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REsoLUrr ,. &.ffi4
A RESOLUTION OF THE CITY COI'NCIL OF THE CITY
oF coNwAY, ARKAT'ISAS CONCURRTNG rN THE
APPROVAL BY THE BOARD OF DIPECTORS OF THE
CONWAY CORPORATION OF A I'{EMORJLNDT'M OF
T'NDERSTN{DING AJ.IONG ARKANSAS POWER A}ID LIGHT
COMPAI{Y AND THE CITy OF CONWAY et' a1';

WIIEREAS, the Arkansas Potter & Light Company and

its parent cornpany the Entergry Corporation f/k/a Middle

South Uti l i t ies, fnc., has recently sought the

perrnission of the Arkansas Public Serrrice Commission

and the Securities and Exchange Cornmission to create a

new Entergy Corporation subsidiary, Entergy Power, Inc.

which will acquire from Arkansas Power and Light

company portions of the Independence Steam Electric

Station, Unit 2 and the Ritchie Steam Electric Station,

Uni t  2 ;  and

IEIEREAS, in order to resolve potential

disagreernents amongst Arkansas Power and Light Conpany

and the Conway Corporation and Arkansas Power and Light

Companyts other Arkansas wholesale customers, the

Arkansas Power and Light comPany has offered to its

Arkansas wholesale customers transmission grid access'
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and other power agreement rnodifications, after

regrulatory approval, which will allow the Arkansas

whoLesale customers to make arrangements for power and

energy purchases for resale in the wholesale bulk power

market under certain conditions, or to purchase power

and energy at more economical long-term rates from

Arkansas Power and Light Cornpany; and,

IYnEREAS, in order to implement Arkansas Power and

Light Companyrs offer and to detail the terns and

conditions under which transmission grid access and

other rights will be granted, the attached Memorandum

of understanding amongst Arkansas Power and Light

company and its Arkansas wholesale customers is

necessary and proper;

NOW :TIIERETORE BE Itr RESOIJVED BT ITEE CI T COUNCII'

oF THE CrTr OF CONWAy, ARKANSAS3

Section 1. The City Council of the city

of Conway hereby concurs in the approval by

the Conway corporation of the Memorandun of

Understanding between Arkansas Power & Light

company, and the City of Conway et. al. in a

form substantialLy similar to that attached

hereto as Exhibit ItArr, ds weII as the
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approval of the Conway Corporation of any

addendums to the existing Power coordination

Interchange and Transmission Agreenent

required by the Memorandum of Understanding'

Sectl,on 2. AdditionallY, the CitY Council

concurs in the Conway Corporationfs taking

all necessary action to assist Arkansas Power

and Light Cornpany in obtaining regulatory

approvals for Entergy Power, Inc. rs creation,

and to protect the interests of the City of

Conway before all regulatory agencies'

Sect ion 3. This resolution shall be in

full force and effect fron and after its

passage and aPProval.

CITY COUNCIL OF THE CITY OF

PASSED:

// -a{-87

CONWAY, ARKN{SAS

APPROVED:

Uayor



Transmiss ion Access -  Memorandum of  Understandi

Approx ima te l y  7  mon ths  dgo r  M idd le  Sou th  U t i l i t i es  (now known

as  En te rgy r  f nc .  )  p roposed  a  se t t l emen t  o f  a l l  ou ts tand ing  Grand

Gu l f  I  and  Grand  Gu l f  I f  i ssues  as  we l l  as  o the r  i ssues r  i nc lud ing

inves tmen t  t ax  c red i t  r e funds  (due  to  change  in  tax  c red i t  r a tes )

and surp lus capaci ty  in  AP&t system. They ca l led th is  proposal

"P ro jec t  O l i ve  B ranch " .

The  i nves tmen t  t ax  c red i t  i ssue  i s  a  pos i t i ve  change  no t  add ressed

in  th i s  M .O.U .  r  bu t  w i t l  be  reso l ved  i n  a  separa te  docke t  be fo re  the

F .  E .  R .  C .

