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UNITED STATES OF 2MERICA
NUCLEAR REGULATORY COMMISSION

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD

aﬂ7l5
In the Matter of ) ; A9.:55
) .
WASHINGTON PUBLIC POWER SUPPLY SYSTEM ) DO@RQLNNO 50 460 CPA
) 5RA~ oE
(WPPSS Nulcear Proje~t No.l) ) o

INTERVENOR'S ANSWER TO NRC STAFF & APPLICANT'S
MOTIONS FOR SUMMARY DISPOSITION.

I. INTRODUCTION

The Coalition For Safe Power, hereafter "Coalition", pursuant
to 10 CFR 2.749 and in accordance with the July 11, 1983 Order
of the Licensing Board in the above captioned proceeding, hereby
submits its response in opposition to "licensee's Motion For
Summary Disposition" dated November 14, 1983 and "NRC Staff Motion
for Summary Disposition of CFSP Amended Contention 2" dated November
14, 1983. For reasons set forth below, the Coalition asser:‘s
that there are genuine issues of material fact to be heard and
the Licensing Board should convene an evidentary hearing on January

10, 1984 as scheduled in its July 11, 1983 order.

II. LEGAL STANDARDS
The Commission's Rules of Practice provide that any response
to summary disposition, with or without affidavits, be served
twenty days after the service of the motion. 10 CFR 2.749(a).
In this proceeding, the Licensing Board, pursuant to its authority
under 10 CFR 2.718, s& December 12, 1983 as the deadline for filing
of such responses. 10 CFR 2.74¢(a) also states that "there shall
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be annexed to any answer oposing the motion separate, short and
concise statement of material facts as to which it is contended
that there exists a genuine issue to be heard."” The Coalition has
attached such a statement hereto.
The Applicnat argues in its motion for summary disposition

that:

* * * fundamental precepts of the administrative

process mandate that at this stage of litigation

the intervenor be required to respond to this

motion by presenting material and disputed facts
in affidavit form that support its position.

Motion at 7. (emphasis added) There is no legal precedent for
this assertion and 10 CFR 2.749 makes no such reguirement:

When a motion for summary dispositon is made and
supported as provided in this section, a party
opposing the motion may not rest upon the mere
allegations or denials of his answer; his answer

by affidavit or as otherwise provided in this section
must set forth specific facts *:* *

The Appeals Board recognized this stating:

Although Decade replied to the Licensee's motion

on October 24, 1981 asserting that the motion should
be denied, it did not file any affidavit setting
forth "specific facts showing that there is a
genuine issue of material fact," or a "short and
concise statement of the material facts as to

which it is contended that there exists a genuine
issue to be heard.

Wisconsin Electric Power Company (Point Beach Nuclear Plant Unit 1)

ALAB-696, 16 NRC 1245, 1259 (1982). It should Le noted that the
NRC Staff makes no such assertion.

Summary disposition is only authorized where the party is
entitled to judgment as a matter of law, where it is quite clear

what the facts are, and where no genuine issue remains for trial.



The Appeal's Board has stated:

* * * gummary dispostion is a harsh remedy. It
deprives the opposing letigant of the right to
cross-examination witnesses, which is perhaps at
the very essense of an adjudicatory hearing.

Cleveland Electric Illuminating Company et. al. (Perry Nuclear

Power Plant, Units 1 and 2), ALAB-443, 6 NRC 741, 755 (1977).

Due to this "harsh remedy" the burden of proof is upon the movant,
in this case the Applicant and NRC Staff, to establish the absence
of a genuine issue of material fact even if the party opposing

the motion fails to submit controverting evidence. Id. at 753-54.

The opposing party need not show that he/she will prevail on the

issues but that there are genuine issues to be tried. See American

Manufacturers Mut. Ins. Co. v. American Broadcasting Paramount

Theaters, Inc., 388 F. 24 272, 280 (2d. Cir. 1976); Pacific Gas &

Electric Company (Stanislus Nuclear Project, Unit No. 1) LBP-77-45,

6 NRC 159, 163 (1977). The record must be viewed in the light
most favorable to the party opposing the motion. See Public

Service Co. of New Hampshire (Seabrook Station, Units 1 and 2),

LBP-74-36, 7 AEC 877 (1974). The Appeals Board recognized this

concept:

[T]he Commission's summary dispositon rule, like

Rule 56 of the Federal Rules of Civil Procedure after
which it is modelled, does not require a party opposing
a motion for summary disposition to prove its case
before trial.

Point Beach, sugra.'at 1258; Perry, supra, at 753, 754 and cases

cited therein.
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III. SCOPE OF ISSUES

The discussion of the facts in dispute set out below addresses
them in the context of certain legal precedents. While summary
disposition is intended to dispose of issues vhich are factual,
not legal, in nature, the scope of the instant proceeding is

determined by these cases. Washington Public Power Supply Svstem

(WPPSS Nuclear Projects No. 1 and 2), CLI-82-29, 16 NRC 1221 (1982)
is the first of these, a Commission decision on the original
petitions prior to the submission of contentions. The Commission
reiterated the findings of an Appeal Board in an earlier decision

(Indiana & Michigan Electric Companv (D.C. Cook,Units 1 and 2),

ALAB-129, 6 AEC 414 (1973)) that the legislative history behind
10 CFR 50.55(b) was "inconclusive in ascertaining any intent
about the scope of an extension proceeding.” The Commission
went on to say, quoting from D.C. Cook:

* * *3 determination should be based on "common

sense" and the "totality of the circumstances" so

as to ascertain "whether the present consideration

of any such issue or issues is necessary in order

to protect the interest of intervenors of the public

interest.”
6 AEC at 420.

The Commission also stated several other positions:
1) a contention cannot be litigated in a Construction

Permit Amendment proceeding when an operating license
proceeding is pending wherein the issue may be raised;

2) a contention having nothing whatsoever to do with
the causes of delay or the proposed justifications
cannot be litigated;




3) the inguiry of a CPA should be into the reasons
which have contributed to the delay in construction;
and

4) that, despite the fact that a holder of a construction
permit must establish reasons "founded in fact"
explaining the delay, that it

* * * cannot misrepresent those reasens and
because it might, "[a] intervenor is thus
always free to challenge a request for a
permit extension by seeking to prove that,

on balance, delay was caused by circumstances
that do not constitue "good cause."

WNP-1 & 2, supra, siip op. at 14.

Upon dismissal by this Licensing Board of the petitioner (for
lack of a litigable contention) in the aforementioned reguest for
hearing for WNP-2, the Apbeals Board further clarified the scope
of the issues involved in a request for a construction permit
extension. In affirming the Licensing Board's denial, the Appeals
Boaré established that the word "dilatory" meant "intentional delay

of construction without a valid purpose. Washington Public Power

Supply System (WPPSS Nuclear Project No. 2), ALAB-722, 17 NRC

(slip opinion at 9). 1In a footnote, the Appeals Board went on to
say:

Thus, for example, an intentional slowing of construc-
tion because of a temporary lack of financial resources
or a slower growth rate of electric power than had
been originally projected would constitute delay for

a valid business purpose.

WNP-2, supra, slip op. at 9, footnote 6. (Intervenor would note

here that the issues raised in Contention No. 2 and subsequent
submi ttals establish the issues to be a permanent lack of financing
and lack of need and thus are not bases for a "good cause" deter-

mination.) The Appeals Board also established that:
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* » * the uttimate "cood cause" determination called
for by Section 185 of the Atomic Energy Act is
whether good cause exists to extend the construction
completion date. The statutory focus is not so much
(or at least, not exclusively) on an applicant's
past conduct, but rather on the future. Plainly then,
that ultimate "good cause" determination is expected
to encompass a judgment about why the plant should be
completed and is not to rest solely upon a judgment
as to the applicanrt's fault for delay. (emphasis in
original)

Id. at 13.

