscennect in the event it determines that to maintain any such
interconnection would affect its nen-jurisdictional Btatus under
the Act. In any event, MLiP or TV Electric may elect to B2intain
any interceonnection without prejudice teo its non-jurisdictions)
Status set forth in Ordering Paragraph (1).

(D) The CSW Operating Companies, HLLP and TU Electric shel)
pernit other utilities to participate in the construction ane

8, 1987

‘o
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ewvnership of the East Interconnection on the condition thet each
SuUCh other party thet wishes to participate pays its pre rata
share of the ccsts of constructing the East Intercennection end
undertakes to pay its PTo ra2te share of the cos:s ©f cperating
and zaintaining that Interconnecticn and agrees further to be

beund by the ter=s and conditions of the Agreenzent azong the
Participants in the East Interconnection.

(E) . (1) The East Interconnection shall censist of the
following facilities: (a) the Monticelle Switchyard Facilicy,
which shpll be owned Py TU Electric: () the WelsheMorticello
Line, which shall he owned by SWEPCO: (¢) the SVDC Terzinal,
wvhich shal) be owvned by the Participants in Accordance with the
Tatio of their respective Ownership interests set forth belov to
the total HVDC Terminal meainal capacity of 600 megvatis:

CrL - 150 nozminal megavatts

EWEIPCO - 50 nozinel megawatts
HLWP - 200 nezminal pegawvatts
TV Electric - 100 nominel megawatts

anc (¢) the Welsh Switchyard Facilities, which shall be ewvnel by
““‘zpcoo . . 2

o (2) Notwithstanding the separate ownership of cersain
©f the facilities cozprising the East Interceonnection, all of
such facilities shall be exclusively dedicated to the trans~
rission of electric energy to, from and over the East
Interconnecticn and for use by the Participents in prepertion to
their relative ownership interest in the HVDC Terminal, by any
Qualified utility having a right to the use ©f the Fast
Interconnection pursuant to an Arrangexent entered irto in
ccordance with the provisiens of Paragraph (C)(%), er by any
electric utilicy bBaving such right pursuant to the provisions of
Paragraph (M). .

(3) The Participants shall conpensate SWIPCO, as the
evner o©f the Welsh-Monticello Lire and the Welsh Switchyard
Facilities, and TV Llectric, as the owvner of the Monticelle
Swvitchyard Facility, for use of such facilities by an annual
facility charge sufficient to conpensate SWEPCO and TU Electric
for their cost, including » reascneble return en investrent,
Said fecility charges, detercined in cozpliance with this Order,
shall be incorporated in an Agreerent betveen the owner-Parti-
cipant and the user-Participants. Such &Greecents shall
unilaterslly be filed by each evner-Participant from tise to tize
with the Cox=ission, &nd the Coznission shall reviev such
Sgrecrents pursuant te the procedures of secticn 205 of the
FeZeral Powver Act. The first such &gTreenents shall be filed so

B, 1987
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85 to becoze effective Pricr to the cornnercial cperation of the
facilities. i .

(F) Subject to the provisions ©f section 20) of ths Feders:
Pover Act, ovnership or use of the East Interconnect’on or the
North Intercoennecticn, including the rights and obligations
established herein, B2y be trensferred at any tize withecus
further crder of the Cez=issien.

(C) (1) Except as other othervise provided in Orderinrg
Paragraphs (C)(4) and (5), and unless lirited by contract, eack
Participant or owner shell use and haive the exclusive right te
the use} for ary purpose, of that HVOC Interconmection in wvhich
it hes an Ownersbip interest, to the extent ©f its ownership
interest that MVDC Interconnection, o1 {n the Case ©f the East
Interconnection, to the extent ©f its oviership interest in the
HVDC Terminal.

(2) HKLIP and TU Electric shall use the WVDC
Interconnections for any purpose, inciudinq the purchase, sale,
exchange, wheeling, coorcination, corrmingling or transfer of
electric power and energy in interstate cozrerce.

. (3) The Csw Operating Corpanies sheall uUse the M\VDC
Interconnections for &ny purpese, including the central dispatzch
©f energy between and azong the CSwW Operating Cornpanies to
enhence the econozic ecperstion of the CS¥ Operating Cozpanies 2s
& single integrated and coordinated systex.

(4) Any capacity 4n the HVDC Interconnections which
B2y be unused at any point in tize may be used by sny ether
systex in ERCOT or SwP¥p UPen reguest, subject to interruption by
eny Participant or ewvner desiring to utilize Yts entire capacizy
and subject to payrent of such rates as shal) be adeguate to
Fecover the cost of such use of the Interconnection, and other
terzs and conditions as pay be unileterally filed by the
Perticipant or owner fres tire to time with the Conzission in
sccordance with the procedures of Secticns 205 and 206 of the

8, 1987

Federal Powver Act, vhether or not othervise &pplicable, by virtuve .

©of agreezent of the Parties pursuant te section 213(d) (3) of tre
Act, .

(%) The Csw Operating Corpanjes, WLip and TU Electric
will esch reserve 35% ©f their respective Capacity {n the KVDC
Interconnections fer fire power wvheeling and purchase by
qualified utilities (as that tern is defined in the Coz=ission's
Original Orders) under the terns, conditiong and limitations
Provided by the Comsission's Criginal Orders.

(&) A)l reguests for rescrved capacity frop qQualified
vtilities must be &csepenied by » signed binding agreesent for

teyg
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trhe reservation of the Copacity sought or for the purchease of
sucth cepacity.

(b) 12, in respense to the annual solicitation to
Qualified utilities for reserved capacity, the agsregate of
Teguests to use and/or purchase SuCh capacity exceeds the asoune
©f uncszzitted reserved cepacity, then Capacity will be mace
available pursuant tc such Tequests on the following basis:

(i) Eech quelified utility reguesting
reservation cepacity shall be entitled to con-
tract for the use of, or to purchase, a pro
I2L2 share of the available reservation capacity
based on the preportion its request bears to the
total ©f all reguests.

(ii) The agreement signed by the
Téguester shall provide for its cancellation
©r for reduction in the arount to be con-
tracted for or purchesed in the event that
the requester is unable to receive as large
& share o©f capecity as reguested due to the

ZAIR Treduction set forth 4in subparagraph
(P) (1) above. If a reguester finds it
hecessary to cancel its reques: as & result
Lf the pro xpse reduction, the capacity so
Telinguished will be i+ ided apong the
Tecmaining reguesters on a RID xasa basis
pPursuant to subparagreph (L) (4) above.

(c) Purchase of reservation capacity by qualified
utilities in the East Interconnection shall be on a
basis fron the Csw Operating Cozparies, HLiP and TV Electric
unless the CSW Operating Cocpanies, HLEP and TV Electric
Cthervise agree. .

(6) Whenever plannirg is undertaken to increase the
Capacity of the MVDC Interconnections, but at intervals of no
Fore than every three yesrs after June 30, 1986, with respect to
the North Interconnection, and after June 30, 1989, with respecs
te the East Interconnection, wuntil June 30,2004, electric
vtilities in ERCOT and SWPP shall be given the opportunity
to participate in the planning of incresses in the capacity of
the HVDC Interconnections and of perticipating 4{n the owvnership
©f any incresentas) Capacity added, provided again that each party
that wishes to participate pays its pro ZRiA shaere of al) costs
4nd undertakes to pay its pro ILiR share of the costs of
opereting and Eeintaining that WVDC Interconnection and agrees
further to be bound by the terms and conditions ©f the applicadble
Agreezent emong the owners or Perticipants of that WVDC Inter~
connection. Any such plenned incresse in the capecity of either
KVDC Interconnection shall be sudbzitted to the Comzission for

‘e
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sction pursuant to sections 210, 211 and 212 of the Federal F:ver
Act. : .

(H) The Cs¥ Operating Cormpanies, HLE: and TU Electriz shal)
vheel power for esch other and for other electrie Eystezs in
ERCOT and SWPP to, fre= and over the East Interccnnecticn at the
retes and under the terzs and conditions set forth in the setile~
Bent tariffs sutzitted in Docket Nos. ERB2-545-000, &k al..,
except that such tariffs shall be Bodified as hecessary to corply
with this Order. Such modified tariffs shall be filed with tre
Corzission as compliance filings within ninety (50) days afzer
entry . of this Order.

