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PROTEST

Minneapolis, Minnesota
May 19, 1979

District Director of Internal Revenue Service
316 North Robert Street, Room U446
St. Paul, Minnesota 55101

Attention: Examination Division, Review Staff

Dear Sirs

Protest %45 hercby made to certain adjustments contained in your
examination repert for the years 1972 and 1973 2nd the related
carryback changf: to the years 1970 and 1371, in the amounts of
$3,112,510, $9,834,349, $1,603,017 and 34,0'3,“93, respectively.

(1) Reoquest for hearing:

Taxpayer requests a hearing in the Cffice of Reglonal
Director of Appeals.

.
.

/]

(2) Taxpeyer's neme and addres

Northarn States Power Pompany‘(ﬁinn‘ te) HB1-04480320
and Affiliated Corporations ’

iy Nico¢1~t Mall

Minneapolis, Minnesota 55401

.

(3) Date and symbols

o

)
SR it ———
L

from the letter transmitting the proposecs

iL

a('J‘u‘} vhenvas

Mareh 21, 1979. E:R Room 446

(4) Tax years involved:

Year ended Decenper 31, 1970 Carryback year
Year ended December 31, 1971 . o
Year ended December 31, 1972 Examination year
Year ended December 31, 1973 o L

(5) Adjustments with which the taxpayer does not agree!:

The adjustments ¢ which NSP objects have been grouped into
five categories and will be diocuw"vd in the order of the
following summary



Group
No.

Report
Item
Rumberp
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h. 10.
J. 11.

Iee 7.

h.

i

h. 5.
ITC 4.

Description

The date “he Pralirle
Island Nuclear Plant
Unit 1 was placed in
service. "

Depreciation of Plant and
Fuel

Expenses Between 12-16-73
and 12-31-73

Section 38 Qualified
Inveztment Tax Credit
Property

The useful life for
deprcclation purposes
of the Inver Hiils and
Vheaton Gzs Turtine
Peaking Plants,

I‘ll' vuvees A4 a4

Hills | $

» - &~  {— 1.7 )
Depreciation -~ Whe
" - - £ . g ~ P 4 4
Vheaton Deferred Deblit
hl -
L"l‘l_ rons ,‘ re

Power pla:

Replacement of High
Pressure Spindle Due %o
a Xink in the Shalt -
Black Dog #2
Replacement of High
Pressure Spindle Due to
Cracking of the Shaflft -
Rlack Dog #3
Bection _\.\' Frope
Capitalizing €h
e

Abov

Value of St. Croix land

An Appraisal Made After
the 1972 Return Was

Filed Increased the Land
Value by $403,800.

During audit, &n increase
of $176,976 was deter-
mined by the Englineer,

for
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$17,466,133
100,385

206,637,882

85,679, 186,716
935,056
(22,390)

440,705 209,351

3N9,;6: 43,741

(790,072) (253,092)
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authority to restrict the depreciation deductlion to
plants that have successfully demonstrated daily
operation, the operational test cycle, and

= aceptable power tests. The use of the wWord
"operational” does not, in NSP's opinicn, move the
poiat in Lime that depreciation begins from the
point at which operations are about to begin to the °
point at which successful dally operations are
established or operational testing is complete.

The Mcaning of the Word Operational in Fxamole (114).

-,

The dictionary definition of operational is "able
to function or be used; functional:" as in "How
soon will the trucks be operational? . « « ".

Substituting this definition into the wordling 1n
example (141): "Equipment is acquired for a speci-
fically assigned functlon and is (able to function
or be used) but is undergoing testing to elinlinate
any defects . . ." (is considered in & condlition
or state of readiness).

To put the same complete thought into different
words, a plant that has reached the point of belng
able to function is considercd in service during
the testing process. It 1s NSP's c¢contenticn that,
ased on example (iii), a plant must be considered
in service despite the fact that the testing pro-
cess and the potentlal or real defects can bdbe
expected to interfere with or prevent either nor-
mal coperations or optimum sroduction. This view of
the meaning of example (111) does not impose an
additional requirement for suc essful operations
not contained in the general rules or examples one
and two discussed above, but {s instead entirely in
harmony with the 1itepral meaning of the words
neconditicn or state of readiness", in that the
event that triggers the bezinning of deprecliation
in example (i1il) also occurs vefore or right at the
point of the commencement of operations.

Summary

The Law and Regulations place the key event
triggering the Tnvestment Tax Credlt and the con=
mencement of the depreciation deducticon at the
point the plant i{s ready to begin producing 15
product. Example (111), read in its entirety,
clearly places this point at the beginning of the
operational testing period rather than the end of
the operational testing period by stating that a
plant in the process of being testea 1is considered
in service. .‘?n;‘qwnfmﬁ
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Summary

The courts support the NSP position. The point

at which depreciation begins is at the end of

the construction period, no later than the start
of actual operations. A system 1is considered
operational within the meaning of section 1,46~
3(d)(2)(1ii) of the .Regulations when it 1s capable
of producing the appropriate product, even though
the system has not reached optlmum performdncv

Rebuttal to the National Office Technical Advice Memorandum

The six s
page 4 of
categories

A

RSP

1'

tatements or reasons given in the Memo, listed on

a
this protest, can be grouped into four
OCperations - the lack of adequate operations;

Testing - the lack of completion of the 09aration31
test cycle;

Breakdown = the blade fallure;

P T T . = % s O oI | 3 . & Y 1 W ey S (R | " . - 11 X &
Corporate Corrcspondence ~ the "operational plant" wlth
Beve velh & B ey
bl’\‘x.‘cf U D LTl DLAUES & %
o FRRY S ¥ e CPE e easBaia it b g . x & i sty s Sy
offers the followlng reduttal TLO these sta menuvs .
.
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Operations - the Lack of Adeguate Operatlons

e TP i e e S e e e e 2 A e g Rl s

The Memo's conclusions about the magnitude ol opera-
I3 are nct .upported by the

kilowatt hours of e
. 5t - by 2 d Y P %
sumed by the 3 million pecplie in

tions in December of 1973 y

facts. The plant operated extensively and successfull,

from December 4 to December 17, until the blade

fajlur The plant produced 26.9 million kilowatt

hours of ity, using about 6 million kilowatt

houv“ - p S8 he 21 million

net kil« ; has a retaill
"]u“ T 10 ¢ value of
»_)tlk-,\«u\l. Dupring the 24 hour period befcore the turbine

blades failed, th: plant generated about 5.3 million

ied e electric power con-

3 <

b I 9 -~

ut 44 million
)

during this 24 hour period was abo

kilowatt hours. The Prairie Island Plant, thereflore,
previded about 12% of the ISP system's energy ”“"*w;
this 24 hour period. The City of Buffalo's municipal
‘system purchased 22.7 million kilowatt hours of
electricity from NSP in 1973. The 21 million net
kilowatt hours of clectri.iry produced by the plant in
December would, therefore, pply the approximate
annual consumption of a c*tj wi h a population of

3,000.




The operations of the plant in December were substan-
tial, not "negligible". The plant proved it was ready

to operate, to perform its specifically assigned func-
tion by operating and performing successfully for in
excess of 200 hours. It operated "dalily" for elght

days, and steadily above the 20% power level from ‘
December 13 through December 16.