Lastly, the factula issues in dispute are defined by the
contention admitted into litigation and the subsequent responses
to interrogatories filed by all parties. The motions for summary
disposition of the contention do not address the facts presented

therein, which are discussed in more detail below.

IV. GOOD CAUSE

Both the Applicant and NRC Staff state in their respective
motions that the facts on the record show the existance of."good
cause"” as required by 10 CFR 50.55(b), although each fails to
recognize that "good cause" not only applies to the reason for the
delay but also to the reason for the extension.

Regarding the "good cause" determination for the past,WNP-2
suggests a two-prong test. First, the construction delay(s) at
issue must be traceable to the applicant and second, the delay(s)

must be "dilatory”". Id. at 7. The decision to defer construction

of WNP-1 is traceable to the Applicant and was dilatory.



The WPPSS Executive Finance Committee investigated options
for financing its projects, including plant deferral, prior to
the Bonneville Power Administration (BPA) recommendation. WPPSS
Executive Board Minutes, April 5, 1982, at 5. The Finance
Committee then requested a recommendation from BPA on April 6, 1982.
WPPSS Executive Board Minutes, April 19, 1982, at 5 and Licensee's
Motion for Summary Disposition at 17. Thereupon the BPA Administrator
made his recommendation, in doing so stating that a reason for the
recommendation was escalating rates caused sbustantially by WPPSS'
construction program. Finally on April 2¢, 1982, the WPPSS
Executive Board and Board of Directors vqted to adopt resolutions
71 and 1221, respectively, deferring construction of WNP-1l.

The second test, to determine if the action of the Applicant
were dilatory is defined to mean "intentional and without a valid

purpose." WNP-2, Supra, at 13. Again there-is clearly a genuine

issue yet to be heard. Neither movant claims the actions were net
intentional. Both contend no genuine issue exists in the deter-
mination of a "valid purpose" for the delay. The Applicant
contends that the "valid purpose" test has been met because

the BP2 made a recommendation and thus deferral of construction

was inevitable. Applicant's Motion at 23. The Applicant also

claims once BPA made its recommendation it had no real choice but
to seek the instant construction permit extension. Id. at 29.
It rurther asserts that the "Licensee based its decision to defer
WNP-1 and its showing of good cause on the BPA recommendation.

Neither was premised on the underlying basis of the recommendations

concerning WNP-1 developed by BPA..." Id.
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The facts speak to the contrary: Resolution 71, passed by the
WPPSS Executive Board, was drafted to provide an expression of
concurrence by the Executive Board with the BPA recommendation and
to provide the full Board the opportunity to concur in the decision.
WPPSS Executive Board Minutes, April 23, 1982, at 30. As stated
earlier, the BPA recommendation was made at the request of the
WPPSS Executive Board Finance Commiti-:. The Finance Committee had
looked into plant deferral prior to the BPA recommendation.

While the Applicant asserts that the reasons underlying the
BPA recommendation are not at issue in this proceeding, the NRC
Staff takes a different view and one with which intervenor agrees.
See NRC Staff's "Statement of Material racts As To Which There Is
No Genuine Issue To Be Heard," at 3. The NRC Staff states on page
5 of its Motion:

One reason cited by BFA...is a slower growth rate

of electrical power demand...Each of these reasons

constitutes a valid purpose * * *
Although the Coalition does not agree with the NRC Staff's
conclusions, it does concur that the reasons behind the BPA
recommendation are facts that must be examined in determing
"valid purpose.® While the NRC Staff states that:

BPA's financial stake in, and financial responsibility

for, WNP-1 is so high as to effectively give BPA

control over the planned completion date for WNP-1.
C;g. at 3\, +he Applicant would have the Licensing Board allow it
to hide behind the actions of the BPA avoiding all scrutiny, by

stating that BPA is entirely responsible but arguing against any



investigation into BPA's actions.

One overriding reason for BPA's recommendation was that the
private utilities, owners of 30% of WNP-3, would not agree to
deferral of the WNP-3 project. See Letter from Peter Johnson, BPA
Administrator, to John J. Welch, Chairman, Finance Committee, WPPSS,
dated April 23, 1982. However, the private utilities were more
than willing to negotiate with the Applicant and BPA. See Letter
from W.J. Satre, President, Washington Water Power; Robert H. Shott,
Charrman of tle Board, Portland General Electric; Don C. Frisbee,
Chairman of the Board, Pacific Power & L;ght; and John W. Ellis,
President, Puget Sound Power & Light, to John Welch, Chairman,
Finance Committee, WPPSS, dated April 22, 1982 and provided herein
as Attachment A. The record to date lacks any evidence to show
that this avenue was pursued seriously. The Applicant claims it
had no other option, but in fact there were several: it could have
placed the project in indefinite mothball as it did with projects
WNP-4 and 5; terminated the project; or entered inot negotiations
with the private utilities, owners of 30% of WNP-3, as mentioned
previously. The NRC Staff's claim that 2 "slower growth rate of
electrical demand" was the basis for BPA's recommendation is also
misleading. BPA Admimistrator, Peter Johnson, stated it was
escalzting rates casued by the WPPSS construction program which
vas the significant factor. Additionally, the private utilities
would not agree to deferral of WNP-3 in lieu of WNP-1, although

WNP-1 was more compiete. This was not a decision base soley on

prudence. The movants have made no attempt to address these issues.




The Applicant and NRC Staff cite Georgia Power Co. (Alvin

W. Vogtle Nuclear Power Units 1 and 2) LBP-77-2, 5 NRC 261 (1977)
as an example for "temporary lack of financizl resources" constituting
good cause. Both fail to mention that the applicant in that case
showed that future financing was available. Vogtle, supra, at 300.
While neither the NRC Staff nor Applicant have addressed the issue
of whether there will ever be a need or financing ability for
WNp-1, the NRC Staff adresses the ®temporary"” lack of need in its
motion for summary disposition. The NRC Staff asserts no factual
basis for its position except the BPi's report, "Analysis of
Resource Alternatives" aated April 19, 1982(hereinafter "WNP-1
Decision Document™). This document is not in and of itself a
reliable forecast, its over a year old, and is now superceded by
more recent analyses by the same agency (BPA) showing elecrical
growth to be even less than projected in 1982. See Attachment B.
Moreover the NRC Staff stated in response to the Coalition's
First Set of Interrogatories, dated June 30, 1983 that it relied
for its determination on the reed for WNP-1l on NUREG-75/012, the
FES for WNP-1 dated March, 1975, now nearly 9 years old.
Additionally, the NRC Staff and Applicant's Motions for
Summary Disposition ignore the issue of whether goed cause
exists to extend the construction completion date. This issue
the Appeals Board ruled in ALAB-722 is the "ultimace 'good cause'
determination called for by Section 185 of the Atomic Energy Act."

¥ip-2, supra, at 13, Paramount in the determination of "good cause"
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to extend the construction completion date is a showing that the
benefits continue to outweigh the costs -- particularly that power
from theplant will be needed upon completion and can be produced
at reasonable cost.

