MISSISSIPPI POWER & LIGHT COMPANY

Melping Build Mississippi
PO BOX 1640, JACKSON, MISSISSIPPI 38205

28 1982

lune .

MU AEAN PRI THON IEPARTAMENT

1, 4, Nuclear Regulatory Commission
Mfice of Nuclear Reactor Regulation
h‘.l'-‘llhp"ln-ﬂ, b, 0, 555

Attent fon: Mr. Harold R, Denton, Directon
Dear My, Denton

SUBJECT: Crand Gultf Nuclear Station
Unite | and
Docket Nos, S50<416 and 50-41/
File OJ6O/1655)
Financlal Keports

AFCM-R "B

The annual financial reporta for 1981 of Middle South Fnergy. Inc,
ind South Misslesipp! Electrlc Power Association, owners of and
Migslaaippt Power & Light Company, operator of Grand Gulf Nud leay
Station, are hereln submitted o responne to the requirement ol 10 CFR
50.71(hH)

Yours truly,
) " 4

Sl ’/ -
e c (1€
/1. F. Dale

Manager of Nuclear Services

PIR/JIDR: de
Attarhment s
€ Mr. N. L, Stampley (w/0)

Mr. R. B, Mt ehee (w/ o)

My, T. B, Conner (w/o)

Mr, G, B fTavior (w/o)

M1 Richard C, DeYoung, Director (w/a)

Mifce of Inapection & Enforcement
. Nuclear Regulatory Commission
Waashington, D, C, (5 %°
Mr, J. P, O'Retlly, Reglonal Adminiatrator (w/a)
M fice of Inspection and Enforcement

U.5, Buclear Regulatory Commisasion

Heglon 11 P
10] Marfetta St,, N.W., Suilte 3100 f
At lanta, GLeorgla {ARIER!

PDR ADOCK 05000414
1 PDR rmber Middle South Utilities System

B2070704X) @20620 mpw(



Deloitte
askins Sells




Deloitte
Haskins Sells






















rOoDpe

the D













n. Allowance for Funds Used During Construction

In accordance with the regulatory svstem of accounts,
the Company capitalizes, as an appropriate cost of utility plant,
an allowance for funds used during construction (AFDC) . "Under
this utility industry practice, construction work in progress on
the balance sheet is charged and the income statement is credited
for the approximate net composite interest cost of borrowed funds
and for a reasonable return on the equity funds used for
construction. This proc:dure is intended to remove from the
income statement the effect of the cost of financing the
construction program and results in treating the AFDC charges in
the same manner as construction labor and material costs. As
non-cash items, these credits to the income statement have no
effect on current cash earnings. After the property is placed in
service, the AFDC charged to construction costs is recoverable
from customers through depreciation provisions included in rates
charged for utility service. The Company determines its accrual
rate for AFDC based on actual interest cost, net of related income
taxes, plus a stated rate of return on average common equity as
allowed by regulatory authorities. The Company accrued the
equity component of AFDC at a 11.67% rate through October 31,
1980, Beginning November 1, 1980, the rate of return used was
increased to 13.75%, subject to final regulatory approval. 4
rate of return of 14% was approved in July 1981 and was applied
retroactively to November 1980,

COMMITMENTS AND FINANCING

Construction Progranm

The Companv's construction program contemplates
construction expenditures (including AFDC) for the Grand Gulf
Generating Station (nuclear) of approximately $419.3 million,
$216.1 million, and $298.5 million in 1982, 1983, and 1984,
respectively. Based upon its anticipated 87.52% interest in
Grand Gulf, as discussed in Note 4, and a February 1983 commercial
operation date, the Company presently projects total cost
(excluding nuclear fuel) for Unit No. 1 to be approximately $2.1
billion. Commercial operation of the two units is dependent
upon, among other things, the receipt of operating licenses from
the Nuclear Regulatory Commission. Through December 31, 1981,
the Company had invested $2,184 million in the Grand Gulf Plant.
The Company estimates, pending final review of the cost allocation
hetween the two units upon completion of Unit No. 1, that of this
total, $1,723 million was ipvested in Unit No. 1 and $461 million
in Unit No. 2. Construction on Unit No. 2 has been halted
pending commercial operation of Unit No. | The schedule and
cost to complete Unit No. 2 will be dependent upon, among other
things, the commercial operation of Unit No. 1.
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' The Company has covenanted with the bondholders that it
will complete the first unit of the generating plant no later than
December 31, 1984 and the second unit no later than December 31,
1988. In the event either of these covenants is not fulfilled or
the Companv defaults with respect to either the honds or the bank
borrowings, the bonds and the bank borrowings will become due and
payable unless extensions ‘f time can be arranged. In these
cases, Middle South Utilities, Inc. would be required to provide
the Company with sufficient funds, to the extent not obtained from
other sources, to meet these obligations.

Apreements with Middle South System Operating Companies

The Company and the System operating companies have
entered into a series of agreements (collectively, Availability
Agreement) whereby (i) the Company has agreed to sell the power
available to it from the Grand Gulf Plant to the operating
companies and (ii) the operating companies have agreed to make
payments or subordinated advances adequate to cover (to the extent
not covered by amounts paid for power purchases) all of the
operating expenses and certain of the cepital costs of the
Company. Under certain circumstances, payments under (ii) above
may be required to be made commencing December 31, 1984 if the
first unit of the plant is not in commercial operation by that
date. The Company has assigned its rights to payments from the
System operating companies under the Availability Agreement to
secure the first mortgage bonds and the borrowings under the
revolving credit agreements described above.

In addition, the Company and the System operating
companies, in June 1981, entered into an agreement whereby the
operating companies are obligated, if the first unit of the plant
is not in commercial operation by December 31, 1983, to make
advance payments for power purchases to the Company which in the
agpregate total $12.5 million per month, such payments commencing
January 2, 1984 and continuing until commercial operation of the
first unit or December 31, 1984, whichever occurs earlier.

Short-Term Borrowings

The Company has obtained short-term borrowings both
through lines of credit established with various banks and through
the issuance of unsecured short-term notes with several additional
banks. Borrowings under the lines of credit mature on March 31,
1982 and bear interest based on the prime rate of a New York
bank. Interest rates on the unsecured notes are based primarily

on the Federal funds rate.
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ACQUISITION OF UNDIVIDED INTEREST

During 1980, the Company entered into a "Joint
Construction, Acquisition and Ownership Agreement" with South
Mississippi Electric Power Association (SMEPA) which provides for
the acquisition by SMEPA of a 10% undivided interest in the
generating units bheing constructed.

Under this Agreement, SMEPA advanced, from November 1980
through June 1981, 1007 of the cost of construction until such
time as their advances aggregated 107 of the total cost of
construction after giving consideration to the allowances for
funds used during construction accrued by SMEPA and by the
Company. Thereafter, the Company and SMEPA fund the cost of
construction in their respective ownership percentages.

Negotiations are also currently being conducted for the
acquisition, by a third partv, of an additional 2.487% undivided
interest in the generating units being constructed.

RATE MATTERS

The Availabhilitv Agreement requires the Company to sell
all of the power available from its share of the Grand Gulf Plant
to the System operating companies. Such sales will be made
either under a power purchase agreement or under the System
Agreement, Rates for such sales must be filed with the FERC.
The Company presently contemplates that it will tender such rates
for filing with the FERC between 120 and 60 days prior to the date
upon which electric service of Unit No., 1 is to commence, as
provided in current FERC regulations. Once filed, such rates
will be subject to FERC review as to their justness and
reasonableness and may be modified bv the FERC,