Some o f  t hese  i ssues  wou ld  have  a  nega t i ve  e f fec t  on  cos t  o f

power  to  Conway .  The  mos t  se r i ous  o f  t hese  wou ld  be  the  nega t i ve

impac t  o f  t he  su rp lus  po r i re r  i ssue .  En te rgy r  I nc .  p roposed  the  fo r -

ma t i on  o f  a  D€wr  t o ta l l y  owned  subs id i a r y ,  En te rgy  Pone r r  r nc .  (EP I ) ,

t o  wh ich  AP&L  wou ld  se l I  a  po r t i on  o f  I ndependen t  S team E lec t r i c

S ta t i on r  Un i t  2  and  a l l  o f  R i t ch i e  S team E lec t r i c  S ta t i on  Un i t  2 ,

removing a to ta l  o f  809 I " lW of  capaci ty  f rom thei r  system. This  would

have  a  sho r t  t e rm nega t i ve  impac t  on  Conway  o f  $1181000 .0O w i th  a

po ten t i a l  l ong  te rm nega t i ve  e f fec t  on  L ransmiss ion  and  d i s t r i bu t i on

ra tes .

E .P . I .  w i I I  become  an  I ndependen t  Power  P roduce r  ( r pp )  w i t h  access

to  the  En te rgy r  I nc .  t ransmiss ion  sys tem,  a  p r i v i l ege  tha t  p rev ious l y

has  been  den ied  o the rs .

The re  a re  many  i ssues  i n  t he  "P ro jec t  O l i ve  B ranch"  tha t  a re

very impor tant  to  AP&t that  have no d i rect  e f fect  on Conwayr  and in

v iew  o f  t he  to ta l  packager  AP&t  i s  p rompted  t c  seek  favo rab le  i n te r -

ven t i on  by  the  Mun ic ipa l  who lesa le  cus tomers  ( l t un i s ) .  Thus r  AP&L

and  the  Mun is  nego t i a ted  a  Se t t l emen t  Ag reemen t  rep resen ted  by  the
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M '  o .  u .  The  M-  o .  u .  p rov ides  suppor t  by  the  Mun is  fo r  Ap&L  as  they

seek  app rova l  o f  t he  A rkansas  pubL ic  se rv i ce  commiss ion  (epsc ) ,  t he

Secur i t y  &  Exchange  Commiss ion  ( snc ) ,  and  the  Federa l  Energy  Regu la -

to ry  Commiss ion  (FERC) .  To  the  Mun is r  i t  p rov ides  a  gua ran tee  o f  no

nega t i ve  impac t  due  to  "o l i ve  B ranch"  and  a l so  p rov ides  access  to  the

En te rgy  t ransmiss ion  g r i d  under  favo rab le  cond i t i ons r  more  spec i f i ca l l y

de l i nea ted  as  f o l l ows :

1 .  I f  t he  En te rgy  Power r  f nc .  (EP I )  t r ansac t i ons  a re

approved  by  the  Secu r i t i es  and  Exchange  Commiss ion

(snC) ,  A rkansas  Power  and  L igh t  Company  (apa r , )

w i l l  g ran t  t o  Conway  T ransmiss ion  Gr id  Access

th i r t y  (30 )  mon ths  f rom SEC approva l  (a

subs tan t i a t l y  ea r l i e r  and  more  ce r ta in  t ime  and

method  than  i f  Conway  cance l l ed  i t s  Ag reemen t  w i th

Arkansas Power and L ight  Company on f ive years

no t i ce  and  sough t  T ransmiss ion  Gr id  Access  i n  an

an t i - t r us t  su i t  be fo re  t he  D i s t r i c t  Cou r t ) .

2 .  The  nega t i ve  impac t  o f  t he  EPI  t ransac t i on  i n  t he

fo rm o f  i nc reased  ra tes  due  to  the  comp le t i on  o f

the  t ransac t i ons  assoc ia ted  w i th  the  EPI  c rea t i on

a re  nega ted  i n  Sec t i on  5  o f  t he  MOU.

3 .  I n  o rde r  t o  p ro tec t  T ransmiss ion  Gr id  Access

dur ing  the  th i r t y  mon th  mora to r i um pe r iod  Conway

is  g ran ted  two  rese rva t i ons  o f  T ransmiss ion  pa ths

f rom Feb rua ry  1 r  1990  un t i l  t he  t h i r t y  (SO1  mon ths

exp i re .
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Genera l l y r  t he  Mou  w i th  assoc ia ted  T ransmiss ion

Gr id  Access  g i ves  to  Conway  ano the r  con t rac tua l

nego t i a t i ng  t oo l  i n  i t s  dea l i ngs  w i t h  Ap&L  and

o the r  l a rge  power  compan ies .

