
3 .,...; % , .. ; . ' ,; - r - . - .- c : .- m . . , - = - % ;9 1 y -474 . . , .. . pf 3 - j.- .;- . , j y, , .
.- ,%,3 -

- p
. ,., # y

.
. .

- .
y . 7

.

- r.
,.

''h,, ' 'e 3 .
._

.

'

_

'

? Q
'

7
.

- :
- w ;e

s- S
, - .. t ..

_

,m,

,,,

|- =f

.
,

** ,
'

g i.'. -
*

'' d I

-
. .

. .. - ,.
, g.-

' '

944 e

f* ,..
- ~w,

~
. W'1 u?. - * , ., y'-

%..

g- . qe ..**. .t . . j.
- 1,N . n4., .

-

,
. ,: ,

... .
, - -

+,
~- ,. .

,.

<sm. -

_

'' , - -| m - * '

s-

* - . . ,>w
.

' .* * , ; ;s* s.' 14 ^y .A .
. . . , sgn ,

s31 ,

if - G_
' &.';

,

-

*
_

- , ,. :)..c ., -
..

9, ', |~' _

- * $'s., ''

_. .

'
;

~Q.
ma; ;.; , -

,,

.
- '.*

.'| .,

. . . - . . .
-

s#.: v, v :.
- n -

. . . .
.

- r,y_ .,j '

.f f _
_

-

'Ob" . .~
't / - . . . 1

.

.;; i .:- - -,

.

e .-(;. . .

. ' n. . . . . .g 4

-

,
'

'

, -s >2
._ .Q , g .,.

; ,- - - -
.

1, t '/
;

.-
- t b..rk% 'W' h3 ' '

'

'- '

t'-
' ~ , ' ' h S, . .-..

. c . . . . ,- ,
-

! i .-|, ,

/
,,:

* .- ,.. . a6
_

eg|. ,..
_ 4

..J . _

,,

9. ; _ x. t
, .

. . f . a.5_ * ~

e ;
. ''

.

4 f -f. .'.( i
' '

}9 , .

)yp z :.k - 4- " . ,3' .-y . .* Q "
zr

4 '" *

*'; q ~
_

'

2.,-
. 6A +-e,,

3
'' ' ' ' * -

~ :4,% . & . s .s so .,
'

6 - :. ; , ,,

-

. n ..

f
' i 'i3h

. h' . ' .M _.% V 0 .

':
4 - '. i

..

s If +.-'y.4,1J .i.Wpp5. .,. , h i t.
-.

.g.,
,

..
.

...p ..

f. ,. .s ..k'D:
1

..''
e. au ,

,}9
.

t - {.,. ,- ~ s -'
. .' . f~..

f f'..gC ' :[. i:|.Q;.t ,,
-

. % QA .,
..

| y. .p . ., ;v. $.. ..',..p. , }.
-, _ ~ .; , , A p :~w.. p +, G a;,,i j+ - b+g: TM

i.( j.
.- - ~;

4 .; , .
y

-m. .: ,,tm . ;*. . = : ,. .. e . g. ,

's 4 . . > ' m. , ;. ..

,s %. . .

t. . air .
. .

.g g. .. - . , .-.: . . s ,
.

,. ..;.
-

, .,,3 ., .. .

. .h" '[ , [ '#
,

- $.' '_
'

.

.

.w' 4;
g . ngy . , ,

- e ._ , . ..

. g.g,a.s, j/
,a- . . , + . ~. g. , 7,s. ~ . .

.gn
$q- . :n; ++ , . s.h .. . %s , .;~K

.

-:<q.. . 1 .
~

-*, , , ,

. = = . e e. ..:
.

.. .
, g. , _ . ,;4.,

4

,

,

g 7, . . . .
,_

.

, y :.. > ,. . .. .
'

f'-,.w
' y V - . * ~ , p^ , ,}m .

v. . . , , p..

,

'- 'f _ %, -
' f,. . .

,
. .

; .[ ", . _. ' }k , ?.- .. 4- , .-- .. . ~ t.,t . ~ _ - ~ - ., . a

'

.,

- E;.) ' N, . ,'[.=:5 ?
~w .

% .. - k /^] . E',$ ' ', j *
'

..

J f . E. .^
' '

.N . . * . O
.

..;-,- . , . m
-

,- . u.:..
. .., ,

. , . . -
.,, .

; ,o.--...- . -
. + .

,.
. .

.
? ,*I

,g , * , - Ei ^ j ., ** ; a j, s 7 ;y .
r

s-

. , y,8*
i p- | .

% - .

,'..g'.
,

.

j ' . s * z, , ' . .( '- 5: ( p .. ,:,

, * ,- .. ,-
. s . )' k.. - Y & ~ > -E M ", x||. NY

~

|. -

' n,, .,)? : ;Q . \ . _ )'k ' '
'

.s n, .,. . .: -a ~, 4.
' - y

~ - ,-
-

.

-

- . , ' . 3 r4.. ,. s-
. . . . - - .. ..

-
+

,' . 4
* ,-

,

# #

. ,,qJ j. ".g ..g] ,,y s *F '. . t ' ' - + - ,.=4 - p
.

:

,

,j 9,*
' ' ' " *', - y,

,

- \ -({ [ g- Y ' '

,[ * }
' , 1.; *- .

-
"

- - ?.
. ,,t'...- . .~

.h. .
, j . ,_

. $- .

-;, y *, +. a -

- ^ $.1 -- , , '.,z f. ~ . e...
-

=

. , y. . . . :- ;.,. . , , . < y. - .

.
) ,,', p.

. ,1 - .y

... . . .. .;. .
.. . . g

a'.. . ,
3

- e T ;
, -- ... = n.. f-.

-; p.
s

. m ,. k . . ,.-in.
-

~ ,-
. ~., . 2 ,* g-:: * w

.
..s.

- .F
- - .

-

.g ',' 9 -, ' f,. p 5 i , .k , .
#

' *2, 2,..., .- '

. , - . . ,
. ,' ,[ . j ,s'[ ...'<g.i

. . g * I $'9 . - , %.t 'j

' ' - .N1 ?|*
,

. .
.

.
4. .

k
...4...,..n - g. . .y .

. . . .
s +- . . . . r . -,-

. . .e
. - _s. < ,.. , .

.

,2a .. =. . - -

.L ;.
., . ; + , . ;; ~_,s . 8.

, r..
3.g . , c. ,

., , , .: ,.

'

,

.'- .
. -

V . , ,

w , , y c . . . _q ; ' , . .. ea.4e g g.gw ; 2 c . .,. .; ,q.; . . . - .. 'i . _ 's .. p . '_ ; . . . . . .

-

; ..
. . , .

+ . . a-

&j y,'
_

___ ,_ __y.%.-4 jc..w+=. .#v e. . . ... n. .
7.'y,.Q . _. -w w :J+

.

. m. , . %, .o e. #.
.

. .. m.., m. 2,
. .

. . 1 .+
_. ; ;'g,g . ; y f.. : j'. . ,'._.g.,.,, . . .. .

