RANDOLPH 6-1200

Commonwealth Edison Company

72 WEST ADAMS STREET *

CHICAGO, ILLINOIIS 606980

October 4, 1965

In the Matter of the Application of:
COMMONWEALTH EDISON COMPANY

U, S. Atomic Energy Commission |
. Washington, D. C. 20545

Docket No. So-ié;

Attention: Mr. R, L. Doan, Directdr

Division of Reactor Licensing
Gentlemen:

, In response to your letter of September 21; 1965
requesting certain data respecting Commonwealth Edison

Company's. financial qualifications and proof of service of
its application for Unit 2 upon Grundy County officials,
there is enclosed (1) as an amendment to the application,
a Memorandum re Financial Qualifications of Commonwealth
Edison Company and (2) a Certificate of Service of the
application and all amendments thereto on Neeleon Ness,

Chairman of the Board of Supervisors, Grundy County, Illinois.
o

. Very truly yours;

Subscribed and sworn to

before me this 4th day
of October, .1965.
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PAY it z ¢
(Netary Public -
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UNITED STATES
ATOMIC ENERGY COMMISSION

In the Matter of the Application of:

COMMONWEALTH EDISON COMPANY Docket No. 50-237 -/ //V

L 119 Copy

CERTIFICATE OF SERVICE

I, John H, Hughes, Staff Assistant, Treasurer's
Office, Commonwealth Edison Company, hereby certify that
the following documents, comprising the application, as
~amended, of Commonwealth Edison Company filed in AEC Docket
No. 50-237, were served upon Neeleon Ness, Chairman of the
Board of Supervisors, Grundy County, by delivering a copy
thereof at his office in the Grundy County Court House, Morris,
Illinois, on October 1, 1965.

1. Application Letter, incldding General Information,
dated April 15, ‘1965, .

2., Plant Design and Analysis Report - Volume I .

3., - Plant Design and Analysis Report Drawings - Volume II
4, Plant Design and Analysis Report ‘Pldnt Site and

Environs - Volume III -

5. Amendment No., 1 to the Report dated July 9, 1965

6. Amendment No. 2 to the Report dated August 17, 1965

7. Amendment No., 3 to the Report dated August 19, 1965

8. Amendment No. 4 to the Report dated September 16," 1965

I further certify that the amendment to the application, .dated
October 4, 1965, was served upon Mr, Neeleon Ness, Chairman of
the Board of"Supervisors, Grundy County, by depositing in the

mail, postage prepaid, one.:.copy ‘thereof~on October 4, 1965,

Subscribed and sworn to
before me this 4th day
of October, 1965,

2

otary Public



UNITED STATES

ATOMIC ENERGY COMMISSION

In the Matter of the Application of:

COMMONWEALTH EDISON COMPANY Docket No.

50-237
‘ ' MEMORANDUM RE FINANCIAL QUALIFICATIONS OF 9 ::ﬁ
‘ \Eide Copy

COMMONWEALTH EDISON COMPANY

Thé total direct costs to be incurred by Commonwealth Edison
Company for Dresden Unit 2 inciUding 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'cbntract4between
Commonwealth and General Electric.

' The contract between Csﬁmonwealth and General Electric obligates
’General Electric to 'dé'sign, engipeer and construct Unit 2 for an ultimate
| generating capability up to approximﬁtely 793 MW net electrical (gross -
about 831 MW electrical and 2,600 MW thermal), at a price not to exceed

$75,306,000. The contract is basically for a "turn-key'" plant, i.e.,
General Electric is responsible for-construcfing a complete, safe, operable
and licensable power plant, 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 I1-7 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.l However, there are provision§ for
‘a reduction in price 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 contract does not itemize the ¢ost of any specific items of
plant (excluding fuel)_and consequently this iﬁformation is not currently
available. tlowvever, after coﬁsffuction is cdmpleted, an allocation of
costs will Be made to classifications of plant structures and equipment

.established by the Unifornm Systems of Accoun';s for AElectric Utilities

prescribed by Federal Po&er Commission and IllihbiSFCommerce Commission. .

