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Carolina Power & Light Company

September 3, 1981

FILE: %NG-3514(B) SERIAL No.: N0-81-1413

Mr. Harold R. Denton, Director

Office of Nuclear Reactor Regulation

United States Nuclear Regulatory Commission
Washington, D.C. 20555

BRUNSWICK STEAM ELECTRIC PLANT, UNIT NOS. 1 AND 2
DOCKET NOS. 50-325 AND 50-324
LICENSE NOS. DPR-/1 AND DPR-62
REQUEST FOR LICENSE AMENDMENTS
ADDITION OF CO-OWNER

Dear Mr. Denton:

In accordance with the Code of Federal Regulations, Title 10,
Section 50.90 and Section 2,101, Carolina Power & Light Company (CP&L)
hereby requests revisions to the Operating Licenses for its Brunswick
Steam Electric Plant, Unit Nos. 1 and 2. These changes reflect the
addition of North Carolina Municipal Power Agency Number 3 (Power Agency)
as a co-owner of the Brunswick facilities. The "Application for Amendment
of Operating License Nos. DPR-71 and DPR-62 Adding Co-Owner" is attached;
in accordance with 10CFR50.33 and 50.33a, it contains the applicable
information necessary to determine financial qualification and to conduct
th~ appropriate antitrirst reviews. A suggested revision to Paragraph 2.A
of each Operating License is also attached.

Power Agency is purchasing undivided ownership interests from
CP&L in three fossil units (Roxboro 4, Mayo 1, and Mayc 2), Brunswick 1 & 2,
and the four units of the Shearon Harris Nuclear Power Plant (SHNPP).
Applications to amend the SHNPP Construction Permits and the SHNEFP Application
for Operating Licenses are being filed concurrently with thie submittal.

In addition, due to their volume, Exhibits A, Bils B2 C B R
F, G, and H are being subnitted under separate cover (Serial No.: NO-81-1414).
These exhibits are refereaced in the attached application.
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We have determined that the requested changes constitute one

Cilass I1 amendment and one Class I amendment in accordance with 10CFR170.22.
Accordingly, our check for $1,600.00 is encloused.

The agreements which CP&L and Power Agency have executed relating
to the sale of generating capacity are conditioned upon necessary regulatory

reviews and approvals. It is requested, therefore, that review of this
application be expedited.

Please contact our staff should you have any questions regarding
this matter.

Yours very truly,

> h““‘\
A orv
A JdnAs

/ Vice Chairman

JAM/1r (0581)
Attachments

ce: Mr. D. G, Eisenhut (letter only)
Mr. T. A. Ippolito (letter only)
Mr. J. Van Vliet (letter only)

Sworn to and subscribed before me this 3rd day of September, 1981,

T bl D

Notary Public

My Commission Expires:Oct. 4, 1981
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OPERATING LICENSE AMENDMENTS

The following is a prososed revision to Paragraph 2.A of
Brunswick Unit No. 1 Operating Liceanse No. DPR-71 to reflect North

Carolina Municipal Power Agency Number 3 as a co-owner of the facility:

2.A This license applies to the Brunswick Steam

Electric Plant, Unit 1, a boiling water reactor and
associated eyuipment (the facility), owned by the
Carolina Power & Light Company and North Carolina
Municipal Power Agency Number 3. The facility is
located on the Cape Fear River, near Southport in
Brunswick County, North Carolina, and is described
in the "Final Safety Analysis Report" as supple-
mented and amended (Amendments 1 through 31) and
the "Environmental Report" as supplemented and
amended.

The following is a proposed revision to Paragraph 2.A of
Brunswick Unit No. 2 Operating License No. DPR-62 to reflect North

Carolina Municipal Power Agency Number 3 as a co-owner of the facility:

2.A This license applies to the Brunswick Steam

Electric Plant, Unit 2, a boiling water reactor and
associated equipment (the facility), owned by

the Carolina Power & Light Company and North
Carolina Municipal Power Agency Number 3. The
facility is located on the Cape Fear River, near
Southport in Brunswick County, North Carolina, and
is described in the "Final Safety Analysis Report"
as supplemented and amended (Amendments 1 through 29)
and the "Envirormental Report" as supplemented and
ame.led (Supplements 1 through 7).



UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

In the Matter of
Docket Nos. 50-325
CARCLINA POWER & LIGHT COMPANY 50-324
(Brunswick Steam Electric Plant,
Units 1 and 2)

Nt Nl S St St it

APPLICATION FOR AMENDMENT OF OPERATING LIUENSE
NOS. DPR-71 AND DPR-62 ADDING CO-OWNER

Carolina Power & Light Company ("CP&L") is presently the
holder «f Nucl~zr Regulatory Commission ("NRC" or "the Commission")
Operatiag License Nos. DPk-71 and DPR-62 for Units 1 and 2 ¢°
the Brunswick Steam Electric Plant. By this application, CPsL
and the North Carolina Municipal Power Agency Number 3 ("Power
Agency") respectfully request that the Commission amend these
Operating Licenses to include Power Agency as a co-owner of
Brunswick Units Nos. 1 and 2, consistent with the agreements
between CP&L and Power Agency as hereinafter described. CP&lL
will retain exclusive responsibility for the operation and
maintenance and the construction of capital additions to Brunswick

Units Nos. 1 and 2.
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1. General Information

a. Name and Address of Proposed Co-Owner

North Carolina Municipal Power Agency Number 3
Post Office Box 95162
Raleigh, North Carolina 27625

b. Description of Business of Proposed Co-Nwner

Power Agency is a public body corporate and politic
and an instrumentality of tue State of North Carolina, incorporated
under North Carolina statutes in December, 1976. Power Agency
was created to plan, develop ‘-onstruct, and op~r-ate generation
and transmission facilities. Power Agency has been granted all
of the powers necessary or convenient to carry out such purposes.
Power Agency has proposed to enter into contra-ts with thirty-six
political subdivisions, listed in Apperdix A, under which Power
Agency is to be the sole and exclusive bulk powe> supplier for
each such political subdivision in excess of any allotment of
federal power from Southeastern Power Administration or of the
output of any resource such political subdivision may develop
and install pursuant to provisions of the Supplement:/.1 Power
Sales Agreement in effect between Power Agency and such political
subdivision. Each such political subdivision is obligated to
take or pay for its entitlement share of power from any owned
project, such as the Brunswick and Harris Units. The terms of
said contracts are for the life of the project or sc long as any
of Power Agency's bonds issued to finance the project are ouustanding,
but not exceeding 50 years.

c. Corporate Date Relating to Propused Co-Owner

Power Agency is a body corporate and politic and an

&‘1* B109070/55



instrumentality of the State of North Carclina created pursuant

to the Joint Municipal Electric Power and Energy Act, Chapter

159B of the General Statutes of North Carolina.

Power Agency

is not owned, controlled or dominated by an alien, a foreign

corporation or foreign government.

Power Agency's office is

located at Cypress Building, Highwoods Office Center, Post

Office Box 95162, Raleigh, North Carolina 27625. The names

and business addresses of Power Agency's Board of Commissioners,

all of whom are citizens of the United States, are as follows:

The Honorable Simon C. Sitterson, Jr.*, Chairman

Kinston

Mr. Peter Vandenberg,* Vice Chairman

Laurinburg

Mr. David R. Taylor,* Secretary-Treasurer

Tarboro

Mr. Ralph W. Shaw, General Manager

Mr. Lamar Hales
Town of Apex

Hon. Ralph M. Wallace
Town of Belhaven

Mr. Charles Stewart
Town of Clayton

Mr. Tommy M. Combs
City of Elizabeth City

Mr. J. A. Wooten, Jr.*
Town of Farmville

Mr. Cu.rles O'H. Horne, Jr.*

City of Greenville

Hon. W, D. Cox
Town of Hertford

Hon. Harry S. Taylor, Jr.

Town of Hookerton

Mr. Edward B. Walters
Town of LaCGrange

Mr. Mark A. Suggs
Town of Ayden

Mr. Robie G. Dunn
Town of Benson

Mr. James P. Ricks, Jr.
Town of Edenton

Hon. B. D. Kimball
Town of Entield

Mr. Devone Jones
Town of Fremont

Mr. W. P. Riley
Town of Hamilton

Hon. R. G. Anthony
Town of Hobgood

Hon. Simon C. Sitterson, Jr.*

City of Kinston

Mr. Peter Vandenberg*
City of Laurinburg



Ms.
Town

Lois Brown Wheless

of Louisburg

Mr. Russ Conner

City

of New Bern

Mr. John McNeill

Town

Hon.
Cits

Hon.
Town

of Red Springs

Frederick E. Turnage*
of Rocky Mount

Ferd L. Harrison
of Scotland Neck

Mr. Jonathan Hankins

City

of Southport

Mr. Guy C. Hill

Town

of Wake Forest

Mr. William L. Ross

Town

of Waynesville

Mr. T. R. Shaw, Jr.