_

f.y .- :p; :-
-

._ . ' ' . .. . .' : y.. g o



|

|

|

A ::gorous training program is .jnaer
way to license all con *'ol room operators ,

at Project 2 in time for fuelloading in |
September 1983
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Financial Highligt:ts
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(s in ua\ ions) Project Project Project Projects j *p & 4 L8

1 2 3 4/5 Total V u~ Rf }
Long-Term h 5+%P h
Revenue Bond is 1hk
Sales Ib ' o , , A*N d

Lam w J
Par Values $ 700 $ 885 $ 695 - $2,280

Number ofIssues
(Combined) 2 3 3 - 3

Number of Series 2 4 4 - 10

Bonowing Cost (%) 14.79 13.83 14.43 - 14.30

Total Long Tomi
Revenue Bonds
Outstanding

Outstanding
cs of June 30 $2,151 $2,330 $1,600 $2,250 $8,331
Annualized
Interest Expense $ 209 $ 218 $ 166 $ 188 $ 781

Bonowing Cost (%) 9.94 9.69 10.53 8.44 9.58

Interest Earned
Interest on

~

Investments $ 53 $ 46 $ 48 $ 54 $ 201
AnnualRate'

of Retum (%) 14.77 14.02 14.83 12.59 13.96

C nstruction Status, October 1982

Project 1 Project 2 Project 3
% Complete 63.0 93.0 65.0

1

_ _ _ - _ - -
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The Northwest:
Redefining its energy needs |' -

v 4
- >

1g $

,

.

Our construction program was conceived between 1972 and
1977 at the request of more than 100 Northwest utilities. It called
for five nuclear power plants, each large enough to meet the
needs of a half million people.

'

The recession has temporarily changed that optimistic outlook.
Recent power forecasts from some sources indicate that all of "

Stanour plants may not be needed as indicated in their original time
'Se p tem Board

I(* * * * Chairman, Executive Board

Consequently, Projects 4 and 5 were terminated and Project 1
was delayed up to five years. We are making sure, however, that
the projects' licenses are preserved so that construction can
resume as quickly as oossible. Otherwise, we might extend the
recession because of our inability to meet our power
riceds-power essential for new industry and new jobs.

In the meantime, we must complete Projects 2 and 3 as quickly
and economically as possible. Our new Executive Board is keen-
ly aware of its independent responsibility to oversee the Supply
System's progress. For example, it demanded a rigorous and
exacting budget review. It is apparent that the Supply System is
now a much leaner organization after curtailing its construction
program, reducing its staff and instituting tighter fiscal controls.
These changes are reflected in the 1983 budget and in our future
financing requirements.

As yet, no one has a clear picture about the Northwest's power,

needs between now and the year 2000. Our job ic to ensure that
the region has a viable energy resource so usat 8.5 million peo-
ple who are depending on us for their power will not ise literally,

left out in the co!d.
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Executive Board: Waam.

New law changes its role b NW L%i?6.E-
s.w 7 k. -
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A new Washington stah law changed the role and makeup of the - 4,. - ;. - h s.
Supply System's Executive Board in 1982. Its membership is ..f C ' . l.g,TeAJyd:

"''now drawn not only from participating Washington utilities, but .M. .
'

J

-['f .
'

.-

also from across the nation. Six new members who are recog- ' j' - t

nized experts in finance, cur'istruction or utility operations join M
five representatives of the participating utilities to form an ; y g , > , , .. - y,
11-member Board. The new Executive Board draws on the

# #"
$cu*'$ng$n n7,'nf$rfo#jfTPThe new Executive Board is now responsible for all policy deci- n

sions except those specifically reserved for the 23-member full businessenen /iki:r Car / Halvorson.
Board. The full Board retains the final authority to purchase,
acquire, build, terminate or decommission power plants. It also
elects five of its members to serve on the Executive Board as
well as appointing three outside members.

The Executive Board members elected from the full Board are:
Stanton H. " Nick" Cain, an Okanogan County Public Utility
District commissioner; Donald R. Clayhold, chief engineer and
assistant manager of Benton County Public Utility District; Paul J.
Nolan, director of utilities for the city of Tacoma; C. Stanford
Olsen, a Snohomish County Public Utility District commissioner;
and Howard B. Richman, commissioner and vice president of
Cowlitz County Public Utility District.

The additional three cutside members selected by the Board are:
Carl M. Halvorson, a Northwest construction business owner with
40 years exnerience building major energy projects; Durwood W.
Hill general manager of Nebraska Public Power District; and
Louis H. Winnard, former geneial manager of the Los Angeles
Department of Water and Power.

,

The final three members were appointed by Washington Gover-
nor John Spellman. They are: C. Michael Berry, retired president
of Seattle-First National Bank; Cornelius R. Duffie, vice chairman
of Willamette Industries and former chief exer.utive officer of
Western Kraft Corporation; and William E. Wall, chairman and
chief executive officer of Kansas Power and Light. The gover-
nor's appointees must be confirmed by the Washington State
Senate during the 1983 legislative session.

5
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The Supply System:
}b : 9'

T :.. p -

L bMMaking progress, facing problems
*

; 3r . . .

h h a..::. .q. "' ~_y_ m -
_

.
;.. .. -, ._

}. ' . 3 j ,
~

"

;k ec% ~. y.
. . = . .c +

In a sense 1982 was two-dimensional for the Supply System. .g,
; 74 .y.p.* .

{ ' | ' .4 ,

' . c. f..,
'

On the internal :evei, wherc we had control, we set construction h i pt :;
^ ^<*records that were the envy of the nuclear power :ndustry. Labor g ,_ ; g y " > , 19 +

.

'. y 1 ' .3losses due to strikes or walkouts were the !owest in the com- J. g. , . .

pany's history. And now Project 2 is so close to commercial . . ' N.* s - . ~, 3, - j'**. ' ? '.E.
.

: - " " - +operation that employees say they can almost " smell the
megawatts." Robert L. Ferguson

Managing % rector

Success, in any endeavor, is based on solid performance day in
and day out. Our efforts to responsibly manage our construction
and operation program have brought posit:ve results. WeNe had
affirmation by the Nuclear Regulatory Commission about the
qunlity of our work.

On the financial side, we've maintained Standard and Poors AAA
rating on Projects 2 and 3 and have carefully managed the termi-
nat;on of Projects 4 and 5 well within the budget established for
that purpose. Supply System borrowir'g requirements have been
decreased by 90 percent from a year ago and at the same time
we have found ways to greatly reduce corporete overhead ex-
penses. And finally, in the past year, three independent studies
have supported the need and cost competitiveness of the projects.

But, on the external level, where we did nct have control, the
Supply System was impacted by: uncertainties in the financial
markets, the highest interest rates ever experienced in the,

United States, inflation, changing federal regulations and confu->

sion about how much energy the Northw~31 will need. Because
of these issues, Project 1 has been delayed for up to five years.

.

These problems are not unique to the Supply System, the North-
west or even to publicly owned utilities Nationwide, ather utilities
that began constructing electricity-producing power phnts at the
same time we did are facing the same issues. Our situation has
been further compounded by our relationship with the federal

i goverament. Much of Supp:y System policy is driven direcJy or
| indirectly by Bonneville's concerns with rates, financing and

I
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The Supply System:
,

h. a .

%;W]hQy ~ d%2
Making progress, facing problems '

,.
, .