Testinz - the Lack of Completion of the Operational
Test Cycle s

While NSP submits that applying an additional test that

e
requires operations to the literal meaning of the
phrase "ready for service" Is an errconecus Iinterpreta-
tion of the Regulations, NSP will now assume for the
purpose of this argument only, that a certaln degree of
operational success is implicit in the ready for ser-

vice requirement.
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wecouse the general rule place
depreciation deduction begins

ready to operate, any implied
immediate operztions be succe
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The burdens placed on a tax
NSP rlant's readiness outli
go far beyond the obligation
plant was ready to operate.
the system following cach atc

a test eycle™ and t
"following acceptable power
subsecquent operations to provide evidence proci or
«disproof that the plant was ready to operate at the
time the operations in question besZan. These phrases
would, if allowed to stand as valid requlrements, move
the beginning of all deprecliaticn deductions to the end
of the operational test perlod.
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The additional requirements described in the Memo are
not only out of harmony with the Regulations, they are
also unrealistic. The Memo appears to require testing

~at 100% for 10C hours as the test the plant falled,
This test level would be an 1mpo sible requirement for
the government to administer. What would happen to
plants that have an uncorrectible desizn error? If the
warranty says 100 megawdatts and the actuzl maximum is
90, would the plant be forever non-depreciable?

The testing requirements of the lemo are also vague and
subjective. For example, the Hemo writer CORCIUuPS
that 200 hours of successful operations and the 21
million kilowatt hnours of electric power preoduced are
"negligible®, The Memo writer describes "attempts to
complete the operational test cycle" without telling
what an operational test eycle is. HNuclear plants are
constantly tested throughout their useful lives. There
is no such thinz as a c'omp‘etf> operational) test cycle
as the Memo 1s acplj ng the phrase to NSP's "negligible™
operations. The szne problem is contatned in the phrase |
Maccepltable pcxn" tests". The tests per? "ned helore

the blades faliled were acceptable to NSP engineers and

“ the Atomic &nergy Commisslon.

1 It must be remembered that the failure which occurred

ont December 17 was not of the nuclear powered
generating plant, to which the writer of the Memo scems
to be directing his attention, dut rather was ol the
low pressure turbine, for which there were no power
tests prescribed.

Suvnmh ﬂ’:,

It is the poslition of NSP that, contrar; to the Memo's

conclusion as to the plant f:iling in 1973 to pass a
' test or tests implied by the term ready for service,

-
)

: the immediate successful operaticn of the plant rein-
. forces the conclusion that the plant was ready fer sepr-
vice on or about November 30, 1573. |

3+ Breardown-the Blade Pailure

From discussions LSP has had with local and naticnal
office IRS personnel, it is obvious that if the blades
had nct broken, there would be no in-service problem.

to

2. Also see Revenue Rulinzs 70-428 and T6~250, generacing plants

declared in service with legs testlng and act: ql onnvations than

Prairie Island I and Revenue Ruling 76-238 where March 26, 1973,

the date the plant was capable of producing a saleanle product WS

the in~service date rather than June 30, 1973 the apparent end of a

serles of test runs designed to 1HCPCBQQ production levels and

improve the quality of the product. - m]ﬁxﬂ
i




There 15 also no question that if this identical blade
failure had occurred at a seasoned plant, and it has,3
that the blade failure would not have prevented depre-
clation or even have ralsed any question about the
depreciation deductlion. A .

The blade failure and particularly the timing of the
blade failure iz the key, the crux of the matter. The
question is very simple. Hypothetlically, should a
blade failure occurring after only four days of opera-
tions give a different result than a blade failure
after four years of operations?

It is the position of NSP that a blade falilure of the
type that occurred on December 17, 1973, after 200+
hours of successful operations, has the same impact
upon the depreciation deduction as the exact same type
of blade fatlure that occurred December 16, 1975, at
our second Prairie Island unilt after 200+ days of suc~
cessful operations, which is clearly no impact at all.

The technical advice memorandum mentlens in 1ts conclu-
sfion ". . ., a thirty hour demand . . . (at) nowhere
near its carnacity caused a major failure that was not
corrected until the following year". The inference
that there is a cause and effect relationship vetwe
the "thirty=hour demand”, or more accurately, the 200
hours of operations and the failure, 1s contrary
facts. $

2 rr U

£

The fact the blades failed after only 200 hours 1s not
a reflection on the status of the construction of the
plant. The plant was

blade failure was the resu
unexpected source. T

to dampen vibrations
and unusual source caus
the longitudinal axis from &
bine. The conditions that cal the damaging wibra=
tions were the result of Unigt circumstances, the

occurrence of which could not be reasonably predicted.

lete in all respects; the

1t of vibrations ifrom an
rbine was properly designed
s own sources, Thnls new
% sions to travel along
enerator to the tur-

1

4. There are three other Westinghouse "power block o6J" tur-
bogenerators that have had blade fallures traceable To the sanme
origin. The three other units had fallures after operating 1, 2=
1/2 and 3 years and had produced 3, 9, and 11 billlon kilowatt-
hours of electricity, respectively, at the time of the fallures.

4. Coincidentally, another Westinghouse "power block 80" plant was
out of service from October 21, 1973, to January 22, 1974, for . . -
repair of a blading failure. This plant, howevgr, was I years odd ||
and had produced 15.6 billion kilowatt hours. \LJQyQ,u; RGN L

‘
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The conditions that created the particular vibraticns
that unfortunately matched the ressnance of certalin
turbine blades and allowed these vibrations to travel
undampened through the turbine generator are the result
of the chance coming tegether of a number of factors.
It is thought that if the conditlons of elther lSP's
trancmission system or the generator had been only
slightly different on December 17, 1973 at 6:15 a.m.,
the blade failure would not have occurred.

Summary The timing of the blade fallure is related to
the chance coning together of a number of factors. The
timing is unrelated to the running time of the plant
This being the case, the blade failure 1is unrelated
the construction completion question and irrelevant
the in-service question.

to
t

Corporate correspondence-the "aperational plant® witl

broken turonine biades

O e | i e

The corporute correspondence mentioned in the Rationale
portion of the memo is the document that r:w:fcrred for
accounting end regulatory purposes the Pralrie Island
Plant from  the coastruction department of hJPCSCFH
States Power to 1lts operating departme nt. This was

done in recognition of the fact that the~constructicn
phase was over and the operational phase had begun.

$s totzlly independent of the decision to transy

.
2

This internal corresponGence is entirely irreleva Lo
the question of whether the plant is or 45 not in ser-
vice for tax purposes. The tax in-service date 1s
defined in the tax law, and the determination thereof
sfe
1

re.ponsibility for the plant, including the blad
problem, from one internal depariment to another,

The decision to transfer the plant from the construc-
tion to the operating department was made on December
16. The decision was simply not recorded until
December 18.  In any event, foreknowledge of the plade
failure would not have caused a different decision
becausze the blade failure was an operating, not a
constructicn, problem,

The Company has not asked IRS to consider the plant in
service on the grounds of this internal responsibility
transfer.

The inclusion of this bit of information in the
"Rationazle' section of the ifemo, Including the
apparent contradiction in "ooerational" status
existinz at the time the correspondence was signed,
adds nothing to the information necessary to declde
the pertinent tax question.
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Concluslion

The plant operated for a long encugh period and with encugh
operational success to demonstrate conclusively that the
plant did reach the point of belng in a condition or state
of readiness and availability for electrical energy produc-
tion en or about November 30, 1973. »

pall B B Eaall B.EEEESSEaal e

Section > .46-3(a)(2)(111) makes 1t clear that the exlstence |
of a defect is compatible with the depreciation deductlon |
even in the early operational stage of a plant. }

The occurrence of an event that made a complete and otherwise
operational electric plant temporarily shut down for

repairs does not make the plant inoperative for the purpose |
of the ready for service determination. The subseguent |
blade failure cannot be distinguished from other blade

failures or mechanical defects that appear at various times

in the life of all power plants and all mechanical devices,

The Useful Life for Depreciation Purvoses
Hills and Wheaton a
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Northerr: States Power Compuny (WMim
wholly~owned subsidiary, Herthern
(Wisconsin), are operating public uti’
the generation, transmission, and dis

&
VSO

tizs engaged in

o
ates Power company
'1 4
tributt=» of

electricity throughout a 40,000 souare mi’ vize |
area in Minnesota, North Dakota, oG. Lis we .-vu, and
Wisconsin. .

