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Dear Mr. Dewease:

SUBJECT: ISSUANCE OF AMENDMENT NO. 57 TO FACILITY OPERATING LICENSE
NPF-38 - WATERFORD STEAM ELECTRIC STATION, UNIT 3
(TAC NO. 73047)

The Commission has issued the enclosed Amendment No. 57 to Facility Operating
License No. NPF-38 for the Waterford Steam Electric Station, Unit 3. The
amendment consists of additions to the license condition in response to your
application dated May 1, 1989.

The amendment adds a license condition which will allow the sale and leaseback
of an individual ownership interest in the Waterford Steam Electric Station,
Unit No. 3.

A copy of the Safety Evaluation supporting the amendment is also enclosed.
Notice of Issuance will be included in the Commission's next biweekly
Federal Register notice.

Sincerely,

/s/
David L. Wigginton, Project Manager
Project Directorate IV
Division of Reactor Projects - III,
IV, V and Special Projects
0ffice of Nuclear Reactor Regulation

Enclosures:

1. Amendment No. 57 to NPF-38
2. Safety Evaluation

cc w/enclosures:
See next page
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UNITED STATES
NUCLEAR REGULATORY COMMISSION
WASHINGTON, D. C. 20555

September 18, 1989

Docket Nu. 5(G-382

Mr. J. G. Dewease

Senior Vice President - Nuclear Operations
Louisiana Power and Light Compary

Post Office Box 60340

kew Orleans, Louisiana 7C1€CQ

Dear Mr. Dewease: <

SUBJECT: ISSUANCE OF AMENDMENT HC. &7 TO FACILITY OPERATING LICENSE
NPF-2€ - WATEKFGRD STEAM ELECTRIC STATICK, UNIT 3
(TAC KO. 73047)

The Commission has issued the enclosed Amenament wC. 37 to Fec®lity Operating
License No. NPF-36 for the Waterford Steam Electric Station, Unit 3. The
arencmnent consists of additions to the license condition in response tc your
application datea May 1, 1989.

The amencment adds & licernse corditior which will &17ow the saie anc leaseback
cf an indivicual owrership interest in the Waterford Steam Electric Station,
Urit Lc. 3.

A copy of the Sefety Evaluation supperting the amercnent is &'cc enclosed.
Notice of Issuance will be included in the Commission's next biweekly
Federal Register notice.

Sincerely,

Davia L. Wigdifiton, Project Manacer

Project Directorate IV

Division ¢f Reactor Projects - III,
1V, V and Special Preojects

O0ffice of Nuclear Reactor Regulation

Enclosures:
1. Amendment No. 57 to NPF-38
2. Safety Evaluetion

cc w/enclosures:
See next pege



Mr. Jerrold G. Dewease
Louisiana Power & Light Company

cc:

W. Malcolm Stevenson, Esq.

Monroe & Leman

201 St. Charles Avenue, Suite 3300
New Orleans, Louisiana 70170-3300

Mr. E. Blake

Shaw, Pittman, Potts & Trowbridge
2300 N Street, NW

Washington, D.C. 20037

Resident Inspector/Waterford NPS
Post Office Box 822
Killona, Louisiana 70066

Mr. Ralph T. Lally

Manager of Quality Assurance
Middle South Services, Inc.
Post Office Box 61000

New Orleans, Louisiana 70161

Chairman

Louisiana Public Service Commission
One American Place, Suite 1630
Baton Rouge, Louisiana 70825-1697

Mr. R. F. Burski

Nuclear Safety and Regulatory Affairs Manager

Louisiana Power & Light Company
317 Baronne Street
New Orleans, Louisiana 70112

Waterford 3

Regional Administrator, Region IV

U.S. Nuclear Regulatory Commission

0ffice of Executive Director for
Operations

611 Ryan Plaza Drive, Suite 1000

Arlington, Texas 76011

Mr. William H. Spell, Administrator
Nuclear Energy Division

Office of Environmental Affairs
Post Office Box 14690

Baton Rouge, Louisiana 70898

President, Police Jury
St. Charles Parish
Hahnville, Louisiana 70057

William A, Cross

Bethesda Licensing Office
3 Metro Center

Suite 610

Bethesda, Maryland 20814
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UNITED STATES

NUCLEAR REGULATORY COMMISSION
WASHINGTON, D. C. 20555

LOUISIANA POWER AND LIGHT COMPANY

DOCKET NO. 50-382

WATERFORD STEAM ELECTRIC STATION, UNIT 3

AMENDMENT TO FACILITY OPERATING LICENSE
Amendment No. 57
License No, NPF-38

1. The Nuclear Reciulatory Commission (the Commission) has found that:

A. The epplicatior fcr amendment by Louisiane Power arc Light
Company (the iicersee) dated Mey 1, 1989, complies with tre
standards arc requirements of the Atomic Energy Act of 1954,
as amerded (the Act), and the Commission's rules and regulations
set ferth in 10 CFK Chapter I

B. The fecility will cperate in conformity with the application,
the proviciore of the Act, anc the rules and reguletions of the
Commission;

(4n]
.