:'6?RM(continued) :
, .Vy o
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*

'* -

energy forecasting. Project 1 was delayed based upon the ' 2 A$ . + .

},5.,,))'g'Bonneville Power Administration's recomendation.
y

The Supply System went through some very traumatic changes > s .
&**in the past year-changes that could overwhelm an organization , ); .

not as strong as this one. We've gone frnm building five plants to g, -

two. After the delay of Project 1 this year, a balanced analysis
called for another reduction in force. Management faced this ,n,,[[,]8$*|a'"\epae' e pj-D*N

ea
reality and the organization weathered a difficult 21 percent nuclear kind .n Apn/1982.;

reduction of the work force.

Following the reductions in fctce, the Institute of Nuclear Power;

1 Operations (of which we are a member) and other industry ex-
i perts were consulted on how to best use the talents of our re-
I maining staff. After considering all recommendations, the upper-
j level management was realigned. Project work was consolidated
j under one director, as were most administrative functions.
i

j !t is a sign of the Supply System's underlying vigor that it has
' functioned as well as it has under the circumstances of the past

year. At Project 2, we've maintairied all key project mi'rsto. es
{ since the restart in mid-1981. And, the teamwork at Project 3 has

| put the project ahead of production goals for the past 13 months.

I i will be the first to acknowledge that these are difficult times for
all of us. Yet, I do not think we can afford to base future energy
forecasts on a recession scenario. Rather, I think that we must

[ have the courage to plan for an era of economic recovery.

The current economic climate has been har: 5 on the Supply Sys-
!, tem. But it also, ironically, has provided us w,th an important ep- ,

'

portunity. The electricity produced by Projects 2 and 3 will pro-
vide the foundation for the revitalization of the Northwest. When
the power is needed, it will be there.

ad
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m; 'Project 2: w
Counting down to completion I.,

- V
-

i,.i (; 1, 1
i

,.3, L- a
-

-

.

. p~ ... ' ' , h
- ~i

N ,' , , i l i
, .

~

The state's first commercial nuclear plant, Project 2 in Eastern 'I M_

ge gWashington, passed major licensing and construction tests with
'

..

flying colors in 1982-staying on a challenging schedule to load , ,
~

, ,

fuel by September 1983. i .

* '8 ham
.The Nuclear Regulatory Commission issued Project 2's final .

~~' ~ >Safety Evaluation Reoort in March 1982-only 10 months after a
stop work order was lifted at the piant. The report listed 26 items a%r[ests of pi 9

, ,g ea ed he
that required further investigation, a dramatic reduction from the ty of the plants construction.
November 1981 preliminary review which listed 215 unresolved
items. By July, the list was reduced to less than 20 items. The
most serious concerns have now been resolved.

In August 1982, the criticai hydrostatic pressure test reaffirmed
the quality of work at the heart of the plar.'. The test verified the
integrity of the plant's reactor pressure vessel and the 4,000 feet
of water and steam pipes connacted to the vessel.

Project 2's journey from its hydro test to fuel loading is one of
the most grueling in the nuclear industry- with 12 months for
work that normaily averages 17. The emphasis is now en com-
pleting other plant systems so that they can be tested for opera-
tion. As of October,24 of the plant's 101 systems had been of-
ficially turned over to the Supply System and another 68 had
been provisionally accepted.

Completing operator training and emergency planning are also
necessary steps in the drive to completion. Operator training was>

about 78 percent complete in October with 43 out of 46 trainees
passing simulator tests (including 36 at the senior operator level).

r Emergency plans have been upgraded to comply with faderal
regulations stemming from tN Three Mile Island incident. As a
result, a new emergency support building is being built and will
be finished in time for full-scale emergency drills beginning in
February 1983. A major exercise in June 1983 will test the
emergency response capabilities of the Supply System and
federal, state and county agencies.
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Project 3:
'~ ~

. .

''

| Breaking national records <

- t

. 7 -.*. -y
!

.

, _

'

- [

% '

| ;
-

."Project 3, in Western Washington, wa3 the scene of productivity
'

: and safety records that put it at the forefront of the nuc| ear con- . .

I struction industry in 1982. -

Workers completed 24 percent of the plant's construction in 12 < -

;

'

months-4 percent more than their goal. To help set that record, .
..

| they installed more than three miles of pipe per month (the na-
A

|
tional average is about one and a half miles per month). And Pro- ,,yrsare he Elcab h ' :
Ject 3 s safety record was about 50 times better than the national month-twice the national average.;

i average for construction work.

Not only was the work donc quickly and safely, but economically.
Work normally costing a dollar was done for about 95 cents. ;

Also, about $27.5 million was saved when such services as
scaffolding and cranes were consolidated under specified ;

|contractors.

By October 1982, Project 3 was 65 percent comp |ete. The last |

pieco of structural steel was placed in the reactor auxiliary (
building in August, and in September the last major reactor com-
ponents were |ifted into the reactor building before it was en-
closed with a permanent stee! dome.

The Nuclear Regulatory Commission is now reviewing the pro-
ject's 7,000-page Final Safe:y Analysis Report and Soo-page en-
vironmental assessment-an important step in Project 3's licens-
ing process. Other activities required for operation are also under
way. For example,35 people are already training to become con-,

; trol room operators. And the Supply System's recruiting efforts
j, are focused on building a complete team of qualified operations

people at Project 3 to run the plant when it begins commercial-

operatirn in December 1986.
)
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rProject 1: m:w:wy)~
Forecasts prompt schedule delay

F.

The Supply System's Board of Directors delayed construction of
Project 1 on May 1,1982. The Board followed the recommenda-
tion of the Bonneville Power Administration after Bonneville
forecasted a f ar lower demand for electrical power in the North-
west than was estimated in the 1970s. The delay at Project 1,
located in Eastern WasNngton, will last up to five years-
de,nending on the region's future power requirements. Near,Y 63 percent complete, Project 7

awaits a senanor constmcuon to restart.Before the delay, the project was five months ahead of the
schedule that was set in 1981. It stands at 63 percent complete
with all major civil and structural work finished. Procurement of

{ services and equipment is 98 percent complete. The acceptance
i review for Project 1's Final Safety Analysis Report, which was

sent to the Nuclear Regulatory Conimission in November 1981,
will continue despite the crnstruction delay so that it need not be
repeated when construction resumes. The Supply System also

i has received an American Society of Mechanical Engineers' "N"
| Stamp for Project 1. It is an independent verification that the pro-

ject's design, construction and quality control procedures meet
stringent requirements for safe operation.

The goals of the delay plan are to: preserve the plant's assets
1 and licenses; stop construction activities in an orderly manner;

{
close out contracts and pay commitments; and minimize cash ex-
penditures. Staffing, which was about 6,400 contractor and Sup-

;
ply System personnel before the delay, was reduced '.o 1,100 by;

; September 1,1982, and will be reduced to 500 by July 1983
9 This plan preserves the option of restarting the project in less
! than five years.
s
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The 4/5 decision:
Recession takes energy toll

,

'

t

.

./
g f,5 ,.

. .

~ "

The Supply System's primary purpose is to build and operate ..

