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In the Matter of

Niagara Mohawk Power Corporation, .

New York State Electric & Gas Corporation,
and

AmerGen Energy Company, LLC
(Nine Mile Point, Units 1 & 2)
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AMERGEN’S RESPONSE TO RG&E’S NOTIFICATION
OF EXERCISE OF RIGHT OF FIRST REFUSAL AND

REQUEST FOR LIFTING OF TEMPORARY SUSPENSION

AmerGen Energy Company, LLC (“AinerGen”) hereby submits its response to the
Notification of Exercise of Right of First Refusal, dated December 23, 1999, which was
submitted by Rochester Gas & Electric Corporation (“RG&E”) in accordance with the
Commission’s instructions in its Memorandum and Order, CLI-99-30, dated December 22, 1999.
AmerGen disagrees with RG&E’s assertion that its exercise of its right of first refusal has
“mooted” this proceeding, and respectfully requesté that the Commission lift the temporary
suspension of this proceeding announced in CLI-99-30 and establish an expedited schedule for
the completion of this proceeding in accordance with the policies and procedures set forth in
Subpart M of 10 CFR Part 2 of the Commission’s regulations.

In its Notification RG&E contends, without support, that its purported exercise of its
right of first refusal under the NMP-2 Basic Agreement to match AmerGen'’s offer to purchase
Niagara Mohawk’s and NYSEG’s intérests in NMP-2 “has mooted the present license transfer
proceeding since AmerGen no longer has any right to acquire the NMP facility.” Notification
at2. | RG&E ighores the fact that the present license transfer proceeding also involves the
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proposed transfer of Niagara Mohawk’s 100% ownership interest in NMP-1 to AmerGen -- a
facility not covered by the Basic Agreement. Moreover, the right of first refusal under the Basic
Agreement was intended for the existing co-owners of NMP-2 and RG&E’s press release related
to its exercise of the right of first refusal (attached) suggests that Entergy, not RG&E, may be the
true beneficiary of RG&E’s exercise of this right. The mere fact that one of the co-owners has
purported to exercise its right of first refusal does not mean that this exercise is valid under
applicable contract, commercial and regulatory laws and polices. Contrary to the suggestion
contained in RG&E’s notification, its actions have clearly not “mooted” this proceeding but,
rather, have underscored the need for a timely decision by the Commission in this proceeding.

In CLI-99-30, the Commission decided to temporarily suspend this proceeding pending
receipt of information concerning the intentions of the co-owners under their right of first refusal
in the NMP-2 Basic Agreement. RG&E and the other co-owners have provided the Commission
with the requested information. ¥ Now that this information has been provided to the
Commission, AmerGen believes that any continuation of the temporary suspension would
necessarily: (1) constitute an inappropriate prejudgment of the complex contractual, commercial,
and state regulatory issues associated with this right of first refusal that goes well beyond the
scope of the Commission’s statutory authority and responsibilities under the Atomic Energy Act
of 1954, as amended, and (2) be contrary to the Commission’s policies underlying the adoption

of Subpart M which call for expedited review and decision in license transfer proceedings.

v On December 30, 1999, Central Hudson Gas & Electric Company, and Long Island
Lighting Company informed the Commission that they would not exercise their
respective rights of first refusal. -
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For the foregoing reasons, AmerGen respectfully submits that RG&E’s purported
exercise of its right of first refusal has not “mooted” this proceeding, and it respectfully requests
that the Commission lift the temporary suspension of this proceeding and establish an expedited
schedule for the completion of this proceeding.

Respectfully submitted,

Paul J. Zaffuts

Morgan, Lewis & Bockius LLP
1800 M Street, NW
Washington, DC 20036-5869
(202)467-7000

Facsimile: (202)467-7176
E-mail: jematthews@mlb.com

Counsel for AmerGen Energy Company, LLC

Dated: January 3, 2000
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CERTIFICATE OF SERVICE

I hereby certify that copies of the AmerGen’s Response to RG&E’s NotifRatidor? P 3:42

Exercise of Right of First Refusal and Request for Lifting of Temporary Suspepision Answer ™

were served upon the persons listed below by e-mail with a conforming copy d@éﬂi@& inthe””
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U.S. mail, first class, postage prepaid, this 3rd day of January 2000.