The  power  i ndus t r y  i s  mov ing  i n to  an  e ra  o f  compe t i t i ve  marke ts

w i th  power  ava i l ab le  to  Conway  f rom o the r  l a rge  po r re r  compan ies .

Under  th is  proposed Agreementr  Conway can now reach th is  market

p lace  and  nego t ia te  the  l owes t  pov re r  cos ts  fo r  i t se l f .  To

accomp l i sh  th i s r  t heConway  Corpo ra t i on  Board  and  the  Conway  C i t y

Counc i l  mus t  pass  compan ion  Reso lu t i ons .  To  tha t  end ,  ve  respec t_

fu1 l y  regues t  passage  o f  t he  Reso lu t i on  be fo re  you  today .

4 .



MEMORANDUM OF UNDERSTANDING

AI'{ONG

ARKANSAS POWER AND L,IGHT COMPAITY (AP&L)

AND

THE CITY OF CONWAY, ARKANSAS (Conway)

THE CITY OF WEST MEI4PHIS, ARI(ANSAS (West ltenphis)

THE CfTY OF OSCEOLA, ARKANSAS (Osceola)

THE CITY OF BENTON, ARKANSAS (Benton)

THE CITy OF PRESCOTT, ARKANSAS (Prescott)

THE CITY OF NORTH LITTLE ROCK, ARKANSAS (North Little Rock)

FARMERS ELECTRIC COOPERATM CORPORATION (Farners)

hereinafter sometimes referred to col lect, ively as

rrWholesale Customersrl

WHEREAS, AP&L has filed an application in Arkansas Public

Service Commission (APSC) Docket No. 89-128-U requesting approval

of a Stipulation and Settlement Agreement which providesr among

other things, for the transfer and sale of certain AP&L

generating facil i t ies to Entergy Power, Inc. (EPI), a yet to be

formed corporation which is proposed to be a wholly owned

subsidiary of Entergy Corporation; and,

WHEREAS, Entergy Corporation and AP&L, intend to file an

application with the Securit ies and Exchange Commission (SEC)

requesting SEC approval of the fornation of Entergy Power, Inc.

as a wholly owned subsidiary of Entergy Corporation and for

approval of the transfer by AP&I-, t,o EPI of AP&Lrs interest, in

certain generat,ing facilities known as Independence Steam
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Electric Station Unit No. z (IsEs 2) and Ritchie Steam Electric

Stat ion Uni t  No. z (Ri tchie 2);  and,

WHEREAS, AP&L and the Wholesale Customers propose to resolve

any and all differences between and among thenselves with respect

to the approval of the formation of EPI and for the transfer to

it of AP&trs interest in ISES 2 and Ritchie 2 as weII as

questions reLated to the Wholesale Customerst desire to have

access to the transmission facil i t ies owned in whole or in part

by AP&L.

NOW, THEREFORE, AP&L and the Wholesale Customers enter into

the following agreements and undertakings:

f.. This Memorandum of Understanding (MoU) and all

agreements and undertakings herein set out are expressly

contingent upon receipt by AP&L and Entergy Corporation of

regulatory authorizations of the APSC, the Public Senrice

Commission of Missouri (liloPsc) , and SEC necessary for thern to

carry out the implenentation of the transactions associated with

the forrnation of EPI as a wholly owned subsidiary of Entergy

Corporation and sale of fSES 2 and Ritchie 2 by AP&L to EPI

contained in the St,ipulation and Settlement Agreenent prior to

January 1, 1,991. In the event all such authorizations are not

received prior to January 1, L99L, or in the event pny of said

agencies specifically disapprove the formation of EPr, or sale by

AP&L of ISES 2 and Ritchie 2 to EPI at any earlier date (Agency

Denial), then this MOU and all agreement,s and undertakings hereLn

contained. shall be null and void unless a Customer in its sole

2



discretion notifies AP&L, in writing, of its desire to continue

performance under this MOU for one or more additional sLx (6)

month periods after January 1, L99Lr o! one or more additional

six (6) month periods after any Agency Denial prior to ilanuary 1r

1,99L, until necessary approvals are obtained. In the event a

Customer elects not to continue performance under this MOU by not,

giving notice prior to ,fanuary 1, L99Lr ot any succeeding six (6)