- . , -
! power plants. However, when the region's need for power was 7

-

seriously questioned and financing for the last two plants -

'

j became impossible, the Supply System's Board of Directors ter-
'

,

- minated Project 4 in Eastern Washington and Project 5 in r -

Western Washington. Since January 22,1982, the termination of,

j those projects has been carefully managed.

A special termination program office within the Supply System

|
handles all activities on Projects 4 and 5: seliing assets, closing Whv Proiect 4/5?contracts and resolving legal issues. The termination team works / e

with the Oversight Committee (representing the interests of the When economic conditions forced

projects' participatmg public utilities) and with Pacific Power & a slowdown of two Supply System |

| Light Co. (a private utuity that owns 10 percer.i of Project 5). projects in 1981, Projects 4 and C !

\ were the obvious choices. They
,

; The goal of the termination team is to get the maximum return were the last scheduled for com-
|

[
for the projects' assets and settle outstanding obligations as pletion, and with construction and '

|
economically as possible. The original estimate for a 24-month financing costs at $6 bi!/ ion each,

|
termination progrem was $343 million. The revised estimate for a were the most expensive of the

r 30-month program is $335.3 million. The $7.7 million reduction is five Supply System projects under ,

!

i due to the favorable settlement of fuel and fuel services contracts construction. A strategy for raising

f and tight fiscal control cf all expenditures. the funds to mo'hball the projects
untd the Regional Power Council

( The best return on the projects will be realized if they can be completes its 20 year plan failed to
sold in their ontirety. To do this, the Nuclear Regulatory Commis- gain adequate support. The coun-,

| sion construction licenses must be retained during the first phase cil's plan will be complete in April
of the termination program. This requires preventive maintenance 1983.

f work at the projects and preservation of all nuclear safety-related
'

; equipment. An attempt by intervenors to have the licenses re-
.

voked failed when the Nuclear Regulatory Commission found
'

their petitions to be without merit and fcfmally rejected them. An
) agreement was also reached with the Washingtcn State Energy

] Facility Site Evaluation Council to defer any changes in the site
L certification licenses for Projects 4 and 5.
;
y

i
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I

iOperations: n

Generating power and revenue is . ,

I' q. 3

: The U.S. Department of Energy agreed in July 1982 to continue
| selling steam to the Supply System while N Reactor is in opera-
i tion. The waste steam from the government's N Reactor is used
{ to power the Hanford Generating Project-a Supply System
i facility that has generated more than 52 billion kilowatt hours of

electricity since 1966.

Under the terms of ti e 10-year contract, the Supply System will The Packwood Lake Project near Mt.

( pay 1.6 cents per kilowatt hour of energy generated the first year. y,["dI'[nhe icbrNa$c
8 "

: Costs in future years will be determined by labor and operating
j expenses. The contract goes into effect on July 1,1983.

I Once billed as an expensive white elephant, the Hanford
[ Generating Project has proved to be a dependable workhorse
! and the nation's second greatest producer of nuclear-generated
[ electricity. Not only has the Hanford Generating Project used an
L energy resource that otherwise would have been wasted, but it
L has provided the federal government with $250 million of income

from steam sales. In fiscal year 1982, the Supply System's
operating receipts from the Hanforc Generating Project were
$40.2 million.

The 12 member utilities in the Supply System's Packwood Lake1

,
Hydroelectric Project received $544,841 in surplus revenues from

j the operation of the plant between July 1980 and June 1982.
3 Surplus revenues from the 27-megawatt dam, located in the

Gifford Pinchot National Forest near Mt. Rainier, are expected to
increase to $1.1 million in fiscal year 1983 due to efficient plant -'

operation, a good water year and increased Bonneville Power;

Administration rates.
>

1 Since it begari operating in 1964, the Packwood project has
generated nearly 2 billion kilowatt hours of electricity which is ;

sold to Bonneville Power Administration on an exchange agree-
ment. Power from the project is produced for less than one cent
per kilowatt hour but is sold at the Bonneville Power Administra-4

* tion wholesale rate, which in October 1982 was 1.99 cents per
kilowatt hour for firm power to p.3ference customers.

19
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1982 financing program:
; Record $2.28 billion raised

K
j

'

y

h

, . %, ; u ^.
-

! .

I #p[ % ,_ _ ~:~-
..

[gg.%M ,.N) $ . bkMQDuring fiscal year 1982, the Supply System raised a record
) S2.28 billion by completing three bond sales n* an average in- '' $$ AF

M MC??S.QsU /I terest cost of 13.93 percent. Two of the sales established records

M Q% ._| for the largest, totally public offerings in the history of public

.9 P * WP Ns v%/
Ep . -Wpower tax-exempt financing.

The success of the financing program is remrrkable considerir.g
,

the extensive change required due to the slowdown and even. Tne Supp.y System raised $2.28 be/ lion

tual termination of Projects 4 and 5, and the extended construc- #' '" ,mree d nd sales in fiscal year,9gp

f tien delay of Project 1. A major factor in the success of the pro-
gram was the use of the negotiated sale option granted by the
Washington State Legislature in 1981. Use of this option allowed
the Supply System to negotiate optimum-size, multi-project sales,

at minimam current interest rates as shown below:

h Average
Borrowing

Date Project Value CostL
--

9

1

L September 1981 1,2 and 3 $750 million 13.46
| February 1982 1,2 and 3 $850 million 14.53

h May 1982 2 and 3 $680 million 13.70

j The sales were reauired to finance the continuing portion of the
| construction program and to provioe cash coverage for com-
] mitments into the fourth quarter of fiscal year 1983 (April-June

1983).,

Also in fiscal year 1982, the Supply System carned $?04 million
in investment income, most of which will help defray tne costs of,

the construction projects. The average balance of funds invested
j was S1.5 billion, and the rate of return was 14 percent. The in-
i vestment income earned was the highest in the history of the

Supply System, reflecting the record high interest rates ex-

i,
perienced in general duri1g the year.

1
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h Future outlook: : ~

- -

1

| Financing needs reduced
>

t. O. c=:s C ~| ,

; y

j .

The Supply System's financing program was significantly re- a

) duced during the past year as a result of terminating Projects 4
' and 5 and delaying Project 1. On June 30,1981, the Supply Sys- ~g
! tem needed $13.2 billion in financing to complete its five pro- / w e

jects. By June 30,1982-with three more bond sales completed "

! and a curtailed construction program-the Supply System's
j finar'cing needs were reduced to $1.1 billion to complete Projects _ , , _ , _,_,

j 2 and 3.

/ To raise the funds needed to compiete the projects, the Supply
System intends to issue $500 million in bonds in May 1983 with

!. the remaining $600 million to be raised over the subsequent 28
J months. Of this, $149 million is needed to complete Project 2
| and S961 million to complete Project 3.

Project 2's total funding requirements from start of construction
3
1 to completion are now estimated at $3.258 billion, a $42 million

{ increase over the previcus estimate. Centrollab|e construction
j and fuel costs did not increase, but interest and financing costs

| were higher than previously estimated. The Supply System is
raising $2.519 billion of the total funding requirements through*

j the sale of bonds. About 94 percent of those bonds (or
j $2.370 billion) have been scid.

f Project 3's total funding requirements are now estimated at
$4.963 billion, a $431 million increase over the previous estimate.'

| While controllable construction and fuel costs decreased by
, $82 million, $186 rrillion in costs that would have been shared

with Project 5 were added to Project 3. The net increase in Pro-
. ject 3's construction cost is $104 million. Actual and projected in-
' terest ratos were also higher-causing the estimated interest and
i financing costs to increase by $327 million. The Supply System
I is raising $2.561 billion of Project 3's total funding requirements

through the sale of bonds. About 62 percent (or $1.6 billion) of
those bonds have been sold.