NSP uses a system-wide power grid to furnish electrl-
eity to its customers, rather than utllizing specific
plants to furnish electriclty to speclric customers.

In deeiding which plants should be ln operation at any
given time, NSP considers total system demand and the
production ¢costs of the various plants. NSEP's varlous
types of plants 1listed in order of preductlon costs
(from lowest to highest) are as follows: hydro planis;
nuclear plants; large cozl-fired steam plants; smaller
coal-ired steam vlants; and oil-fired plants, The
decisions as to whieh plants operate at any particular
time are made in the Systems Operation Department which
is located on the eighth floor of NSP's general office
building in Minreapolis. The hydro and nuclear plants
are operated as much as possible because they are the
. cl.eapest to operate.

The Inver Hills Generating Plant and the Wheaton Plant |
are each peaking plants employing six gas-turbine |
. powered electric generators. These plants were built
in order to provide enerpgy to meet peak summer energy .
demand on a system-wide basis. DBecause cgg_ysg_:nkﬂvxwﬁ\“s |
: (D] = 1t {;‘
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Taxpayer's Hame: Northern States Powexr Company
Taxpayer's Address: 414 Nigollet Mall

Minneapolis, Minn, 55401
Identification No.: 410446030 _
.
Years Involved: 1973 oLtk
L7

Legend: Kl
Taxpayer Northern Scaces Power Company
Ruclear Cenerating Plant Prairie Island No.]
State ~ A Mionesota
Gity -~ b Minneapolis
Issue:

Whether the tasxpayer's nuclear power plant was “placed
in sexvice" during lf?j‘uiih}n'th: qg;njn;_of sections 1.187
(a)-11(e) (1) (i) and l.4b=-3(9)(L) ana {2) of the Income Tazx

¥ Y! TLE | 1 5
c. \Au\ -t .‘_lll-Jl - -
Facts:
Thie taxpayer was incorpc rated in 1909 unler the laws i
& A, L [l ol DR R Sl (o \ & 2
T b taks % e .Ls..l 8 g ¥ l..~-."..< (W R e _s TP < Lottaorietl L Cies e
. Taxpayer and its subsidiaries are operating public utilities
engazed in the geueraticn, transzission and distribution
of electrieity throughour a 40,000 sguare mile scrvice
area in al states, and the di:toibution of gas in 706
communiti hin this area,

The work relating to the nucle ar power facility began
with site preparation in October 1967, followed by foundation
condrete work on June Z0, 1968, The nuclear power plant
was eonstructed for the taxpayer pursuant Lo a conlrack.

A vandor was to furnish the haydware and to provide
:’id?(;l\dl\' cemonstration of performance such as 100-hour
test and all other appurteneat eguipment parforming suitably
w1LHLn design rating withcut over- -load, excess velceity,
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Northern States Power Corpany ,

hd . -
or emcrpachreonts oa MAXrging such as clesnlinens Iactoxs.
This in «Finct, fe part 07 &0 agrees e get Leorth in a

letter between the [ztthf when planning for iie nuclear
power systenm began in lf¢7.

l

“rwAn interin onnva '.In'- 1igcensce f(w NTeONSY rotioral testi..“
purpoo.s cor to cweocd LAZS megouoiia thorral (20 percont 3
of vated soucyY cmd Sor abomgy SN gramesitsn (oS, SS e
330 WPGAWntL. rhermal (20 neveeni oo rated noveri :Aas sesued
by the Atorie Eneray Cor=i=aion in Srrvat 1073, seicing forth
Leriag ond overacioe COeNu D iaas celevin. to Lime W tedy Slank.
gt o P e LB N - S & i Vo LS e AL e Ve Mt iR o
llnhnnn .'"'.(..'. or _,‘.n-\-I! :'.'.' ?(. il o "?,_.'1; by On B 1'-:{:‘ “ e
were igsuved., Wich the insuvence of t‘\ Auenst licspce, tne
L.Q:.}.(-‘--;.u_;, B \IL ai:,ulfld...’.‘.ﬁ 3% i heis :.:- X7 N s f:‘:.:’_;, ::‘.;
Jetails of vhieh were a part of LLN»;"Ll § PropYeus rerort
o™ f"‘"\h f  k cial o ““:' :\Ay---.': fqr_'-\ l—\ﬂ _f_."' t ;"t‘;ﬁ“\v" =ﬂ' . B :‘.'\.'(' i
August 1274 for submissicn to the ALC, Pirecio: \?.chalazién.

Critiesrlisy of the nmucleay ¥eioooy oy uhe prnersEing

Plx,nt was 2cpieved ov peceruer b, atro, anu srnerIoealisu With

e o | e ~ o gme Yty 3 i WS PR
the 01¢L:-Lbn;cn system on Decercis &, 19735, . Tolisuins
S}I’(‘ﬂ" % 7Y 1()3’\" oo __‘“.3".3_'_._““\‘ QL E‘.( . RCHY 3T LU . » ; Lo g\'\-) -

- X ol O o R - ) o o “vw e e Y
M (for a '“‘°“f"‘ 1450 ¥1 syster cehisved by Che pover
- N Y =
- A

: C
plant vntil fa J]U’" oceivrred on B

day dil(l tnu\. 1)\ln&.. L.)(,L..u‘.l'(ul y e J\‘-’.L.k‘, CHé .L-.:.rt-;;::,

Jetter dated December 14, 1073 £roc che ionapcy ol JOWSET
producticn to the General Hanager, Plant Enpinceving and Con-
struction declared the neelear piant uas gperacicital as of
December 16, 1973, Details of powar level genesciion foon

1
Dev Pbar 1. 1973, leading up to the tuchine failure ox
gl S} 2 [&] I3
or 17, 1913 are:

. 1) the nuclear powes cysten produced en an {rsoarmittent

LAY ’(.~‘

2 g & £ - gemy - v -
basis, 26,900,000 groscs RN of energyy ¥EGaCHIND O

animuin peneration of 223,030 K\,

2) the tiwe period on en intermittent basis, o tho
powexr level of 19, 460,000 pross Rl corrzspenced

to the test ef D Cﬂuhcr 1, 1873 throtgh
15, 1973 oxr fov 213 hours of operaticy;

3) on December 15, 1072, power outnut was raised from

approx:mutelv 500 M to 800 IW for a tot

t
BrOhlmdlcly 25 hours of opﬂLQtlaa at appr
0% of capacity, and on Pec serber 17, 1973 a turbine
as

' failuxu occurred. Power generation ¥
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Northern States Power Company

resumed at a low level in Februpary 1974, follow-
ing generator modificacions. Malfunctioning of
the turbine continued to occur forcing generator
shutdown in March 1974 with repairs continuing
into April 1974, Later in April, generation

was resumed with power increased to 90% followed
again by a turbine failure. In July 1974, the
generating plant was again synchronized into the
power grid and tested at 1007 power generation
in mid July 1974, ending up a 100 hour warranty
test in August 1974,

Applicable Law:

Section 38 of the Internal Revenue Code of 1954 allows
a credit against Federal income tax for gualified investment
in section 38 property, and the determination of what property
qualifies is made in accordance with the rules provided in
section 48,

ig first

or state of readines:
specif sssigned function whethex
in the producticn of incowe, in a tax exempt

a persona iniry, In general, the provisic
and (d)(2) of section 1.46-3 shall-apply I ! surpose
determining the date on which property is placed in service.