City

of Windsor

Hon. Furman K. Biggs, Jr.
City of Lumberton

Mr. Raymond Glover
Town of Pikeville

Mr. Ralph Mobley
Town of Rcbersonville

Mr. W. Everette Prince
Town of Selma

Mr. Earl Langley
Town of Smithfield

Mr. David R. Taylor*
Town of Tarboro

Mr. D. R. Jones
City of Washington

Mr. T. Bruce Boyette
City of Wilson

Mr. E. C. Hines
Town of Winterville

*Executive Committee Member
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2. RESPONSES TO INFORMATION REQUESTS OF NUCLEAR
GULATORY COMMISSION STAFF CONCERNIN
FINANCIAL QUALTFICATIONE OF MUNICIPAL APPLICANT

NORTH CAROLINA MUNICIPAL POWER AGENCY NUMBER 3

Question 1

Provide a detailed statement of the projected source
of funds for eath municipal applicant's capital contribution
to the subject project reflecting assumptions and detailed
explanation.

Response to yuestion 1

Power Agency's ownership interest in the project will
be financed through issuance of tax-exempt revenue bonds.
The estimated capital costs, principal amount of bonds required,
and assumptions used in developing such estimates are included
in Exhibit A.
Question 2

If the applicant is to finance its ownership share with
bonds, indicate the source of funds for payme:ut of interest
charges and principal.
Response to Question 2

Fower Agency will execute Project Power Sales Agreements
with its Participants for the Initial Project which in the
aggregate provide for the payment of principal and interest
(to the extent not capitalized and paid from bond proceeds).
Each Participant will pay its Partic.pant's Share of the
Monthly Project Power Costs which, as defined, include provisions

for such principal and interest charges.



The obligations of the Participant to make payments
to Power Agency under the Project Power Sales Agreement will
be an expense of its Electysic System, and the Participant
will not be required to make payments to Power Agency except
from revenues of its Electric System. Each Participant will
covenant in the Project Power Sales Agreement that it will
fix and charge rates for electric service supplied from its
Electric System sufficient to meet all of its obligations
under the Project Power Sales Agreement and to pay any and
all other amounts payable from such revenues including cost
of operation and of any general obligation bonds issued by
the Participant to finance its electric system.

Exhibit B.l is a copy of the North Carolina Municipal
Power Agency Number 3, Project Power Sales Agreement, Initial
Project, dated July 30, 1981. Section 1(t) thereir defines
Monthly Project Power Costs. Additionally, Sections 4 and
6 therein respectively provide for sale and source of and
obligation of payments. Exhibit B.2 is a copy of the Supple-
mental Power Sales Agreement dated July 30, 1981 to be executed
by Power Agency and each Participant.

Question 3

Describe the nature, amount, rating and success of the
applicant's most recent revenue and general obligation bond
sales. Indicate the current total outstanding indebtedness
in each category for each entity.

Respc. se to Question 3

Power Agency has not heretofore issued any such bonds.



Question 4

Provide copies of the official statements for the most
recent bond issue.
Response to Question 4

See response to gquestion 3.

Question 5

Provide copies of the most recent annual firancial report

(June, 1980).

Response to Question 5

Submitted herewith as Exhibit C is the report entitled
"Audited Financial Statements and Other Financial Information" for
North Carclina Municipal Power Agency Number 3, dated June 30,
1980. Applicants will submit the 1981 financial statement for
Power Agency as soon as it becomes available. 1In addition,
applicants can make available to the Commission copies of the
most recent annual financial statements of the r:nicipalities
which may become Participants in the project.

Question 6

Is each Participant's percentage ownership share in the
facility equal to its percentage entitlement in the electrical
capacity and output of the plant.

Response to Question 6

Yes, they are equal.
Question 7

Describe the rate-setting authority of each municipal
applicant and how that authority may be used to ensure the
satisfaction of financial obligations related to both capital

and operating rnosts of the facility.



Response to Question 7

The authority of Power Agency is set forth in Chapter
1592 (Joint Municipal Electric Power and Energy Act) of the
Gereral Statutes of North Carolina and in Article V, Section
10 of the Constitution of North Carolina. 1In particular,
N.C.G.S. 159B-11(14) authorizes joint agencies "Tc fix, charge
and collect rents, rates, fees and charges for electric power
or energy and other services, facilities and commodities
sold, furnished or supplied through any project." Under
the Power Coordination Agreement and the Operating and Fuel
Agreement between Power Agency and Carolina Power & Light
Company (Exhibits D and E), Power Agency covenants to set
rates adequate to cover all its costs [Power Coordination
Agreement, Section 26.1(A); Operating Agreement, Section
19.1(B)]. These obligations are embodied in the agreements
between Power Agency and its Participants (Project Power
Sales Agreement, Section 6; Supplemental Power Sales Agree-
ment, Section 5). No regulatory approvals are required by
Fower Agency in setting ra*es to its Participants. The
Participants, as municipalities of the State of North Carolina,
have authority to establish their own retail rates for service
to their customers. In N.C.G.S. 159B-22, the State of North
Carolina covenants and agrees that so long as any bonds of
Power Agency are outstanding and unpaid, the State will not
limit or alter the rights of any purticipant or of Power
Agency to establish, maintain, revise, charge and collect
electric rates to fulfill the terms of any agreement for

the project.