month period, or after Agency Denial, prior to January 1, 1991 or

by exercising its termination rights in Sections tl and/or L2

hereof, any such Customer shall be free to exercise any legal

right it has to obt,ain transmission grid access, and nothing in

this MoU, nor such custonersr execution of, and prior performance

under this MOU, shall be deemed by any party to be a waiver,

abandonment, relinquishmentr oF bar to the exercise of such

right,s by the Customerr

2. The Wholesale Custoners agree that prior to the

termination of this MoU they shall support all approvals which

may be required by the APSC, the MOPSC, the Federal Energy

Regulatory Connission (FERC) and the SEC for the fonnation of EPI

and the transfer to it of all of AP&Lts interest in IsEs 2 and

Ritchie 2 and alL transactions related to such approvals. Such

support shalt constitute, but sha1l not necessarily be limited

to, a written sLatement on behalf of the Wholesale Customers

individually and collectively expressing support for the above-

described transactions which AP&IJ may use with the APSC,'MOPSC,

the FERC and, SEC evidencing the support of the Wholesale



Custorners. Nothing in this MOU sha1l be a bar to, or basis for,

objection to any Wholesale Customerrs intervention or

participation in APSC, SEC, or FERC proceedings associated with

the transactions described in this MOU in order to support the

approval and formation of 8PI (including the sale by AP&L of ISES

2 and Ritchie 2 to EPI) and to protect its interests from

positions of parties not signatories to this MOU which uray

be adverse to approval and formation of EPI (including the sale

by AP&L of ISES 2 and Ritchie 2 to EPI) and, in addit ion, at, the

FERC to protect its interest with regard to formula rates

contalned in Exhibit B from claims by any party inconsist'ent, with

their justness and reasonableness, or to protect, i ts int 'erest

from positions taken in such proceedings by signatories to this

MOU inconsist,ent, with this IvIOU or to contest the just'ness and

reasonableness of transnission service rates before t 'he FERC

under S2O5 or S 206 of the Federal Power Act i f  the formula rates

in the initial filing with FERC differ from those contained in

Exhib i t  r rBrr .

3. AP&L agrees that, upon receipt, of the approvals of the

APSC, MOPSC and, SEC necessary for the formation of EPI and for

the transfer of ISES 2 and Ritchie 2 to EPI' AP&t will execute

and cause to be filed with the FERC' EI1 Addendun to the currently

effective Power Coordination, Interchange and Transmission

Agreement, Power Agreement, or Agreement for Electric Service

(ttexist ing Agreement(s)") between AP&L and each individ'ual

Wholesale Customer. Such Addendurn to the existing Agreements



will provide for any changes to formula rates made necessary by

operation of this Mou, and specifically incorporate all

provisions of this Mou in addition to fornula rate changes and

provide for access, as described hereafter, by the wholesale

Customers to the interconnected transmission system of AP&L

(sys ten)a t theear l i e ro f : (1 )Aso f the te rmina t ionda te

presently specified in the existing Agreement's;1 or (2) As of 30

rnonths from the dat,e of the necessary approvals of the sEC for

the formation of EPI and sale to EPI of ISES 2 and Ritchie 2'

The nethod of providing access t,o the system within the Addendun

shall be by individual contract between AP&L and each wholesale

customer as set forth in the attached nxhibit a, Terms for

Transmission service, and sharr contain such additionar terms and

provisions substantially similar to t'he terrns and provisions

within the Agreement between AP&IJ and EPI attached hereto as

Exhibit B as may be consist,ent with the wholesale customers or

its supplierts physical and operating characteristics and power

and energy requirements, or such additional terms and provisions

substantially similar to terms and provisions which may be

contained in any other Transmission service Agreement now or

hereafter entered inLo between any Entergy corporation operat'ing

The North Little Rock Addendurn (including
[ni=- lloul shal1 remain effectlve beyond the
termination date of the North Little
Rock/AP&L Power ASre9191!, if this Mou is not
Lerninated by North Little Rock in accordance
;ilh-i ir proiisions, by operation of this
MOU, or bY anY AgencY Denial'



subsidiary and EpI or its successors. Where conflicts exist

between this I'IOU, and Exhibits A and B, hereto, this MOU shall

controL, and where Exhibit Brs terms are more favorable to the

l{holesale Customer or its supplier than Exhibit A, Exhibit B

shalL controL.