23,
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l Balance sheets .

.

-a -

H ANFORD( Y
7 1 GENERATiNQy mer

!' Md a d Iwn . A
'.A _ UiWid ' . . F,

_

|
Cash and Investments $10,213s

tj p - -- .

Accounts Receivable - 245

?N;wc.%a y'yvL$ i

Prepaid and Other 345-' 9
JtFur ~ ,w.a x~

' SMU M Af Mj{c Due from Other 'rojects and Ir ternal Service Fund'
'

MQ y Due from Other Funds - 1,741'

Jp B N> '
'

TOTAL CURRENT ASSETS--OPERATING FL7D . 12,544>

us : .x ,
'

-

-w
m @e ssuinG",h[hYeYfMxLyg Special Funds (Pnmanly for Constructon)M
%5 ",; I

-
- Cash and Investments . 3,4920Cym -

Receivable froni Joint Owners and Other Assets
.a c & - - - ' Due kom Other Projects and Internal Service Fund .

[Mq%$ [M,340Q fy.,. j, Due from Other Funds-Net
f+ t .

3,492

hn khg $ gf Debt Service Funds Cash and Investments . 7.446

n_an w M_.p _" r w-. . Of 7:h, ggad.TOTAL RESTRICTED ASSETS 10,9389i .

sw

OQ. . vp
..r

W; In Service 67,007N ,1 i <
- - -.w ,

7 -
bN[D;_ ~ TdMir Improvements to U S. Government Facilities . 14,411x

, . .

[ Less Allowance for Depreciaton and Amortizaton (49,220Lhg
M i d~ .

f

9% s/ % a A,f 32,198*
iA, G, dw m-'g

..x, wwm
M7Q W 'g Constructon Work in Progress .JMhiUM #M f ' I 4

-W Y{a W M Cost Related to Constructen and Termination of Utility PlaMs'W4 N n4e

.// W e TMO Q@ ~- Q Nuclear Fuel and Prepaid Ennchment Services'

m ..

,q {
Less Amount Charged to Joint Owners$~

g * i * ' ,~ MN-p $. g [
P

Qgi ,

F .:3 ,zn ,~ -m +

k- %_ ..
3r;y, <>. ~.

q&@wM. %a4 @w m J
.

TOTAL UTILITY PLANT AND EQUIPMENT - 32198M' i $ i @m ;=
u

fN M b b h.| Unbilled Reimbursable Costs 981

gagegg } Unamortized Debt Expense 146
_

Q, ag;7 dcwn m &[MK
M$i

,f u f fkDj Other
-M*MtT6 @My

h ;D;WM@; TOTAL OTHER ASSETS AND DEFERRED CHARGES 1,127,a

UG ihd M b4 TOTAL ASSETS $56 807_ .

h

jF9 Accounts Payab|e and Accrued Expenses $ 6,359W - b -$ h f.'M
Q; -@Mp M i gg^ {g:;i- - m Due to Other Projects 2,464'

}% b. lim ,3 -- . f!?xQ. O Due to internal Service Fund 222M| l

+ y .

f Wigma_" Q. ,;m .aN _ w s(e' 2. 4 TOTAL CURRENT LIABILITIES-OPERATING FUND 9,045
-

am
,,

MNf . Eh Special Funds (Pnmanly fur Constructon)
. _ _

Accounts Payable and Accrued Expenses -

- W Nhjf
Qp d?A M ,; sk, .nspjN-JMM Amounts Withheid f rom Contractors* 4W.'

'' s' MM dQly W' " 23 M N Due to Otner Projects and Internal Service Funa

,% ,M)$ Mid / % @ u NNN Due to Other Funds-Net 992-h }&Q ); 3; < !;e }sy 992
E ~

W 3:e ;pi[f frNg)p;-Q yhg
-% b f@ dqT Ms4| ;+h g Debt Service Funds
b@f$pg MdC ' y - W[idyFQ6 Accrued Bond Interest Payable 459#1 -

- ; 1 y9 f3 %f Nf , si#C M Due to Other Funds-Nei 749'

%{_}$ ' - h [# QK[',Ek %
^

1.208

li?a$=% @ yf@1L } Q M TOTAL LIABILITIES-PAYABLE FROM- ;V9A r
t W MS/id RESTRICTED ASSETS 2,200-

,
j &W 4 = W= w ~kka&Awiz1.m

j h'o Revenue Bonds Payable 43,130
Less Unamortized Discount on Bonds-Net (800)

-

p%ppj% MFh,7N s
-y7 -' s p- ~ j@n n-.

M $ 8 %g. Subordinated Revenue Notesfy ~
JM

y-4

4 +.s- w%

m + % N M. TOTAL LONG-TERM DEBT 42,330- y?k
h@wwJ hdMf.ChLs.:RuuMiwdJ-Ah @wsE -

yp; h Unearned Revenue

,, ";y g;;;,g,p p [g W *R,d.

4 qgQ beferred Gain on Revenue Bonds 1.832;gm%, ;
e%Q,.g . Due to Other Projects-

R %f g Advances and Others 1.400Qi[ ' C $[,,

_1 Mb . KMdkN jgSj }f TOTAL OTHER LIABILl"ES AND DEF-ERRED CREDITS 3.232

% % @%v-4MbdhfCP/L T,;+Qgg , UWf.,3w0d^ =F W y"; 9 n es aw
. f p sq; 3-' 'Q ' 4

*
%Q -4

~

h<
' ~

. N {w.
.|.I 6}4 7 ap -q'>'m' m W..
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_. _ - _ _ _ _ _ - _ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ - - _ _ _ _ _ _ _ _

($ in thousands)

PACKWOOO L AKE NUCLEAR NULLEAR NUCLEAR MUCLEAR INTERNAL

OJE 1 2 3 44 PUND

$ 627 $ 9,576 $ 15,855 $ 5,552 $18,408

158 532 404
12 2,9~79

2,464 157
19 17,286 7,609

816 29,858 23,621 5,552 21,791

290 298,285 555,101 411,922 106,710
935 276 26,896 17,097

5,689 3,203 4,645
(10) 17,130 18,824

280 304,909 558,580 460,593 142,631

673 215,790 119,058 194,577 336,303

953 520,699 677,638 655,170 478,934

12,204 9,560 8,402

(4,613) (899) (1,655)

7,591 8,661 __ 6,747

1,767,577 2,056,556 1,484,095
2,343,467

266,860 68,761 44,886 ;
(422,767) (101,985) *

2,034,437 2,125,317 1,106,214 2,241,482

7,591 2,034,437 2,133,978 1,106,214 2,241,482 6,747

3,021
27 3,807 3,442 2,514

968

3,048 3,807 3,442 2,514 2,019,178 968

$12,408 $2,588.801 $2,838,679 $1,769,450 , $2,720,416 $29,506
_

$ 701 $ 26,857 $ 20,620 $ 2,551 $11,838
7,504

701 26,857 20,620 2,551 19,342

d0,641 53,620 80,848 $ 284,689
52,602 34,689 44,023 52,198

61 39 440
9,894 7,230

143,137 95,600 124,910 337,327

141 99,905 8,510 66,887 98,257
10 7,392 379 17,101 18,824

151 107,297 8,889 83,988 117,081

151 250,434 104,489 208,898 454,408

11,545 2,151,305 2,329.870 1,600,000 2,250,000

(102) (57,510) (76,984) (41,999) (51,780)
67,788

11,443 2,093,795 2,252,886 1,558,001 2,266.008

217,715 417,433
113

5,427
43,248 4,737 27

113 217,715 460,684 10,164

$12,408 $2,588.801 $2,838.679 $1.769.450 $2.720,416 $29,506 i
_
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M g[px%.'r @D*. . g m
n w iA ..