Question 8

What is the estimated dollar amount that will be payable
by the applicant at the date of closing of the sale, and
after closing through the completion of the units.

sponse to Question 8

Table 5 of Exhibit A reflects the estimated dollar
amounts payable “y the applicant for the closings and after
closing through the completion of the units (see line 12--
columns (b)+(c)+(d) = closing costs; column (p) minus the
sum of (b)+(c)+(d) = amounts to be paid after closing until
the units are complete.

Question 9
Provide copies of the joint ownership acreeuents.

Response to Question 9

Copies of the joint ownership agreemer s are being filed
as a part of this Application.
Question 1C

If . membership organization is participating in the
joint ownership, explain the contractual arrangement among
the members that assur-s that funds will be available to
meet the entity's obligations tc the project.

Response to Question 10

The member participants will enter into various agreements
with the applicant whereby the participant covenants to charge
rates sufficient to cover all costs for facilities acguired
and services rendered under the agreements. Please reference

to "Response to Question 2", to BExhibit B.l, Section 5(e),
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Section 6(b), and Sections 12(c) and (d); and to Exhibit
B.2, Section 7(c).
Question 11

Explain the prncedure <o be used by the lead applicant
tor billing the municipalities for construction progress
payments subsequent to closing the sale.
Responsz to Question il

Pursuant to Sectioca 6.7 ol the Purchase, Construction
and Ownership Agreement ("Sales Agreement" Exhibit F), CP&L will fur-
nish to Power Agency on an annual basis estimates of construc-
tion costs for the project and Power Agency's share thereof.
Pursuant to Section 6.3 of the Sales Agreement, on the first
day of each month after the first closing CP&L will submit
to Power Agency a statement showing the amount due from Power
Agency for construction expenditures expected to be incurred
in the month next following. Power Agency's payment will
be due on the first of the month following the month of each
such statement. When the costs actually incurred in that
month become known, CP&L will make an adjustment on the next
monthly statement submitted to Power Agency to correct any
differences between Power Agency's progress payment and its
share of the costs actually incurred.

The procedures relating to monthly construction progress
payments are fully set forth in Sections 6.2 and 6.3 of the
Sales Agreement.

Question 12

Describe the applicant's plan for financing its share
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of the cost of eventual shut-down of the facility and main-

tenance in a safe shut-down condition.

Response to Question 12

Provisiocns fc v the creation of a Decommissioning Fund

have been provided in the draft Bond Resolution (Exhibit

G) which is to be adopted by the appiicant's Board of Com-

&5 .

miss‘oners. In addition, costs of decomrissioning the Bruns-

>

wick and Harris nits have been included in the Preliminary
Enj.neering Report of R. W. Beck and Associates as a portion

of the project's overall feasibility.
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3. Intormation Reguested by the
Att ;. ney General for Antitrust Review

Carolina Power & Light Ccmpany ("CP&L") and North
Carolina Municipal Power Agency Number 3 ("Power Agency") are
applicants for an umendment tc the Operating Licenses for
Brunswick Steam Electric Plant Unit Nos. 1 and 2 ("Brunswick
Units"), DPR-71 (Brunswick Unit No. 1, issued Septemrer 8,
1976) and DPR-62 (Brunswick Unit No. 2, issued Deceaber 27,
1974) and the Construction Permits for Shearon Ha ris Nuclear
Power Plant Unit Nos. 1, 2, 3 and 4 ("Harris Units")
CPPR-158, CPPR-159, CPPR-160 and CPPR-161, esp- Yy
(issued January 27, 1978). Applicants seek t¢ | ive the
Operating Li~enses for the Brunswick Units, the Construction
Permits for the Harris Units and the application for
Operating Licenses for the Harris Units amended to incluae
Power Agency as co-owner of the Brunswick Units and the
Harris Units.