4. Transmission Grid Access rights grant,ed to the Tfholesale

Customers as provided in this MOU shall be available to a

!{holesaLe Customer after the tirne specified in Paragraph 3 (L) and

(21 irrespective.of whether or not, the Wholesale Custorner elects

to request, such service at either of such times for so long as

AP&L proVides access to EPI or to its successors, and for so long

as Ap&L has no duty to plan generation facil i t ies to serve such

Customersr loads, ds described below. To the extent, a $lholesale

Customer actually exersises its rights to take service and does

acquire firrn electric capacity and energy fron a Supplier by

access to the system, such receipt of senrice shall relieve AP&IJ

of any obligation to continue to plan for and provide generation

facil l t ies necessary to meet such Wholesale Customersr J.oads

thereafter served by a suppl.ier other than AP&L. As to

transmission and related distribution facilities described in the

FERC System of Accounts 350-359 for Transmission and 360-373 for

D is t r ibu t ion ,  Lg  C.F .R.  par t  L03. ,  16  U.S.C.A.  S825.and as

required by existing Agreements necessary to meet the Who1esa1e

Custornerst fulI requirernents, AP&Lrs obligation to plan for and

provide such transrnission and distribution facilities shall be

unchanged by this MOU. It is the specific intent of AP&L and



wholesale Customers to provide to wholesale Customers and/or

their supprier to the extent necessary to supply power to the

wholesale Customer access to the system under terms and

conditions substantially similar to those granted from tirne to

time to EPI by AP&IJ, or any Entergy corporation compdlrYr or by

Ap&L to any non-affi l iated party. To that extent, therefore,

subJect to paragraph J,4 hereof, in the event terms or conditions

of transrnission service more favorable than those contained in

Exhibit B are provided by AP&L (or any Entergy corporation

Conpany for similar transmission service over its facil i t ies) to

EPI or by AP&L to any non-affi l iated party, such more favorable

terms or conditions of transmission service on the system shall

be offered to wholesale Customers (and/or their supplier to the

extent necessary to supply power to such wholesale customers),

notwithstanding confricts with nxhibit n, Exhibit B, or this l4ou.

5. The Wholesale Customers to which formula rates appty are to

be insurated from any increase in rates that night resurt fron a

partial implenentation of the transfer of ISES 2 and Ritchie 2 to

EPI as proposed in the stipulat'ion and settlement Agreement'

Ap&L and the wholesale customers agree that. fuIl implementation

of such transfer shall be deemed to have occurred when either A

or B has occurred: '.

A.1. ISEs z and Ritchie 2 have been transferred to EPI and AP&L

retires approxirnately $rao nil l ion of f irst nortgage bonds

bearing interest rates of at least 13 percent, and,



2. AP&Lts Before Tax Cost of Capital, as defined in the

currently effective formula rates, becomes equal to or less

than the Before Tax Cost of Capital existing at the end of

the month prior to the month in which the transfer of ISES 2

and Ritchie 2 occurs, adjusted to give effect to any change

in the allowed cost of common equity.

B.t. ISES 2 and Ritchie 2 have been transferred to EPI and AP&L

uses the funds received from such transfer in a manner other

than the ret ' irement of the approximatery $reo milr ion of

first mortgage bonds as conternplated in A above, including

bpt not lirnited to the retention of funds for general

corporate purposes, the paynent of dividends or the purchase

of other assets, and,

2.  Ap&Lrs Before Tax Cost  o f  Capi ta l ,  as def ined in  the

currently effective forrnula rate becomes equal to or less

than the Before Tax Cost of Capital existing at the end of

the rnonth prior to the rnonth in which the transfer of ISES 2

and Ritchie 2 occurs, adjusted to give effect to any change

in the allowed cost of comnon equity'

In the event partial implementation of transfer of ISES 2

and Ritchie 2 occurs in any calendar year but, fuII irnplementat,ion

is not cornpleted in the same calendar yearr the fofnula rate

redetermination to be filed on or about March L of the following

year and based on d,ata for the year in which the partial

irnplementation occurred shall be made as though no aspect of the



partial implementation of the transfer had been made during that

calendar year.

In the event fuII implernentation occursr or is cornpleted, in

any calendar year, then the forrnula rate redetermination to be

filed on or about March 1 of the following year and based on data

for the year in which full inplementation $tas completed shall be

made in the normal, prescribed fashion except, that all revenue

and expense effects resulting from such irnplementation of the

transfer shall be reflected at an annualized level.