>
, , < 9

,gQh Q M. _ ] , .M-. ,

y@. . g - : q qw - g - . . g .-g n.W'' Nonoperatmg Projectsw
4

M 7 Ag ,4 ''+p NUCLEAR

4 * / jp 4,n;, g ! k ~,gycg. , ggM
*

+, y PROXC1
g y. . e., p - . . . NO 1.-

9. m <9 - ;i,s-p,

e - 4 a :, s . .

-MM-t%'o.
..m

A CoHected Under Net Bilkng $156,300"t ,4 * <
N |y m f-"M : Bond Proceeds 671,072'" 'y,

Nh D, $~M [\ %h Charted to Joint Owners

|."p 'J6. M ^ v / Interest income 53,326
,

m . 4 g. w

7 2= @ s ' f M .''"> F1 SX Net Decrease in Restncted Fundswx :. gy p: - +, qsp, W ' - ifo 4 . n We Revaluat:on of Investmentss
,.a n .-w nya ~

7&.M. 4 - h, c /, Other 2,464
%c a g m , . E,eWN

- nG,;sm m - r,, u Arm t TOT AL SOU ACE OF FUNDS 5883 162
m,m-- . mymwmw mNg- 1 QQ4

,

OJ( e- ,y.
'

.p?M, b M S, - - y..<#~
- We . , %3 Constructon Costs $511.126

dn Interest Expense 168,941u -

* ;n- . ys .. A,. 4 '

. . s %.. f2e
,. s . *c,' N uclear Fuel 133,326d Sy m _ e

M[ ;; '9 m. M_ . [ g ' [ _' gj.m 1 .j Financin9 Expense 1,721

"
%

gf y p ,gg4. p g Bonds Redeemeo 3,595
m . v .,a

cyp # "

%j b ' M h ]f [% y
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jg' Nh[hh }ff;f
1

hf g Increase in Amounts Due Participants 6,902
' bg$fk , i 4N Increase in Operating Fund
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My i;

, 7. @: ,j y 3 Depreciation ano Amortization 2,613'
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,d Decrease (Increase) in Costs Reimbursable from
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-n '.Q . % m r

h, mw -
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.

y ,

g>wa< s
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.
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35 tion is u, enousanss>

r
| NUCt.1AR NUCLEAR NUCLEAR
I PROJECT PROJECT FNOJECTS

NO. 2 NO. 3 NO.*S 4 & 5 _.

S 135,725 $ 2,365'

827,664 672,281 $ 67,789
46,484 48,598 53,812

162,588 21,852
394,265

789

|
$1,010,662 $885.832 $537,718

$ 398,709 $518,600 $470,164
147,055 111,296 192,209
22,598 24,000 (126,335)

1,909 1,321 938
14,130

266 742
423,925 224,984

2,338 2,365
3,000

$1,010.662 $885,832 $537,718

PACKWOOD
PROJECT

Statements of operations
,.

'

J , , ,, s . v. ,_

*MfMOfD
148 GENERAMG PACKWOOO

[ PROJECT PROACT

Y5hl'[$5hI/Mh7E/MMYNkM@db!1 $36,302 $905 hs;[

$148 I k N-
,

'ReactorAvailability . 30,919

y Depreciaticn and Amortization 2,546 256 j
142 m Power Production and Transmission. 1,692 208 71

6 ib .

Maintenance 1,089 241 '

148 Administrative and General . 543 68 -M
$7 36,789 773 ,

Net Operating Revenue (Loss). (487) 132 "j539

(132)
'

' '

]@iMW*1Y#RT*FMGMWinin% '

(407)
-0- [ Interest and OtherIncome . 2,135 303

$148 g interest Expense and Discount Amortization . (1,648) (435)
'

ED 487 (132)

Wil-ElMid||CWL ~'M $ -0- $ -0-'
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Outstanding long-term debty

..
SERIES.i Nj-} .'

9' . A 37
)@D.p V' k,E

,

Revenus Bonds ($2,915,000 due within one year ati 1

( June 30,1982) 1963

:w; yw ?,

any y ; & ?Y J .s g~ _ ,
MM .

a

- =, m ($155,000 due within one year at June 30,1982)

* t g. c * '
. 's,,Tge]gg- ' / Revenue Bonds 1962

Revenue Bonds 1965 *> ' f. '?t*g, gy
,

,Opd is%,, .

g ._#. - . - <..;_ -- - -oe

<

-hf@? g pphh Revenue Bonds ($1,275.000 due July 1,1982) 1976Ae .,

D [.'y - g3fi %
n m:: ' ;qz-u

,

'
- :31.- . ,4

.

Revenue Bonds ($1,540,000 due July 1,1982) 1976B'"= "

:q>

,

f..g
,. - <-

s ,

-3
Revenue Bonds 1978A' ''' '

,
.

4

.. @;: -?_ w -u-
.

-

"q &,J't
,,

Revenue %nds 1978B4:
,y ;: -

<4 .,
,

.- . f
.

.,

er

Ck- gj-l., f ;:

~

Revenue Bonds 1979
'''

~ - g.~

~ .-s,.

;;p
' '., j!Nk.

Revenue Bonds 1980A
, . ..

- le
,

'g 3 , j
' '

_

d,'*s

y||- M: a;;
_

,

-

.
-

_-

'O A, 3 ;t
a

-

-

Revenue Bonds 1981A, , ' '

=-

,
<

$
.. t,'-M Qy ,Q

,-.: *

"*(a. , - , s,

4
7, ,,. ; i , ';" |f:. :q 7;.? Revenue Bonds 19818^"

,

, - ,;w
*dh, . ,n. dA' Revenue Bonds 1981C

.~

_s .@ , - ,M.- y.e W 9y g y ,;' ,';;g - '2g , -,
,
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::t ;. fb - |~
_ g: ;- - .- -

~

,
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~

-Q,
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f}-Y .; q. Y ,,

%e ' -.
'
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"}.,

_ $a Les%., 9'^
7f -.jy

^ ' '

*; . s. . . .-

..3. .
.,

1.m 3L;armm16b2$ h i $. D b .__
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($ h thousands)

oEYEr E E EEsur am _ auw se. ise

5-843 3.26 % (A) 2.90 - 3.10 % 9-1 42/1986 $ 15,545
98 3.25 9-1 1996 27,585

| $ 43,130

3-20-62 3.66 99A25 3.625 3-1-2012 $ 8,750

| 11-445 3.76 100.5 3.7S 3-1-2012 2,795
$ 11,545

9-18-75 7.73 (A) 5.75 - 7.40 7 1 82/2000 $ 41,000
.