(I) Cezpliance with this Order and the Offer of Settleze-<
$hall not meke HLIP or TU Electrie ©r any other electric utilizy
©r other entity a “public vtility' s that ter= is defined by
Section 201 of the Act and Subjec. to the jurisdiction of the
Corzission feor any purpose other than for the purpose of carrying
Out the provisions of sectioens 210, 211 and 212 of the Act.

(J) As a result of this Order, HLiP and TU Electric =ay ke
©r will be operating in interstate commerce by virtue of the
interconnections reguired by this Order and the vheeling, trars<
pission, purchase, sale, exchenge, cocrdination er cexmingling of
electric power to, from or within ERCOT, including the owmership
er use of facilities therefor, or by virtue of the synchrenous or
asynchronous cperaticn of electrozagnetic unity of respense of
interconnected elec. -ic fecilities: HLiP and TU Elec:ric,
hovever, shall not be subject to jurisdiction under secticn 202
©f the Act by virtue of section 201(b)(2) eof the Act.

(X) In the event any other electric Utility is deter=ine~
to be subject to Jurisdiction as a public wtility under the Acs
85 8 direct or indirect result of the flow of pover and energy
through the North Intercennection er the East Interconnecticn, or
ownership of the Nerth Intercennection ©r the East Intercennec-
tien, such Jurisdiction shall mot affect the nen-jurisdicsiona)
Status of KLIP or TV Electric.

(L) Since the parties have already sgreed on the terzs an?
conditions upon which this Order is to be €arried out, includins
the spportionzent of costs betwveen ther &nd the compensation er
reizbursenent ressonably due to any of them, no Proposed order
pursuant to section 212(c) of the Federal Power Act is necessary.
The Coz=ission approves the settlesent &nd, pursuant to Section
212(c)(2)(A) ef the Act, the terrs and conditions ©f the settle~
ment relating to apportionzent of €osts, compensaticn and rei=-
bursement as set forth ®herein are hereby incorporated in this

Order.

(¥) The owners of the 100 mw e€xpansion of the North In<er-
connection shall subnit to the Cormission Eransient stability

1887
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stucies relating to the expanded Noreh Interconnection pricr to
the construction of that interconnection.

(N) The Participants in the Fast Interconnection shall
cerply with the pitigation measurss contained in Attachrpent A
rereto in order to minizize the environzmental izpact resulting
free construction ©f the AC transzmission dines.

(O) Not less than 90 days prior to the cezzencenent of
construction (right-ofe-wvay clesring) of the East Interconnec-
tion, the Participants shall subzit to the Pivision eof Enviren-
pental Analysis, Office of Hydropower Licensing, a report
detailing cozpliance with Envircn=ental Recomzendations Nos. )
through 4 of Attachzent A. Such report shall include the fina)
right-of-wvay identified for the Zast Interconnection. Not less
than 120 cays after the transzission line is energized, the
Part.cipants shall subzit a report detailing coxplience with
Envirornzental Recoxzzendations Nos. S and 6 of Attachrent A.

(P) Sudject to iousannblc contingencies, such as possidle
Celays in cozplying with the envirenrental requirements of this

Orcer, anc force maieure, the CSW Operating Companies, HLiP and
TV Electric will commit to cause the Fast Interconnection to be

irstalled and operational within four (¢) years of the date this
Order is no longer subject to reviev.

(0) Upon construction of the Fast anterconnecticn, the CS»
Operating Cozpanies and HLEP shall ke relieved of any ebligation
to construct, install, expand or operate or to meke capacity
available in the South Interconnection as required by the
Original Orders and from any eobligation to tramseit pover for
ether electric utilities to, froz and ever the South Inter-

connection. . |

(R) The provisions of the Comnis.ion's Originel Orders,
except as herein modified, are unchanged by this Order, and the
rights and obligations estadblished thereunder shall rezain §in

full force and effect.

(§) The Comxission's approval of this settlement does not
constitute approvel of or precedent regarding any principle or
issue in this proceeding.

By the Cozzission.

(SZALl) ; M;'fu

Kernneth F. Plu=r,
Secretary,

LY
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Docke: Ne. EL75-8-002 Attach=ent A

Enviren=ental Recozmendatiens

1.

SWIPCO, before starting any larc-clearing or land-
€isturbing activities, sheuld consult with the lan-
cowvners, the Scil Conservatioen Service and the U.S.
Fish and Wildlife Service about cdeveloping a plan thas
includes the best managezent practices to contrel
erpsion and sedizentation as a result of projece
construction and maintenance.

SWIPCO should include in the plan an irplerentation
schecule, monitering and paintenance preograzs for
project coenstruction, and provisions for pericdic
reviev ©f the plan and for making any necessary
revisions to the plan,

SWIPCO, after consultation with the U.S. Fish and
Wildlife Service and the Taxas Parks and Wildlife
Departzent, should locate the final right-of-way (ROW)
slignzent o©f the East Interconnection so that betteom-
land hardweeods and other wetlands are aveided. Wwhere
“ottozland hardwoods and other wetlands cannot be
avoided, SWEPCO should, as puch ss possible, avoid the
Flacerment of transrmission towers within vetlands, spen

treans, and allow shrubs to revegetate the ROW
folloving construction.

SWIEPCO, after consultation with the V.S. Fish and
Wildlife Service and the Texas Parks and Wildlife

 Departdent, should develep a wildlife mitigative plan

that will provide for the clearing, revegetation, and
peintenance ©f the project transpissicn line right-of-
way for the benefit of wildlife rescurces.

SWIPCO, after consulting with the State Eisteric
Preservation Office (SHPD), should conducs & survey of
the ares o©f the project's potential environmental
izpact (APZI). The survey should be of sufficient
scope and intensity to identify the Preperties that are
listed on or eligible for listing on the National
Register of Historic Places that sre Jocaved wvithin the
APLE] and should cultinste in a sSurvey report that
adequately documents every Natione) Fegister and
eligible property in the APEI. This Survey report,
slong with the comments and recorrendations of the
SHPO, should be filed with the Cormission before SWEPCD
begins constructing the proposed transzission )ine. :

ey
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In the survey report, SWEIPCO should identify esch
National Register and eligible property in the APEL,
sccerding to the National Register criteria of eligibi~
lity in 36 Coce of Fecerasl Regulaticns (CFR) 60.

EWEPCO should specify the criteria that each Natienal
Fegister and eligible preperty satisfies, and should
Cescribe each Naticnal Register and eligidble property
according to the applicadble criteris.

In the survey report. SWIPCO should evaluate the effect
thet constructing and cperating the transmission line
would be likely to cause at each National Register and
eligible property according "o the criteris of effect
in 26 CFR 800. SWIPCO should then deterzine, 4in the
case ©of each effect, vhether or not the effect would
likely be adverse. SWEPCO should apply the criteria of
effect and adverse effect to the specific characteris~
tics of the National Register and eligible properties
that have substantially contributed to satisfying the
Naticnal Register criteria of eligibility.

In the survey report, SWIPCO should describe measures
to witigate adverse effects to the specific character-
istics ©f National Register and eligible properties
that have contributed substanrielly to satisfying the
Faticnal Register criteria of eligibility.

SWIPCO should apply the criteries of eligibility of the
criteria of effect and adverse effect and ghould
present its deternminstions of eligibility, effeoct, and
adverse effect to the SXPO in formal written form prior
to f£iling these data vith the Cozzission and should
reguest, pursuant to Section 106 of the National
Historic Preservation Act, that the SHPO concur with
SFIPCO's determinations of eligibility, effect, and
adverse effect.

SWIPCO should not begin construction of the transzis~
sicn line in » manner or location that might affect a
National Register or sligidle property until all
requirezents of the Netional Mistoric Preservatien Act
that pertain to the constiruction and cperation eof the
line have been satisfied and the Connission has so

inforped SWEPCO. -

SWIPCO should coordinate with the cperators of the tve
racio tovers (FAA and Southwvestern Bell) located in the
project ares to insure that the interconnection would
not dejrace the perforzance of these facilities. The
results of coordinaticn with the operators should be

filed vith the Cornission.

'.'
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€. SWEPCO should econduct » recdio
transmission line ROW at

SWEPCO sheould use an AM

Ceozx=ission.