Need for power and lack of financing are two components of
the BPA recommendation upon which the NRC Staff and Applicant
rely to show good cause exists for the delay in completion. The
Intervenor raised these as issues in its contention and throughout
its responses to interrogatories form the NRC Staff and Applicant.
The Intervenor posited the lack of need for power from WNP-1 as

a basis on which to not extend the construction permit completion

dates, citing among others, the Northwest Conservation Act Coalition
Model Plan. The Intervenor intends to call Jim Lazar, a co-author
of the Plan, as a witness and will, if required, submit the
appropriate affidavit in support of this answer (pursuant to
10 CFR 2.749(c)). Neither the NRC Staff nor Applicant have
responded to this previously identified genuine issue of fact
in their respective motions for summary disposition.

In sum, the movants have not fulfilled the regquiremtns set
out in ALAB-722 to show that good cause exists to extend the
construction completion date for WNP-1 and thus have failed to

meet the burden of proof necessary under 10 CFR 2.749.

V. REACONABLE PERIOD OF TIME

The second provision of 10 CFR 50.55(b) is that the Commission
will, upon good cause shown, extend the completion Gate "for a

reasonable period of time." As stated in ALAB-722, the original




intent of the provision it effects (namely 10 CFR 50.55(a) which

mandates earliest and latest dates for completion) was for the
Atomic Energy Commission (AEC) to plan for nuclear fuel. However,
the current nonexistence of this federal role has not negated the
need to "[assure) that construction is diligently pursued” and that
“"completion dates [can be predicted] accurately.” WNP-2, supra,
footnote 9 at 12, 13. These two goals continue to be of importance
according to Letters to the Honorable Thomas P. O'Neill, Jr. and
the Honorable George H. Bush from Chairman Nunzio J. Palladino,
dated February 21, 1983, which sought to eliminate the requirement
for completion dates. The analysis quoted by the Appeals Board in
WNP-2 simply states that, in the Commission's point of view, .ne
requirement was not having the intended effect. The NRC still
stands behind the proposition that predicted plant completion
dates are important and that construction should be diligently
pursmaed. (Congress, in addition, has declined to remove the
50.55(a) requiremant.)

This approach is consistent both with NRC's mandate to protect
the public health and safety as well as its duty pursuant to the
National Envirommental Policy Act of 1969 (83 Stat. 852) implemented
by Executive Order 11514 and the Council on Environmental Quality's
Guidelines of August 1, 1973 (38 FR 20550). The finding required
of the Commission under NEPA prior to issuance of a construction
permit (See e.g. 10 CFR Part 2 Appendix A&, VI (c)(1)(v); (e)(2)(ii),
(c)(3)(i)(iii) and 10 CFR 51.20(b)) that the benefits outweigh
the costs are in large part predicated on the need for the facility
in question. Need for power dictates when a plant should go on

line and thus when construction should commence znd be complete.
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D.E. Dobson, Acting Program Director, WNP-3 and 5, WPPSS, to D.M.
Sternberg, Reactor Projects Branch No.l, NRC, dated July 13, 1983
and Analysis of Resource Alternatives: Summary & Conclusiorns, BPA ~
May 26, 1983 at 7 (Attachments G and H respectively).) includes
the deferred "arrival of No. 1 to June, 1993." WNP-3 Decision
Document at 24, Table III.C.l. To Intervenor's knowledge the
NRC Staff is unaware of the impact of WNP-3 on WNP-1l. See Response
to FOIA Request 83-515, submitted by Nina Bell, August 26, 1983,
dated September 20, 1983 (Attachment I). 1In fact, the NRC Staff
SER was published subsequent to issuance of the WNP-3 Decision
Document so the NRC Staff is apparently content to ignore statements
by BPA related to construction schedules for WPPSS projects. In
sum, the construction permit amendment to extend the completion date
of WNP-1 to 1991 requests a period of time which is not reasonable by
dint of being insufficient.

There are further indications regarding the insufficiency of
the time period requested in the extension. The first of these is
an additional downward trend in forecasting done by the BPA. See
Attachment B. This alteration caused the agency to lower its
base case forecast for 1980-2000 from 1.6 percent to 1.4 percent.
This further decrease in need for power comes after analyses
which indicated the lack of need for WNP-1 and caused its deferral
for 2-5 years, as put forth by NRC Staff and Applicant.

Additionally there are issues related to the long-term
financing of WNP-1l. Intervenor has alleged that financing will
not become available within the time period requested. See

Intervenor's 2nd Updated Responses to Applicant's First Set of

Interrogatories, July 13, 1983, at 1. Intervenor will present







extension is for 9 1/2 years. In determining if this is reasonable
the Licensing Board must determing if there is a safety and/or
environmental significance to the delay. The WNP-3 Decision
Document states: "The NRC Staff has expressed a concern for
equipment deterioration during delays which exceed 5 to 10 years.
Equipment necessary to safe operation cannot function if degraded.
This is a narrow and "bridled" inguiry into the safety significance
of construction deferral.
There is also an emvironmental impact whihc must be weighed
in determining if 9 1/2 years is a reasonable period of time.
The NRC Staff Saftey Evaluation Report (SER) dated June 16, 1983
(submitted as Attachment 3 to the Motion for Summary Disposition)
states:
The Staff has also considered the environmental
impacts of the extension of construction permit,
and has determined that the proposed action does
not entail any significantly different construction
actvities from those which were considered in the
Final Environmental Statement for WNP-1 and 4
(NUREG-75/012), dated March 1975. The staff, the
therefore, concludes that the proponsed action
will not alter the conclusions reached in NUREG-75/012
regarding the environmental impacts and cost/benefit
balances of construction of WNP-1l.
SER at 3. The NRC Staff has offered nc basis upon which to
conclude that the passing of a decade will not alter the impact
of construction activities. More importantly the determinations
of cost/benefit which includes the cost of power, the alternatives

to the project and the need for power are significantly and rapidly

changing. The SER offers no basis for the conclusion that the
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primary benefit of WNP-1 -- electricity -- will, in fact, be
needed. Additionally, the SER mentions, in an unrelated section,
that the NWPPC issued a draft report entitled "Regional Conservation
and Electric Power Plan 1983" which states “that its task force of
nuclear experts has concluded that it would be difficult to
mothball a nuclear plant for more than five years.” SER at 3.
The SER concludes that this finding addresses economic and
commercial considerations (not public health and safety) however
¢+ does not address this as a possible socio-ecomomic impact
under the cost/benefit analysis required. 1In fact, there are
material issues which remain in dispute despite the issuance of
the SER. Such issues have not been controverted by the facts
set forth in NRC Staff and Applicant's motions.

The Applicant's position is that the reasonableness of the
time requested should depend upon the basis used to support a
finding of good cause for the extension. 3See g.g. Licensee's
Response to Coalition's 2nd Set of Interrogatories, June 28, 1983,
interrogatory no. 26. The basis offered by the Applicant and
accepted by the NRC Staff are the five offered in support of the
original application for extension and the BPA recommendation which
encompasses two major factors: lack of financing and lack of need
for power form the project. The BPA recommendation must be viewed
in the contex: of more recent BPA analyses including the decision
to mothball WNP-3 which BPA says will impact WNP-1. Thus, all

parties agree on at least these two criteria with which to judge
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reasonableness. The Coalition has stated clearly in its contention
and in responses to interrogatories that there is no need for power
and no financing ability. Neither the NRC Staff or the Applicant
have attempted to address these genuine issues of fact at issue

in this case in their respective motions for summary disposition.
Moreover, Coalition intends to sposor a witness (Mr. lLazar) at the

evidentiary hearing to testify on need for WNP-1. See Bell Affidavit.

VI. CONCLUSION

As stated above,neither the NRC Staff or Applicant have met
their burden of proof, controverted all the facts on the record
and shown that all genuine .-issues of material fact need no further
hearing. Therefore, the Licensing Board should deny their motions

for summary disposition and convene the evidentary hearing scheduled

for January 10, 1983.