Section 1.46-3(d)(1) of the regulations provides that
for purpose of the credit allowed by section 38, property
shall be considered placed in service in tue carlier of
the following taxable years: (i) the taxable year in which,
under the tazpaver's depreciation practice, the period
for depreciation with respect Lo such property begins; orx
(ii) the taxable year in which property is placed in a con-
dition or state of readiness end availability for a specifically
assigned function.

Section 1.46-3(d)(2) of the -egulations provides that
equipment acquired ly a taxpayer for a specifically assigned
function in his trade or businiss that is operational but is
undergoing testing to eliminate any defects is considered
placed in a condition or state of readiness and available
for a specifically assigned function.
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Rev. Rul. 76-428, 1976-2 C.B, 47 states that a nuclear
electrical generating unit was fully operational on Decemberx 3
23, 1975, even though it would still undergo further testing !
to climinate any defects and it would be considered placed .
in service., Criticality of the reacCor had been achieved. ——
All critical tests necessary for power operation and BT
synchronization were performed prior to date unit was ot A
placed in se- sice, The nuclear olectrical generating ¥ vl
plant was partially shutdown on L cember 24, 1975, due e
to an abundance of hydro-gene: ted electricity rather
than to any problems concernin the unit.
Rev. Rul. 76-256, 1976-2 C.B. 46 states that where a
coai-fired electric generator unit was first placed in jriant
service, the necegsary permits and licenses had been bt
approved, the critical tests for the various components v
were completed on the components systems and the facility Mkl
was in daily operation to assure that the generating unit
could operate in its intended manner. >
‘ i)
Rationale: 1 y
The sequence of events summarized earlier from the [
taxpayer's report to the AEC clearly illustrates the status :
of the generating plant in view of the several wli.ompls
made to achieve the conditions of readiness and opcr;tional’ —
gtatus as called for under the regulatcions. . an
ot
0f particular importance 1is the lack of adequate b el
demonstration of daily operation. Flectrical power genecra= e
tion for approxiuately 30 hours ocecurred after the taxpayer f]
congidared the plant placed in service, pecember 16, 1973, NS
but the generating plant was foreced to shutdown on Dec- t%@;
ember 17, 1973 due to a turbine break down. Kéi-
Foa
Corporate correspondence dated two days after the L »:ﬂ.
taxpayer considered the plant placed in service, December ‘f;l
18, 1973, acknowledged the turbine failure and claimed the Y
electrical generating plant "operational' as of December el
16, 1973, with only 30 hours of operation in which the Py
wor escalation was abruptly halted, an obvious conditien ij
belying operational status. 3
- * 2 ‘;_"*.
P |
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/
In the 243 hours of generation in early December s
1973, caution should be exercised here in interpreting 1 e
the maximum of 223,000 K of electricity produccd,  Thais g ot
only mcans that at some interval of time, and indeced a
small interval of time the system produced a maximum
223,000 K. In affect, the nuclear power facility X )
operated for 243 hours at a negligible power output brs
level. » '
b ot
Conclusion: Fer
| | =
The nuclear generating system was not “nlaced in =
gervice” due to a major malfunction causing failure of ~
the system following cach attempt Lo complete the opera- ;
tional test cvcle, This malfunction was not corrected
until the following year. ¥
Wplaced in service" for tax purposes is a factual 5
determination which covers criticality achievement for o=
the reactor core and synchronization of all systems Py
complete with the unit's power distributed to the grid "
system in eficct following acceptable power Lests before
operaticnal reguiremeats are met, In the instant cascg,
a thirty hour demand, after Laxpayer considered the plant
: placed in sexvice Lor powex generacion novhere near its
capacity, cauvscd 4 major faliure that was not corrected e
until the folleuing year. Hence the several bezinnings :
of testing or power escalation resulted each time in #
failure in the time frame under consirderation, é;
' In view of the above, synchronization of an electrleal -
power generating plant alone does not make the plant ~
pparational, Awsc, durinz the period following the power pe
escalation, the testing cof the nuclear power generating i
facilicy for demonstrating its specifically designed function, g
was abruptly ended by a major component failure. ' tn
"

Conscquently, the nuclear power facility was "notl

placed in service on or before pDecember 31, 1973,
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NORTHERN SYATES POWER COMPANY ‘
414 RICOLLET MALL “’
MINNEAPOLIB, MINNEGOT” 85401

Ty 29 1977

Mr C Dudley Switzer

District Director of Internal Revenue
316 Xorth Robert

St Paul, MN 55101

Subject: Regquest for Technical Advice
From the National Oifice

Re: Northern States Power Company
I D Number 41-0448030
Taxable Year 1973

Dear Sir:

pursuant to Section 601,105(03(5) of the Code of ¥ederal Regulations,
Rorthern States Power Company respectfully requests that you yefer to
the Rational Office (Assistant Cormissioner, Technical), the gquestion
of whether, bascd on the factcs set forth below, the Prairie Island
Ruclear Generating Plant, Unit I, was Yplaced in service" during 1973
within the meaning of Secticns 1.46-3(4) and 1.167 (a)1ll(e) (1) (1) of the
Regulations,

The question developed duripg the exzmination of cur 1973 Inceme Tax
Return, which is currentcly being examined by St Paul District agenis.

Technical advice from the Naticnal Office is warranted because ths
jssue is complex and also to wmaintain uniformity.
H -

The statesent of facts and points at issue that follows is a joint
statement agreed to by bolh the Dlstrict examining officer(s) and

Rorthern States Power Company.

STATEMERT OF FACTS

Ceneral Matters

Northern States Power Company (NSP) was incorperated in 1909 under the
laws of Minnesota. Ts exccutive oifices are located at 414 Wicollet
Mall, Minneapolis, Minnesota 55401, NSP and its subsidiaries are pre<
dominantly operating public utilities engaged in the generation, trans-
mission, and clstributicn of electricity throughout a 40,000 square mile
service area in Minnesota, Kerth Dakota, south Dakota and Wisconsin, and

the distyibution of gas in 78 communities within this area, Northerm . |\
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General Matters (Contd)

States Power Company files its Federal income tax returns with the Ogden
Service Center on a calendar year basis and computes income under the
acerual method of accounting. For the year 1973, NSP elected the class
1ife and asset depreciation range systews and the "half-year convention
under the provisions of Treasury Regulation Secticn 1.167(a)~-11.

Generating Plant in Question

Prairie Island I is the first of two nuclear generating units located on
the Mississippi River near Red Wing, Miunesota. Each unit consists of a
Westinghouse pressurized water steam supply systenm designed to operate at
1,650 megawatts of thermal power and a Westinghouse "power block go"
turbogenerator, designed to produce 530 wegawatts of net electrical output,
Unit I first produced electricity in December of 1973, The second unit was
added at a later date. The question to be resolved relates only to Unit I.
The book cost of Unit I is approximately $234 million.

Construction of the Plant

Certoln site work began under a limited work authorization f{n October, 1967,
"he foundation ceucrete work started June 20, 1968, The construction process
took about five years. On August Y, 1973, The Atomic Energy Commission
{ssued the facility operating license, The license stated in pavi:

"}, %he Atomic Energy Comuission (the Commission) having found that:

A. The application for license filed by Horthern States Powey
Company (the licensee) complies with the standards and
vequirements of the Atomic Energy Act of 1954, as swended
(the Act), aud the Commission's rules and regulations set
forth in 10 CFR Chapter I and that all required notifications
to other agencies or bodies have beep duly wmades

. Construction of the Prairie Island Kuclear Cenerxating Plant,
Unit I (the facility), has been substantially cempleted in
conformity with Provisional Construction Permit Ro. CPPR-45,
a8 emended, the application, as auwended, the provisions of
the Act, and the rules and regulationz of the Commlsalong

C. The facility will operate in conformity with the applliecation,
as amended, the provisions of the Act, and the rules and
regulations of the Commissionj...