This request is submitted by CP&L on behalf of
Power Agency in support of their applications for amendments
to the Nuclear Regulatory Commission and in response to the
information requested by th~ R orney General for antitrust
review pursuant to Title 10, Code of Federal Regulations,

Part 50, Appendix L. 1/, 2/

1/ Because Power Agency does not presently own or operate
any generating capacity &'d because the capacity which will
be avaiiable to Power Age.ucy through the subject project is
less than 1400 Mw(e), Power Age 'cy is not required to submit

(Footnote continued on page following.)
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INTRODUCTION

A. General Background

There are 72 municipalities in North Carolina
which own and operate their own electric distribution
systems. Thirty-one of these systems are in Carolina Power &
Light Company's service area; sixteen are in Virginia Electric
and Power Company's service area in northeastern North
Carolina; and twenty-three of there systems a2re in Duke Power
Company's service area. The Town of Murphy is served by the
Tennessee Valley Authority and the Town of Highlands is
served by Nantahala Power & Light Company.

In May, 1975, the General Assembly of North
Carolina enacted the Joint Municipal Electric Power and
Energy Act, a new Chapter 159B of the General Statutes of
North Carolina. This Act provides that municipal electric
systems in the State of North Carolins may jointly plan,
davelop, construct, and operate generation and transmission

facilities. The new law provided that municipalities owning

(Footnote continued from previous page.)

the information requested by the Attorney General descraioed
in 10 C.F.R. Part 50, Appendix L other than the information
described in Section II, paragraph 9 of Appendix L. See,
18 C.F.R. §50.33(a)(1), (2). CP&L and Power Agency are,
however, hereby furnishing information concerning Power
Agency in response to each of the requests set forth in
Appendix L for the use of the Attorney General in reviewing
this Application.

2/ Certain terms which are used ir the narrative text are
capitalized to signify that such terms are defined terms
having specified meanings in the project agreements between
Poweir Agency and CP&L, in the agreements between Power Agency
and Virginia Electric and Power Company, or in the proposed
oond rescolution to be adopted by Power Agency's Board of
Commissioners.
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electric distribution systems may create joint power agencies
with the authority to issue electric revenue bonds for any
projects that they may undertake. Such agencies are bodies
corporate and politic and instrumentalities of the State of
North Carolina. Each municipality joining such an agency
appoints a commissioner to serve on a governing Board of
Commissioners of Power Agency. Further, a 1977 amendment to
the Cnstitution of North Carolina permits joint power
agencies to participate as joint owners in generating or
transmission projectis with private utilities and rurai
electric cooperatives.

Since passage of Chapter 159B, municipal electric
systems in North Carolina have formed three joint agencies in
order to pursue potential power supply projects. These three
agencies, North Carolina Municipal Power Agencies Numbers 1,
2, and 3, are organized and have memberships of the majority
of the municipally owned distribution systems in the state.
Power Agency Number 1 is composed of twenty municipalities
which now purchase their wholesale power supply from Duke
Power Company. 1In March, 1978, Power Agency Number 1
contracted with Duke Power Company for the purchase of a 75%
ownership interest in Duke's Catawba Nuclear Unit No. 2 and a
37.5% ownership interest in the support facilities at the
Catawba Nuclear Station. Power Agency Number 1 closed on
these owanership interests in November, 1978. Power Agency
Number 2 is com >sed of 15 municipalities that purchase their

whiolesale power supply directly or indirectly from Virginia



- 15 =

Electric and Power Company ("VEPCO"). 1In the spring of 1980,
members of Power Agency Number 2 began applying for
membership in Power Agency Number 3 in anticipation of
successful completinn of the negotiations with CP&L for
purchase by Power Agency Number 3 of the project and related
power supply services. Late in 1980, Power Agency Number 3
acted to include the 14 members of Power Agéncy Number 2
which sought such inclusion. 1/ At this time, Power Agency
Number 2 remains a corporate entity, but its members
presently have no plans to pursue projects other than joint
ownership of the Joint Units. Today, Power Agency Number 3
is compcsed of 22 municipalities that purchase their
wholesale power supply from CP&L and the 14 members that
purchase power either directly or indirectly from VEPCO.
Under North Carolina law, Power Agency may be com-
posed only of North Carolina municipalities. Power Agency
Numbe: 3 was incorporated in December, 1976 after its
formation by twentv-six North Carolina municipal systems in
the CP&L service area. Since that time, eight municipal
systems *that are served at wholesale through other Power
Agency Number 3 members have withdrawn from Power Agency
Number 3 and are expected to continue as wholesale customers