TXX=671%
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-~

Noise survey along the
dpproepriate locations that are
relatively free of electrical noise froo other sources.
redio receiver in the survey,
end sheuld evaluate the reception of the
broadcasting stations Serving the ares at each location
both with the line energized and deenergized.
results of this survey should be filed with the

principal
The

8,

1987
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UNITED STATES OF MMERICA  SECURITIES & EXCwar e«
before the MAILED Fus ~
SECURTTIES AND EXCHANGE COMMISSION )
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'
s

PUBLIC UTILITY HOLDING COMPANY ACT OF 1835
Release No. 22439 [ Aoxil 1, 1982 , S AN L
1n the Matter of : LIEQ. KO g
CENTRAL AND SOUTH WEST CORPORATION

s :‘" }.-";'
CENTRAL FOWER AND LIGHT COMPANY Abgﬂwmmm ‘

PUBLIC SERVICE COMPANY OF CFLAHOMA File No. 3-495]
SOUTHWESTERN ELECTRIC FOWER COMPANY

TRANSOK PIPE LINE COMPANY :

WEST 1EXAS UTILITIES COMPANY

(55-5)

mcmmmmxmmmmmmcmnc

on Pebruary 16, 1045, we issved a decision in which we determined that
the electric Utility system of Central ad South West Corporation
(*CSW™ ) was an integrated electric public utility system, as defined in
Section 2(2)(29)(A) of the Public Ltility Bolding Company Act of 1935
("Act"), and that, subject to certain adjustments which have long been
effected, CSW camplied with the requirements of Section l1(b)(1) o the

Act. The Middle West Oor) ation, et al., 18 BEC 206 (1945). CS+ has
been i5 & registe Ehmg company «

'cwmanotﬁ:emundmgmnsdmmnod:dmbnwmg

operating electric ptility companies (“operating crpanies®). Central
power and Light Company ("CPil®) operates in a portion of south Texas;
Public Service Company of Oklahoma (*PSO"), in portions of eastern &
southwestern Oklahoma; Southwesterm Electric Power Company (*SWEPCD"),
in portions of east Texas, western Arkansas and northwestern Louisians;
and West Texas Dtilities Cormpany ("WIU"), in a part of west central
Texas.

physically, the CS4 system corprises roughly three-quarters of a circle
with & center in morth central Texas. The operating companies are
interconnected end to end around this &rc, extending fram CRL in south
Texas, between the Rio Grande and the Gulf of Mexico, through &
velatively narrow corridor in west Texas (WIU) to interconnect with
PSO. PSO intercomnects in eastern Oklahoma with BWEPCD, The cperating
companies together serve & territory of spproximately 152,000 square
miles with an estimated population of 3,000,000, The largest cities
served are Corpus Christi, Abilene, Laredo, San Angelo and Longview in
Texas, Tulss and Lavton in Oklahama, ghreveport and Bossier City in
Louisiana, snd Texarkana in Texas & Arkansas. Pertinent econamic
data concerning the cperating companies for the year ended December 3l,



L 2 -
Net "y
Net Generating System !
Utility Operating . Station Max imum FAH

plant Revenues Capacity Demand - Sales
(millions) (millions) (MA) (M) (billions)

O CRiL  § 1,386 § €70 3,882 2,508 13.4

PSO 1,190 522 3,969 2,839 16.4

SWEPCO 995 385 3,025 2,652 13.2

wIU 226 lgl 1,054 . 954 5.2

|

On March 26, 1974, the Oklahoma cities of Altus, Frederick, Cordell and
pannford and verdigris valley Electric Cooperative and Indian Electric
Cooperative, Inc., wholesale customers of PSO, caplained to the

- Camission that CSW had ceased to cperate as an integrated electric
utility system and requested, among other things, that the order of
February 16, 1945, be modified or revoked. Section l1(b) provides that
the Cormission may revoke or modify 8 prior arder issuved thereunder if
*it finds that the conditions wpon which the order wes pedicated &
not exist.* -

On January 30, 1976, the Cormission ordered that a hearing be held to
recnsider in light of current conditions the conclusion reached in
1945 regarding CSW's compliance with the integration standards of
Section 11(b)(1), &nd to determine whether plans developed by G ad
its subsidiaries affecting future gperations of the systen could
achieve compliance with Section 11(b)(1). 1/ Under that section, the

M - Camission is directed to limit the operations of & registered system
to "a single integrated public-utility system.” Section 2(a)(29)(A)
defines that term with respect to an electric utility system as one
whose utility assets "are physically interconnected or capable of
physical interconnection and which wder normal conditions may be
econamically operated as @ single interconnected and coordinated
system . . .*

PSO and SWERCD are members of the Southwest Power Pool ("BWPPT), and
are interconnected with a rationwide system of interconnected
generation and transnission facilities. CPL and WIU operaste in the
State of Texas and are interconnectad with other wtilities that
comprise the Electric Reliability Council of Texas (*ERCOT™). All the
menbers of ERCOT are electrically isolated from PSO, SWEPQD, and other
utilities operating in whole or in part in states other than Texas.
- The ERCOT interchange agreements in effect preclude direct or indirect
exchange of electric energy with ptilities receiving or transmitting
electric energy in interstate comerce. 2/ When CPsL and WIU joined
ERCOT, they ceased to exchange electric energy with PSO and SWEPCD,
except for a special srrangement under which the northern division ot

4
1/ HOAR Mo, 19361 (January 30, 1976), as amended by HCAR Ro. 20031
(May 18, 1977).

2/ cf. Pederal Power Comission v. Florids Power ¢ Light Co., 404
U6 T5T (1974) (certain intrastate interconnections jurisdictional
under Padera)l Power Act due to related interstzie energy fows).
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WIU, adjacent to the Oklahama border, could operate alternately either
with PSO or with ERCOT as long as simultaneous interconnection was -
avoided. g

The proceeding cammenced before an administrative lav Judge in 187%¢.
Certain state agencies and asthorities were admitted as parties
pursuant to Rule 9(a) of the Commission's Rules of Practice, axd
limited participant status parsuant to Rules §(c) and () was granted
to certain others, principally Houston Lighting and Power Company
(*HL:P"), &n operating electric utility company serving Rouston and »
portion of the gulf coast area of Texas, axd Texas Utilities Company
(*TU"), an exempt electric wtility holding company whose subsidiaries
serve 8 large portion of north central Texis, including the Dallas-Fort
Worth area, the principal other members of EROOT.

The integration plans initially submitted by CSW in this proceeding
proposed to reestablish interconnections among its subsidiaries, but
turned on whether interconmnections with ERCOT could be maintained or
directed. Controversies developed concerning these metters and spawned
related proceedings before the Pederal Energy Regulatory Commission
("FERC*) 3/,  the Ruclear Regulatory Commission (*NRC*) 4/, and the
Public Utllity Comuission of Texas (*TPUC") 5/, and litigation in
federal and state courts involving those proceedings. 6/ In addition,
there was separate litigation in essence challenging the wvalidity of
the ERCOT arvangements under federal antitrust laws. 7/

In 1978 Congress enacted the Public Utility Regulatory Folicies At of
1578, 8/ Under that statute FERC was given authority to order, under
prescribed standards, certain interconnection and wheeling relief
affecting electric utilities ot cperating in interstate commerce, with
the proviso that the crder would rot meke such an electric utility
subject to FERC's jurisdiction for any other purpose. Oon July 28,

3/ TER Tocket Wos. E-S55E and EL 75-B.
4/ NRC Docket Nos. S0-445h, 50-446h, 50-498A and S0-453A.

5/ TRX Docket No. 14.
€/ Bee, e.g., Central Fower and U%t %%gx v, Federal Ene
8o 18E100, . * opl o | R , cert. Oenied
ggg 5.;. ;EI TIS7E); Rublic Utility Commission of Texas v. Teoeral
Ene L Corrassion (oth &r. Mo, J9-3004); dJex-La
ectric rative v.
ir, [} tr

ral Ene la Cormassion {D.C.
. &) %r % gﬁa: ﬁi v. Public
Utilia Comission ©F Jexas icia] District of Jexas, M.

¢ .

3/ West Texas Utilities v. Texas Electric Bervice '
190 F. Bupp. 196 TB%( .D. Jex 979)—-Wssm. o appe T 1o
79-2677.