2. TYacllity Operating License No. DPR-42 ig hereby issucd pursuant to
an Order of the Atomic Safety and Licensing Board dated June i PO b T
and Memorandum and Order dated July 11, 1973, in accordance with the
provisions of the Commission regulations in 10 CFR 50, Sectiom 50.57(c),
and Appendix D to Part 50, to Northera States Power Company to read as
follows:...

C. This license shall be deemed to contain and {s subject to the
conditions specified in the following Coumiasjon regulations in
10 CI'R Chapter I: Part 20, Section 30.34 of Part 30, Sections
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P U h“ﬂﬁdls
’ ir.{.' " ) V) Y

R — R ———



Py
’

R aar
- L‘:’.‘i‘ljhy' M
e Lt S
v € § £
2@ Ll ]

PRIT T

of Part 70; is

¢ and to the rules,
no o o hereafter in

rions specified or

1ity for testing
ercess of 1485
pcacity), and for

'y sower levels not

=~ of the rated
see shall not
v until specifically

sendices A and B
+is license. The
Aance with the

achaical Specifi-
i8¢ a reguirenent
ated on cloged-

the maximum extent

gance and shall
e rended for good
subsequent licensing

wwhed as Dxhibit A,

tor begen on August 28,

oy to proceed beyond
ain plant evalua=
cre completed, The
wember 21, 1973. This
ing operations, the
© the completion of
inspectors, The
...the Regulatory
- af hugust 9, 1973,
~=isfied and that the
cacility Operating




i - i N e mm———wT—— R —

Construction of the Plant (Contd)

The preoperating test program simulated operating conditions by operating
every system, except the generation of heat through nuclear power,at the
designed temperature and pressure. With the November 21, 1973 letter, the
AEC concludes that there has been a satisfactory completion of consiruction
and a satisfactory completion of the preoperational tests necessary to begin
operations in compliance with the standards and requirements of the Atomic
Energy Act of 1954, The letter is also an illustration of the extent of

the AEC evaluation and verification process. This letter is attached as

[ Exhibit B,

Operations

The initial start-up of the reactor commenced at 6:30 P on November 30,
1973. The first sustained nuclear reaction (eriticality) was achieved at
12:17 AM on Decewber 1, 1973, Initial synchronization into the power

grid occured at 7:35 PM on December &, 1973. The plant produced electrical
energy intermittently for the next 12 days. It was connected to the NSP
power grid and producing electrical energy at a rate exceeding 17 percent of
the design capability for 159 hours during December of 1973. The plant
reached the 17 percent, 25 percent and 46 percent production rates on
pecerbsr 7, Decewber 0 and December 16, respectively. The plant produced
26,900,000 gross kilowatt-hoors of electric enmergy in 1973.

NSP declared this facility in service for book purposes as of Sunday,
pPecerber 16, 1673 ac 12:01 AM.

The income for bool and tax purposes was handled in the following wanner:

Before the bock in service declaration, the gross kilowatt-hours of energy
generated, multiplied by a costing factor, was subtracted from the cost of
the facility and likewise the kilowatt-hours of energy used in the plant,
times a costing factor, was added to the cost of the plant. The energy geas
cerated of 19,469,000 ¥WH between Decenber 1 and December 16 was priced at
$114,250,20 and the energy uvsed during the same period of 11,452,000 KWt

was priced at €67.458.04 leaving a net decrease in the cost of the plant
from energy geverated and ensrpy used of 546,772.16.

After the plant was declared in service for book purposes, the plant

generated 7,440,000 gross kilowatt-hours of energy on December 16 and &y 8

The energy was sold to eustowers and no boolk entry was made to associate

the value of the encrgy with the cost of the plant, Likewise the value

of the energy used by the plant from Pecember 16 to Decewber 31 of

7,946,000 kilowatt-hours was not added to the cost of the Prairie Island I
plant, This power was generated by other plants end the expense of gencrating
the electricity used in plant from Decewber 16 to December 31, 1973 was
expensed, Between December 16 and December 31, the plant use exceeded the
gencration by 506,000 kilowatt~hours.

W S SHINLEN
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The Defect

On Decerber 17, 1973, the low pressure turbine threw a blade which damaged
other blades and forced the plant to shut down. The turbine is part of the
Westinghouse “power block 80" turbogencrator. In addition to Prairie Island
Unit I, there are six other such turbine uaits in operaticn at various util-
fties. Of the six, threce have had precisely the saze type of blade failure
as Prairie Island 1. These other three failures cccurred after the units
had been operating for 1, 2%, and 3 years and had produced 3,000,000,000,
9,000,000,000, and 11,000,000,000 kilowatt-hours of electrical energy.

In the opinfon of the Westinghouse and NSP engineers that worked on the
problem, the reason the blades failed {s a design flaw involving the
harmonic frequency of the turbine generator. Apparently, certain conditions
such as pertuxbationa in the power grid (the interconnected transmission
system) must exist for the problem to arise, The problem apparentl; oceurs
when varicus factors affecting the power grid, the generator, snd the
vibrations of the turbine, come together by chance circumstances.

NSP engineers conclude that the December 17 blade failure was not related
to the pover. level at which the plant was being operated, any particular
test that was being performed nor the degree of construction-conpletion
as of Deceuber 17, 1973,

NSP belicves it had & valid danage clalm sgainst Westinghouse related to
the blzding problewm, NSP also believes the proper measure of the damages
should be the additional cost of power Incurred during the forced outages
caused by the blading problem, Under the construction contract NEP could
not rejeet the plant, compel Westinghouse to return the purchase price nor
compel Westinghouse to replace the turblne. %SP could only require that
the performance standards be wet, which Wectinghouse has accomplished
through turbine modiflcations.

license Restriction

As deseribed above, the Atemic Energy Comalssion issued the facility
generating license on August 2, 1973. In addition to requiving certain
evaluztions, modiflcationa, and tests belore actual cperations could
begin, the liconse restricted the reacloX core power to 1,405 mégawatts
of therwal power (90 perecent of the rated capacity) for testing purposes
and 330 megawatts thermal (20 percent of the rated capacity) for steady
operations, The license was cffective for one year, scheduled to expire
August ¢, 1974,

On Deconbor 14, 1973, the AEC issued License Amendment No. 1 which relaxed
the operating restriction so that the plant could cperate for power
generation purposcs at steady state reaclor core power ievels of 1,485
megawatts therual (90 percent), The license was to expire on August 9, 1974,
unless extended for good cause shown, or vpon the enrlier issugnce of a
subsequent licensing action,

On April 5, 1974, License Amendnont Ho. 2 raised the authorized power
level to 1,650 megawatts of thermal power (100 percent) and increascd the
terma of the license to June 25, 2008.

In the opinion of the NSP engineers, the license restrictions that were in

force during December, 1973, were not due to any lack of construction~

completion, or physical problem with the plant, Y‘ R ‘Cﬁfff”ﬁ”wd{lﬁk
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License Restriction (Contd)

License Amendments No. 1 and 2 are attached as Exhibits C and D.
nershi
Northern States Power Company was both the owner and construction manager

of Prairie Island Nuclesr Plant., Therefore, legal ownership of the plant
belonged to NSP throughout the construction period.

ggntrol

NSP was in couplete control of the plant facility on November 30, 1973,

POIRTS AT ISSUE

Northern States Power Company hereby requects technical advice in responsge
to the following questions:

1. Was the plant "“placed in service" during 1973 within the meaning of
Sections 1.167(a)-11(e)(L}(i) and 1.46-3(d)(1)(ii) of the Treasury
Regulations?

2. Y& the plant "“considered in a conditlon or state of readiness and
availability for a specifically aseigned function” during 1973,
consistent with the exampleg given in Section 1.46-3(d)}(2) of the
Treasury “egulations?