Unit 2 is to be constructed by General Electriéiat the Dresden
Nuclear Power Station adjacent tb the.exisfing nuclear power unit,
Dresden Unit 1. The station site of approximétely.QSS acres, aﬁd~the
'corridors-for electric transmission lines emanating from the site, have
been owned by Commonwealth for a number of years and are large enough
to accommodate all requirements for'Uﬁit 2. Accordingly, it is not
necessary to acquire any.additiona; land, easements or other land rights

for Unit 2.
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In additibn to the contract price described above, other direct
costs to be incurred for the Unit 2 project by Commonwealth, as now

estimated and budgeted by it, are as follows:

&45 KV transmission terminal® for Unit 2 : .. $1,420,000 -

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

work on the Unit 2 addition , ' $395,000
Preoperational testing of Unit 2 ’

systems (1ncrementa1 expense) ‘ 50,000
Training for Unit 2 (incremental expense) 50,000 495,000

Construction power and 34.5 KV electric
‘supply facilities for general and

auxiliary purposes® = . . o _ - 160,000
Administration building addltlon and other structural |
work® ’ . o . - . 125,000
’ QIlowance for contingencies o ' 1,300,000 |
Total_"otherAdirect cpsfs"‘ef the Unit .2 addition $3,500,000

345 KV transmission lines® to cqnneCtﬁUhit 2- into _
the Commonwealth bulk power system o , $2,950,000

‘fotal "other direct costs" of the Unit 2 project
 with related transmission facilities _ $6,450,000

*Each of these costs is based on engineering estimates
for work and facilities customarily included in.
Commonwealth's engineering and plannlng for electric
generating unlt addltlons.
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The estimated incremental cost of personnel training of $50,000,
of course, reflects the fact that Cohménwealth now has an operating
brgqpization,.including managers, ehgineers,‘teChnical staff, supervisors
and operators, qualifiea to operate and maintain Unit 1, a General-Eiéctfic

AWR basically similar to Unit 2 Fﬁrther tfaihin& on Unit 2 will be |
achleved through the planned preopcraLlonal test program ‘which will be
conductcd by Dresden plant personncl under General Electric superv151on'
and for the 1ncremental cost of whlch Lommonwealth has separately budgeted
another $SQ,QOO. These modest 1ncrementa1 costs prov1de a measure of the
return which will be forfhcoming on the approximately 157 man-years of
-persdnnel training at an estimated cost of $1,100,000 completed priorl
to operation of Unit 1 and more thanlSOO man-years of training_and'ex-
perience_gained'in actual operation of Unit 1.

. Beyond all the fovreooir.w direct' costs, aggregating $81, 750 000
as estlmated and budveted on a prOJcct basis by Commonwealth, for the

Unit 2 plant and its related tr1n5m15510n facalltles, Commonwealth'
total capltallzed'lnvestment therein w1ll, of course, include the in-
dirgct_costs propefly attributablé to these plant and facilities projects.
Such. indirect costs - comprising those for engineering and suﬁervision, |
employe pensions and benefits, péyroll.taxes, injuriés and damages,:
administrative -and legal, interest during constructiqn and Illihoi§
taxes applicable‘to.consfruction --are estiﬁated,-budgeted and accountéd

for on an overall annual basis-for Commonwealth's entire construction
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program. While Commonwealth neither has nor will have a separately

estimated and budgeted amount for its indirect costs on the Unit 2 plant

and related transmission facilities, Commonwealth's experience on recent

. large additions to its electric generating capacity shows thatstotal‘in-

direct costs, allocable to the Unit 2 plant and.related transmissibn
fa¢flities, should come within a range of 12% to 16% of théir aggre=--
gate direct costs as now budgeted. | |
COmmdnwealth's inventory cost of the 724 first core fuel
assemblies planned for the Unit'z'reactor is estimated, as of the
scheduled date for plac1ng the unit in commercial operat1nv serv1ce,'
to total $13,219,300.. This 1nventory cost (a) 1nc1udes procurement,
transportation, the Commission's use chargeS-on spec1al nuclear material
(UO2 enriched) leased from the Commission and all other fabrlcatlon lA
charoes by General Electric endlng w1th dellvery at Dresden and totaling
$12,709,100 pursuant to a separate non-escalable fixed price contract
between Commonwealtﬁ and General Electris, and also ihcludes provisions
for tﬁé State of Illinois salés and use taxsand fbr‘the»Cdmmission's