8/ Rb. L. R 95617 (November §, 1978).
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1980, CSW, TU and HI4P submitted an offer of settlement to FERC in the
proceedings before that agency. That settlement agreement, &s ~hale
supplemented (*Settlement Agreement®), provides for a coprehens i ve
resolution of the disputes in all forums. It was gyroved by FERC by
order dated October 28, 1981. §/ That order, and the Settlement
Agreement (including underlying evidentiary meterial upon shich it was
predicated), are in evidence in this proceeding.

The Settlement Agreement, smong other things, provides for the
installation of two asynchronous interconnections between ERCOT and
SWPP. These would consist of 8 North Intercomnection, to be
constructed by CSW, which would consist of & back-to-back direct
current terminals with an initial capacity of 200 mw on either side of
the EROOT-SWFP border at Oklaunion, Texas, CSW will also construct an
glternating current terminal at PSO's power station in Lawvton,
Olahama, and a 345 kw AC transmission line from Lawton to the rorthern
bus of the interconnection st Oklaunion, & distance of spproximately
6] miles. The South Intercomnection, to be constructed Jointly by CS4
and HAP, would consist of a direct current transmission line
aporoximately 153 niles long with terminals having an initial capacity
of 500 mw in Walker County, Texas, and et the South Texas Pruject, a
generating plant under construction near Bay City, Texas, These
planned facilities will in effect interconnect WIU and PSO (North
Interconnection) and SWEFCO and CPL (South Interconnection).

The record before FERC, &d as supplemented in this prooeeding,
indicates that substantial savings are expected to be achieved in
revenve reqguirements to rstepsyers of the CSW sbsidiaries from
operation of the CS« system in an interconnected ande as @ result of
the planned interconnections between ERCOT and BWPP. The axder issved
by FERC finds, smong other things, that the construction of the planned
interconnection facilities *is in the public interest, will encourage
overall conservation of energy and capital, will erptimize the use of
facilities and resources, and will improve the reliability of each
clmc ptility system to which the oxder applies.® The FERC order is
v order.

Cn Pebruary 6, 1962, C5W, pursuant to stipulation with EHLLP and TU,
moved for en order specifying further procedures in this proceeding,
incloding weiver of an initial decision by the sdninistrative law

9 e consent to the interested division of the Commission
assisting in the preparation of the Comission's decision. On Pebruary
$, 1982, the sdministrative law judge issved & motice to all parties
ard perticipants conoerning the motion. There being no abjection, the
potion was granted on February 26, 1982.

_’/QnmIMrmﬂu t g et al., FERC Docket Nos. T -8
r 26, > at order has been smended, in
respects rot here material, by orders dated November 5., 1981,
and January 29, 1962.
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In view of the foregoing, the issues which led to the institution of
this proceeding have been disposed of and resolved. !

I7T 15 ORDERED, accordingly, that this procesding be, a&nd it hereby is,

terminated, and that the Cormission's decision and order of Pebruary
16, 1945, continuves to remain in effect.

By the Comission.
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TU ELECTRIC TRANSMISSION AND SCHEDULING AGREEMENTS

TU Electric has entered into several transmission and scheduling agreements
that have facilitated power flows benefiting @ number of power systems in
Texes. These agreements are briefly described below:

1. In August of 1986, the City of Brownsville, Texas and TU Electric reached
an agreement whereby TU Electric will provide wheeling service tor the
output from Brownsville's ownership share in a coal fired plant (Oklaunion)
near the Texas-Oklahoma border.

2. In October of 1984, TU Electric entered into 2 scheduling agent agreement
with Tex-La and Rayburn Country Electric Cooperative whereby TU Electric
will deliver energy and capacity purchased by Tex-La and Rayburn Country
from the Southwestern Power Administration. (TU Electric provides the
transmission system to link the generation from the hydroelectric vnits
at Denison Dam to the cooperative's load centers.)

3. TU has agreed to act as the scheduling agent for delivery of economy
energy from Houston Lighting and Power Co. to Tex-La.

&, In 1986 TU Electric agreed in principle to provide needed interconnection
and wheeling services to Texas-New Mexico Power Co.'s proposed Robertson
County fluidized-bed power rlant.

5. During the period 1986 through 1988, TU Electric acted as the
trensmission agent for 12-15MW of power sold to the City of Weatherford,
Texas.

6. In 1980, TU Electric transmitted 20MW of power from the Texas Municipal
Power Pool to the South Texas Electric Cooperative.

7. TU Electric has entered into equivalent power transmission agreements
with the Texas Municipal Power Authority and Brazos Electric Power
Cooperative from 1979 to 2014.

8. TU Electric has agreed to transmit 52MW of power from the Oklaunion power
plant to the Central Power § Light Co. during the period from 1986 to
2021.

9. A transmission agreement entered into in 1986 between TU Electric and the
City of Austin provides for the delivery of 68MW of power from the
Oklaunion power plant.

10. In 1986 TU Electric wheeled 60MW of power to the Texas-New Mexico Power
Co. from the City of Bryan, Texas.

11. During the perfod 1983-87, TU Electric wheeled amounts of power ranging
from 300MW to BOOMW to Houston Lighting & Power Co. from the City of
Austin,




12.

13.

14.

15.

16.

7.

18.

During the period 1983-87, TU Electric wheeled amounts of power ranging
from 200MW to 500MW to Houston Lighting & Power Co. from the City of San
Antonio.

In 1985, TU Electric wheeled 7MW of power from the Central Power & Light
Co. and 150MW (200MW in 1986) from the Texas Municipal Power Pool to the
West Texas Utilities Co..

TU Electric signed an agreement with Dow Chemical Co. in 1985 (four month
contract) for the purchase of 300MW from Dow's Freeport, Texas chemical
plant. The power was wheeled over KLP's transmission lines and according
to @ Dow spokesperson, new opportunities to sell cogenerated power have
resulted from the TPUC's mandatory wheeling rules.

TU Electric has agreed to transmit power over its system supplying the
City of Austin with 100MW from a waste-to-energy plant located near the
Texas-Oklahoma border.

TU Electric has scheduled economy energy over its transmission system for
the following power systems:

a. Tex-La (300MW); from HL&P in 1986;

b. Tex-La (100MW); from West Texas Utilities in 1987;

c. Rayburn Country Coop. (300Mw); from HL&P in 1987; and
d. Texas-New Mexico Power Co. (300MW); from HL&P in 1988

Moreover, throughout 1985 and 1986 TU engaged in several "wheeling”
transactions with other Texas power systems whereby power anc energy was
transmitted over their transmission facilities to TU Electric's service
area.

TU Electric is currently involved in several wheeling transactions with
cogenerating systems n the state of Texas. TU Electric has agreed to
purchase varying amourts of cogenerated power from these entities ranging
in amounts from 70MW to 400MW with some extending through 1999. (Much of
this activity has been perpetuated by Texas PUC Rule 23.66 requiring
wheeling of cogenerated power in Texas.)

R






TU ELECTRIC INTERCONNECTION AGREEMENTS

Since the settlement agreement was consummated in 1980, TU Electric has
amended or entered into several new interconnection agreements witn various
Texas power systems. These agreements are briefly described below:

1. "On May 6, 1987, TU Electric and the Texas-New Mexico Power Company
signed an "Agreement to General Terms Regarding the ThP One Generating
Facility". This agreement is the basis upon which definitive agreements
for wheeling and other transactions necessary to integrate TNP's
(Texas-New Mexico Power Compan- proposed plant in Robertson County into
TU Electric's transmission network will be negotiated.”

2. Interconnection agreements between TU and Brazos Electric Power
Cooperative and TU and West Texas Utilities Company have been amended by
TU to conform to the provision in the antitrust license conditfons that
address restrictions pursuant to interstate power sales.

3.  “*Brazos Electric Power Cooperative and the Lower Colorado River
Authority, with whom TU Electric has maintained contractural
relationships, have refused to sign agreements amending interstate
clauses in a manner consistent with the License Conditions. TU Electric
has therefere waived any and a1l prior contractural provisions which
night be in conflict with License Conditions 3.0.(2)(1)(2) and (b).