Office of the Secretary

U.S. Nuclear Regulatory Commission

Attn: Rulemakings and Adjudications Staff
Washington, D.C. 20555

(E-mail: secy@nrc.gov)

Office of the General Counsel
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

(E-mail: ogclt@nrc.gov)

Samuel Behrends IV, Esq.

LeBoeuf, Lamb, Greene & McRae, L.L.P.
1875 Connecticut Avenue, Suite 1200
Washington, D.C. 20009-5728

(E-mail: sbehrend@llgm.com)

James M. D’Andrea, Esq.

Keyspan Energy

175 E. Old Country Road

Hicksville, NY 11801

(E-mail: jdandrea@keyspanenergy.com)

Robert J. Glasser, Esq.

Gould & Wilkie, LLP

One Chase Manhattan Plaza

New York, NY 10005

(E-mail: bobglasser@gouldwilkie.com)

Office of the Commission Appellate
Adjudication

U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

(E-mail: hrb@nrc.gov)

Mark J. Wetterhahn, Esq.
Winston & Strawn

1400 L Street, N.W.

Washington, D.C. 20005
(E-mail: mwetterh@winston.com)

Daniel F. Stenger

Hopkins & Sutter

888 16th Street, N.W.
Washington, D.C. 20006
(E-mail: dstenger@hopsut.com)

Thomas W. Yurik

Rochester Gas and Electric Corp.
89 East Avenue

Rochester, NY 14649

(E-Mail: tom_yurik@rge.com)

M

Payl ?65?% -
Cougife} fof AmerGen Energy Company, LLC
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ATTACHMENT

ROCHESTER GAS & ELECTRIC TO BUY NINE MILE POINT NUCLEAR PLANTS;
SUBCONTRACTS OPERATION TO ENTERGY NUCLEAR INC.

RG&E exercises right of first refusal; terms are identical to AmerGen deal

Entergy Nuclear assumes responsibility for plant operations; establishes fixed cost for
decommissioning

Power purchase agreements for plant output to continue

" Advantage New York" plan assures these plants work to benefit consumers and shareholders

ROCHESTER, NY, Dec. 22, 1999 — Rochester Gas and Electric Corporation (RG&E) today
announced it has exercised its legal '

right-of-first-refusal to acquire a controlling interest in the Nine Mile Point 2 Nuclear Plant and
to buy the Nine Mile Point 1

Nuclear Plant. The company has contracted with a subsidiary of Entergy Corporation to lease,
operate and maintain the plants.

This agreement relieves RG&E of substantial operating and market risks, once the transactions
are complete. Currently, Niagara

Mohawk Power Corporation operates the plants.

" Advantage New York’ is a first-of-a-kind arrangement that will deliver long term financial
benefits to our investors and \

customers in a manner that is also highly responsive to regulatory mandates and the interests of
local communities," said Thomas S. 7

Richards, Chairman, President and Chief Executive Officer of RGS Energy, RG&E’s parent
company. "Bringing in Entergy with

its impressive record of nuclear asset operation and management will lower our overall business
risk and assure that these plants

work to the advantage of New York State consumers."

"Entergy is an ideal partner to operate Nine Mile Point," said Jerry Yelverton, President and
CEO of Entergy Nuclear, the

subsidiary that operates Entergy’s nuclear plants. "By bringing our expertise in nuclear safety,
operating performance and cost

control, we believe we can make these plants better and more efficient. In 1998, our other nuclear

plants operated in the 90
percent capacity factor range, compared to 80-84 percent for the nuclear power industry overall.

"Entergy Nuclear will achieve another milestone in our strategic growth plan," Yelverton said,
"and to the extent that we improve
the plant’s performance, the state of New York will retain an even stronger contributor to its

emerging competitive power market.”
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Under the terms of a lease and operating agreement, Entergy Nuclear will be responsible for
operating the plants, for certain .

operating costs and risks during a transition period and most operating costs and risks thereafter.
RG&E will be responsible for

certain operating costs and risks during a transition period and more limited costs and risks
thereafter.

Under terms of a decommissioning agreement, Entergy will be responsible for decommissioning
the plants at a fixed price after

they are taken out of service. This fixed-cost arrangement will relieve the consumer from
potential cost escalation.

"We expect this New York State asset to produce value over time," Richards said. "This
agreement is a golden opportunity to fund

the retirement of our investment in nuclear plants and provide a source of energy at a stable,
competitive price."

