
RESOLUTION NO.

WHEREAS, the Formula Rates of  Arkansas Power & L ight  Company

(ape f , ) ,  cha rgeab le  to  the  C i t y  o f  Conwayr  A rkansas  and  o the r  co -owners

o f  t he  Wh i te  B lu f f  and  Independence  S team E lec t r i c  S ta t i ons r  have

recen t l y  been  the  sub jec t  o f  admin i s t ra t i ve  l i t i ga t i on  i n  Federa l

Energy Regulatory Commiss ion (FERC) Docket ,  No.  ER82-705-OO2 for

ra tes  payab le  du r ing  the  1987-88  con t rac t  yea r ;  and r

WHEREAS,  AP&L  in  November r  L987  f i l ed  an  App l i ca t i on  fo r  I n -

c reases  i n  Who lesa le  Ra tes  to  Conway  and  o the rs  i n  FERC Docke t  No .

ER88-94 -OOO to  commence  in  the  1988-89  ccn t rac t  yea r ;  and ,

WHEREAST al l  the pr inc ipa l  par t ies to  the referenced FERC pro-

ceedingsr  inc lud ing the FERC staf f ,  have agreed upon a methodology

to  se t t l e  t he  two  (2 )  open  Docke ts  wh ich  w i l l  no t  cause  an  i nc rease

in  who lesa le  e lec t r i c  ra tes  to  the  C i t y  o f  Conwayr  A rkansas ;  and r

WHEREAS, t ,he Board of  Di rectors of  the Conway Corporat ion has

approved ,  by  Reso lu t i on r  t he  Se t t l emen t  Ag reemen t  a t tached  he re to .

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCTL OF THE CITY

OF CONhIAY, ARKANSAS:

THAT,  the  C i t y  Counc i l  he rew i th  concu rs  i n  t he  app rova l  o f  t he

sa id  Se t t l emen t  Ag reemen t .

-f7P A S S E D :

S i g n e d
Dav G . Mayor

S igned
Mart a  H a r t C t yc



UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COII{MISSION

Arkansas Power & Light Company ) Docket No. ER82-705-002,
e t  a l .

PREAI,IBLE TO SETTLEI'IENT AGREEII{ENT

1.  On March 11,  1987,  Arkansas Power & L ight  Company

(AP&L or Company) f i led redetermj.ned charges derived from

formula rates on f i le for eight customersr including the Cit ies

of Conway, West lr lemphis, Jonesboror Osceola, and Hope,

Arkansas, the Cit ies of Campbell and Thayer, Missouri,  and the

Arkansas Electr ic Cooperative Corporation. These customers,

together with the Cit ies of Benton, North t i t t le Rock and

Prescott, Arkansas and the Farmers Electr ic Cooperative

Corporation, intervened in the proceeding.

2.  On t " lay 29,  1987,  the Commiss ion 's  Tr ia l  Staf f  f i led a

reguest for an investigation of the formulary rates for which

AP&L had f i led redetermined charges. By order issued June 26,

1987, the Commission set the formula rates for hearing. The

proceeding was assigned to Administrative Law Judge Samuel z.

Gordon.

3.  A prehear ing conference was held on JuIy  9,  1987,

after which the part ies f i led memoranda l ist ing the issues to

be resolved. A procedural sctiedule was established, After

discovery, the f i l ing of testimony and various procedural
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motions, the part ies met to discuss sett lement. An informal

conference at the Comrnission was held on January 20, 1 988.

Shortly thereafter, a sett lement was reached and by order

issued February 2,  1988,  the Pres id ing Judge suspended the

procedural schedule. That sett lementr to which al l  customers

under the formulas at issue have agreed, is embodied in the

Sett lement Agreement contained herein.

SETTLEMENT AGREEMENT

4.  The unders igned par t ies agree as fo l lowsl

(a)  The March 11,  1987,  redeterminat ion of  charges under

the rate formulas wil l  be accepted without modif ication, except

that the Federal income tax rate wil l  be changed to 38 percent,

and refunds wil l  be paid accordinglY, with interest calculated

pursuant  to  Sect ion 35.19a of  the Commiss ion 's  Regulat ions.