Respectfully subnitted

o in

- \
—— / { ->
7~
{ /\/Mg’/
Nina Bell, Intervenor
Coalition For Safe Power

Dated, this 13th day of
December, 1983.
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Background Summary
Load Forecast

The Bonneville Power Administration's forecast for power consumption in e
Pacific Northwest between now and the year 2000 is down slightly.

A year ago, BPA predicted that the region's loads at tne turn of the century
woulé total 22,900 average megawatts. The new forecast reduces that figure to
about 22,000 average megawatts. The difference represents almost enough
electricity to supply the current reguirements of Seattle.

The downward revision in the forecast is attributed to:

-- Additional projected savings in energy due to BPA's conservation
program.

~= A drop in the forecast for the industrial loads served by BPA (mostly
aluzinum plants).

-~ A slower than expected rate of recovery from the 1961-82 economic
recession.

The Pacific Northwest is emerging from three vears of little or no growtn in
the use of electricity. The overall load is now lower than it was when the

taree-year 1980~-1983 period began.

em; i ulv 1982 issued & forecast for Northwest power loads showing an annual

P v;-:

compounded growth rate of 1.6 percent for the perio¢ 1980 to 2000.

Tnis week, BPA lowered its forecast for the period 1980-2000 to 1.4 percent.
O-e reason for the lower forecast up to the year 2000 is that Northwest
elestric loads declined during the 1980-1983 period due to the economic
recession.

BPA this week also issued a forecast for the 20-year perioc from 1983 to

2003. The base case load growth forecast for 1983-2003 is 1.8 percent. Tne
annual rate of growth is expected to fall somewhere between a low of 1.3
percent and a high of 2.6 percent. The low and high represented by this range
reflect the uncertainty inherent in forecasting Northwest electrical loads.

In formulating its 1983-2003 estimate, BPA attempted to predict the growth in
three major sectors of the economy: residentizl, commercial and industrial.
The commercial sector is expected to have the greatest growth. The annual

rate of growth anticipated for each sector is:

Residential =- a baseline compounded annual growth of 1.6 percent within 2
range of 1.3 to 2.6 percent.

Commercial -- a baseline growth of 2.1 percent within a range of 1 to 3.4
percent.



Industrial -- & baseline growth of 1.7 percent within a range of 1.4 to
2.5 percent. The following table shows the breakdown of loads for the
baseline case.

BASE CASE

Pacific Northwest Regional Firm Electricity Loads
and Annual Rates of Growth, 1983-2003
(In Average Megawatts)

SECTOR 1985 1990 1995 2000 2003

~ Residential 5416%  5466*  6094* 6577 7091
Commercial 2963*  3060* 3509+ 3853 4279
industria 3963%  4149* 4744 5030 5386
DSI (Firm) 1833 224 2632 2657 2671
Federal Agency 202 220 262 281 310 123
Irrigation S0l1* 657+ 058* 706 748 738
Total Szles 14938 15766 17899 19104 20465 21271
Losses 1000 1039 1171 1259 1358 1417

Total Loads 15938 16805 19070 20363 21823 22688

*Sector totals approximate.
AARG=Average Annual Rate of Growth

For the baseline case, the Northwest's population is expected to grow to a
total of 10.9 million persons -- at an average annual rate of 1.5 percent as
compared with an average annual rate of 0.8 percent for the nation as a whole.

Over the same period, non-agricultural employment is expected to grow by an
average annual rate of 2.&4 percent =~ from about 3 million in 1983 to 4.8
million in 2003. Real income in the region is expected to increase at an
average annual rate of 3.6 percent.

The average price of fuels competing with electricity is "expected to increase
as the century draws to a close. Natural gas prices are likely to grow at an
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SUMMARY EVALUATION

COMPARISON OF PRESENT WNP-1 DELAY PLAN WITH ALTERNATIVES

ISSUE:

The Executive Board has requestecd an evaluation of aiternatives relative tp the
present ¥WNP-1 delay plan. In response to this request, the Supply System sta¢f
hes cefined alternatives anc prepared tne foliowing information.

BACKGROUND:

As of April 1232, WNP-1 was approximately 62 percent comolete and was seven
months ahead of the official fuel load dete of December 1985. The Administrator
of the Bonneville Power Administration (BPA) recommended to the Executive Board
on April 18, 1982, a delay of WNP-1 for up to five years. This recommendation
reflected these considerations:

B The lower regional load forecasts as identified by BPA.
|
o The desire to maximize the region's flexibility to accommodate changing
load and economic concitions.

° The need to keep short-term rate increases to & minimum,

On Aoril 22, 1282, the Board of Directors subsecuently approved a two to five
year delay for WNP-] by passing Resolution 1221 entitled, "A Resoiution Direct-
ing 2 Financing and Construction Program for' Projects 1, 2 and 3 and An Extended
Construction Delay for Project 1." A decision was required on April 20, 1882,
to allow financing plans to proceed for WNP-2 and WNP-3. A WNP-1 plan for”the
implementation of Resolution 1221 was épproved by the Executive Board on May 28,
1982. This delay plan was initiated anc staffing levels (which were at 6,375 on
May 1, 1982} were reduced to 1,176 (Supply System and Contractor personnel); ¢00
below the Board approved plan.

THE NEED TO INVESTIGATE ALTERNATIVES:

On September 10, 1982, the Executive Board requested that alternatives to the
present plan be evaluated and that one of the alternatives be a "Drop-the-Wrench"®
a2lternative. Meetings werc conducted on September 27, 1982 and October 4, 1982,
between the Supply System, the Construction and Operations Committee and the

BPA to assess the present plan and various alternatives. The Construction and
Operations Committee and BPA indicated that alternatives to the present plan
should be prepared with the objectives of lower staffing levels, minimizing near-
term cash flows to reduce the BPA short-term rates and focusing more on a

S-year delay due to the recent load forecasts.

A number of factors are considered important in the evaluation of alternatives.
These factors include:

- The number of personnel assigned to WNP-1 and the loss of technical con-
tinuity.

. The early attrition of persennel from WNP-2 should WiP-1 manpower be regduced.

=



The licensing/regulatory risks.
The uncertainty over load reguirements.”
The influence of power marketing strategies.

The reductions in the contractors' availability.

POWER SALES EVALUATION:

It is recognized that there are uncertzinties surrouncing the Northwest Regional
load forecasts and that once such a forecast is deveicpec there will continue
to be uncertainties with respect to the forecast accuracy. Therefore, the szle

_of power outside the region was evaluated in orcer toc assess the conditions
unger which power sales and the need for power controlled the decision on pro-
Ject schedule.

The evaluation of power marketing strategies over the range of project delay
durations has been accomplished using the same methodelogy used by BPA in its
published short-term marketing policy for evaluating alternative resources.

Although power from WNP-1 may not appear to be reguired in the Pacific Northwest
until sometime in the early 1990's, power is needed in the Scuthwest in the late
1880's ,to displace oil and gas capacity. The current avoided cost of energy
progucticn in Czliforniz is approximateiy 50-60 mills/kWh based on gas-firec
generation energy costs. This cost is expected to increzse significantly early
in 1983 under proposed gas rate increases. Over the next several vears the
eveilebility of gas to displace oil may become more critical. In any event, the
pressure on the avoided cost of energy is climbing. It apoears there is a fun-
dementz’ economic benefit avaiiadie 10 cupport & saie of Su..ius energy frem
this project.