of the Power Agency Number 3 members that now serve their

1/ One member of Power Agency Number 2, which is served at
wholesale by an electric membership corporarion, did not
apply for membership in Power Agency Number 3.
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power supply requirements. Also, four other municipal
systems served directly by CP&L have joined Power Agency
Number 3. Power Agency Number 3 currently has as members
twenty-two of the twenty-three municipal electric systems
that are direct wholesale customers of CP&L in North
Carolina, all thirteen direct wholesale customers of VEPCO in
North Carolina, and one wholesale customer of a member of
Power Agency served by VEPCO. The thirty-six members of
Power Agency Number 3, including the members which receive
service either directly or indirectly from VEPCO, will be
referred to collectively as "Power Agency". 1/ The
municipa. electric system served directly by CP&L that is not
a member of Power Agency, the Fayetteville Public Works
Commission, was invited to join Power Agency in 1976 but
elected not to join. Under North Carolina law, the
Fayetteville Public Works Commission, which is the largest
municipal electric system in North Carolina, could finance an
ownership interest in CP&L generating facilities apart from
Power Agency.

B. The Project and Related Power Supply Program

The project, in conjunction with coordinated power
supply arrangements, will provide for a long term, all
requirements bulk power supply program to meet th< power and
energy needs of those members of Power Agency which become
participants in the project ("Participants"”). This long

range power supply arrangement includes: (i) acquisition of

1/ See Appendix A for list of members of Power Agency.
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undivided ownership interests in three coal-fired generating
units and six nuclear generating units currently owned and in
operatiod or under conatruqtion by CP&L (the "Joint Units")
for the purpose of providing base load generating resources
pursuant to a Purchase, Cocnstruction and Ownership Agreement
and an Operating and Fuel Agreement; and (ii) the provision
of all necessary backstand services for such resources plus
supplemental power supply and transmission services pursuant
to a Powes Coordination Agreement with CP&L and agreements
with VEPCO. :lso, through the operation of the Purchased
Capacity arrangement described infra at pp. 21-22 Power
Agency will sell to CP&L capacity from Power Agency's
ownership interests in specific generating vnits in declining
amounts over a 15 year period; Power Agency thereby retains
increasing amounts of base lnad generation in each year
during the term of the Purchased Capacity arrangement. The
overall result of these arrangements is that Power Agency
will have available assured power supply and transmission
resources to provide the total all requirements bulk power
supply needs of all Power Agency members through the year
2032 or until the last Joint Unit is retired or
decommissioned, whichever is later.

The Joint Units include the 650 MW coal-fired
Roxboro Unit No. 4, which is part of CP&L's Roxboro Steam
Electric Plant, in operation near Roxboro, North Carolina:
the twce 790 MW nuclear-fueled units at the Brunswick Steam

Electric Plant, in operation near Southport, North Carolina:
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the two 720 MW coal-fired units at the Mayo Electric
Generating Plant, under construction in Person County, North
Carolina; and the four 900 MW nuclear-fueled units at the
Shearon Harris Nuclear Power Plant, under construction near
New Hill, North Carolina. Power Agency's acquisition of
undivided ownership interests in the Joint Units is discussed
infra, at pp. 20-21.

Co The Project Agreements

The acquisition and use of the project and other
power resources, together with delivery of these resources
over CP&L's transmission system for Power Agency and its
Participants, would be provided for under three agreements
between Power Agency and CP&L, copies of which are submitted
with this Application as Exhibits E, F, and G. In addition,
agreements have been entered into between VEPCO and Power
Agency (Exhibit H hereto) providing for partial requirements
service during a Transition Period (extending from December,
1981 through December 30, 1983), and for transmission and
emergency services on a long-term basis. The various
agreements are:

1. The Purchase, Construction and Ownership
Agreement (the "Sales Agreement"). This
Agreement provides for: (a) the purchase by
Power Agency and conveyance by CP&L of
undivided ownership intera2sts in the Joint
Units; (b) employment of CP&L as Power
Agency's project manager for the Construction,
Initial Fueling, and placing into Commercial
Operation of those of the Joint Units
currently under construction; and (c¢) monthly
payment to CP&L by Power Agency of its share
of the Costs of Construction and Initial
Fueling of the Joint Units including fees to
CP&L as project manager.
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The Operating and Fuel Agreement (the
"Operating Azreement”) . %hfi Agreement

provides for: (a) operation, maintenance, and
fueling of the Joint Units by CP&L; (b) CP&lL's
making of renewals, replacements and capital
additions to the Joint Units; and (c¢) the
ultimate retirement or decommissioning, by
CP&L or a qualified contractor, of each of the
Joint Units in-luded in the project at the end
of its useful life.

