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UNITED STATES

ATOMIC ENERGY COMMISSION

In the Matter of the Application of:

COMMONWEALTH EDISON COMPANY Docket No. 50-237
MEMORANDUM RE FINANCIAL QUALIFICATIONS OF %
COMMONWEALTH EDISON COMPANY &y, Cop,

The total direct costs to be incurred by Commonwealth Edison
Company for Dresden Unit 2 including rélated transmission line aﬁd other
facilities are estimated and have'Been budgeted at $81,7$0,000. More
than 90% of this total estimate is. a cost fixed by contract between
Commonwealth and General Electric.

The contract betWeen_Cdﬁmonwealth'ahd General Electric obligatés‘_
General Eiectric to‘design, engineer and construct Unit 2 for an ultimaték\.
generating capability up’to approximately 793 MW net elecfrical (gross - A
about 831 MW electrical and.2,600 MW thermal), at a price not to exceed
$75,300,000. The contract is basically for a 'turn-key" plant, i.e.,
General Electric is responsible for-construcﬁing a complete, safe, operable
and licensable power piant, with the exception of certain specified and

existing items to be used in common by Units 1 and 2. Such items are

identified in Section I-7 of the Plant Design and Analysis Report.
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The contract price is not subject to escalation for changes in

price levels or construction costs. However, there are provisions for

‘a reduction in pfice if the plant does not achieve its intended ultimate

capability within a specified period of time. The contract price in-
cludes the costs of site preparation and of supervision fof'preopera-
tional testing, fuel loading and plant startup.

The confract does not itemize the,cQSt 6f any specific items of
plant (excluding fuel) ahd consequently this information is not currently
available. Uowéver,dafter construction 1is cdﬂpleted, an éllocation of
costs will be méde to classifications of plant structures and equipment
established by ﬁhe Uniform Systems of Accounts for Electric Utilitigg,r”’
prescribed by Federal Poﬁer CommiSSion and Illinois Commerce Commission.

Unit 2 is to be construtteﬁ by General Eiecttic'at the Dresden
Nuclear Power Station adjacent tb the existing nuclear power unit,
Dresden Unit 1. The station site of appfoximdtély 953 acres, and the
corridors for electric transmission lines emanating from the site, have
been owned by Commonwealth for a nunber of years and are large enough
to accommodate all requirements for'Uﬁit 2. Accordingly, it is not
necessary to acquire any additional land, easements or other land rights

for Unit 2.
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In addition to the contract priée described above, other direct

costs to be incurred for the Unit 2 prdject by Commonwealth,

- e§timated and budgeted by it, are as follows:

345 KV transmission terminal® for Unit 2

Payroll costs* for Commonwealth
personnel in -.
Construction liaison and engineering

work on the Unit 2 addition , ' $395,000
Preoperational testing of Unit 2
. systems (incremental expense) » 50,000

Training for Unit 2 (incremental expense) 50,000

Construction power’and 34.5 KV electric.
supply facilities for general and
auxiliary purposes?

Administration bulldlng addltlon and other structural
worL : :

Allouance for cont1ngenc1es
Total "other direct costs" of the Unit .2 addition

- 345- KV transmission lines® to connedt%Unlt 2 into
‘the Commonwealth bulk power system - '

Total "other direct costs" of the Unit 2 project
with related transmission~facilities.

*Each of these costs 1is based on engineering estlnates

for work and facilities customarily included in.
Commonwealth's engineering and plannlng for electric
generating un1t additions.

as now

$1,420,000

495,000

160,000

125,000
1,300,000
$3,500,000

$2,950,000

$6,450,000
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The estbnafed_incfemental cost of personnel training of $50,000,
of course,,reflects the fact that CoﬁmbnwealthinOW has an'operating
organiéatlon, including managers, englnecrs, technical staff, supervisors
and operators, quallfled to operate and malntaln Unit 1, a General-Electfic
BWR ba51ca11y similar to Unit 2. Further tralnlno on Unit 2 will be
achieved through the planned preoperat10nal test program ‘which will be
conducted by Dresden plant personnel under General Electric superv151on
and for the incrémén;al cost of which.Commonwealth.has separately budgetéd

another $50,000. Thesec modest incremental costs provide a measure of the

return which will be forthcoming on the approximately 157 man-years of

administrative and legal, interest during construction and Illinois

personnel training at an estimated cosf of $1,100,000 completed prior
to operation of Unit 1 and mofe than 500 man-years of trainingAand'ex-
perienceAgained in actual opefation of Unit 1,