6. In order to provide for and to assure Wholesale

Customers transmission capacity availability for each Wholesale

Customer at the tine transmission access commences under this MOU

and the associated effective dates of proposed Addendums to

existing Agreements, each !{ho}esale Customer shall be entitLed to

designate, on or before February 1, 1990 (Connitnent Date), no

nore than two proposed point-to-point transrnission contract paths

which are specific as to (L) .the number of megawatts (which may

be an amount which Transnission capacity wil l not exceed); (2',

beginning date of transmission service, (which may be a

continuous period of tirne not to exceed One Hundred Eighty (180)

days) (Beginning Date) r (3) duration in tirne (which nay be a

period of tirne that the access to the specified p4fh will not

exceed);  and (4) point- to-point  locat ion ( i .e. ,  point  of  deJ- ivery

into Ap&Lrs system and point of delivery into the systern of the

Wholesale Customer as those terrns are defined in Section 3 of

Exhibit A). Such designated transmission transactions shall be



Iinited to the !{holesale cust,omers t purchased power requirements
' in L989 plus a reasonable rate of growth not to exceed the

greater of 5 percent per year or the actual annual rate of growth

in purchased power requirements fron L988 to L989, whichever Ls

greater, adjusted for known and measurable changes.

Within 30 days afLer receipt of a designation by a customer

for a point-to-point transmission path, Ap&L wirl notify such

customer whether or not such transmission capacity is presently

availabre. rf the designated transmission capacity is not

presently available, such customer shall have an additional 30

days to designate another point-to-point transmission contract

path, and AP&L sha1l notify such custorner within 30 days after

receipt, of such additional designation as to the availability of

such transrnission capacity.

It is recognized and acknowledged by the parties that Ap&Lrs

prirnary transmission responsibil i ty is to its retail and firrn

Wholesale Customers and that additions to these loads nay affect,

the availabil ity of transnission capacity. Thus, during the

period from the Conmitnent Date until the Beginning Date, AP&L

will undertake to notify the Wholesale Customer of any AP&t

proposed transrnission transaction with a third party or parties

which would, during the period designated by the gustomer,

substantially irnpair AP&Lts ability to complete the transmission

transactions designated by the customer on or before the

Cornmitrnent Date. A Wholesale Customer sha1l have 30 days from

the date of such notif ication to either (a) reserve such

1_O



transrnission capability by paying to AP&L each month an anount

equal to the transmission charges associated with the

transmission transaction designated and requested by the

custonerr oI (b) provide a $tritten release of AP&IJ from any

obligation to provide to such Who1esale Customer the designated

transmission service which would be irnpaired by the proposed

transaction, and elect, within Ninety (90) days under the

procedure outlined, in this section a substitute transmission

path, which shall thereafter be subject to aII the provisions of

this paragraph 6.

7. AP&L a€trees that the Cities of Benton and Prescott,

Arkansas and Farmers Electric Cooperative Corporation (Farners)

rdyr upon the receipt by AP&L and Entergy Corporation of the

approvals described in Section L of this MOU, elect to enter into

Peaking Power Agreements (PPAts) with AP&IJ to provide peaking

power service to such customers. Such PPArs shaLl include

provisions which are substantially sirnilar to the terms and

provisions contained in the PPArs between AP&L and the Cities of

Conway and West Mernphis, Arkansas to be effective on and after

October X., 1.991,.

Benton, Prescott and Farmers may elect to comrnence receipt

of service urider the PPArs either (a) when the one year, twentY

percent (2OZl discount in the production demand rat,e terminates



in their existing Agreementsz in which event the PPAts shall be

effective as fol lows: Benton, Septenber 1, L992; Prescottt

August 3,2, L992i Farmers, i luly J,, L992i or alternatively, (b) in

lieu of receipt of any discount in their existing Agreement, in

which event the PPArs shall be effective as follows: Benton,

Septenber 1, 199L; Prescott,,  August 12, 1991; Farmers, JuIy 3.,

1991. In the event of the election of either alternative (a) or

(b), the PPAts for Benton, Prescott and Farmers shall  terminate

as of Apri l  30, L996, the date of termination of the Conway,

Osceola and West Mernphis PPArs. Provided that, in the event the

PPA of Conway and/or osceola and/or West Menphis is extended

beyond Apri l  lo, J.gg6, then at the individual opt, ion of either

Benton or Prescott or Farmers, such later date as the Con$Iay

and/or osceola and/or l{est Mernphis PPA nay be extended (Iikewise,

Conway and/or Osceola, and/or West Menphis shall have the option

to extend their effective PPArs in the event that the PPArs of

Benton and/or Prescott, and/or Farmers are extended beyond April

30, L996). Provided addit ionally, in any event, either Benton,

or Prescott or Farmers shall have the individual right, upon no

AP&L and Benton, Prescott, Farmers and North Little
Rock agree that the forrnulas contained i.n the exist,ing
Agreements between AP&L and Benton, Pres6ott, Farmers
and north Little Rock shall be revised so as to conform
with the formulas contained Ln the existing Agreements
wlth Conway, osceola and West Memphis. In regard to
North Little Rock, this change shall affect only the
underlying transmission and distribution demand rate
formula in the Agreement for Hydroelectric Power
Transmission and Distr ibution Service. However, this
rate shall continue to be expressed as an energy rate.
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less ttran five (5) years not'ice, to cancel its existing