For example, if the project was completed by 1988 under the present 2-year delay
plan and all output until July 1, 1991 was sold as surplus power at 2 then current
ccst of 47.0 milis/kWh or 2 1982 cost of 26.5 mills/kWh, the levelized present
vélue of the project over the short-term would break even with the delay to 1991.
Any szles above the break-even point, up to the avoided cost of gas, would produce
an adcitional-significant benefit to the region. The net benefit to the ratepayers
of a2 2-year delay will keep rates lower in the intermediate and long-term. As
indicated in the BPA study, the long-term economic benefits of any of the alter-
natives without the sale of surplus power shows there is little to choose between
the various alternatives on a present worth - levelized annual basis. However,
the early compietion of the project and the saie of any surplus power at an

economically attractive price would produce substantial long-term benefits to the
region.

A 2-year delay coupled with sales of power to other entities through 1921 will
result in a present value cost savings of $300 million to $500 millien,

PRESENT WNP-1 DELAY PLAN:

The present delay plan is structured to provide a S-year delay with a 2-year
completion delay option. A minimum staffing level of 960 will be reached in
January of 1883. A ramo-up will begin in the first quarter of 1983 and continue
tc an October 1, 1584 staffing level of 3,400. A decision i e made b
October 1284 regarding the duration of the delay -- two to five vears, A 2-year
celay will result in pesk staifing of 6,200 by February 1985 and a 5-year delay
will result in peak staffing of 3,900 by February 198:¢,
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Attachment E

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

WNP-1
FY 1984 FINANCIAL PLAN

MAY 25, 1983

PRESENTATION TO:  Exoecutive Board Construction Committes

PRESENTED BY: R. A. Do Lorenzo, Program Diroctor
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BACKGROUND

WNP-1 FY 1984 I INANCIAL PLAN

INTRODUCTION

APRIL 29, 1982: THE SUPPLY SYSTEM'S BOAﬁD OF DIRECTORS AUTHORIZED AN EXTENDED
CONSTRUCTTON DELAY OF PROJECT NO. 1.

5 BASED ON THE RECOMMENDATION OF THE BONNEVILLE POWER ADMINISTRATION
- UP TC A FIVE YEAR DELAY

MAY 28, 1982: EXECUTIVE BOARD DIRECTED IMPLEMENTATION OF CONSTRUCTION DELAY PLAN

- GRADUAL RESTART TO BEGIN IN JAMUARY 1983
— OCTOBER 1984 DECISION POINT FOR A TWO OR FIVE YEAR DELAY
- STAFF LEVEL WOULD DROP TO 960 BY JANUARY 1983,

OCTOBER 15, 1982:  EXECUTIVE BOARD DIRECTED MODIFICATION TO MAY 28. 1982 PLAN

¥ STAFF LEVEL WOULD DROP TO S00 BY JuLY 1. 1983
- NO SPECIFIC CONSTRUCTION RESTART ACTIVITY PLANNED
- BASIS FOR APPROVED FY 83 BUDGET (REVISED OCTOBER 22, 1982)

APRIL 27, 1983: EXECUTIVE BOARD'S CONSTRUCTION COMMITTEE RECOMMENDED THAT THE WNP-1
FY 84 BUDGET BE PREPARED USING THE CRITERIA AS JOINTLY DETERMINED BY SUPPLY SYSTEM
AND BONNEVILLE POWER ADMINISTRATION

- MAINTAIN ASSETS AND PLANT. LICENSABILITY

. MINIMIZE RESTART AND COMPLETION COSTS TO THE LARGEST PRACTICAL EXTENT
- STAFF LEVEL WOULD DROP TO 300 - 350 LEVEL BY MARCH 1984

_]..
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Attachment F

ANALYSIS OF ALTERNATIVES RELATED TO WNP-3
MAY 26, 1983

Bonneville Power Admi nistration
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/ B. ALTERNATIVE CONSTRUCTION SCHEDULES

The options which will be analyzed in this paper consist of variations in
the level of construction activities and, therefore, various commercial
operation dates. Alternative 1 (Contingencies 1a and 1b) is based on the
current schedule of a December 1986 commercial operation date. Alternative 2
(Contingencies 2a -2g) assumes a reduction in construction to a minimum
preservation state with varying periods of delay or termination. Alternative
3 (Contingencies 3a -3c) assumes that construction is reduced to an
intermediate level with varying delays or termination.

Construction on WNP-1 has been reduced %o a minimum site preservation
state, with an expected on line date of 1991, There is no need to change the
construction status of WNP-1 at this time, nor is any new course set for WNP-)
in this document. However, in evaluating alternatives which involve a delay
of WNP-3, it is necessary to make some assumptions about the schedule of WNP-1.

~For the purposes of this document, it was assumed that WNP-3 would be
completed before WNP-1, barring involuntary termination of WNP-3. If WNP-3
were delayed 3 years or more, it was assumed that WNP-1 would be brought on
line 3-1/2 years after WNP-3. It would take approximately 3-1/2 years for
Toad growth to absorb the output of WNP-3, assuming load/resource balance at
the t 2e WNP-1 comes on 1ine. This is the assumed timing for regional
resou ce-economic analysis. However, it is likely that construction
manag-ient and other considerations will dictate a different optimal on-line
date for WNP-1,

An alternative zz-umptior  4l. " ive been that sufficient surmlus #imm

ﬁower sales contracts could be executed to justify an ea:river compietion of

NP-1. This latter assumption was not adopted for purposes of conservatism
and because surplus sales are addressed elsewhere in this document.

Some analysis was also done of a 3-year delay of WNP-3 with no further
delay of WNP-1. These assumptions about the schedule of WNP-1 were made only
for evaluative purposes, and do not imply any intention to change the status
of that project.

For purposes of this analysis, “intermediate level“ is defined as the
level of staffing required to maintain the project in a standby (optimum
restart capability) mode. The total manning level is estimated at
aﬁprox1mate1y 1,100 personnel comprised almost entirely of nonmanual forces.
There are no physical construction activities occurring. The cash requirement
necessary to sustain this intermediate level is approximately $10 million per
month (70 percent share).

C. SPECIFICATION OF ALTERNATIYES AND CONTINGENCIES CONSIDERED

The alternatives and contingencies considered in the analysis are
described in Table III.C.1.
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Table II1.C.1--SPECIFICATION OF ALTERNATIVES AND CONTINGENCIES

NOTES:

revenues.

Unless otherwise stated, assumptions in table refer to WNP-3.
All alternatives other than Alternative 12 assume financing WNP-2 with BPA

A1l alternatives assume that WNP-2 arrives on schedule in February 1984,

Alternative 1:

Identification

Contingency la
(conventional
financing)

Contingency 1b
(financing with
BPA revenues)

Alternative 2: “Reduce

Identification

Contingency 2a
(3-year delay)

Contingency 2b
(S-year delay)

Contingency 2¢
(7-year delay)

“Maintain WNP-3 on current Schedule."

Schedule Assumptions

Maintain current schedule
for Nos. 1, 2, 3 (e.g.,

No. 2 in February 1984,

No. 3 in December 1586, and
No. 1 in June 1991)

Maintain current schedule

for Nos. 1, 2, 3

Financing Assumptions

Finance through issuance of
Supply System bonds

Finance with BPA revenues
after exhaustion of any
remaining bond-financed
construction funds

WNP-3 to preservation state as soon as possible.“

Schedule Assumptions

Reduce activity on No, 3
to preservation state as
soon as possible; defer
arrival of No. 3 for'3
ears to December 1987;
se?er arrival of No. 1 to
June 1993,

Reduce activity on No. 3
to preservation state as
soon as possible; defer
arrival of No. 3 for §
ears to December 199T;
efer arrival of No. 1 to
June 1895,

Reduce activity on No. 3
to preservation state as
soon as possible; defer
arrival of No. 3 for 7
ears to December 1953;
eter arrival of No. 1 to
June 1997,

24

Financing Assumptions

Finance No. 3 with BPA
revenues until construction
resumes in July 1985

and with Supply System
bonds thereafter.