The issue of  how to t reat  AP&Lfs ra i l  tar i f f  re fund resul t ing

f rom the May 13,  1987,  rCC decis ion wi l l  be the subject  o f  a

separate f i l ing with the FERC, which AP&L wil l  submit by March

31 ,  1988 ,  _

(b) The current rate formulas wil l  remain effective unti l

modif ied by agreementr changed in accordance with applicable

law, or changed j.n accordance with other provisions of this

agreement, except that the definit ions of Federal and State

income tax rates wil l  be modif ied in accordance with the
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testimony of FERC Staff witness Ken Barnes f i led in this

proceeding.

(c)  The March 1,  1988 redeterminat ion of  the formula rates

wi l l  inc lude,  but  not  be l imi ted to ,  the fo l lowing features:

( i )  Rate of  re turn on equi ty  wi l l  be as last

determined by the Arkansas Public Service

Commiss ion for  AP&L,  which was 13t  a t  year-end

1987 .

( i i )  34 percent  Federa l  income tax rate,  subject  to

changes in the Federal Income Tax rate.

( i i i )  The var iab le LD (accumulated deferred income

taxes l ibera l ized deprec iat ion)  wi l l  be

developed in the same manner as in the March 11,

1987 redeterminat ion.  Speci f ica1ly ,  deferred

tax balances re la ted so le ly  to  AP&L's  Arkansas

and Missour i  re ta i l  jur isd ic t ions wi l l  be

excluded. This relates to account 282.

1 i v )  The  t ransmiss ion  l oss  fac to r  w i l l  be  3 .61

percent prospectively from March 1 r 1 988r unti l

changedr 3s provided in this agreement.

(d) The part ies agree to conduct negotiat ions in good

fa i th  to  rev ise the formula rates '  by June 1r  1988 i f  poss ib le '

to recognize changes in AP&Lrs cost structure and otherwise to

provide more just and reasonable rates. I f  agreement is
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reached, the revised formulas wil l  be f i led with the FERC to

become ef fect ive in  the companyrs l larch 1,  1989

redetermination.

(e) The part ies agree to work together to attempt to

develop a ne$r method for calculating transmission losses to

take  e f fec t  l l a r ch  1 ,  1989-

(f) Upon Commission approval of this sett lement, AP&L wiII

wi thdraw i ts  appl icat ion in  Docket  No.  ER88-94-000'  Pending

such approval ,  AP&L wi l l  seek to  hold Docket  No.  ER88-94-000 in

abeyance.

(g) If  the part ies cannot agree to revised formulas by

June 1r  1988,  AP&L is  f ree to  make whatever  f i l ings i t  des i res

and the part ies reserve the right to make any objections

thereto.  I f  such f i l ing is  submit ted by october  1t  1988'  the

part ies agree to support the effectiveness of the f i l ing

subject  to  refund as of  March 1,  1989,  inc lud ing any not ice and

suspension period. If  such f i l ing is made by AP&L after

october  1r  1988,  the par t ies agree that  the ef fect ive date of

the f i l ing,  subject  to  refund,  wi l l  be extended for  a  l ike

period after March 1 , 1 989. Thereafterr i f  formula rates are

to be continued, redeterminations of charges under the formula

rates would take effect as of March 1 of each year.

(h) In the event that the part ies. do not agree to the

revised formulas and AP&L f i les revised formulas, the part ies
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agree that the Company shall not be reguired to include period

II data in support of i ts f i l ing. The Company wil l  ask for

wai.ver of the Period II f i t ing reguirements at the t ime it

f i les  for  i ts  new rates,  and the par t ies wi l l  suppor t  such

reguest for waiver. In the event that AP&L does not f i le

revised formulas, the part ies shall  not be reguired to support

waiver of the Period II f i l ing requirements.

5. The Power Coordination, Interchange and Transmission

Serv ice Agreements f i led in  Docket  Nos.  ER80-373,  ER82-705,

ER83-86 ,  ER83-230 ,  and  ER83-297  r  ds  mod i f i ed  by  p r i o r

sett lement agreementsr shall  remain in effect, except as

modif ied or superseded by the provisions of this Sett lement

Agreement.

6. This Agreement is expressly contingent upon its

approval by the Federal Energy Regulatory Cornmission without

modif ication, unless such modif ications as the Federal Energy

Regulatory Commission may reguire are agreed to by the part ies.