The Power Coordination reement. This
Agreement provides for: (a nterconnection
between the CP&L system and the project: (b)
backstand provisions, including Reserve
Capacity and Deficiency Energy: (c¢) Retained
Capacity from the proposed project:

(d) Purchased Capacity and Energy sales to
CP&L from Power Agency's entitlement to the
output of the Mayo and Harris Units; (e)
surplus energy sales to CP&L or others from
Power Agency's entitiements to the output of
the Joint Units; (f) the purchase of
Supplemental Capacity and Energy: (g) the
purchase of Interim Capacity under certain
conditions if the completion of a Joint Unit
is postponed beyond certain Trigger Dates;
(h) transmission service; and (i) purchase,
lease or construction of delivery facilities.
This Agreement includes provisions relating to
accounting, verification, costing, use of the
project by Power Agency, and additional power
supply resources that may be constructed or
acquir«i for the benefit of the Participants
of Power Agency.

egrocmonto with VEPCO. Power Agency and VEPCO
ave reached an agreement (the "Settlement
Agreement”) relating to the transfer of
all-requirements service from VEPCO to Power
Agency for those members of Power Ayency which
are currently served by VEPCO and which decide
to become Participants in the project. The
Settlement Agreement provides that Power
Agency will supply the full requirements of
gsuch Participants during a Transition Period
through a combi - tion of capacity from the
project, partial requirements purchases from
VEPCO at VEPCO's Schedule RS~A rates, and
transmission service over the VEPCO system.
The Transition Period will extend from
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December, 1981 through December, 1985. 1/
After the Transition Period, Power Agency will
provide all regquirements bulk power supply to
sucn Participante through a combination of
Retained Capacity from the project and
purchases of Supplemental Capacity and Energy
from CP&L pursuant to the Powe¢:s Coordination
Agreement in the same manner as it would
supply Participants presently served by CP&L
plus additionzl transmission services over the
VEPCO system. Such additional transmission
services pursuant to the transmission use
agreement included in the Settlement Agreement
will be provided for delivery of power over
the VEI'CO system during and after the
Transition Period.

Pursuant to Article 2 of the Sales Agreement, Power
Agency will purchase and CP&L will convey undivided ownership
interests in the Joint Units in increments through separate
closings. The aggregate of the undivided ownership interests
in each of the Joint Units which Power Agency will purchase
and CP&L will convey ("Ultimate Ownership Interest”) is to be
determined by multiplying (i) the ownership interest in each
Joint Unit which CP&L has offered for purchase by Power
Agency ("Ownership Offering") times {ii) the ratio of the
proijected 1982 Annual Peak Resource Demand contribution of

the members of Power Agency which become Participants in the

1/ 1In order for Power Agency to begin service in December
7981 to those Participants now served by VEPCO in the event
there is no first closing with CP&L by the end of that month,
Power Ag:ncy has agreed with VEPCO and with CP&L with respect
to an Interim Period from December, 1981 through the date of
the first closing with CP&L. Under those agreements, the
Transition Period arrangement with VEPCO would begin as
scheduled and CP&L would sell Power Agency capacity and
energy from the CP&L System in amounts essentially egual to
those which Power Agency would have received from the project
had Power Agency closed on 69% of its Ultimate Ownership
Interests in the Brunswick Units and Roxboro Unit No. 4

in December, 1981.
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project to the projected 1982 Annual Peak Resource Demand
contribution of all of the members of Power Agency (the
"Commitment Ratio");. The Ownership Offerings in the Joint
Units are: (i) 18.7% for the Brunswick Units, (ii) 16.5% for
the Harris Units and the Mayo Units, and (iii) 13.2% for
Roxboro Unit No. 4. Members of Power Agency may become
Participants in the project through the executiorn of Project
Power Sales Agreements and Supplemental Power Sales
Agreements with Power Agency, which agreements will be
substantially in the form of the draft agreements submitted
herewith as Exhibits B.l and B.2. To the extent that any
members of Fower Agency elect not to become Participants in
the project, application of the Commitment Ratio will result
in a proportionate reduction of Power Agency's Ultimate
Ownership Interest in each of the Joint Units. Also, in the
event that any Mayo Unit or Harris Unit is cancelled or
decommissioned by CP&L prior to its date ot commercial
operation, Power Agency's Ultimate Ownership Interest in the
cancelled or decommissioned unit and all payment obligations
related solely thereto will be reduced by 20%.