Finance No. 1 with bonds.

Finance No. 3 with BPA
revenues until construction
resumes in July 1987

and with Supply System
bonds thereafter.

Finance No. 1 with bonds.

Finance No. 3 with BPA
revenues until construction
resumes 1n July 1989

and with Supply System
bonds thereafter.

Finance No. 1 with bonds.



Table 111.C.1--SPECIFICATION OF ALTE

ldentification

Contingency 2d
(8-year delay)

Contingency 2e
(inveluntary
+ermination of
No. 3 but not
No. 1)

Contingency 2f
(involuntary

termination of
both No. 3 and

No. 1)

Contingency 29
(commitment of

8PA revenues for

funding at

reduced level of

construction)

Schedule Assumptions

Reduce activity on No. 3
to preservation state as
soon as possible; defer
arrival of No. 3 for 8

ears to Decembder 195%;
geter arrival of No. 1 to

June 1988.

Reduce activity on No. 3
to preservation state as
soon as possible.
Terminate No. 3 involun=-
tarily on June 1, 1988
due to events revealed at
that time. Maintain
current schedule for No. 1

Reduce activity on No. 3
to preservation state as
soon as possible.
Terminate both NO. 3 and
No. 1 involuntarily on
June 1, 1988 due to
events revealed at that
time.

Reduce activity on No. 3
to preservation state as
soon as possible. Resume

construction on No. 3

in July 1985 after

No. 2 is completed. This
results in arrival of No. 3

in June 1990.

Financing Assumptions

Finance No. 3 with BPA
revenues until construction
resumes in July 1990

and with Supply System
bonds thereafter.

Finance No. 1 with bonds.

RNATIVES AND CONTINGENCIES (cont.) w
|
|

Finance No. 3 with BPA
revenues until terminated.

Finance No. 3 with BPA
revenues until determination
is made to terminate.

Finance No. 3 with BPA
revenues at reduced level

of construction (BPA share =
$15 million per month) through
June 1988 and with conven=
tional Supply System bond
financing thereafter to
completion.

truction of WNP-3 to intermediate

Alternative 3: * Immediately reduce level of cons

Tevel.

ldentification

Schedule Assumptions Financing Assumptions

Reduce activity on No. 3

to intermediate level. In
November 1983 determine
+hat full-scale construc-
tion can be resumed based
on events revealed at that
time. No. 3 arrives in
August 1987. No. 1 arrives
on current schedule

(June 1991).

Contingency 32
revenues until determina-

+ion is made to resume

construction. Subsequent |

financing is with Supply

System bonds

Finance No. 3 wit) BPA




Identification

Schedule Assumptions

Contingency 3b

Contingency 3¢

Reduce activity on No. 3
to intermediate level,

On June 1, 1988

determine that full-scale
construction cannot be
resumed, based on events
revealed at that time, at
which point No. 3 is
terminated.

Reduce aclivity on No. 3
to intermediate level,
In March 1884 resume
construction at reduced
level,

26
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Financing Assumptions i,

Finance No. 3 with BPA
revenues through termination,

Finance No. 3 with BPA
revenues at reduced leve)

of construction (BPA Share =
$15 million per month)
through September 1987 and
with conventional Supply
System bond financing
thereafter to completion.
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gsatus of Licenses

NRC Construction Permits., 1he Supply System currently holds NRC
Construction Permits for WNP-1, -2, and -3. NRC regulations do not require
any phase of the construction of a plant to be completed on a specific
schedule. The only requirement related TO schedule is that construction be
completed by the 1atest completion date specified in the Construction Permit.

The latest completion dates specified in +he Construction permits for
WNP-1, -2, and -3 are:

WNP-1 January 1, 1982
WNP-Z February 1, 1984
WNP-3 January 1, 1985,

The latest completion dates may be extended by the NRC for “good cause"
(42USC2235; 10CFR50.55). In order to demonstrate “qo0d cause,” @ licensee
must show that factors beyond MS control (labor difficulties, changing
regulatory requirements or financing difficulties) were the cause of the
delays in construction necessitating & Construction permit extension.

The Supply System has pending & request for an extenstion of the WNP-1

-

1atest completion date to June 19291. A petition for a public nearing on this
extension of the WNP-1 Construction Permit has been granted by the NRC and &
hearing 1S currentiy underway nefore an NRC tomic Safety and Licensing

Board., Unaer NRC regulations, +he Construction Permit will -emain 1. =ffect
pending NRC action on the requested extension.

No extension of the WNP-2 Construction permit will be required, provided
an Operating License 1S received prior to February 1, 1984.

A request for extension of the WNP-3 Construction permit will be necessary
prior to January 1, 1985. The length of the extension requested will De
dictated by the project schedule at that time. The important consigeration in
this area is 10 request only one amendment to the WNP-3 Construction Permit,
since each amendment request carries with it the potential for 2 public
hearing.

NRC Operating Licenses. NRC must grant an Operating License for each
nlant prior TO Fuel loading and initial operation. Usually an Operating
License application supported by 2 Final Safety Analysis Repori and a Final
£nvironmental Report is submitted 3 tO 4 years prior to plant completion. The

Operating License appiication j¢ subject to an intensive NRC review during the
ensuing perioc prior to jssuance of an Operating License.

For WNP-1, tne license application nas been accepted by the NRC and
1licensing activities (except for public hearings) are not currently
proceeding. A request for & hearing on the WNP-1 Operating License proceeding




is currently under consideration by an NRC Atomic Safety and Licensing Ecarq:
No decision has been made as to whether the request for a hearing should be

granted.

The licensing reviews for WNP-2 are virtually complete with only 2 :
relatively small number of well-defined open issues remaining to be rescived.
The major activitiy is the completion of a large number of jtems committed to
during the licensing review process. A public hearing on the WNP-2 Operaling
License is not expected.

The WNP-3 Operating License review is in progress. NRC 15 scheduled to
issue the Safety Evalution Report documenting its review and any open items
resulting from its review in December 1983, The Supply System is scheduled to
submit all technical information necessary to support the NRC milestone by
July 1983, A petition for a public hearing on the WNP-3 Operating License is
currently under consideration by the Atomic Safety and Licensing Board. A
pre-hearing conference has been scheduled by the Licensing Board on
August 3-4, 1983, after which a decision will be made as to whether the
hearing request should be granted.

Washington State Licenses. The Supply System currently holds State Site
Certification Agreements for WNP-1, -2, and -3, The State of Washington Site
Certification Agreements (RCW 80.50) do not specify dates for completion of
construction. However, notification of the Washington Energy Facility Site
Evaluation Council (EFSEC) of significant project changes is required. No
additional operating license or authorization is required from the State.

b. Impacts of Deferral Alternatives

The impact of an additional 2- to 7-year deferral, beyond 1991, of the
licensing of WNP-1, cannot be defined with any certainty. The principal risk
is the potential for changes in NRC regulations which are tied to the FSAR
Docketing or Operating License dates, and these could be imposed on WNP-1. It
is not possible to accurately quantify this impact; however, if the highly
unstable regulatory environment of the past 10 years continues, the magnitude
may be greater. The impact of changing requirements increases for the longer
deferral periods (greater than 5 years).