THE RECULATIONS AND INTERPRETATIONS THEREOF

The pertinent parte of the Repulations:
FEAnent par L RS

The ADR depreciation Regulatiaons incorporate the Regulations of Investment
Credit to define the placed in service date, The pertinent points are
fdentified and quoted a5 follows:

B1.66-3¢d)(1) "...property shall be comsiderced placed In sery
in. "

11)"The taxable year iu which the property is placed In &
¥ prag : 4 !

condition or state of readiness aund avallability for a

specifically assigned fuwetion,.."

§1.46-3(¢)(2) "...the following are examples of cases where
property shall be considered in a condition or state of readiness,.."

(ii)"Operational farm equipuent is acquired during the taxable
year and it is not practicable to use such equipment for its
epecifically assigned funetion in the taxpayers business of
farming uatil the fellowing yeav."

(A "Equipment i acquired for a specifically assigned function

- and i3 operational but is undergoing testing to eliminate any
£ defecta,"
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The requircments of the Repulations have been applied to the following
gituations as follows:

1. 1In Revenue Rulinz 76-428, 1976-2, CB 47, a nuclear power plant was ruled
to have met the requirements as of 12-23-75, the synchronization and
power operation date.

2. 1In Bevenue Ruling 76-256, 1976-2, CB 46, &2 coal burning power plant was
deemed placed in service even though a waste disposal eystem was not
complete. The rationale was that the waste gysten was corplete enough
to "not interfere with the gencrating units {ntended purpose on" (the
date placed in sorvice). The key date was also the date of initial
synchronization and power operation in this case.

4. 1In Kational By-Products, Ine vs U 8§, 39 AFIR 24 77-1406, a rendering
syatem was deemed to have been ac uired for jnvestment tax credit
purposes when it was fully installed and operational in the sense
that it was capable of processing material, even though complete
gsatisfaction in its performance had not been achieved and the contract
standards not fully mel.

4., In Revemue Ruling 69-201, 1969-1, CB G0, spare perts were deemed placed

in service before actual use under the rationale that the standby parks
are “"necessary aund gesential to the opervation of the taxpayer's business"

5. In Sears 0il Co, Inc, 17 AFTR 24 833, depreciation was allowed on &n
oil barge from the time 1t was ready for service even though it was
frozen i
yeors.

wto a canal and not put to aotual use until May of the next

THE POSTTION 0?-‘_‘22’17‘.'1”.?"f»’.’.§ STATES POWER COMPARY
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1t ie ‘he pesition of NSP that Prairie Islsnd I met the "plazed in service"
requ .cments of the CLADR regulations in the year 1973.
Lomparisons
Yhe key cvents in the construction-completion and start-up process of
electric penerating plants and the dates the events ogcurred at tha three
plants being compare d are as follows:
Prairie Lev Rul Rev Nul
Island I 76-428 76-256
Ruclear Nuclear Coal
1. Issuance of Operatiug Liconse g~ 9-73 11-21-75 Unknown
2., Completrion of Fuel Loading 5-30-73 11-25-73 Mot Applicable
3, Criticality 12~ 1-73 12-15-75 Yot Appllcable
4y Initial Synchronlzation 12« 4=73 12-22-75 12-13-75
5., Reached at Least 164 Power 12- 72-73 12-23-75 12-13-75
6. Reached at Least 467 Tower 12-16~73 Rot in 1975  Unknown
7. ¥Kilowatts cenerated Gross 26,900,000 2,651,000 Unknown
N
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Comparisons (Contd)

The comparison makes it obvious that the Prairie Island 1 plant was ahead
of either of the plants described in the Revenue Rulings above. Therefore,
absent any other relevant facts, prairie Island I would be considered
“placed in service” in 1973.

The examining agent has rafsed two additional facts vhere the Prairie

Island I sitvation differs from the plants described in the rulings. The
examining agent asserts that taken together, these two items prevent the plant
from beirg considered in service until 1974,

FPact 1 - As of 12-31-73 the plant performance had not been accepted and a

possible damage claim existed against the turbogenerator manufacturer
relating to tne blade fallure.

Fact 2 - As of 12-31-73, the operating license was restricted to 90% of the

——

rated power capacity and scheduled to expire om September 9, 1974,

It is the position of the Company that neither fact above is relevant to
the question and that these facts takrn together or separately should not
prevent the plant from being considered in service within the meaning of
the Regulacions,

RATIONRALE
3, Lack of Acceptance and Possible Claim

The lack of acceptance in the case of Prairie Island T is no different
than the lack of acceptance at the initial synchrenjzation date of

other generating plants. 1t is the industry practice for the utilicy
(ovmer) to defer equipment acceptance until the end of a rather extensive
test peried. The possible damape claim relating to the turbine blade
failure is not relevaat to the in service quurti&u because obviously
reusciesion of the contract was jmpossible. In the auelear plant situationm,
the size of the plant, the matufacturing l2ad time, the large investment
by the owner and the large cost incurred by the manufacturex male it
fupossible for the manufocturer to take back the turbine generator and
return the owner's payments. Under the contract, Westinghouse was only
obligated to vepair, replace; adjust ox modify the faulty turbine, The
decicion whether to repair or replece belonged Lo westinghouse,

The District Court faced a gimilar situation in National By-Products, Inc,
supra. It decided that neither full customer satisfaction ner coupletion
of the testing process is essential tefeore the ~“ystem can be considered
Yaequired" for inv, tax credit purps “es, Under this rationale HSP “"acquired"
the turbine generator, with no rl ht of rescission, in 1973.
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2, license Restrictions

The Regulations require property to be placed in a condition or state
of readiness and availability for a specifically assigned function in
order to be considered placed in service. Possession of the nccessary
licenses is therefore required by the Regulations., The pertinent
question is, however, do the Regulations require the license to be
free from restrictions of the type imposed in this case? NSP believes
the answer is negative for two reasons. Firet, the restrictions were
minor. Second, substantial restrictions have been permitted in other
circumstances.

The restrictions ave minor in that the 107 restrict..n did not interfere
with the actual plant operations nor would it have {nterfered with the
planned plant operations for the balance of 1973 had the turbine blade
failure not occurred,

Depreciation is permitted notwithstanding the substantial restrictions
to availability or operability described in the following cases:

1. Thz Regulations call farm machinery available for a specifically
assigned function even though the assigned function is out of
geason until the next year, Section 1.46-3(d)(2)(i1), supra.

2. Revenue Ruling 69-201, supra, permits depreciation of spare parts
before installation.

3. In Scars 01l Co, Inc, supra, an oil barge was cornsidered in a
condition or state of readiness and availability for a specifically
ssigned function even though frozen into a canal for the balance
of the winter,

&, Mutomobiles are censidered in mevvice even though the governmental
egencies that contioc astowobile operations impose restrictions on
speed and will grant only e one year license.

SUMMARY
Yhe Prairie Tsland Plant did operate during 1973 and in so doing It produced
10 times the electricity im the year in questiou &5 the nuelear plant
described i. Revenue Ruling 76-428. A plant that did operate must be con-
gidered to have met the requirements of the Regulations that only requixe
the plant to be ready te opevate. The license restrictions did not proevent
nor interfere with operations. Acceptance of the plant is not essentlal
before the plant can be considered "acquired" by the owner.
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Based on the facts as stated above, the Prairie Island Nuclear Generating
Plant, Unit I, was first “placed in service” in 1973 within the meaning of
Sections 1.46-3(d) and 1.167(a)11(e)(1) (i) of the Regulations. Therefore,
based on these conclusions, we respectfully request that you issue techni-
cal advice that the depreciation deduction and the investment tax credit
related to this plant are allowable for the year 1973,

REQUEST FOR CONFERENCE AND COPY OF MEMORANDUM

Pursuant to the provisions of the Code of Federal Regulatioms, Nerthern
States Power Company requests a conference in the lational Oifice and an
opportunity to submit additional information for consideration before the
fssuance of a technical advice memorandum in the event that a decision
adveise to N8P is contemplated, Northern States Power also requests,
pursuant to the provisions of the Code of Federal Regulatiou, that a copy
of the technical advice memorandum be furnished to it.