usé'chérges-for~an estimated average four-month period between delivery

at Dresden and the Unitlz scheduled serviée date, but'(b)'excludes the

$18,175,700 aggregate,value (at the-Commission's current base price)

of the leased enriched UOé material to be initially éohtained in such
fuel assemblies. On an annual basis, the Commission's use charges on
thls leased spec1al nuclear material content of the Unit 2 reactor s

first core, as loaded, ae estlmated to total $863, 300.-

’
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Commonwealth carr1es on a>cont1nuous construction program, the
ature and extent of whxch are based upon current and estimated future
electrlcal loads.on its system. This program 1s,sub3ect t0'cont1nuou5'
review and modification as neceésary for adaptation td~changiﬁg business
cond1t1ons, revisions in Federal 1ncome tax laws, and variations in
erces and de11very schedules. The construction program for the electric
.utility system of Commonwealth (including.the:principal one of its sub-
sidiaries whose accounts are iegularly included in Commonwealth's -
consol1dated f1nanc1al statements) for the five-year perlod, as now
‘scheduled, calls for propertv addltlons expendltures totaling approx1mately

$720,000,000.

‘As pointed out in Commonwealth s 1964 Annual Report to Stock-
holders included w1th the General Information attached to its Dresden Unit 2
‘pplticat‘ion dated April 15, 1965, the $720,0‘00,000 program contemplates
property addition expenditures of approximately $140,000,000 iﬁ 1965,
$i35,000,000 in 1966, $155,000,000 in 1967, $135,000,000 in 1968 and
$155,000, 000 in 1969, 'These expenditores include $370,000,000 for gonerat?
ing fac111t1es (of which Dresden Unlt 2 is a p1rt), $338,000, OOO for trans- -
mission (COVerlng that related to Un1t 2) ‘and distribution fac111t1cs, and

$12,ooo,ooo.for general plant.



'Commonwealth now plans to finance the conettuction 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 borrowings‘
or other interim arrangements as may from time . to time be apptopriate,
during the ueriod Because of the earlier and larger tequirements for

the new. nuclear unit and because of the accelerated corporate 1ncome tax

payment schedule, Commonwealth now expects to do some bond or debenture
'f1nanc1ng in the latter part of 1967 and again ‘in- 1968 or 1969. In the
.eannme, Commonwealth plans no new-money f1nanc1ng by issuance of its
securities except through sales of its common shafes under its Employe
Stock Purchase Plan. . |
Commonwealth ant1c1pates no d1ff1cu1ty in carrying out the ex-
pected bond or debenture f1nanc1nos above mentloned. Its_cap1tallzat10n o

(in m11110ns of dollars) ‘at the end of each of the following years was:

196k 1963 1962 1961 _ 1960
"Amount % . fmount % - Amount. % Amount % Amount %

'qirst Mortgage Bonds  $ 590 35.3 § 590 36.0% 590 36.8 % 590 37.2 % 590 38.0

Sinking Fund Debentures __ 236 141 __ 2l 1h.9 252 15.7 _ 255 .16,0 _ 218 1h.1
' Total Long-term Debt = § 826 L9l §. 83 50.9 & 8L2 52.5 § 84S S53.2 $. 808 52,1

Preferred Stock (Non- . ' : .
convertible) - - - - - - 25 1.6 65 L2

Gommon Stoek Equity (_1)' 8h7 50,6 _ 805 k9.1 762 L. 5 719 15.2 __ 678 L3.7

TotallCapitalization %1 673 100.0 $1,639 100.0 $1, 60h 100.0 %l 589 100.0 $1,551 100,0 |

(1) Includes retained earnings end premium on common stock.