4. Discussions have occurred between Rayburn Country Electric Cooperative
(Rayburn Country) and TU pursuant to a “master sgreement” that would allow
Rayburn Country to explore and evaluate power supply options beyend those
offered by TU. These options would include power purchases from
suppliers other than TU as well as the possibility of Rayburn Country
acquiring generating capability of its own. (This master agreement was
to be patterned after the TU-TNP master agreement cited above. From the
information made available to staff to date, this agreement has not been
finalized.)
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APPENDIX H



WHOLESALE POWER DEVELOPMENTS

TU Electric supplies many wholesale power customers throughout its vast service
area and attributes a significant portion of 1ts annual revenues to wholeszle
power sales. TU Electric has reported substantial activity involving existing
or new wholesale customers since the antitrust settlement in 1980, A number of
power entities have contacted TU Electric regarding either sale or purchase of
wholesale power:

1. In March of 1986, representatives of the City of Bowie, Texas, a total re-
quirements customer of TU Electric, contacted TU Electric pursuant to power
supply alternatives including joint generation and wholesale purchases from
other suppliers. TU Electric provided cost estimates to the City, but no
further substantive discussions have taken place.

2. In 1983 the City of Electra, Texas, inquired as to TU Electric's willingness
to supply wholesale power beginning in 1988. TU Electric informed the City
that it was not seeking new loads but it would provide the City with cost
estimates for the required service. From the information available no
additional requests have been received from the City of Electra.

3. The City of Weatherford, Texas (served by Brazos Electric Power Cooperative)
inquired to TU Electric concerning TU Electric's willingness to supply
wholesale power and possibly join in construction of future generating
facilities. TU Electric supplied cost information to the City and in Au-
gust of 1983, the City indicated it had no further interest in participating
in & future generating facility with TU Electric.

4. “In 1980, the Company was contacted by representatives of Cap Rock [Cap
Rock Electric Cooperative, Inc.], & wholesale customer of TUEC, for the
purpose of exploring options of purchased power compared to jointly owned
generating facilities. Cost information was furnished Cap Rock represen-
tatives to aid in their comparative evaluations. Cap Rock elected not to
explore joint ownership of generation.” (September 2, 1986 TU Electric 9.3)

5. In July of 1986, Rayburn Country Electric Cooperative notified TU Electric
of its intent to transfer approximately one megawatt of demand from TU
Electric to the Southwestern Electric Power Company. TU Electric indicated
it would make the necessary billing corrections and will provide other
support necessary to effect the transfer,

6. "In 1984, Riop Grande Cooperative, served by EL Paso Electric, inquired as
to the interest and capebility of TUEC to serve approximately 20MW of de-
mand. TUEC determined that because of limitations in both bulk supply and
transmission facilities such service would impair service quality to exist-

ing customers and for this reason declined participation.*

(September 2, 1986 TU Electric 9.3)



10.

11.

12.

*In April, 1985, TMPA [Texas Municipal Power Agency] inguired as to TUEC
interest in supplying it power under long-term purchase agreements or
through participation in joint generating facility construction. TMPA's

expressed interest was for cavacity needed by it in the early to mid-1990's,

The Company responded that its current resource plan did not include units
to supply the needs expressed by TMPA, noting that TUEC's plans were to
supplement its own capacity with firm power purchases to coincide as
closely as possible to estimated load growth. No further irquiries have
been reserved from TMPA,“

In April of 1985, Tex-La Electric Cooperative of Texas (Tex-La) initiated
discussions with TU Electric pursuant to the possibility of a joint pur-
chase of cogenerated energy. TU Electric indicated that there were no
projected benefits to its customers from such an agreement, but that it
(TU Electric) would support the necessary delivery to Tex-La of any cogen-
erated energy--subject to recovery of costs and maintenance of the quality
of service to TU Electric customers.

*In August, 1986, Central Power & Light and West Texas Utilities made in-
quiries of TUEC's interest in near term capacity and energy purchases from
surplus ERCOT sources. Specific data are being developed by these compa-
nies to serve as the basis for further discussion.” (September 2, 1986

TU Electric 9.3)

*In 1982, E1 Paso Electric Company pl-~1ing personnel met with TUEC repre-
sentatives to discuss long-range possibilities for mutual cooperation.”
(September 2, 1986 TU Electric 9.3)

In 1985 Southwestern Public Service Company proposed the sale of capacity
and energy to TU Electric. TU Electric is continuing to evaluate this
proposal as its resource plan is currently being evaluated and updated.

*In June, 1986, CSW [Central & Southwest Co.] inquired as to the interest
of TUEC in ownership of capacity that would be provided by a proposed ex-
pansion of the capability of the North DC Tie. TUEC will not at this time
participate in the expansion of the North Tie." (September 2, 1986

TU Electric 9.3)

The following requests or expressions of interest were excerpted from TU Elec-
tric's September 2, 1987 updated response to Regulatory Guide 9.3:

13.

*In 1983, Cajun Electric Power Cooperative, Inc. of Baton Rouge, Louisiana
notified TU Electric that it was seeking partners for ownership of up to
300 megawatts of expected excess capacity from a 540 megawatt lignite
plant it then had under construction. Cajun cited reduced load growth as
the reason for this expected excess. Cajun also asked if TU Electric
would be interested in Cajun's participation, either as joint owner or
power purchaser, in future generating units which TU Electric had planned
for the early 1980's.




14.

15.

16.

17.

TU Electric responded that it too was experiencing load growth reduction,
which, along with a fuel conversion program to reduce dependency on nat-
ural gas in favor of lignite and nuclear fueled generation, had resulted
in adequate reserve margins for its system. Based on its resource plans
TU Electric noted that it did not expect the arrangements proposed could
be beneficial."

*In 1985, KGAE made informal contact with TU Electric to determine its
possible interest in purchasing surplus capacity over the next several
years. TU Electric responded that its 1985 needs were met but that it
would consider any KGA&E proposal for later years based on the TU Electric
Resource Plan, available alternatives and the feasibility of having such
power wheeled to TU Electric loads. No proposal was received nor has
further contact been made by KG&E on this subject.”

"TU Electric was verbally contacted in 1985 by a representative of the
municipal utility of the City of Lubbock, Texas relative to interest in
joint participation in a future power plant. The City was apparently con-
sidering building a plant at a planned municipal water supply reservoir.
The representative indicated he would contact TU Electric again in early
1986. Such contact was not made nor has any other contact since been made
by Lubbock relative to this matter. We assume Lubbock's interests or plans
have changed.”

*In May of 1985, CPSB offered to sell TU Electric surplus capacity for the
summer months of 1985. TU Electric responded that it had sufficient capac-
ity available to meet fts expected summer loads and reserve requirements.
In tne fall of 1985, CPSB inquired of TU Electric's interest in purchasing
reserve capacity for the summer of 1986. CPSB, after developing a more
sggressive Toad forecast for CPSB 1986 load, decided not to pursue sales
further. At the same time, TU Electric's 1986 needs had been otherwise
met."

*In 1985 and 1986, PNM initfated contacts with TU Electric, as well as

with many other utilities, to seek support for its proposed Dineh Project.
Support would be in the form of a binding commitment to purchase power and
energy from the project. This project, as concefved by FNM, would consist
of a four unit coal-fired generating plant with sggregate capacity of some
2000 megawatts. The plant would be sited in New Mexico on Navajo Indian
reservation land. Under the PNM concept, the plant would be linked to 2
number of Southwestern states by new high voltage transmission lines to be
constructed for this purpose. PNM, through a wholly-owned subsidiary, and
in partnership with others, would own the plant and market power from the
units. PNM's stated intent was to operate the units in 2 manner that would
not subject sale of power and energy to state rate regulation. PNM made 1t
clear that 1ts decision to proceed with the project was subject to prior
purchase commitments for the capacity and to its meeting of other FAM
objectives.




18.

19.

TU Electric's consideration of this proposal took into account the uncer-
tainty attendant to PNM's (partnership's) unilateral decision of whether
to carry the project forward. Also considered were the uncertainty of
completion if begun and the cost, which PNM would not guarantee, if com-
pleted. The project, if begun, is subject to substantial uncertainty in
numerous areas including environmental and other regulatory fssues. Under
these circumstances, TU Electric concluded that commitment to this project
was an unacceptable option for its resource plan and responded to PNM
accordingly."”