Beyond all the foregoing direct'cqsts,-gggregating $81,7$Q,000
as esfimated and budgéted on alproject basis by Commonwealth, for the
Unit 2 plant'and'its related transmiSSion.faciiities; Commonwealth;s
total qabitalized'investment thefeih wili; of course, include the in-
direct costs properly attributablé to these plant and facilities projects.
SucH indirect costs - comprising'those for engincering and superz}§ion,

- . e
employe pensions and benefits, payroll taxes, injuries and damagéé,,

.
. e
"~ ~
.
~.

taxes applicable tolconstruction --are estimated, budgeted and accounted

- for on an overall annual basis for Commonwealth's entire_construction-
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program. While Commonweélth neither has ndr will‘have'a separately
estimatéd and budgeted amount for its indirect costs on the Unit 2 plant
and related transmission facilities, Coﬁhonwealth's experience‘on recenf
large additions to its electric generating capacity shows that total in-
direct costs, allocable to the Unit 2 plant and relatcd transm1551on
facilities, should come w1th1n a-range of 12% to 16% of thelr aggre-
gate direct costs as now budgeted. | |

Commonwealth's inventory cost of the 724 first.core fuel
assemblies planned for the Unit 2'reactor is estimated, as of the
scheduled date for plac1ng the unit in commercial operating serv1ce,
to total $13,219,300. This 1nventory cost (a) 1nc1udes procurement,'
transportation, the Commission's use charges on special nuclear material
(U0, enriched) leased from the Commissibn and all other'fabrication :
.charges by Generél Electric'ending with deiivery at Dresden'and tbtalihg
$12,709,100 pursuant to a sepaféfe non-escalable fixed price contract
between Commonwealtﬁ and General Electrié, and also includes pfovisions
'for thé State of Illinois sales and use tax and fbr'the Commiséion'é
use chérges-for an estimated average four-month period between deiivefy
at Dresden and the Unit'z scheduled service date, but'(b)’excludés the
$18,l75,700 aggregate value (at the;Commission's current base price)
of the leased enriched’ uo, material to be 1n1t1a11y contalned in such
fuel assemblies. On an annual ba51s, the Comn1551on S use charges on
'fhis leased special nuclear materlal content of the Unit 2 reactor s

first core, as loaded, are estimated to total $863,300.

237 - 157



-6 -

'bommohwealth carries on a‘coﬁtinuous construction program, the
nﬁfuré ana extent of‘which are based upon current and estimated future
eléétrical foads on its system. This program is subject to*cdn;inuous
review and modification as necessary for adaptation to-changing'business-
conditions, revisions in Federal income tax laws, and variations in
prices and delivery schedules. The construction program for the electric

' utility system of Commoﬁweaith (including the principal one'of its sub-
sidiaries whose accounts are ?ggulérly included in Commonwealth's o
consolidated fiﬁancial statpméﬁis) for the five-year period, as now
'scheduled, calls fbr,propertyfadditions eﬁpenditures tdtaling épproximately
$zzo,000,obo. I -

~ As pointed out in Commonwealth's 1964 ‘Annual Report to Stock-
holders included with the General Information Attached to its Dresden Unit 2
application dated April 15, 1965, the $720,000,Q00 program contemplates
property addition expenditurés of apprbximateiy-$140,000,000 ih 1965,
$135,000,000 in 1966, $155,ooo,obo in- 1967, $135,000,000 in 1968 and"
$155, 000, 000 in 1969. These expenditures -include $370,000,000 for generat-
ing facilities (of whichADresden Unit 2 is a part), $338,000,000 for transéx
mission (cbveringfthat related to Uﬁit 2)'and'distribution‘facilities, and

' $12,000,000 for general plant,
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Commonwealth now plans to finance the construction program through‘
most of 1967 mainly from cash on hand at the end of 1964 and from funds o
provided internally, as well as through such month -to- month bank borrow1ngs
‘or other interim arrangements as may from time to time be approprlate,
during the period. Because of the earlier and larger reouirements for

thexnew nuclear unit and because of the accelerated corporate 1ncome tax

payment schedule, Commonwealth now expects to do some bond or debenture
-flnanc1ng in the latter part of 1967 and aga1n ‘in- 1968 or 1969 In the
meantime, Commonwealth plans no new-money f1nanc1ng by issuance of its
securities except through sales of its common shéree under its Employe
Stock Purchase Plan..