"iThe f0110w1ng Commonwealth ratios for the same year-ends, or the same

years, are 51gn1f1cant 1nd1cators of its. t0p quallty credlt.

At Each Year-End -

Percent mortgage debt of
depreciated plant(1l) .
Percent long-term debt of -

depreciated plant(1)

For Each Year -

Percent of operating revenues(2):

Operating expenses and taxes
except income taxes ("oper-
ating ratio")

Operating expenses and taxes

Depreciation

. Maintenance
' Net income on common stock

Interest on long-term debt - t1mes earned:

Before income tax
After income tax

(1) Excludes acquisition‘adjustments,
(2) Rate reductions were made in 1960,

1960

1964 1963 1962 1961
32,7 33.6 34,0 35.2 37.1
45,8 47.4 48,6 50,3 50.8
63.8 62.9 62.9 62.6 64.1
78.4 77.7 78.1 78.6 79.1
12.6 12.7 11.9 11.2 11.0
5.6 5.3 5.6 5.6 5.3
17.8 17.2 16.8 16.2 - 15.9
7.43 7.07 6.75 6.87 6.48 .
4.45 4,20 3.94 3.89. 3.76
1962, 1963 and 1964, the most

significant being a $13,000,000 reduct1on in June 1964, Wthh
reduced 1964 revenues by approx1mate1y $7,500, 000
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of Commonwealth's.$S90,000,b00 aggregate prihcipal amount of
1@Lﬁst mortgage bonds now oUtsténding; a total of $465,000,000 were sold
through public offerings‘in'eight of the 17 yearé'during the period 1944
‘through 1960. Each of these eight bo.nd i;su_es, .frt.)m the $155,000,000 -
:largest to the $30,000,000 smallest;_when initially offeréd and eQer
since then, Has been rated Aaa by Moody's Inveétors Service and given_
similar top ratings by Standard § Poor's Corporation and Fitch Invéstots-
Service,. | | _ |
Separate issues, aggregating $308,000,000vprincipa1 amount, of
Commonwealth's sinking fund debenturé§ were sold tHroﬁgh‘bublic offerings
in seven of the 13 years during the period'1949 through 1961, Each of
.these seven debénture iss‘ues,’f‘ermAthe $'50,.,0AOO,00‘0 largest ones to the
$20,000,000 smallest, when initially offered and ever since then, has
~been rated Aa by Mbody;s Investors\Servicé and given sihilar next-to-top
ratings~byisfand$rd & Pobrfs Corpqréffoﬁ and-Fitch'InvestorSgService. Over
mth%‘yehrs.reacquisitions;‘canceilatiéns and rédemptions'from'thé se?en.
issues of debentures for sinking-fﬁnd purposes have reduéed their out-

standing total principal amount tdf$232,728,000.at'September 30, 1965,
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None of the seven separate indentures, under which these debentures were
issued ‘and are outstanding, prov1des for, and none of such debentures are
entitled to, any lien agalnst any- phy51cal property or 11cense or franchlsc

.\cd by Comnonwealth.

Section 50.81 of the Commission's regulatlons, 10- CFR 50~81

prov1des that consent to the creatlon of a mortoage lien on a 11censed ‘

ut1llzat10n facility is not(requ1red provlded-that:certaln spe;1f1ed

requirements are met., The terms of Commonwealth's MOrthEe indenture;

securing its mortgage bonds, will automatlcally create a 11en on Un1t 2
" which meets all of the spec1f1ed requ1rements set forth in Sectlon 50.81,

Accordingly, no consent to such lien is requlred though it may be noted ~f
»dat the Third Supplemental Intermedlate Dec151on, issued in AEC Docket 50~ 10,'
October 11, 1960, prior to the promulgatloh of Section 50.81, granted |
coneent to such lien on Unithl. ,PertinehtveXCerpts_of the Commonwealth
mortgege indenture were received in evidence in AEC Docket No. 50-10,
September 26,,1960, as a:pert of Item 6 of AEC(Staff Exhibit No. 1 and
are_incorpotated herein by reference. There"have.heen no changes inb |

such mortgage indenture since that date.

. October 4, 1965