*In June, 1986, & power marketing team from Southern Services Company, a
subsidiary of the Southern Company, called on TU Electric representatives
with the information that the Southern Company operating subsidiaries ex-
pected to have power and energy available for sale in the 1990's and to
explore TU Electric's interest in purchase of such power and energy. The
Southern Services Company representatives were aware that consideration of
such sale was dependent on resolution of the East HVDC Tie. TU Electric
responded that any future interest it might have would be dependent on 2
number of factors, including not only the East HVDC Tie but on its own
needs at the time and on the relative costs of options available to meet
those needs. Representatives of Southern Services Company have made no
further contacts with TU Electric to discuss the possibility of their
having excess capacity in the 1990's."

*The only other specific items which might be relevant were purchase by

TU Electric of 400 megawatts of short-term reserve capacity, excluding
cogeneration purchases, which fully covered requirements for the 1985 peak
load period. The 400 megawatts consisted of 200 megawatts each from Texas
Municipal Power Agency (TMPA) and the Lower Colorado River Authority
(LCRA). TMPA later offered to sell reserve capacity for the 198C peak
period ¢nd Houston Lighting | Power Company (HL&P) offered to sell reserve
capacity for the 1986 and 1987 peak periods. However, such peaking reserve
requirements for these years were otherwise met and the offers were
declined.”

.
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Iin Reply Refer to:
Docket Nos. ERB2-545-000,
) e ERE2-546-000,
" " BRB3-610-000,
ERB3I-611~000,
ER8I=615~000,
end ER83-£57-000

Reid & Priest
Attention: NMr. Floyd L. Rorton, IV
Attorney for Texap Utilitics
Electric Company
1111 15th Btreet N.¥W, JEN 27 1987
Meshington, 2.C. 20036

Dear Mr. Norton:

On Drcember 23, 1985, ss rupplexmented on December 31, 1985,
January 24, 1986, and April 7, 158€, TUEC filel an offer of set-
tlenent in an attezpt to re-olvo 2l)] fessues in the above-referenced
dockets. ' Howevor, varfous commente and bricfs regerding the
settlonent were subsequently submitted and, on June 6, 1986, the
presiding admninistrative law Judge certified the matter to the
Comeinsion as a conterted offer of settlement. Subseguently, on
November 7, 1IPB6, the settlerent was further supplemented to
regolve the remaining issues. On Fove: Ser 26, 1986, staff subd-
pitted comments in support of the settlemert, 8o uvitimately
sunplemented. - No other comments to the offer of settliement, as»
ultimately sunplemented, were receivod. The settlement, as
uiltimately .ubplﬂloht.ﬂ, {g ceemed Lo be &n uvncontested
settlement. ' . ! Ear

T™he aubject settlement s in the public interent 2nd Is
hereby approved. The revisud proposed order submitted witn the
sunplement on Noveaber 7, 1986, {m hereby made 2 part nf this
orde: and 1- 1ﬁ udmd l' cnclosure A horetoa

Eection 2 o’ !nclosurc 3 -pa-lflon rates for the ERCOT
taritf{s and reguires filinos to change the rates. Within thirty
{30) daye of the cdate af this order, sudb.it revised settlament
teriffs for ERCOT service reflecting such specified rates. Bet~
tiement rate schedule “esignetions for the non-ERCOT tariffs
lt. uhovn onw Enclosure B.

wlthln fiftaen (15) deys after meking the refunds required
under the settlemont ap specified on Enczlosure A hereto, the - -
companies shall File with this Commission cowpliance reports' ' '~
showing monthly billing determinante; revecnue receipt dates, and
revenues under the prior, present, and settlement rotes, the
worthly revenue refund, end the monthly lntorest eon ute’aoﬁdk
gether with a summary of such information fcgg fun nd‘
period. The conranies shall furnish coples .uth“gsﬁg?ﬁ ;ka
the affected wholesaleo customors and to each sier
vithin whose juris”iction the wholesale cu-t%e> ’dr“e LopY <™ end ;.-

g &

-
e P
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~eci  Te All Parties

sell slectric energy st retafl.~r ;. -~ -~

pr——

The companies are hereby directed to file complete
service agreements for oech customer taking pervice under
the settlement tariffs.

A

This letter terminates the ahovo-referenced docketo. New

‘subdockets will be apeigned in ERB2-545 unon receipt of the

compliance refund renorts and revised rate echedules.

By ¢irection of the Comzission.

— . -— W — —— — -

Becretery

Enclosures A and B

> . - { » ok
Texee Public Dtilities Commission
7800 hoal Creek Doulevard - .
Suite 450 N,
< Austin, Texas 78757

Loufefana Fudlic Bervice Comelssion

Suite 1630

One Ancrican Plazs D

Baton Rouge, Louieisns 70825
Oklphoma Coumerce Comaiesion
$0D Jim Thorpe Office Puilding

~ Oklshoma City, Oxlahoms 73105

Arkencas Pudblic Service Commisgion
-+ 1000 Center Puilding, box C~£00
1000 Center Etreot ;
Litele Rock, Arkansas 72203
OEPR . g : 4 : ? . AT . : 3 . . |
Sammon, J.:met : |
12/30/86 - L . T .

bee: Registry/RIMS, Dockets, Interoffice Files, DPI, SEC, ALJ,
occ (1)(2), Vault, DEPI Director, Murdock, Shulman, Milbourn,
O ecchio, Ssmmon, Tindall, Der, Forman, Bublitz, Ellijot, Harlan
ExF(2), WERI(1)(2)
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Enclosure A

ONITED STATES OF AMERICA
BEFORE THL
FEDERAL ENERGY REGULATORY COMMISSION

Public Service Company of Oklahoma, Docket Nos. ERB2-545-000,

)

19} 7Y ) ERE2-546-000,
) ERB3-€10-000,
) ERE3-611~000,
) ERE3-€25-000,
)

and ERE3-€57-000

OFDER AFPROVING SETTLEMENT

On February 9, 1979, the opersting subsidiaries of
Centrel and South West Corporation ("CSW Operating Companies®” or
*CSW") Jointly filed with the Federsl Energy Reguletory Commis~
sion ("Commiesion® or "FERC®) an application seeking the inter-
connection of facilities and the provicion of transmission ser~
vices pursuant to Sections 222, 210, 211 ané 212 of the Federesl
Power Act ("Act®), as amendeé by tﬁe Public Utility Regulatory
Policies Act of 1978 ("PURPA®), 1€ U.S5.C. §§824a, 8244, £243 and
824k. The applicetion vas docketed as Docket No. EL79-E. By
their application, the CSW Operatirg Companies scught from the
Cormission ordess which would reguire interconnection of the
Flectzic Reliabiliiy Council). of Texes {"LRCOT") and the fouthwest
Power Pool (“SWFP"). rnc'csw Operatirg Companies in ERCOT are
Central Power 2-4 Light Company (*CPL*) and Wert Texas Utilities

Company ("V¥TU®"). The CSW Operating Comparies in SWFP are Publis



Service Compeny of Oklahoma ("PSO") and Southwestern Electric

Yower Company (*SWEPCD®).

On June 27, 1980, in an attempt to settle, amcng Other
thincs, Docket No. EL75-B and a2 related proceeding before the
Nuclear Regulatory Commission, the CSW Operating Companies filed
an amended application seeking approval of two asynchronous &i-
rect current interconnections between electric utilities in ERCOT
anéd SWPP. Or July 28, 1980, the CSW Operating Companies, Houston
Lichting & Power Company ("EL4P") and the operating subsidiaries
of Texas UDtilities Company (®TUC®") submitted an Offer of Settle-
ment in Docket No. EL79-8 which would effectuate the proposal set
forth in the amended application. The Offer of Settlement was
supplemented on two occasions. The Offer first was supplemented
by acreement dated September 11, 1980, executed by the Ccmﬁission
€raff, the C5V Operating Companies, BL&P, and the operating sub-
sidisries of TUC, and a Supplemental Offer of Settlement was
filed on Octobeyr B, 1980, Then on June 22, 1981, s Second Sup-
plemental Offer of Settlement was filed, advising the Commission
that an agreement had been executed by CSW and the U.S. Depart-
mer.c of Just}ce (*DOJ*), under which DOJ agreed not to contest
the D%fer cf Settlement as supplemented by the Supplemental Offer
pf tettlement and us amerded by the Second Surplemental Ofrer of

Gettlement., The Offer of Settlement, as supp.emented, was certi-



See

fied to the Commission as an uncontested Offer of Settiement on
July 10, 1981,

Pursuant *o the authority conferred by Sections 210,
211 and 212 of the Act, the Commission issued an "Order Reguirineg
Interconnection and wheeling. ané Approving Settlement®™ in Docket
Nos. EL79~8 and E-955B, on October 28, 1981, as corrected by the
Errata Notice issued on November S5, 1981, 17 FERC $61,078, eor
modified by the “Order on Rehearing® issued Jan..ry 29, 1582, 1E
FERC $61,000, incorporating by reference the form of Order Ap-
proving Settlement (the *form of Order Approving Settlement®)
submitted with the Second Supplemental Offer of Settlement in
that proceedinag (collectively referred to herein as "the Or-
ders®), requiring the construction of two high voltage direct~
current interconﬁection: (the "HVDC Interconnections®) between
ERCOT and SWPP.