WNP-3 will also be exposed to changing requirements if construction is
deferred. However, the deferral period under consideration (3 to 8 years for
WNP-3 versus 5 to 12 years for WNP-1) suggests that such deferral will have a
somewhat smaller impact on WNP-3. The NRC staff has expressed 2 concern for
equipment deterioration during delays which exceed 5 to 10 years. While this
concern would need to be addressed, deterioration of equipment while under
construction or during long idle periods after operation, are normal design
and maintenance considerations. Proper support of an equipment maintenance
program with reasonable allowance for replacement can minimize the risk in
this area.

The potential for intervention in the hearing process is increased as a

result of the deferral of WNP-3. As indicated previously, a petition for 2
hearing on the WNP-3 Operating License is under consideration by the NRC.
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Sys:er organization will im ! ct, Generation and technical
organizations required to support WNI operation in the same manner as
discussed under licensing impacts. In most cases, the same individuais are
invoived in completing construction, startup, or licensing commitments prior
to fuel lozd and supporting operations after fuel load. While it is clear in
the long term that there are sufficient personnel resources within the cuo;ﬂv
System and its contractors to meet the needs of WNP-2, the short time to fuel
load makes it very unlikely that a 15 to 20 percent uoss ir WNP-2 personnel
can be compensated for without impacti ng the s;uecule » 1oss of cor'* 1 room
personnel at this time will cause sc t bility to
support the test program and could 1 o a o lem i“ m&e:nrc our FSAR
f*Wtﬁ:mcn: tc five operating shifts. Fiv VDQFEZTﬁ; shifts is not an NRC
requirement per it i .”e NRC

requ ’reﬂnn.s for han five shifts.
while the impact
order of a few m

«

w
Yy O w M MY

O

i




“‘"f
b

-—«

consideration ‘a‘

-

T

Staffing profiles for the various alter
loped. 'he primary impacts beyond those deferral :
associated w;:h the loss and reacquisition of in all of ‘E;G
izations required for operation. The resulting f -OntiﬂUfty -
ads additional effort required to retrain and reestablish 1 ntum during
the build up period. The impact on the operation staff under ax:ern tive 2a
can be substantially reduced by assigning operations the equipment maintenance
function during the shutdown. Under all other alternatives, most of the
Operations staff is lost. However, assignment of the maintenance function to
the Operation staff will minimize the cash flow requirements in this area
under all alternatives based on WNP-1 experience.
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and .»chnical Concerns

Of the known factors which generally affect schedule and completion, none
are specifically unique to the project except the geology, as related to the
magnitude of the Design Basis Earthquake (DBE). Dart.y as a result of the
1980 eruption Mount St. Helens, there is current scientific interest in the
potential for earthquake or volcanic activity in Western Washington related
to subduction the Juan de Fuca plate. The pO.Eht’al cevelapfent and
acceptance of this theory at 2 1a:e" time will have a certain impact on the
present design. However, it is not certain such risk is singularly understood.

2. ngineering Desian
S

Changes in engineering design occur at any time and may be either
favorable or unfavorable related to completing the project. Changes may also
involve refined analytical methods. When such methods are introduced,

'*c" ificant design changes may be necessary. While it is practically certain
that engineering design pr a:‘wfe will change in some way during & potential
de?ay of the project, it 15 not certain the effect will be unfavorable or any

significant threat to compli eb1on.

Equipment Obsolescence

Equipment obsolescence occurs as equipment once in use is no longer
manufactured. As this occurs the equipment may become difficult to cperate,
test or maintain., At the worst, a major item may be replaced. In a
protracted delay, physical deterioration may also be of concern for some

components. Howev-., the equipment prob\ems are not unique to delay and is a
routine concern in stored and operating conditions: it is not considered a
significant risk to completion of a delayed plant.

SYSTEM ECONOMICS
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Attachment G

Washington Public Power Supply System
Box 1223 Elma, Washington 98541 (206) 482-4428

July 13, 1983

G03-83-546 _

> |
U. S. Nuclear Regulatory Commission, Region V - =
0ffice of Inspection and Enforcement - e )
1450 Maria Lane, Suite 260 = )
walnut Creek, California 94596-5368 4 ¥

Attention: Mr. D. M. Stcrnberg, Chief
Reactor Projects Branch No. !

Subject: NUCLEAR PROJECT NOS. 3 AND §
WNP-3 EXTENDED CONSTRUCTION DELAY

On July 8, 1983 the Supply System Executive Board voted to implement an
immediate extended construction delay of Project 3. Their decision was
reached after it appeared no prudent financing could be arrangec to con-
tinue plant construction. This action will result in a reduction in
force at the site from 1,750 employees to approximately 350 by July,
1984. Our initial planning is based on a three year construction delay,
however, we have been directed to not take actions which would preclude
a project restart within the next three to nine months.

Detailed planning is underway to cover the project turndown, delay and
restart, with primary focus on preservation of assets and control of
quality records. To assure extended construction delay activities are
accomplished in accordance with NRC requirements and Licensee commitments,
the Supply System is developing an implementation plan. The plan will
provide for a review of pertinent quality-related work and inspection
records to determine if the associated quality records are in conformance
with established procedures and reflect work accomplishment. This plan
will be finalized for Supply System approval about August 1, 1983.

We will keep you informed as our planning progresses and would be pleased
to review the plan with you in Walnut Creek. Should you have any questions
or desire further information, please contact me directly.

0. E. éobs;;;é%;GO)

Acting Program Director, WNP-3/5
OET:DRC:nj

¢c: J. Adams - NESCO
D. Smithpeter - BPA
Ebasco - New York
WNP-3 Files - Richland
R. . Hill - Puget Sound Power & Light Company -,
P. Inman - Washington Water Power Company
8. D. Withers - Portland General Electric Company
L. D. Weislogel - Pacific Power & Light Company

\e
\
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INTRODUCTION

On May 10, 1983, the Bonneville Power Administration (BPA) asked the
Wash_ngton Public Power Supply System (Supply System) to assist BPA
in evaluating 2 number of issues associated with continued financing
of Supply System Projects WNP-2 and WNP-3 on current construction
schedules. The evaluation has taken the forn of a series of
analyses contained in the document entitled "Analysis of Resource
Alternatives, dated May 26, 1983.

Our letter to the Supply System focused on four broad areas of
inguiry: (1) an evaluation of the prospects of overcoming existing
impediments to conventional municipal bond financing of the
projects; (2) the effect of the Supply Systen's inability to meet
its WNP-4 and -5 obligations on continued construction of the
net-billed projects; (3) an analysis of the resource economics
associared with altermative courses of action relative to WNP=-3; and
(4) an evaluation of alternative actions related to WNP-2 and their
effect on the Supply System and the region's economy and its
institutions.

The Anzlysis of Resource Alternatives document provides a detailed
review of the various issves structured within these four broad
categories. This pa2per summarizes these analyses and contains BPA's
conclusions.

Of the five nuclear power projects under comstruction by the Supply
Svstem, WNP-1, -2, and 70 percent of -3 are backed by BPA under
long-term contracts called "net-billing agreements” signed z decade
2age. The other nuclear projects, WNP-4 and -5, were no~ backec by
EP4L., The latter projects are terminated, and the Supply System
faces 2 nunber of serious legal challenges arising out of this
circumstance. These legal cliallenges now also pose serious probleams
for ongoing conventional financing of the three remaining projects
backed by BPA. WNP-1, near Richland, Washington, is 60 percent
complete. It wvas placed in a preservation state last year by the
Supply System for fiscal and other reasons. WNP-2, also near
Richland, is 98 percent complete and is scheduled to begin producing
pover for the Northwest early next year. WNP-3, the central focus
of the analysis, was 74 percent complete on April 30, 1983.