There 1s reascnable assurance (i) that the activities authcrized
ty this amendment can be ccrncucted withcut endangering the health
ard safety of the public, ana (ii) that such activities will be
conducted in compliance with the Commission's regulations;

D. The issuance of this amendment will neot be inimical to the
commor deferce and security or to the realth and safety of the
public; ard

E. The issuance of this amendment is in accordance with 10 CFR
Part 51 of the Commission's regulations and all applicable
requirements have been satisfiec.
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3.

-2 -

Accordingly, Facility Operating License No. NPF-38 is amended by the
addition of the following license condition:

2.B.(6)

(a) to transfer any portion of its 100% undivided ownership interest (up
to and inclusive of $515 million of aggregate appraised value) in
the facility to equity investors, and at the same time lease back
from such equity investors, such interests sold in the facility and
receive from such equity investors, consistent with LP&L's leases,
the right to use and enjoy the benefits of the undivided ownership
interests sold in the facility. The terms of the leases are for
approximately 27 1/2 yee=s subject to right of renewal. Such sale
and leaseback transactions are subject to the condition that the
equity investors and anyone else who may acquire an interest under
this transaction(s) are prohibited from exercising directly or

“indirectly any control over (i) the facility, (iig power or energy
produced by the facility, or (iii) the licensee of the facility.

Further, any rights acquired under this authorization may be exercised
only in compliance with and subject to the requirements and restrictions

of this operating license, the Atomic Energy Act of 1954, as amended,
and the NRC's regulations. For purposes of this condition, the
limitations of 10 CFR 50.81, as now in effect and as they may be
subsequently amended, are fully applicable to the equity investors
and any successors in interest to the equity investors, as long as
the license for the facility remains in effect.

(b) (or its designee) to notify the NRC in writing prior to any change
in (i) the terms or conditicns of any lease agreements executed as
part of the above authorized financial transactions, (ii) any
facility operating agreement involving a licensee that is in effect
now or will be in effect in the future, or (iii) the existing
property insurance coverages for the facility, that would materially
alter the representations and conditions, set forth in the staff's

Safety Evaluation enclosed to the NRC letter dated September 18, 1989 .

In addition, LP&L or its designee is required to notify the NRC of
any action by equity investors or successors in interest to LP&L that
may have an effect on the operation of the facility.

This licerse amendment is effective as of its date of issuance.

FOR THE NUCLEAR REGULATORY COMMISSION

O\‘, -~ \ ! Lor

Frederick J. Hebdon, Director

Project Directorate IV

Division of Reactor Projects - III,
iv, v aud Special Projects

0ffice of Nuclear Reactor Regulation

Date ot Issuance: September 18, 1989



UNITED STATES

NUCLEAR REGULATORY COMMISSION
WASHINGTON, D. C. 20555

SAFETY EVALUATION BY THE OFFICE OF NUCLEAR REACTCR REGULATION

RELATED TO AMENDMENT NO. 57 T0O

FACILITY OPERATING LICENSE NO. NPF-38

LOUISIANA POWER AND LIGHT COMPANY

WATERFORD STEAM ELECTRIC STATION, UNIT 3

DOCAET NO. 50-382

1.0 INTRODUCTION

By applicaticr catec May 1, 198¢, Louisiana Power and Light Company (LP&L or
the licernsee) reguested charges to the license for Waterford Steam

Electric Station, Urnit 3. The proposed changes woulc aad Licerse Condition
2.B.(€) to allow the sale and leaseback of an individual ownership interest in
the Waterford Steam Electric Station, Unit No. 3

2.0 DISCUSSION AND EVALUATION

Finsrcial Considerations

NRC has previcusly approved sale/leaseback transactione for Palo Verce 1,
Perry 1, beever Valley 2 and Grand Gulf 1. LP&L states that the prcpesed
transactior for haterfora 3 is simriler in all material respects to the
previcusly apprevec trersactions. The proposed sale/leaseback, like the
previous transactions, is a capital refinancing vericle for the plant's
owner, LP&L, whereby it may refurc & substantial amount of high cost
securities in return iur iezce payments cver a pericd of years. The
s2le/leaseback is supposed to (1) moderate both LP&L's revenue requirements
and rate increases for LP&L's ultimete customers; and (2) provide substantie!
tax benefite to the investors, mainly in the form of acceleratec depreciaticr.
It is important to NRC that the investors are merely passive providers of
capital, and have no authority or control over plant operation; that is
retained exclusively by the licensee, LP&L.