Commonwealth ant1c1pates no d1ff1culty in carrylng out the ex-
. pected bond or debenture f1nanc1ngs above ment1oned Its capltallzatlon f

(in m1ll1ons of dollars) at the end of each of the follow1ng years was:

| 196L . 1963 S 1962 . - 1961 1960
“Amount % Amount % - Amount. % Amount ¥ Amount -%

Pirst Mortgage Bonds  $ 590 35.3 § 590 36,0 § 590 36.8 & 590 37.2 % 590 38.0
Sinking Fund Debentures __ 236 141 __ 2l 1L.9 252 15.7 __ 255 16.0 218 1.1
 Total Long-term Debt $ 826 L9.L-§. 83L 50.9 3 8h2 52.5 % 8LS 53,2 $- 808 52,1

Preferred Stock (Non- . :
convertible) : - - - - - - 25 1,6 65 L.2

Common Stock Equity (1) 847 _50.6 ~8o5' Lo, 762 L7.5 719 _L5.2 678 L3.T
Total Cepitelization $1,673 100.0 $1,639 100.0 1,60l 100,0 $1,589 100.,0 $1,551 100.0

(1) Includes retoined earnings end premium on common stock.
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‘The ﬁpllow1ng Commonwealth ratios for the.same year-ends, or the same

years, are s1gn1f1cant indicators of its top quallty credlt.

1964 1963 1962 1961 1960
At Each Year-End - | |

Percent mortgage debt of

depreciated plant(1) 32,7 33.6 34,0 35.2 37.1
Percent long-term debt of - S . -
depreciated plant(l) - 45.8 47.4 48.6 50.3 50.8

For Each Year -

Percent of operating revenues(2):
Operating expenses and taxes
except income taxes ("oper-

ating ratio") - 63.8 62,9 62.9 62.6 64.1
Operating expenses and taxes . 78.4 77,7 78.1 78,6 79.1
Depreciation , 12,6 12,7 11,9 11,2 11,0
Maintenance o ' 5.6 5.3 5.6 5.6 - 5.3
Net income on common stock ~17.8 17,2 16.8 16.2 -15.9

Interest on long-term debt - t1mes earned: o
Before income tax 7.43 7,07 6,75 6.87 6.48 .
After income tax : 4,45 4,20 3,94 3,89 3,76

(1) Excludes acquisition adjustments, : ' . ‘
(2) Rate reductions were made in 1960, 1962, 1963 and 1964, the most
- significant being a $13,000,000 reduct1on in June 1964, whlch
reduced 1964 revenues by approx1mate1y $7,500, 000
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OfACohmonwealth's_$590,000,b00 aggregate principal amount of
first mortgage bonds now outstanding; a total of $465,000,000 were sold
tﬁrough public offerings.in‘eight of the 17 yearsAduring the period 1944
through 1960, Each of these eight bond issues, from the $155,000,000 '
largest to the $30,000,000 smallest, when‘initially offered and ever
since‘then,’ﬁas been rated‘Aaa by Moody's Inveétors Service and given
similar top ratings by Standard § der's Corporation and Fitch Invéstors
Service, | |

Separate issues, aggregating'$308,000,000 principal amount, of.
Commonwealth's sinking fund debentures were sold tﬁrbdgh.public offerings
in seven of the 13 years duting the periodA1949 through 1961. Each of
these seven debénture issUes,‘from;the $50;000,000 largest ones to the
$20,000,000 smallest when ihitially offered and ever sincé then, has
~been rated Aa by Moody's Investors Serv1ce and given similar next-to-top
ratings. by Standard & Poor" E Corporat1on and: F1tch Investors Serv1ce. Over
-the years, reacqu151t10ns, cancellat1ons and redempt1ons from the seven
issues of debentures for sinking fund purposes have reduced the1r out.-

standing total pr1nc1pa1 amount to,$232,728,000.at September 30, 1965,
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None of the seven separate indentures, under which these debentures were

isSued "and ére outstanding, provides for, and none.of‘such debentﬁreé are

entitled to, any lien against any physical property or license dr.franchise;‘

owned by Commonwealth.‘ | | h | o

 Section 50.81 of the'Commission's regulations, 10 CER 50.81,
provides that consent to‘the creation of a mortgage lien'on a licensed .

‘ utiiizatioﬁ facility is not reqUifed brdvided that‘certain spécifiéd"
requirements are met, The'tefms of Comm@nwealth'é mortgége indénture,'
securing its mortgage bonds, will automaticélly cfeate a lien on Unit 2
which meets all of the spec1f1ed requ1rements set forth in Sectlon 50.81.
Accordlngly, no consent to such 11en is requlred though it may be noted
that the Third Supplemental Intermedlate Dec151on, issued in AEC Docket 50- 10'
October 11, 1960, pr1or to the promulggt1on of Section 50.81, granted
conserit to such lien on Uﬁit'l. ,Pertinehf excerpfsAof the Commonwealth
mort@ige indenture were received in evidence in AEC Docket No. 50-10;
September 26,_1960, as a part of Item 6 of AEC.Staff‘Exhibit-No. 1 and
are incorporated herein by'reference.‘ There have heen no changes in' |

such mortgage indenture since that date.

. October 4, 1965
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