Because the aggregate of Power Agency's ownership
inter ;ts in the Joint Units is in excess of its base load
regquirements in the initial years of operation of the Mayo
and Harris Units, the Power Coordination Agreement provides
for the sale to CP&L of capacity and energy from Power

Agency's ownership interest in each Mayo Unit and Harris Unit
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("Purchased Capacity" and "Purchased Energy”). The sale to
CP&L of Purchased Capacity will be on a "take or pay" basis
and will be in declining quantities over a fifteen year
schedule which will commence on the date of commercial
operation of ¢ach of the Mayo and Harris Units. The capacity
associated with Power Agency's ownership interests in the
Joint Units which is not sold to CP&L as Purchased Capacity,
and wrich may therefore be used to meet the Participants' load
regquirements, is Power Agency's Retained Capacity. Power
Agency's Scheduled Retained Capacity Percentage applicable to
each Mayo Unit and Harris Unit, and CP&L's Scheduled
Purchased Capacity Percentage applicable to each such unit,
are set forth in Section 5.3 of the Power Coordination
Agreement. The Mayo and Harris Units, including Power
Agency's ownership interests in such units, will be
dispatched by CP&L as resources available to assist in
meeting the combined CP&L-Power Agency territcorial load
requirements; therefore, the distinction between Retained
Capacity and Purchased Capacity will not affect the operation
of those units.

The balance of Power Agency's regquirements not met
by Retained Capacity from the project (or other generating
projects which Power Agency may acquire or construct)
together with the backstand thereof, will be purchased by

Power Agency from CP&L as Supplemental Capacity 1/ and will

1/ Also, during the Transition Period, there would be
certain purchases of partial requirements power from VEPCO.
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be equal to the Annual Peak Resource Demand (100% p_ak load)
of the Participants less Retained Capacity. When Retained
Capacity is operating at less than total capability, Reserv.
Capacity and associated energy purchased from CP&L would be
used to meet the shortage. If shortage still exists, enerqgy
associated with Unused Supplemental Capacity purchased from
CP&L would be utilized. If the Resource Demand at any time
still exceeds that capability being supplied from the
available output from Retained Capacity, Reserve Capacity,
and Unused Supplemental Capacity, then Deficiency Energy would be
additionally purchased from CP&L and, in some circumstances,
emergency power would be purchased by Power Agency from
VEPCO.

D. Power Agency - Municipal Participants
Agreements.

Currently, Power Agency's members individually
contract with CP&L or VEPCO for the provision by such utility
of wholesale power services. Upon the commencement of the
provision of services under the Power Coordination Agreement,
this relationship between the Participants and CP&L or VEPCO
will terminate, and a new contractual arrangement will be
effectuated between each Participant and Power Agency for the
supply by Power Agency of essentially all of the
Participant's power needs.

This arrangement will be structured through two
power sales contracts: the Project Power Sales Agreement and

the Supplemental Power Sales Agreement (collectively, the
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"Power Sales Agreements”). Under the Power Sales Agreements,
Power Agency will be obligated to provide all of the bulk
power supply requirements of the Participants. This all
requirements bulk power power supply will be in excess of any
allotment of power which a Participant may receive from the
Southeastern Power Administration ("SEPA") or certain
resources which a Participant may install pursuant to the
Supplemental Power Sales Agreement. The Power Sales
Agreements obligate Power Agency to provide two basic types
of bulk power supply to the Participants: project power and
supplemental power. Pursuant to the Project Power Sales
Agreement, project power is furnished to the Participants on
a "take or pay" basis.

Each Participant convenants in the Power Sales
Agreements that it will fix and charge rates for electric
service supplied from its electric system sufficient to meet
all of its cbligations under both Power Sales Agreements and
to pay any and all other amounts payablz from such revenues,
including it costs of operation ~ud its obligation to pay
principal and interest on ary bonds, notes or evidences of
indebtedness heretoforz or hereafter issued by the

Participant to finance its zliectric system.
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RESPONSES TO SPECIFIC INFORMATION REQUESTS

guoltion 1

State separately for hydroelectric and thermal
generating resources applicant's most recent peak
load and dependable capacity for the same time
period. State applicant's dependable capacity at
time of system peak for each of the next 10 years
for which information is availavle. Identify each
new unit or resource. For hydroelectric generating
capacity, indicate the number of kilowatt hours of
use associated with each kilowatt of capacity during
the "adverse water year" upon which dependable capa-
city is based. 1Indicate average annual kilowatt-
hour loads per kilowatt, associated with each system
peak shown (exclusive of interchange arrangements).

RESPONSE

At this time Power ~gency does not own any
generation (either hviroelectric or thermal) resources.

Member municipalities of Power Agency currently purchase all
of tneir power supply at wholesale (directly or indirectly)
from CP&L or VEPCO except for a small allocation of
hydroelectric power received by one member municipality (the
Town of Louisburg) from SEPA.

Power Agency does not have any present plans for
adding generating capacity other than its Ultimate Ownership
Interests in the Joint Units.

¥stimated system peak loads, energy reguirements,
ar‘-ual load factor and total Retained Capacity for the
period 1982-2000 are shown in the table on the paJe next
f