' Agreements as of the ternination date of the PPA'

B. Notwithstanding Section L4 of Exhibit A' AP&L, in

consideration of Wholesale Customer performance under thls MOU'

forever waives any and all rights it night have, or in the future

may acquire by any means to request' demand or bring' in any

forun, any civil or Adrninist,rative action for the recovery of

ilstranded investment payment,srr related to existing Agreements

with these wholesale custorners under current Iaw, or Laws in the

future, including acts of congress' or orders of the sEC or FERC

against these wholesale Customers or their suppliers. company

acknowledges that inclusion of Section L4 in Exhibit A is

designed to assist Conpany in its dealings with Wholesale

Customers not party to this Agreement and that the Who1esale

customers (except North Little Rock ) thirty (30) month

continuation of purchase of production capacity in accordance

with existing Agreements beyond the date of SEC approval of EPI,

and North Little Rockrs performance under this MOU untiJ. January

1, L99L, or any Agency Denial 'pr ior  to,January 1t  L99L, the

wholesate customers (including North Little Rockrs) duty to

support the formation of EPI, AP&Lrs rights in 54 hereof to cease

planning for customer loads and other valuable conF.ideration

given by Wholesale Customers within thls MOU is ample

consideration to Ap&L for its conrnitrnent to forever waive all

rights or entitLernent to any right to clairns against these

wholesale customers or their suppliers f,or rrstranded investment
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paymentsn related to existing Agreements with these Wholesale

Customers as a result of access by such !{holesale Customers to

Ap&Lrs transmission facil i t ies as provided in this MOU. Nothing

herein contained, shall be construed to be a waiver by AP&L of any

claim or potential claim or any Civil or Administrative action

for recovery of stranded investrnent occasioned by any breach by

Wholesale Customers, or any of thern, (a) of this MOU, or (b) any

existing Agreement, (after terrnination of this MOU) r 01' (c) any

future Agreement for the sale by AP&L to any such customer of

electric power and energy. Moreover, nothing herein contained

sha1l be construed to be a waiver by AP&L or any l{holesale

Cust,omer of any right or clairn pursuant to statute or other

applicable Law or regulation related to any acquisit ion by any

Wholesale Custorner of any facilities nohr or hereafter owned by

Ap&L or any annexation by any Wholesale Customer of customers now

or hereafter served bY AP&L.

g. The llholesale Customers, and each of them, in consideration

of Ap&Lrs performance under this MOU, waive during the period of

performance under this I'{OU, any and all right's they may haver or

in the future may acquire by any means to request, demand or

bring, in any forum, any civil or adninistrative action for

access by thern to the transmission facilities owned. in whole or

in part by AP&L. In the event of tennination of this Mou by any

means specified herein, the parties shall be restored to all

r i gh ts theyhadpr io r toexecu t iono f th isMoU.
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10. Notwithstanding section 1 of trxhibit A, AP&r, agrees that

points of delivery for purposes of this Mou between AP&t and

oLhe rope ra t i ngsubs id i a r i eso fEn te rgyCorpo ra t i on ,A rkansas

Electric Cooperative Corporation, Southwestern Power

Adninistration, Southwestern Electric Power Company, Oklahoma Gas

and Electric cornpany, and the Tennessee Valley Authority either

do not require I 'Reciprocal Agreements"r of AP&L currently has

effective l tReciprocal Agreementsrr within the meaning of Section L

of Exhibit A. The int,ent of this section is to al low

Transmission Grid Access in favor of the Wholesale Customers from

Ap&L physical interconnect,ions with the enumerated utilities

without compliance with section L of nxhibit A. AP&L represents

that the interconnected transrnission grid of Entergy corporation

subsidiaries and aff i l iates as outl ined in the attached fxhibit C

has transmission capacity adequate to accommodate the

transmission of power and energy to be designated by wholesale

customers on the commitrnent Date as set out in paragraph 6 above

currently available and reasonably anticipated to be available at

the tirne of transnission access as described in paragraph 3 of

this !10u at, interconnections with the util'ities identified in

this Section, and the Wholesale Customers, without the need for

major capital imProvements.