100 7.70 7 1-2010 58,300
100 7.75 7 1-2017 74,700'

174,000 '

2-4-76 6.84 (A) 6.00 - 6.25 7-142/1998 35,805
100 6.90 7-1-2010 66,485
100 7.00 7 1-2017 76,495 i

178,785

8-31 76 6.37 (A) 5.00 - 5.90 7-1-82/1998 40,345
100 6.50 7 1-2010 66,940

99.50 6.50 7 1-2017 71,235

-

178,520

3-21-78 5.ti9 (A) 5.00-5.50 7-1 44/2002 64,270
100 5.80 7 1-2010 50,920
100 5.875 7-1-2017 64,810

180,000

12-5-78 6.61 (A) 5.50 - 6.00 % 7-144/1998 38,355
100 6.35 7-1-2003 22,305
100 6.60 7 1-2009 38,190

99.50 6.80 7-1-2017 81,150
,

1EO,000

6-19-79 6.64 (A) 6.00 7-1-84/1998 29,385
100 6.40 7-1-2003 18,560
100 6.70 7-1-2009 32,370
100 8.80 7-1-9017 69,685

150,000

8-540 8.87 (A) 7.00 -10.00 7-1 86'1995 55,500
100 9.00 7 1-2002 37,000
100 9.20 7-1-2005 16,950

99.00 9.25 7-1-2013 70,550

(A) 7.75 7-1-2017 30,000
210,000

4-1341 11.30 (A) 11.30 - 13.00 7-1-96/2003 28,580
100 11.625 7-1-2012 91,420

120,000

4-13-81 11.30 (A) 10.00 7-1-2016 40,000

4-13-81 10.29 100 10.25 7-1-2015 40,000
'

9-4-81 14.78 100 14.375 7-1-2001 20,000
57.895 8.25 7-1-2003 30,000

100 15.00 7-1-2017 265,000
315,000

2-11-82 14.79 100 10.50-13.75 7-1-88/1996 29,355
100 14.50 7-1-2002 50,645

99.25 14.75 7-1-2017 305,000 37
385,000

$2,151,305

_ _ _ .



Outstanding long-term debt (continued)

semes

Revenue Bonds 1973

Revenue Bonds 1974

.

Revenue Bonds ($2,500,000 due July 1,1982) 1974A

Revenue Bonds ($2,800,000 due July 1,1982) 1975A

Revenue Bonds ($875,000 due July 1,1982) 1976

Revenue Bonds ($2,585,000 due July 1,1982) 1976A
<,

M - Revenue Bonds ($1,730,000 due July 1,1982) 1978

i'

Revenue Bonds ($2,100,000 duo July 1,1982) 1979

Revenue Bonds ($1,540,000 due July 1,1982) 1979A

,0-.

i.
;

| Revenue Bonds 1980

- _

.-

Revenue Bonds 1981A

w
_

yy _-. -..

_=_ - _;
_-

._
_

. -y
' #'I^

d i.aw
.c , - fQ YN$hNf I~

r7 . .g.. Revenue Bonds 1982B _

s-(}-Q} q y^f2h.2.8%[g'3 !! b !? ' g $ ;

j h - i ' 1 |, " ~

)
'

'

g9
.

v. x; .j;

1
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_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

($ In thousands)

o!'sb m'c"as Ena ua ws June so. ise:

6-26-73 5.66 % (A) 5.00---5.10% 7147/1991 $ 13,600
100 5.70 7 1-2012 124,400

138,000

7-23-74 7.21 (A) 6.50 - 6.90 7-147/1994 18,000

|
100 7.00 7-1 1999 15,000
100 7.375 7-1-2012 37,000

70,000

11-25-74 7.67 (A) 7.20 7142/1994 25,500
100 7.40 7 1 1999 15,000
100 7.75 7-1-2G12 78,000

118,500

3-6-75 6.71 (A) 6.60 7-142/1994 29,200
100 6.60 7-1 1999 15,000
100 6.875 7-1-2012 78,000

122,200

6-3-76 6.63 (A) 5.40 - 6.25 7-142/1998 26,965
99.25 6.625 7 1-2006 42,300
100 6.75 7-1-2012 49,860

119,125

91 18 76 5.87 (A) 5.o0 - 5.875 7142/2002 91,610
100 6.00 7-1-2007 44,815

99.50 6.00 7-1-2012 60,990
197,415

7-11-78 6.71 (A) 5.50 - 6.60 7-1 4 2/2000 66,520
100 6.80 7-1-2006 45,520
100 6.875 7-1-2012 66,230

178,270

3-13-79 6.49 (A) 5.50 - 6.00 7-142/1999 60,805
100 6.40 7-1-2004 33,490
100 6.75 7 1-2012 83,605

177,900

10-17-79 7.69 (A) 6.40 - 7.30 7142/1999 43,410
100 7.60 7 1-2004 23,050
100 7.75 7 1-2012 57,000

123,460

10-2140 9.36 (A) 8.90 - 10.90 7-146/1997 35,230
100 9.30 7 1-2001 23,735
100 9.60 7-1-2006 46,070
(A) 9.25 7-1-2001 75,045
(A) 8.25 7-1-2012 19,920

200,000

9-4-81 12.44 100 14.375 7-1-2001 30,000
57.895 8.25 7-1-2003 100,000

99 14.50 7 1-2006 30,000
100 13.25 7-1-2012 50,000

210,000

2-11-82 14.76 100 9.50 - 13.75 7-146/1996 33,335
100 14.5 / 7-1-2002 51,665

99.25 14.75 7 1-2012 215,000
300,000

5-20-82 13.82 100 9.00 - 13.00 7-1-86/1996 39,400 33
100 13.875 7-1-2012 139,320

178,720

- _ _ _ _ _ - _ _ _ _ _ _ _ - _ _ _ _
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($ in thousands)

EFFECTWE EDNAL
DATE INTEREST OFFEReeG COUFON OF TERbl

0F SALE RATE P1tICES RATE MATUfuTES JUNE 30.1903 e

5-2042 13.89 % 100 13.50 % 7-1-2002 56,960
100 13.875- 7-1-2012 139,320

196,280
$2,329,870

12-3-75 7.87 (A) 5.40 - 7.25 7-1 83/1998 $ 26,145
100 7.875 7 1-2010 52,695
100 7.875 7-1-2018 71,160

150.000

4-13-76 6.48 (A) 5.50 - 6.00 7-1 83!1998 19,605
99.625 6.50 7-1-2010 35,100

100 6.60 7-1-2018 45,295
100,000

9-12-77 5.71 (A) 5.00 - 5.30 7-1 4 5/2000 59,305
99.50 5.70 7-1-2009 63,535
99.50 5.80 7-1-2018 107,160

230,000

9-12-78 6.27 (A) 5.90 - 6.00 7-1 4 5/2004 66,385
' 100 6.375 - 7-1-2010 42,985

99 6.40 7 1-2018 90,630
200,000

2-1141 10.80 (A) 9.50 -12.50 7-1 4 7/2001 64,375
100 11.125 7 1-2005 40,535

99.50 11.125 7-1-2010 80,310
88.50 9.75 .7 1-2017 18,950
88.50 9.75 7-1-2018 20,830 '