RG&E is acquiring the plants by exercising the right-of-first-refusal it holds as a non-operating
partner in Nine Mile Point 2. The

contract among the Nine Mile Point 2 owners provides that any of the original co-owners of the
plant may purchase another

owner’s share by matching a bona fide offer from a third party. In this instance, AmerGen, a
subsidiary of PECO Energy of

Philadelphia and British Energy of the United Kingdom, has offered $72 million for Nine Mile
Point 1 and $91 million for the 59 '
percent share of Nine Mile Point 2 owned by Niagara Mohawk and New York State Electric &
Gas, for an aggregate purchase

price of $163 million.

In this transaction, RG&E will continue to own the rights to its original 160 megawatts of
electric generating capacity from Nine

Mile Point 2 and acquire the rights to an additional 670 megawatts of capacity from that plant. It
will also acquire all 615

megawatts of capacity from Nine Mile Point 1. Niagara Mohawk and New York State Electric
and Gas will purchase the power

produced by their previous ownership shares in the Nine Mile Point plants from RG&E under a
long-term contract. These terms

are the same agreed to by AmerGen. The Long Island Lighting Company, which is
wholly-owned by the Long Island Power

Authority, and Central Hudson Gas & Electric Corporation are the other non-operating owners

" who will retain their interests in the

plant.

The following additional significant benefits to New York State customers will result:

Customers will pay for energy only when produced by the plants.



Customers will continue to benefit from stable, competitively-priced energy from the plants.

The owners’ profits from both plants will remain in New York State and will be shared with
customers. They will be used to '

reduce the company’s net investment in the plants, and reduce the cost basis for customer
rates as a result.

The ownership of the asset and the benefits it yields will remain in New York State, helping
to boost the Upstate economy,

as it grows in value and productivity from improved operation.

RG&E’s arrangement with Entergy provides a flexible solution to the regulatory treatment of
nuclear plant investments as

we transition to a competitive energy market and could be applied statewide.

As part of its agreement with RG&E, Entergy Nuclear will offer to continue to employ the
approximately 1,330 employees at the

two plants and will accept the current collective bargaining agreement with the International
Brotherhood of Electrical Workers

Local 97.

RG&E expects to take control of the Nine Mile Point nuclear plants next year, after the
completion of state and federal regulatory

approvals. Needed approvals include reviews by the New York State Public Service
Commission, the Nuclear Regulatory

Commission and other government agencies.

RG&E expects the transaction to have a positive effect on earnings per share based on the current
number of shares outstanding

and intends to finance the acquisition through the issuance of long-term debt. The acquisition is
not expected to affect RG&E’s

customer electric rates, which already are decreasing on a schedule fixed through 2002.

The Nine Mile Point nuclear plants total 1,754 megawatts of electric generating capacity. They
are located in Scriba, N.Y., near

Oswego. The Nine Mile Point 1 plant is wholly-owned by Niagara Mohawk. The Nine Mile
Point 2 plant is owned by Niagara

Mohawk (41 percent), New York State Electric & Gas Corporation (18 percent), Long Island
Power Authority (18 percent),

Central Hudson Gas & Electric Corporation (9 percent) and RG&E (14 percent).

RG&E, a subsidiary of RGS Energy (NYSE: RGS), currently serves 344,000 electric and
289,000 gas customers in a nine-county

region of Upstate New York. RG&E owns and operates the R.E. Ginna Nuclear Plant in Ontario,
N.Y. The Ginna plant ,

consistently outperforms the nuclear industry average, and is considered the best performing
nuclear plant in New York State.



Entergy Nuclear is the nuclear operating subsidiary of Entergy Corporation, a utility holding
company headquartered in New

Orleans, La., with nearly 30,000 megawatts of plant generation capability in the U.S. and about
2.5 million customers in four states.

This release includes forward looking statements, estimates and projections. Actual events and
results may, for a variety of reasons, prove to

be materially different from those indicated in these forward looking statements, estimates and
projections. Factors that could influence

actual outcomes include the effects of changes in law, regulatory decisions, the evolution of
competition, wholesale market prices for electric

energy and capacity, changes in accounting, weather, the performance of generating units, fuel
prices and availability, financial markets,

and environmental regulations, among other factors.
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Return to the RG&E home page

Comments/Suggestions concerning these pages can be sent to webmaster@rge.com

Thank You For Visiting our Web Site!