To provide trarsmission service to, from and over the
EVDC Interconnections, the CSW Oparating Corpanies, KLiP and the
operrting utilities which constituted what is now Texas Jtilitles
Clectric Company (®TUEC®) were urdersd to file tariffs that would

couply with tne provisions of the form of Order Approving Settle~

pent which the Commission incorporated by reference in its Order

on Reheeting. In additiun, CPL and WIU were required o file
tariffs that wonld comply with certain provisicns of the Soric of

Order Approving Settlement for transmigsion service within ERCOT




evailable to utilities with loads less tha. 1500 MW, PSO and

SWEPCO were 2lso reguired to file tariffs that would comply with
certein other provisions of the form of Order Approving Settle-

ment for transmission service within SWPP available to utilivies

with loerls less than 1500 mw,

These consolidated proceedings were initiated to con-
sider the tariffs filed by the CSV Operatinc Companies, BL&P and
TUEC in compliance with the o:ders in Docket No. EL79-8.1 Inter-
ventiont were granted in these proceedings to the following par-
ties: PBrazos Electric Power Cooperative, Mid-Texas Electric
Cooperative, Inc., and The Texas Cooperatives (collectively,
*¥CG"); Municipal Flectric Systems of Oklahoma: South Texas Elec-

5 tric Cooperative, Inc.; Medina Electric Cooperative, Inc.; North-

1l pocket Not, ERB2-545~000 anéd ERE2-546~000 concern the tariffs
¢iled by PSD and SVEPCO for transmission within SWPP and by CPL
and WIU for rransmission service within ERCOT., “"Order Accepting
Fer Filing and Suspending Yariffs, Grenting in Part and Denying
ir Pert Mction for Summary Disposition, Cranting Interventions,
torngsolidating Dockets and Establishing Procedures,” &0 FERC
$6.,082 (Suly 23, 1862). Docket Nos. ERE3-610-000 and ERE3~
611000 concern the teriffs for transmission service to be
provided by the CSW Operating Companies to, from and cover the
PVDC Intcreconnections. "Order Accepting For Filing and
Suspending Tariffr, Noting Interventions, Summarily Disposing of
Certain issues, Consolideting Docketr and Establishing
Procedures,” 24 FERD $61,266 (Auvgust 30, 1983). Docket Nos.
FRB3-€35-000 and ERBI-657-000 concern the tariffs for
trarsmissicn secvice to, from and over the HVDC Interconnecitions
filed by TUEC and EL&P, respectively. ®Order Accepting For
Filing and Suspending Tariffs, Granting Interventions, Summarily
Disposing of lssue, Consolidating Nockets, and Establishing
procedures,” 24 FERC §61,25) (September 16, 1983),



esst Texas Electric Cooperative, Inc. ("NTEC®); Tex~Le Electric

Cooperative of Texas, Inc.; Rayburn Country Electric Cooperative,
Inc. ("Reyburn Country®); City of Lafayette, Louisiana; Public
Utilities Board of Brownsville, Texas ("Brownsville®); Valley
View Energy Corporation; Oklahoma Corporation Commission: eand the

public Dtility Commission of Texas ("PJCT"). Prehearing and

status conferences were conducted befcre the Presiding Adminis~

trative Law Judge on August 18, 19B2; \October 20, 1983; March 5
and 26, June 4 and November 13, 1984; anc July 9, 1985, Hearings
vere conducted before the Presiding Judge in May 1985, but wvere
adjourned to permit completion of settlement discussions. Exten-
sive settlement negotiations among the parties culminated in the
joint execution of an Offer of Settlement by all remaining par-~
ties to the proceeding (except Browngsville and PUCT) and the
Commission Staff.

On December 23, 1985, certain parties to these proceed-
ings ard the Staf’ of the Commission Jointly fiied an Offer of
Sertlament, which would resclve the metters at issve.? The fcl-
lowing parties withdrew from the proceeding: Municipal Electric

Systems cf Oklshoma, City of Lafayette, Lovisiana and Rayburn

2 ows of the parties, South Texas Electric Ccoperative and Med.na
Elestric Cooperative ("STEC/MEC"), reserved the right to erjue
against the rolling-in of AC and DO costs in any future
proceeding involving the CPL and WTU intra-ERCOT transmission
service tariffs (Appendices 3 and 4).




Country. On January 17, 1966, the Staff filed commentg in sup-
port of the Offer of Settlement and Brownsville filed comments in
opposition to the Offer of Settlement. On Fedbruary 20, 19&€,
certain parties filed 2 Motion for Certification of Partial Set-
tlement. A conference was held on March 25, 1986, to discuss the
status of the proceeding. At that conference, Brownsville's
comments in opposition to the Offer of Settlement were declared
withdrawn, as were the replies to those comments. Pursuant to
the Presiding Judge's directive, a revised proposed Order Approve-
ing Settlement was filed on April 7, 198€, and a further revised
order was filed on May 12, 1986. On May 1, 19E6, Brownsville
filed a brief on three contested legal issues. Reply briefs were
filed by other parties on May 30, 1986. On June 6, 1986, the
presiding Judge certified the Offer of Settlement to the Commis~-
sion as & contested Offer of Setilement not involving any g@enuine
{ssue of material fact, pursuant to Rule 602(h)(2) (ii). The
Offer of Settlement, as certified, conteins & Memorandum of
Agreement among the settling partiegs, certain seitlement tariffs,
and & proposed Order Approving Settlement, which enbodies the

agreement of these parties.? On November 6, 1986, Brownsville

Tad

In the course of negotiating the Offer of Settlement CPL and
WTL entered into separate bilsteral agreements with STLC/MEC
and WCC, tespectively, and SWEPCO and PSO entered into @
bilateral ugreement with NTEC. Copies of such agreements were
f£iled with the Office of the Secretary on hpril 7, 1986.




-t

executed a Supplement to Offer of Settlement as well as the Mem-
orandum of Agreement, thereby joining the pending Offer of Set-
tlement. The Supplement to Offer of Settlement, together with a
revised draft Order Approving Settlement, was filed with the
Comnfssion on November 7, 1986.4 Therefore, the Offer of Settle~
ment is now uncontested. The parties to the settlement indicate
that the settlement must be approved by the Commissicon as submit-
ted in order to become effective.

The Commission has reviewed the Offer of Settlement
submitted by the parties and concludes that the settlement is

fair, reasonable and in the public interest,

The Commission finds:

(1) The Commission has jurisdiction to issuve this
Order under Sections 210, 211 and 212 of the Federal Power Act,
by virtue of prior ofdets issued ir Docket No. EL79-8., By agree-
ment in Decket No. EL79-8, the rates approved herein are deter-
mined in pccordance with the procedures of Sections 200 and 206
of the Act.

(2) The Cffer of Settlement filad in this procesdinrg,

the Memorandum of Agreemer: and the Tariffs attached to tne Ofler

& The Offer of Ffettlement filed December 23, 1985, as supplemented
by the Supplement to Offer of Settlement filed November 7, 1986,
is hereinafter ceferred to as the Offer of Settlement.




of Settlement as Appendices 1-B are fair, reasonable and in the

public interest.