LL. In the event the FERC, dt any t ime

this MoU, issues a f inal non-appealable

makingr of, a f inal non-appealable order

proceeding t,o which AP&L is a party or

prior to termination of

order approving any rule

in any contested

is represented bY anY
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a f f i l i a t edcompanyandwh ichFERCdec la res tobeagene r i c

'  f inding applicable to al l  sini lar circumstances, which would

allow transrnission grid access t,o the wholesale Customers as i f

this Agreement were not then effective, any wholesale Custoner in

its sole discretion may after sixty (60) days notice terminate

this Agreement,, in which event the parties will be returned to

all right,s they had prior to the execution of this lilou'

L2. In the event the APSC, in i ts approval of the sale of ISES 2

and Ritchie 2 by Ap&L to EpI, conditions such approvals upon AP&L

and EpI agreeing to, in any manner' l imit geographically EPIrs

wholesale sales and the SEC or FERC sets for hearing any SEC or

FERC regulatory approval without allowing the immediate

implementation of the transactions described in this MoU, subject

to refund, or otherwise, where there is at issue such APsc

conclitions, or other issues and such issues are not resolved by

the SEC or FERC prior t'o January 1 ' L99L, Vilholesale Customers

shall  have the right on sixty (60) days notice to terninate this

MOU.

13. This Mou shall  inure to the benefit  of and be specif ical ly

binding upon the successors or assigns of al l  part ies'

L4. AII part ies to this MoU acknowledge that AP&L is a separate

corporation which is a wholly-owned subsidiary of ' .Entergy

corporation and that Entergy corporation owns other operating

electr ic ut, i l i ty subsidiaries. The part ies further acknowledge

that Ap&L cannot obligate such other Entergy corporation

subsidiaries, including Louisiana Pov'er and I, ight Company,
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Mississippi rower and Light conpany' or New orleans Public

Serv ice , Inc . top rov ideaccess to t ransn iss iongr idsownedby

sucho thercompan iesnor to theen t i re in te rconnec tedEnte rgy

Corporat5.on grid. However, AP&L represents to the Wholesale

custorners that the transmission access policy set out in Exhiblt

A is applicable to such other companies' AP&L wiII notify

wholesale customers of any significant rnodifications in Exhibit

A .

] .5 .Anyno t i ce requ i red tobeg ivenunder the te rmsof th is l ' {ou ,

or any other notice frorn AP&L to a Wholesale Customer, or to AP&L

from a wholesale Customer, nay given by united states Mail, first

class, Postage PrePaid as follows:

President, Arkansas Polter and Light Conpany

Post off ice Box 55L
Little Rock, AR 72203

Mayor, citY of Benton
ctty HaIl
PosL off ice Box 607
Benton, AR 72OLS i

General Manager, Conway Corporation

1,31.9 Prairie
Post Off ice Box 99
Conway, AR 72032

Mayor, citY of North Littl'e Rock

citY Hall
PosL office Box 5757
lloitn Litt le Rock, AR 72LL9

Mayor, citY of Osceola
city HaII
Box 443
Osceo1a,  AR 7237O

MaYor, CitY of Prescott
city HalI
Prelcott, AR 7L857

L?



General Manager, West Menphis Utilities
Post Off ice Box 1868
604 East Cooper
West Memphis, AR 723OL

General Manager, Farmers Electric
Cooperative CorPoration

Post Off ice Box 400
Newport, AR 72LL2

ARKANSAS POWER AND LTGHT COMPANY:

DATE: ,/z-27-tt

CITY OF BENTON, ARKANSAS:

CONWAY CORPORATION:

4c"A- fz ,.'J
Sectetary

DATEz /c-*-  {?

CITY OF NORTH LTTTLE ROCK, ARKANSAS:

President

// -/r* y7



CITY OF OSCEOLA, ARI(ANSAS:

DATE:

CITY OF

CTTY OF WEST II{EMPHIS,

CORPORATION:

L 9

PRESCOTT,

ity Clerk

DAIE,  / / -  / -  ? ,a

rC COOPERATTVE

DArE, l t- t . l  -87
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