AII part ies to this Agreement wil l  cooperate in seeking its

acceptance and approval by the Federal Energy Regulatory

Commission. If  this Agreement is not accepted and approved by

the Federal Energy Regulatory Commission without modif ication,

then:  ( i )  i t  shal l  not  be b ind ing on any par ty ;  ( i i1  a l l

part ies shall  in that event be deemed to have reserved al l

their respective r ights and remedies in this proceeding; ( i i i )
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this Settlement Agreement shall not be part of the record in

such proceedi.ng, and al l  discussions and negotiat ions thereon

shal l  be pr iv i leged;  and 1 iv)  the par t ies shal l  not  be obl iged

to negotj-ate further, other than to discuss in good faith

whether the modif ications reguired by the Federal Energy

Regulatory Commission are acceptable to them.

7. Nothing in this Sett lement Agreement shall  constitute

an admission by any party of the correctness or applicabil i ty

of  any c la im,  defense,  ru le  or  in terpretat ion of  law,

al legation of fact, principle or nethod of ratemaking or cost

of service determination; exceptr the sett lement rates reflect

that al l  post-1 980 propertf has been ful ly normalized by the

Company, bringing this property within the ambit of Section 1 68

of the fnternal Revenue Code adopted as part of the Economic

Recovery Tax Act of 1 981. This Sett lement Agreement is made

up6n the explicit  understanding that i t  constitutes a

negotiated sett lement with respect to rates, terms and

eondit ions contained in the proposed agreements in this

proceeding. It  is also agreed that the part ies shall  not be

considered as necessari ly agreeing with or conceding the

applicabil i ty of any principle' or any method of ratemaking or

cost-of-service determinationr or design of rate scheduler or

terms or condit ions of service t ot the application of any rule

or interpretation of law that may underlier oE be thought to
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underl ie, this Sett lement; except that the part ies agree that

the sett lement rates reflect that aII post-1 980 property has

been ful ly normalized by the Company. It  is further agreed

that in any future negotiat ion or proceedings whatsoever (other

than any proceeding j-nvolving the honoring, enforcement or

construction of this Sett lement Agreement or the revision to

any rate schedules to be f i led with the Commission pursuant to

this Sett lement Agreement) the part ies shall  not be bound or

pre jud iced by th is  Set t lement  Agreement .

Agreed to this day of

crrY oF HoPE, ARKANSAS

,  1  ggg .

ARKANSAS POWER & LIGHT COMPANY

CITY OF WEST II{EIIIPHIS, ARKANSAS

By

CITY OF CAII{PBEIL, MISSOURI

By

crTY oF THAYER, UTSSOURI

By By

ARKANSAS ELECTRIC COOPERATIVE CITY OF CONWAY, ARKANSAS
CORPORATION

By
By

CITY
THE

WATER AND LTGHT PLANT OF
CITY OF JONESBORO, ARKANSAS

CTTY oF oscEoLA, ARKANSAS

By

By

By
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a t

( RESOLUTTON

tNtsEREAs, the Fornula Ratee of Arkangas Porer & Light Conpany

(aper) r chargeable to the city of conuayr Arkangae and other co-oyners

of the lfhlte Bluff and fndependence Steam Electr l .c Stationsr have

recent ly  been the subJect  o f  admin iet rat ive l i t igat ion in  Federa l

Energy Regulatory conmias ion (FERC) Docket  No.  ERg2-705-oo2 for

rates payable dur ing the lggz-88 contract  year i  andr

INBEREAST AP&L Ln Noveurberr 1987 f i led rn Appllcatlon for rn-

creases in l fholesale Rates to Conway and otherg in PERC Docket No.

ER88-94-ooo to commence in  the l9g8-89 contract  year i  andr

lf tsEREAsr al l  the principal part ies to the referenced FERC prb-

ceedingsr including the FERC staff l  have agreed upon a nethodology

to sett le the two (2't  open Dockets vhich vi l l  not cause an increase

ln vholesale e lect r ic  ra tee to  the Ci ty  of  Convayr  Arkansae.

NOWI TIIEREFORE, BE fT RESOLVED BY TBE BOARD OF DfRECTORS OF TEE

CON9IAY CORPORATTON:

THAT, the Sett lenent Agreement attached to and hereby nade a
part of thig Reeolution le hereby approved by the Board of Directors

of the Convay Corporatlon.

PASSED:

Signed

Signed
reaaurer

(

C
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