The Commission orders: -

(1) The Offer of Settlement and the settlement tariffs
as modified in asccordance with this Order are spproved, and ac-
cepted for filing to become effective as of the cate on which
this orde: becomes final and is no longer subject to judiciel
revirw.

(2) In approving the settlement tariffs, the Commission
spproves rates derived from cost of service and system megawatt~
mile data provided to the staff and evaluated in the Staff com-
ments on the Offer of Settlement. Such rates are $54.23 per MW~
pile for CPL, $76.98 per Mw-mile for WIU, $95.65 per MWw-mile for
BELLP and $45.50 per M¥-mile for TUEC. Within 30 days of the issu-
ance of tris Order, CPL, WIVU, BLGP and TUEC shall revise their
respective settlement tariffs to set forth ¢he forecoing rates,
Before CPL, WTL, BL&P or TUEC may use a different rate under its
srttiement tariff, it must file such rate &s & change in rate.

(3) No refunds to the parties to the settlement for
charges billed oy collected under the provisions of the tariffs
originmally £i1§6 in trhese proveedings are reguired for the period

covering service rendered prior to the date of this order, and

for such period anounts hilled or collected consistent with the




originally filed tariffs shall no longer be subject to refund.

wWithin 50 days of the effective date of the Offer of Settlement
and the settiement tariffs revised pursuant to the preceding
parsgraph, TUEC, HL&P, CPL, WTU, PSO and SWEPCO shall make re-
funds of thote amounts collected under the originally filed tar-
iffs in excess of the amounts, if any, which would have been
co.lected under the settlement turiffs; for service rendered
between the date of this order and said effective date, together
with interest thereon calculated in accordance with Section
35.192 of the Commission's Regulations.

(4) The tariffs filed with the Offer of Settlement, e&s
modified pursuent to this Order, conform in every material re-
spect to the Commission's Orders in Docket No. EL79-8, including
the form of Order Approving Settlement incorporated by reference
in those Orders, and the Orders entered in Docket Wo. EL79-8
remain unshanged and in full force and effect.

L)(u) Approvae) cf this settlement constitutes a reso-
ution of all issues irn this proceeding, except that STEC,MEC
shall not be foreclosed from arguirg, or the Commigsion from
deciding, against the rolling-in of AC and DC Tosts in any tuture
proceeding involving the CPL and WIU intra=ERCO7 transmigsicn
service tariffs. FExcept as provided in the preceding senterce,
the perties tc the Offer of Bettlement may not (i) contest any

provision of the Commission’s Orders in Docket No. EL7§-8, except
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as expressly provided for in this paragraph; (ii) contest any
provision of TUEC's, BL4P's or CSW's tariffs filed in settlement
of Docket Nos. ERB2-545-000, et 2l.; or (iii) contest the Offer
of Settlerent and proposed Order Approving Settlement filed
therein. (b) In the event that TUEC, HL&P or CSW proposes an
increase in the rate provided for in such tariffs, the party or
parties affected shall be free to contest such rate increase but
no party to the Offer of Settlement shall be entitled to contest
any provision of such tariff unless the filing party seeks a
material change to such provision. (¢) TUEC, ELsP and CSW shell
not seek to change any provision of the tariffs provided for in
this settlement if to do so would in any manner be inconsistent
with the provisions of the Commission's Orders in Docket No.
FL79-B including, but not limited to, paragraph B(d) of the form
of Order Approving Setiiement, except that CSW shall be free to
seek modifications of paragraph B(d) cf the form ©f Order Approv-
ing Settlement in Docket No, EL79-8 with tegard to the rate
mechodology prescribed for the ¥WTU and CPL intra~-ERCOT teriffs,
and to file tarifis embodying rate methodologies other than those
currently prescribed in said parasgraph 8(d) for the WID and CPL
{ntre~ERCOT teriifs and except further that CSKW shall be fz}e to
seek modificutions of paragraph 8(2) of the form of Order Approv-
ing s:;;lemeng in Docket No. EL79-8 and to file tariffs not con-

sistent with the provisions of said parsgraph 8(e) for the PSO
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and SWEPCO intire-SwPPp tariffs. (&) TUEC, EL&F, and CSW, without
mutual consent, shall not seek to change the methodology for
determining transmission service charges for the services ren-
dered under the TUEC, HLsP and CPL-WTU settlement tariffs for
transmission service to, from and over the BVDC interconnections
from the positive difference megawatt-mile methodology as pre~
sently practiced in ERCOT to any other methodology permitted by
the Commission's Orders in Docket NoO. EL79-8 for a period of ten
(10) years. (e) Notwithstanding the provisions of this para-
graph, TUEC, BLiP or CSW may at any time, with mutual consent,
seek a modification to the Commission Orders in Docket No. EL75-B
or the tariffs in Docket Nos. ERE2-545-000, et 2l.. and no party
to the Offer of Settlement, other than Staff, may oppose such
mcdification, so long as such modificetion does not adversely
affect any of the rights that such party may have undey the Or=~
ders issued on October 28, 1981, November S, 19€81, and January
20, 1982, incorporating by reference the form of Order Appreving
Settlement, in Docket No. EL?S~E or the Offer of Sexxleument and
proposed Order Approving Setslement in this prcceeding, and such
perty shall limit s oppisition, if any, to such broyosed wedi-
fication ané shall not ceek to change, modify or relitigate any
other provision of the Ouders in pocketr No. TL79-8 or the Offer
of fettliement and proposed Order ipproving Settlement in this

proceeding.



(6) Any party to this proceeding as well as any entity

receiving service under the CPL or WIU tariffs submitted with the

Offer of Settlement for transmission service within ERCOT or
pursuant to any rate schedule, tariff or agreement entered into
at 2 result of commitments relating to or growing out of settie-
ments made in Docket No. EL79-8 or in this proceeding, and filed
by CPL or WTU with the FERC providing for transmission service
originating and terminating within ERCOT, shall be obligated to
pey such additional charges as may be lawfully due any other
party to this proceeding whose facilities are impacted as a re~

sult of such service; and any such transmission service charges

3 shall not be unlawful by virtue of the fact that such charges are

- imposed by entities which are not subject to plenary juriséiction

of the FERC and which have not filed tariffs or rate schedules
with the FCRC applicable to charges for service originating and

l terminating within ERCOT.

(7) Thit Drder docs not corstitute appre-al of, or

precedent regarding, any principle or issue in this proceeding,
except that (a) the tariffs required to be filed pursuvent to the
Orders entered ir Docket We., TL79~8 are and will continue to be
governed by such Orders, including peragraph & of the form of
Order Approvirg Bettlement, incorporated by reference in those
Orders; (b) the tariffs filed with the Offer of Settlement are

consistent with the Commission's Orders in Docket Wc. EL79-8,



including the form of Order Approving Settlement; and () this

Order shell, in any future proceeding instituted by reason of the
Orders in Docket No. EL79-B or this Order, constitute approvel

ané ptcbedent with regard to the principles set forth and issuves

determined in such Orders (except #s othervise stated herein).




Settlement Decsignations

Date Filed: December 23, 1985

(1)

(2)

(3)

(4)

Designations

Docket No. ERB3-610-000

Enclosure B

Descriptions

Public Service Company of Oklahoma

FERC Electric Tariff

First Revised Volume No. 2,
Original Sheet Nos. 1 through 21
(Supersedes FERC Clectric Tarifi
Originel Volume No. 2)

Couthwestern Elect.ic Power Company

SPP Interpool trans~
mission tariff, dated
October 31, 1985

FERC Electric Tariff,

First Revised Volume No. 2,
Oricinal Sheet Nos. 1 through 21
{Supersedes FERC Electric Tariff,
Original Volume No. 2)

Docket No. ERR2-545-000

Public Service Tompany of Oklahoma

SPP Interpool trans-
mission Service Tariff,
dated October 31, 1985

FERC Electric Teriff,

First Revised Volume No. 1,
Originel Sheet Nos. 1 through 25
(Supersedes FERC Electric Tariff,
Original Volume No. 1)

Southwestern Electric Power Company

Intra~-SPP transmission
Service Tariff, dated
October 31, 1985

FENC Electric Tariff,

First Revived Volume No. 1,
Original Sheet Nos. 1 through 15
(Supersedes FERC Electric Teriff,
Original Volume No. 1)

Intra~SPP transmission
Service Tarif:, dated
October 31, 1985