From a financial standpoint, NRC is concerned mainly about the continuity
of the source of funds to carry out the licensed activity. In this case,
as in the previous transactions, the source of funds remains constant. It
is the revenue generated by LP&L's sale of electricity. Under rates
established by the Federal Energy Regulatory Commission and the Louisiana
Public Service Commission, LP&L's retail and whclesale customers will
continue {after the sale/leasback, as before) to provide the funds required
for the safe operatict ei.C hellichalice anu eventual decommissioning of
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In conclusion, the sale/leaseback does not affect the source of funds for
carrying out the licensed activity and for complying with NRC requirements.
Accordingly, there are no financial qualifications concerns that impact on
NRC's approval of the proposed sale/leaseback transaction.

Antitrust Considerations

NRC reviews license amendment applications to determine whether or not
the amendment would impact any existing antitrust license conditions, or
change conditions or activities under the license that would create or
maintain inconsistencies with the antitrust laws. From the data
submitted by the licensee, LP&L, thc proposed amendment appears to do
neither of these.

License amendments that invclve change in ownership, specifically new
ownars, are of particular concern to NRC in the context of its antitrust
review responsibilities. It is important for NRC to be aware of the
identity of owners of the nuclear facility in question so that an
assessment can be made regarding the manner in which the facility will be
used by any new owner in a particular bulk power services market. Owners
and potential owners that possess the ability to control various aspects
of the bulk power services market, i.e., those with market power, are
reviewed by NRC in an effort to ensure that the addition of the nuclear
facility to their generation and transmission mix will not adversely
impact the competitive process. Specifically, NRC is charged with
preventing the creation or maintenance of activities that may be
inconsistent with the antitrust laws.

The NRC concludes that the proposed License Condition 2.B.(6) will ensure
that any new equity investor resulting from the proposed sale and
leaseback transaction(s) for Waterford 3 will be sufficiently divorced
from the operations of the plant that a formal antitrust review will not
be required. This conclusion is based on the fact that any new owner
resulting from these transactiors will not have any direct or indirect
control over (1) Waterford 3, (2) the power or energy produced by
katerforc 3, cr (3 the Waterford 3 licensee.

LP&L has attempted to structure its sale/leaseback proposal in a manner
that will not change competitive forces at work in the Louisiana bulk
power services market. License Condition 2.B.(6) assures that the
competitive status quo will not be affected by any new equity investors
choosing to purchase an ownership interest in Waterford 3.

3. LICENSE CONDITION

The licensee has proposed a license condition in the May 1, 1989 submittal.
Curinc the course of the staff's review, changes were proposed and discussed
with the licensee. Our review takes into account the possibility that other
lirenseec mav he autiprized tn pnerate the facility, although no approvel for
such operation is granted here. However, the license condition has been



changed to recognize this possibility in the future without the licensee
having to make additional changes. These changes to the license condition
have been agreed to by the licensee but do not change the staff's findings in
the notice issued on May 17, 1989 (54 FR 21309) or in the notice on antitrust
issued on June 2, 1989 (54 FR 23723).

4.0 CONTACT WITH STATE OFFICIAL

The NRC staff made a proposed determination of no significant hazards considera-
tion and so advised the Administrator, Nuclear Energy Division, Office of
Environmental Affairs, State of Louisiana. No comments were received. In
addition, no comments were received on antitrust matters.

5.0 ENVIRONMENTAL CONSIDERATION

The amendment relates to changes 1n reccrdkeeping, reporting, or
acministrative procedures or requirements. The Commission has previously
issued a proposed finding that this amendment involves no significant hazards
censiaeration and there has beer no public comment on such finding.
Accordingly, the amendment meets the eligibility criteria for categorical
exclusion set forth in 10 CFR 51.22(c)(10). Pursuant to 10 CFR 51.22(b), no
environmental 1mpacts statement cr environmental assessment need be prepared
in connection with the issuance of this amendment.

6.0 CONCLUSION

Based upor its evaluation of the propused changes to the Waterford 3 Technical
Specifications, the staff has concluded that: there is reasonable assurance

that the health an¢ safety of the public will not be endangered by operaticr ir
the proposed manner, and such activities will be conducted in compliance with

the Commission's requlations and the issuance of the amendment will not be
inimical tc the common acefense and security or to the health and safety of the
public. The staff, therefore, concludes that the proposed changes are acceptable,
and are hereby incorporated into the Waterforc 23 license.

Dated: September 18, 198¢
Principal Contributors: W. Lambe

J. Petersen
D. Wigginton