Questions or comments concerning this request should be directed to the
undersigned at (612) 330-5907.

A power of attoruey is attached authorlzing two persons fraom the Washington

office and two persons from the Minnespolis office of Haskins & Sells,
Certified Public Accountants, to act on this matter on behalf of Nerthern
States Power Company.

Sincerely,

NORTHEEN STATES POWER COMPANY

By

——

G § Pettersen, Controller

Attachuents
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Februvary 27, 1978

" Hr Albert L Yoodman
‘Chiefl, Appraisal Section
koginecring and Valuation Branch
o Internal Revenue Service (T:C:E:A)
Wastiington, b ¢ 20224

Re: Korthern

States Power Lompany Request
for Tecimical Advice; Depreciation on

" Prairie fsland wuclear Generating Plant
! Dear Hr Woodnan:
At the conclusion of the couference in Washington on February 7, 1978,
E it was our understanding that we, Northern States Power Company ; would
“ submit additicnal information relating to the pending request for
‘ technical advice and, in addii lon, restate the esscence of our arpument
; : that we are entitled to cotnence depreciation on the subjeet facility
! in 1973, 1In compliance with this vnderstanding, we enclose herewith a
copy of: .
i
1. Description of the Preoperational Test Program
i i &
‘ (Exhibic A).
-
2. List of Preoperational Tests iith Coupletion bates
(Exliibit B).
3. List of Start=Up Test Sequonce Through Low Powver
Tests With Completion Datos (Exhibic ),
i

The question whether depreciatio
mence in 1973 turrs, in our view
placed in service" in 1973,
l.lb?(n)«l!(«.-)(l), "(p}rupcri;‘ 15 first placed.in ‘service when firse
placed in a condition or state of rveadiness and availability for a
specifically assigned funetion eanss” It is our contention that the
subject f.'lciliLy was first placed in a condition of readiness Lo pener-
ate clectrical pover for sale to customers, its specifically assigned
function, on December 4y 1973, for it was on that date that the facilivy,
in fact then Kenevating electrical paver, was synchronized into the
Company's porer grid,

' on the subject facility is to com-

» On whether such facility was "first

Pursuant to Tre Fury Regulations Section

}

BAAR ABIAINM
~
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significance of synchronization,
A newly unmtruclmlnumlcuhqmwrnululvctrhnﬂ penerating facilicy,
cositing some 234 wi)lion dollars, is to be integrated into an celectri-
cal supply systen costing in the billions of dollars, It would scem
inconceivable, as we vould expect vou to fully appreciate, that the
ronunsiblv engincors would attempt such lutepration, consideving the
costs of the equiprent involved and the enormous damape whicl could
result from an equiprent failure, if they did not feel cortain that tr-
new facility was in fact in a condition of readiness to perform within
the grid., The prevperational and the cold and hot shut-down tests, as
well as the significant zereo pewer tests, indicate in our view a s -f-
ficient enginecring basis for predicting at the tine of syuchronization
not only the capacity of the new facility to gonerate electrical power,
but the capacity to do so without risk of damage,

We cannot, we Feedy overemphasize the

The fact that the Subject facility genevated saleable electrical power
our view of

ne legal consequence. This would scem to be the teaching of

Seary 0] I Co., »l»ln:k.__‘\'.__ L‘u_n..:zlg"s,_s.‘i.u_x_:_.'_r, 359 F.2d 191 (2d Cir. 1960), where
depreciation was allowed ter the taxpaver's b arpe
was ready for uwse in th. taxpayer's bus i

L
for some 12 days subscquent to synchronization is in

en the basis that it
IS even though not yet
actually used, similarly, depreciation was alloved in the situation
described in Revenue Rullng 76-418, 1976-2 Coliod7, although there was
a partial shutdown of the generating plant one davy following synchron-
fzation, 1If we are carrect in dspercing that

use is not a prerequisice
to d(.'pl'v:t!'.‘:(ioi‘., then the fac

t that a component of the subicet s
i i

VS lem
failed gubs equent to readiness can

likevise be of no epal sipnificance.
Certainly this conel Mo comports with the

express regulatory Fanguage
where "placed in service”

is equated to a "condition of readiness™ to

perforia a function, and not te the actual performance of a function.

If you should not, however, agree as to the wanner in which we have
tltated this fssue or the determining law
us with what you believe to be a Correet statewment of the issue or
of the law, If you do Sereo

48 to the gtatement of the issue and the
lination en JOUT part to rule adverse to our
secm Lo be a consequence sols ly of

» We would ask Lhat you provide

2
¥
i

lawv, an ine position would

our failure ro transmit te you a
sofficient amount of the data that was available Lo
1973 and which led them Lo conclude that the subject facility was on
becember 4, 1973, in a conditicn of teadiness Lo gencrate electrical
power for resale to customers, If you should feel that this latter
case does in fact exist » Ve would be eaper to

our engincers in

malke one of our englovers
having a complete kaowledpe of the pertinent circnmstances available

to you at vour convenfence, Fhiether or wot you wish to avall yourself
ol this Opportunity, we would, in the event
adverse ruling, ask that we be afforded
this matter witl yeu in Washinptoe

You contemplate lssuing an
.. 4
another opportunity to discuss
Al
n before any such ruling is issued.

Sincerely,

¥

NORTHERY STATES POVER COMPANY be:

-

< Larscan i |
K Renguisn
Lawrence
Sather

A
¢
R EBeif (1ss)
W

Ve
By ~¢::!:$l11fftt:ii.-_-_”h.m,_
G 8 Pettersen, Lontioller /

.

%
A
b
A
J

enclosurcs

Litttefjolyd (Bripps & Mo

pan)
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g
bescription of the Preoperational Test Program
The preoperational test program was designed to assure that all
i structures, systems, and components will satisfactorily perform

. their safety-related functions. It was required by the U § Atomic
Encxgy Commission as a part of our final safety analysis report
(FSAR). The ultimate object of the test pregram is to prove the
safety of the nuclear steam supply system, The AEC regulatory
guide broadens the scope of the test program with the words "(t)he
test programs should provide additional assurance that the plant
bas been properly designed and censtyucted and is ready to operate
in a manner that will not endanger the health and safety of the
public, that the procedures for operating the plant safely have
been evaluated and demonstrated, and that the operating organization
is knewledgeable about the plant and PTOUOiYTVﬁ and fully prepared
to operate the facility in a safe wauner,"2=°
‘ Becanse the AEC testiug requirements were broadly stated in teyms
of proper design and construction, the Prairie Island pzeop?§1riunal
test program was desigued to test all of the plant systems,—  not
just the systems directly related to reactor safety.

/1. U S Atomic Everpy Comsission Regulatory Guide, 1.68 Preoperational
and Initial Startup Test Programs for Water-Cooled Power Reactors,
Hovemboy, 1973.

