Utility eyes Midland alternative

By Joanne Maliszowsk}
statt writor

Although the Michigan energy customer will pay
for the controversial and still incomplete Con-
sumers Power Co’s Midland nuclear power plant,
uillity officials have developed a plan which they
:mllﬁe wlll cost costumers less than abandoning the
acility,

Consumers corporate chlef Witllam McCormick is
betting that costs to the consumer In the leng run
will be far less I the Midland nuctear power plant is
converied to an all-electric, gas-comblned plant,
than If it is totally abandoned.

He told of the C
tions Corp. Wednesday that customers would pay an
estimated 21-22 percent rate Increasc over two-four
years to convert the controverslal nuclear plant to
an cleetrlc-gas plant. .

THE NEW chlef cxecutive officer has taken to
the hustings in a campaign to convince the public
that his utillty company has changed its way and
developed a plan which will get the company out of
the financlal soup and, at the same (lme, provide the
state’s energy needs for the future.

Customers would pay an 18-pereent rate Increase
over two years — 9.6 percent In the first year, 8.6
pereent In the second — if the plant (s abandoned.

The Consumers' rate requést, which is on file with
the Publle Service Commissicn (PSC), would recov-
er $3 billion of the plant's total $4.1 blllion cost.
Stockholders wlll absorb the remasning $1 billion,
McCormick sald.

“1f we abandon the plan! we wlll pursue that rate
request,” McCormick sald, adding the firm would
need a larger fraction of cost recovery in the flrst
year to keep the financially afling flrm healthy.

THE RATE request that's on flle with the PSC
asks far less from customers than what McCormick
estimates will be asked for plant converslon.’ But
with abandonment, customers would be faced with
addltional costs — beyond the rate request — to add
to the flrm’s energy capaclty to meet what company
offlclals expect will be an Increase In energy con-
sumption withln the next 10 years.

“Customers would be better off fnlshing the
plant, than abandoning the plant,” McCormick said.

By converting the Midland plant™te either a coal
or gas plant, Consumers can meet the need for addl-
tional capacity, MeCormlck sald. The cost of con-
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Consumers Power's new chiaf executive
officer, Willlam McCormick, ined

. By converting the Midland
plant to either a coal or gas
plant, Consumers can meet
the need for additional
capacity, McCormick said.

pollti:ai standpoint, nuclear Is still a hot potato in
the state of Michlgan.

“ABANDONMENT though is not a good optien for
the state, We have secn significant growth in elec-
trlcity sales with additlonal growth (expected) in the
next 10 years, We are pretty convinced we're golng
to need additional capacity by the méd-1990s.”

In November 1985, McCormick commissioned a
study on what to do with the Midland plant and what
the future holds for both Consumers and the state.
Although the study 13 incomplcte, McCormick satd
he expects Lo release the findings — particularly the
decision on whether to abandon Midland or convert
1t to another use ~ sometlme in April,

1t {Midland) represents 45 percent of our assets
and in my judgment a geeat asset for the state of
Michigan,” McCormick sald, “We either bave to fin-
Ish It and get on with It or write it off and get it
behlind us.”

BASED ON the study’s still Iutomplel?!llndlng.
at

how the utllity can utilize its Midland
plant.

verilng one of two exlsting encrgy facilltics within
the Midland plant would be about $5.5 milllon.

CONSUMERS OFFICIALS predict that only one
of the units wauld have to be converted to meet the
expected demand for additlonal capacelty. It woutd
take approximately four years to convert the plant,
McCormick sald.

Abandonlng the plant means that the state’s ener-
gy customers will have Lo pay the 18 percent rate
Increase so Consumers can recover the majerity of
Its losses, plus additional rate hikes when the com-
pany Is faced with building new faciltites to meet
the need for additional capacity, McCormick sald.

“We are pretty convinced at this polnt that the
financial risk of completing it {Midiand) as a nucle-
ar plant is just too high,” McCormick sald. “From a

pany offlclals ¢stimate th experls
encing a 1.9 percent growth In the use of encrgy
each year. The study is showing, McCormick said,
that as Michigan's economy improves, energy con-
sumption grows propartionately. Avallable energy
capacity would greatly ald (he state In attracting
new business, he added,

ed,
Economic growth in Michigan Is ocurring at n 2.2-.

2.3 percent rate a year, based on the Consumers
study. With energy consumption growing at 1.9 per-

* eent annually, then over the next 10 years, Con-
sumers will be forced to increase 1ts capacity by 20
pereent, McCormlck said.

Withaut adding to iis current encrgy capacity,
Consumers would be faced with a negatlve energy
reserve by the year 2000, Reserves are a necessary
Ingredient in the encrgy business, MeCormick sald,
simply because on any given day, a percentage of
the company energy capaclty 1s not in sure, Energy
companles recommend a 20-25 percent reserve ca-
paclty to malntaln rélabiity, he said.
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