The Supply System's ability to ensure continued conventional
€inancing of the rezaining three projects faces serious impediments
resulting from the legal controversies surrounding terminated
projects 4 and 5. The analysis addresses the complex difficulties
2ad their cumulative effect on continuation of the net-billed
projects. .
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SUMMARY

1. Prospects for Financiqg

In January, BPA and the Supply System were advised by their
fi{nancial advisors that three circumstances barred conventional
financing. 0f those three, only the potestial applicaticn of
Initiative 394 to the net-billed projects has been put to rest. The
other two--the need for legislation insuring project integrity in
the event of a Supply System bankruptcy and the challenge to the
validity of the net=billed contracts--remain. The underwriters, a
group headed by four of the largest investment banking firms in the
nation, have advised that they cannot undertake to market bonds
until these two remaining bars are removed.

Bankruptey legislation has been considered by the Washington State
Legislature and has been discussed by key members of Congress. The
Washington Legislature is not expected to enact such legislation in
{ts current session. The likelihood of Federal congressiomal action
cannot be estimated with confidence.

While a favorable opinion has been rendered by the U.S. District
Court on the question of net-billed contract validity, an appeal is
expected before July 15, 1983. A final resclution of this issue
through judicial, legislative, or contractuzl means is required to

{ssue bonds and such solution is not imminent.

Even if these impediments should be removed, recently lowered bond
ratings, cocplex litigationm, and the prospect of a default under the
WNP-4 and -5 bond resolution and other considerations would make
financing expensive and questionable. Should a default occur, the
undervriters are unable to estimate the interest penalty that may
have to be pai¢. This penalty would burden BPA ratepayers and could
threaten project ecoromics.

In looking to other means of acquiring construction funds for WNP-3
in particular, BPA aud the Supply Systerx have investigated financing
through banks and the other project owners. Other financial
{nstitutions, to date, have been concerned with the same izpediments
which block conventional bond financing. The investigations with
other owners have not ripened to the point where BPA or the
utilities can be assured of the legalilty or success of such
ventures. While efforts will continue along these lines, no
reasonable likelihood of success is evident in the near term.
Therefore, the only assured source of construction funds we can

¢ suat on would be funding comstruction from BPA rates.

I1. BPA Rates

BP. rates have risen rapidly in recent years and substantial
additional upward pressure at this time could have serious adverse
consequences.
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consideration, 2 construction extension would not be appropriate
because the present value of system coszs for the current schedule,
assuming prudent financing at relatively low interest rates, is
approximately equivalent to system costs under a 3-year constructiom
extension case.

The conclusions of the resource economic analysis were tested
against various load growth cases utilizing a BPA high- and low-load
forecast. These analyses showed that under a 3-year comstruction
extension case, there is sufficient flexibility available to
compensate for high load growth. However, lengthy delays
substantiallv increase the potential costs that would be incurred if
high load growth occurred. The flexibility tc accommodate high load
growth without extreme adverse consequences is provided in part by
the investment now being made in developing conservaticn prograz
delivery capability. The development of this capability is a
premise both of EPA's conservation programs and the Regional
Council's Final Plan.

The resource economic analvses have zlso been reviewed in light of
load forecast information currently being developed at BPA but not
vet finalized. BPA's most recent studies indicate some near-term
changes in loads of DSIs, public agencies, Federal agencies, and
system losses. Preliminary long-term load forecast revision efforts
are also undervay. On balance, these future forecast updates are
expected to yield a forecast somewhat lower than those used in this
analysis. This would reinforce the conclusion that the
load/resource situation permits a construction extension of WNE-3,

The economic analysis assumed surplus marketing at prices somewhat
above those attained to date but which are considered reasonable in
view of current power sales negotiatioms. £ primcipal impact of a
3-year delay in WNP-3 would be to reduce near-term surpluses and to
move the project's availability into a time period more nearly
matching regional needs. Surplus revenues would be foregone during
the delay but comparable output would be available later.

For alternatives in which WNP-3 is delayed, socio-economic impacts

oceur in the near term. However, employment and income levels
increase in later vears as construction picks up.

411 resource economic analyses are predicated upon completion and
operation of WNP-2 on its current schedule. Maintaining WNP-2 on
schedule, with timely completion and operation, is of overriding

importance to BPA and the Supply System.

IV. BPA Financial Condition

Our mid-year review of BPA's financial circumstances has revealed a
further reduction in this Agency's financial flexibility. BPA's net
revenue shortfall in FY-83, which is currently estimated to preclude
paying to the U.S. Treasury any of the previously planned
amortization of the Federal System ($7.5 million) and past years'
deferral ($152 million), will result in an additicnal deferral of
{interest due ($22.4 million). Legislative directives require BPA to



set rates to recoup such deferrals zlong Qith all other BPA costs.
Due to continued revenue shortfalls, BPA's accumulated net revenues

have declined from $379 million at the end of FY 1976 to a projected
low of $15 million at the end of FY 1983.

Furthermore, as a result of the increasing capital investment in the
Federal System and the Supply System projects, BPA financial
flexibility has become more restricted. Whereas BPA's fixed costs
consumed 76 percent of revenues in FY 1981, these costs are expected
to consume 87 percent of revenues in FY 1983,

Civen these circumstances, BPA must husband its fiscal resources and
critically review any increase in financial exposure. BPA's only
choice is to reduce financial risk and not further encumber the
revenue-generating capability of the Federal System in the current
circumstances.



CONCLUSIONS

These analvses lead tc the finding that conventional financing
cannot be achieved due to current impediments. Even If these
impediments vere overcome, it would be difficult to achieve prudent
financing at reasonahle interest ratec given other current
circumstances. Financing alternatives are currently either
unavailable or not prudent. Therefore, BPA would approve an action
by the Executive Board to effect, as soon as possible, transition of
WNP-3 to a preservation state for 3 vears, in order to ensure there
are sufficient monies availahle for efficient and proper
preservation.

RPA and the Supply Syster have an obligation to protect the region's
investment in the net-billed projects which are all needed to meet
expected future regional loads. The tirely completion of WNP-3, {ts
efficient and economic preservation, and its eventual restart are of
overriding importance to BPA and the Supply System. FPA plans to
finance WNP-2 to completion from revenues and is also finmancially
prepared to protect the investment in WNP-3 and WNP-1 until
construction can be restarted. This course should prove fiscally
sourd and prudent while assuring that these important resources can
be constructed on a time table appropriate for anticipated future
regional power needs.



i

-

— N a
o L @w

(TN BN e i S

wr b D

QL >

L 0 £ ©

- O s
|- QL

- O € ¥

ion has
ctio

re
- .

e reprodu

~

is five cents

ic Document
.
the PDK
{Qr -

in

Oy © w0 W
. Q0

NP g
o O O
2 4D

Saoh
NRC Pu
cated

~

\'f'
ne

|

-
-

0
" o
o
o -
>
O
—
o
-
o
.
@
-
c

private reproduc

.

i

as spec
purchased by

nue
a

producing records 10
i

nge for

e
~ran*

ran
’

A
Ry
pursu
51
pany

-
which
%
for re

A-8
Lom

>

g

©

v

v D

> £ U O

n O Q

C Or= i~ <C
e

QL D )~ (.

= bk Qe O

Second

estel

Qo n<sg
| ™
o~ C W
cuw @ o
VO E—~0Q
« D0
QOO VO W
L2 vV O O
b= O e

fal
4 U
alld
-

re
v-cr

der FO

PYTEE
COALI
<1
1 Q1