/2. The preoperational test propram tested plant evstems as opposed to
individual jtems. The construction testing program tested cach
individual component, such as, each pump, piping sepnent, valve
and clectrical wiring harness. These individual tests wvere
designed to demonstrate proper assembly, welding, installation
and conncction. The preoperational test program for a system

did not begin until all individual items in the system had been
tested under the construction test program,
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| List of Preopevatiomal Yests With Coroletion Dates :
Test Lo Code Description bate Complete
" ik dh ]
27.2 £1 S1 Low Head & low Head Recire 2- 3-73
f 45 e Spent Fuel Fit Cooling & Vorif 2-23-73
43.1 IS RCS Pressurizer Relief Tank 3- 2-73
43,5 7. W RCS Flow Measurement 3-15-73
43.4 RC RCS Leak Rate Test 3-18-73
4 cC Component Cooling (Cold) 3-22-73
9 su Not Functional Outliue 3-22-713
42.1 Ps RCS Pressurizer Level Inst 4-10-73
31.10 Wi Chemical Drain Tank & Pump 4-13-73
50 cs Containment Spray (MWozzle Flow Verif) 4-15-73
35.4 GS Ceneracor Seal 0il1 System 4-15-73
22 NG Misc Gas Ny System 4-19-73
3 M Reactor Makeup Water 4-23-73
13.2 Ve VC Charging & Letdown 4-26-73
69.1 1r Battery Inverter Pur Sources + 5= 6-73
69.2 co Instrument AC & Computer AC Dist 5- 6-73
335 WL Waste Condensate Tanks & Pumps 5- 6-73
35.% 1 g Auto Stop & Lube Qil 5- 6-73
| 1 vC Concentrates Heldup Tanks & Pumps 5~ 9-73
67 EA Plant 4 KV Station Aux 5-11-73
64.2 ZC Dome Recirc 5-13-73
5 SA Statien Air 5-17-73
35.8 TH Turning Gear System 5-22-73
; 3i.3 WL Reactor Bldg Sumps & Drains Piping 6- 1-73
1 68 ED Plant 480 V Station Aux 6- 3-73
31.9 HL Aux Bldg Sumps & Drains 6- 8-73 -
27.1 51 ST Accumulator 6-15-73
4 cC Component Cooling (Hot) 6-17-73
13.56.3 Ve Laundry & Hot Shower 6-17-73
72 EAC Cooling Tower Area 4 KY 6-17-73
31.12.3 WL Aerated Drain System 6-19-73
22 KRG Misc CGas System 6-20-73
G ch Condensate 6-24-73
71 EL Lighting & Misc Small Power Supply 6-27-73
11 CF Chemical Feed (llot) 7-30-73
70 ne Rattery & DC Dist System 7-10-73
% A Fil Reactor Service Tools 7-12-73
49 RTH Reactor Trip Breakers 7-15-73
2741 S1 Slave Relay Actuation Test 1-17-73
73 ERC Cooling Tower Area 480 V 7-19-73
32 . Fuel Handling . 7-19-73
27.5 51 Safeguards Logic A 7-20-73
48.1 (N paler Systen EATPI By 7-22-73.
64,5 A Ring Girder Cooling ' 7-22-73
31.2 WL RC Drain Tank, Pumps & Filter 7-23-73
74 1 AC Station Annunciators Part 1 7-23-73
64.7 ZC Neutron Detector Cooling 7-27-73
64.6 ZzC Reactor Gap Cooling 7-29-73
27.4.2 SI Integrated S1 Test Without Blackout 7-29-73
27.4.3 81 Inteasrated SI Test With Blackout 8- 5-73
27.3 ST SI High liead 8- 8-73

~ 1M\ 1l M
A i
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» ‘ Pg 2 of 3

Jest o Code Pesceription Date Complete
31.4.3 W S$/¢ Blowdown 8- 9-73
28 R Residual licat (Cold) 8-12-73
10 SS Turbine Cold Sampling 8-13-73
64, ] 2C Fan Coil 8-16-73
&0 YAy Fan Coil Condensate Meas 8-17-73
77 CA Contain Spray Caustic Addin 8-19-73
46 1l Fuclear Instrvmentation 8-19-73
25.3 Ry Logic Time Response 8-20-73
25,2 RP Logic Function 8-20-73
56 Zn Chilled Water Safepuards 8-22-73
13.5 Ve Boric Acid Transfer & Batch - 8-23-73
25.4 Ry Logic At Power Test 8-24-73
206 kD Radiation Monitoring 8-26-73
12 Cu Communiications 8-26-73
64 .4 AN Crom Cooling 9- 9-73
78 LY Pest Loca 12 Control 9- 9-73
al.1 WG CGas Analyzer 9-12-73
30 Fp Fire Protection & Screen Wash 9-16~73
35.10 i Steam Seal & Cylinder Heat System 9-19-73
16 CL Cooling Water 9-20-73
53 ZG Diesel Generator Cooling 9-20-73
46,1 11 Movable Incore Tustrumentation 9-23-73
31.6 ™ Terbine Bldg Suinips & Drains 9-23-73
31.11 WL Ron-Aerated Drain Moniter Tk & Puinp 9-23-73
7% 11 AC Station Anmunciators Part II 9-26-73
31.4.,2 WL 8/G Blotudown 9-28-73
29 Ve Boron Analyzer 9-30-73
54 ZK Battery Room Special Vent 9-30-73
35.1 El E-H Control System 10- 2-73
2 pE Deepwell Hal Treatment & Cond Makeup 10- 7-73
Gl LF SFP Normal Veont 10- 7-7
64.3 ZC Internal Cleanup 10- 7-73
76 2E Safeguards Eq Ht Rem 10~ 7-73
15 FX Fire Detection 10- 8-73
31.12.1 WL ADT Coll Tanks Pumps & Filters 10~ 9-73
31.12.4 WL ADT Honitor Tank & Pump 10- 9-72
41 S Reactor Hot Saupling 10-16-73
1 ne PDomestic Water 10-12-7%3
13.1 V¢ Makeup & Blending Control 10-12-73
31.12.3 WL ADT Conden Reccivers Pumps & Jon Fxe 10-12-73
33.1 (&N Circ Water TInternal 10-12-71
‘33,2 o Circ Yater External : 10-12-73
31,14 Wi, 800 Gal Evap WU Tank & Cone Tank 10-13-73
35411 Y Supervisory ITnstruments 10-14-73
, 24 RE Reactor Control 10-15-73
‘ 20 EC Emergency Diesel Gen 10-16-73
31.15 WL Spent Resin Tank 10-16-72
5% ZA Aux Lldy Special Vent 10-16-73
60 A Shield Building Vent 10-16-73
31.8 WL Waste lioldup Tank & Pump 10-17-73
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st of Freoperational tests With Completion tes (Contd)

Jest Mo - gode - Deseription Bate Complete
57 SN Control Bm & Computer pm Vent (Eng) 10-17-71
» 58 Z0 Aux Eldg Normal Ventilation 10-17-73
. ¢ 99 WL Laundry & Hot Shower 10-19-71
+63 p Containmont Purge & Refueling pool 10-21-73
65 ne Steam Exclusion 10-21-73
14 TO Turb 0il Trans & Purification 10-23-73
31.12.2 Y lisc Drains Coll Tanks & FPumps 10-25.73
62 YAY SIFTI Special & oB In Service Purge 10-28-73
31.4.,1 sn S/G Blowdown 10-30-73
47 WG Waste Disposal Cas 11- 2-73
33 MS Main & Aux Stoeam 11- 7.73
53 ZR Sereenhouse Ventilation 1~ 9-73
I Wi Waste Evap (2 gmn Leak Test 11-12-73
62,2 PS RCS Pressurizer Pressure Control 11-13-73
13.6.2 Ve Honitor Tanks & Pumps 11-13-73
75 YA Rad Waste Bldg nvac 1-18-73
25.1 Ry Analog Protection 11-21-73
40 RF Aux Feeduator 11-22-73
47.1 n2 Hydrogen 11-25-73
51.2 CA CGas Analyzor (Hot) 11=25-73
52 UT Heat Tracing 11-25-73
7 . FO Fuel & Diesel 0i1 11-28-73
1s AR Air Removal 12- 1-73
TOTAL TESTS = 124
N
N L
L Wiy
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