225,000

9-4-81 14.80 57.895 8.25 7-1-2003 20,000
99 14.50 7-1-2006 20,000
100 15.00 7-1-2018 185,000

225,000

2-1142 14.83 100 10.09 -13.75 7-1 48/1996 6,055
100 14.50 7-1 2002 10,445

99.25 14.75 7-1-2018 148,500
165,000

5-20-82 13.95 100 10.50 -13.00 7-148/1996 9,195
99.50 13.875 7-1-2018 280,925

290,120

5-2042 13.63 100 13.50 7-1-2002 14 880
$1,600,000

2-3-77 5.93 (A) 5.50 - 5.75 7-1 89/2001 $ 42,105
100 5.90 7-1-2008 40,605
100 6.00 7-1-2015 62,290

145,000

5-24-77 6.32 (A) 6.00 - 6.20 7-1 4 9/2001 33,485
100 6.40 7-1-2012 56,515

90,000

9-13-77 5.96 (A) 5.20 - 5.70 7-1-E9/2001 20,480
100 6.00 7-1-2018 109,520

130,0 _00

35

t --
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($ in thousands)

oE[Ls Emess MES _ JUNE 30,1982

1-31-78 6.07 % (A) 5.50--5.75 % 7-1 4 9/2000 $ 27,700
99.75 6.00 7-1-2010 43,900
100 6.125 7-1-2018 78,400

150,000

5-23-78 6.86 (A) 6.00 - 6.60 7-1 4 9/2003 37,785
100 6.80 7-1-2010 32,960
100 6.90 7-1-2018 79,255

150,000

10-12-78 6.81 (A) 6.00 - 6.50 7-1 4 9/2003 45,225
99.50 6.75 7-1-2010 42,970
100 7.00 7-1-2018 81,805

170,000

2-14-79 7.16 (A) 6.30 - 6.90 7-149/2003 47,515
100 7.125 7-1-2010 43,140
100 7.25 7-1-2018 84,345

175,000

8-28-79 7.69 (A) 7.00 - 7,10 7-149/1999 25,505
100 7.40 7-1-2003 14,600
100 7.60 7-1-2010 37,425
99 7.625 7-1-2018 72,470

150,000

12-11-79 8.30 (A) 7.90 - 8.75 7-1 4 9/2002 39,145
100 8.50 7-1-2010 54,020

99.50 8.50 7-1-2017 89,185
71.47 5.75 7 1-2018 17,650

200,000

5-9-80 9.23 (A) 7.90 - 8.70 7149/1995 7,000
100 9.30 7-1-2003 17,575

99.25 9.375 7-1-2010 75,425
93.50 8.50 /-1-2016 30,000

130,000

7-15-80 9.50 (A) 9.10 -10.75 7-1-89/1999 55,000
99 50 9.875 7-1-2012 95,000

(A) 7.75 7-1-2018 30,000
180,000

9-2340 10.69 (A) 10.00 -12.00 7-149/1999 20,000
100 10.80 7-1-2007 33,550

99.50 10.875 7-1-2015 102,450

(A) 9.00 7-1-2017 24,000
180,000

12-19-80 12.44 (A) 14.60 -15.25 7-1 4 9/1996 11,280
100 12.25 7-1-2000 18,145
100 12.50 7-1-2010 109,575

(A) 9.00 7-1-2013 11,000
150,000

12-19-80 11.83 (A) 11.75 7-1-2010 50.000

3-17-81 11.77 100 10.50 - 11.50 7-149/1995 15,255
99.50 11.75 7-1-2000 27,105
100 12.00 7-1-2009 102,640

(A) 10.25 7-1-2011 25,000
170,000

3-17-81 11.06 (A) 11.00 7-1-2009 30,000 37
$2,250,000

L
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Notes to financial statements
!

Note A-Organization Note B-Summary of Significant
The Washington Public Power Supply Sys- Accounting Policies
tem was organized in 1957 as a municipal The Supply System has adopted accounting
corporation and joint operating agency of policies and practices that are in accord-
the State of Washington. Its membership ance with generally accepted accounting
consists of 19 public utility districts and 4 principles applicable to the utility industry.
municipalities that own and operate electric Separate books of account are maintained
systems within the State of Washington. it for each project except for Nuclear Projects s

is empcwered to acquire, construct and No.'s 4 and 5, which are accounted for as a
operate facilities for the generation and single entity.
transmission of electric power and energy.

The Supply System has constructed and is in accordance with project bond resolutions
now operating the Packwcod Lake Hydrr. and certain related agreements, separate
electric Project and the Hanford Generating restricted funds are required to be
Project and has two nuclear electric established for each of the projects. The
generating plants currently under construc- assets held in these funds are restricted for
tion (Nuclear Projects No.'s 2 and 3). The specific uses including construction, termi-
Supply System's Nuclear Project No.1 is in nation, debt service and other special
the first year of an extended construction reserve requirements. Restricted funds are
delay of up to five years and Nuclear Pro- identified on the balance sheet as Special
jects No.'s 4 and 5 were terminated on Funds and Debt Service Funds.
January 22,1982. In addition, the Supply
System has an internal Service Fund to ac- Cash and investments in Special Funds of
count for the central procurement of certain projects under construction and in termina-
common goods and services for the pro- tion include cash retainage amounts held in
jects on a cost-reimbursement basis, escrow for contractors of $144,472,664 at

June 30,1982.
Nuclear Projects No.'s 1,2, and 4 are
wholly owned by the Supply System. Current Assets and Current Liabilities
Nuclear Project No. 3 is jointly owned by Assets and liabilities shown as current in
the Supply System (70%) and four investor- the accompanying balance sheets exclude
owned utilities (30%). Nuclear Project No. 5 current maturities on revenue bonds and
is also jointly owned by the Supply System accrued interest thereon because Debt Ser-
(90%) and one investor-owned utility (10%). vice Funds are provided for their payment.

Each joint owner is responsible for its own Investments
financing costs, providing its share of the Investments include time certificates of
costs of construction, oparation and termi- deposit, repurchase agreements (secured
nation and will be enti9ed to its ownership by U.S. Government securities) and United
shue of the projects' operating capability. States Government and Government Agen-
Iri accordance with the cmanants of the cies securities. Investments are stated at
bond resolutions, the Supply System is cost or amortized cost as appropriate and
authorized to recover its cost of operation include acccrued interest.
and debt service over the life of the plant or Investments held in the Bond Fund Reserve
bonds outstanding. Accordingly, the Supply Accounts (included in Debt Service Funds)System realizes no income or loss and and Reserve and Contingency Funds (in-
equity is not accumulated. cluded in Special Funds) are stated at the

lower of amortized cost or market as pro-
vided by th9ir respective bond resolutions.

38
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The market value of investments held in Debt Discount, Premium and Expenses
Debt Service and Special Funds and in Debt discount or premium relating to the is-
Current Assets (Operating Fund) approx- suance of revenue bonds is amoitized by
imate the carrying value. the straight-line method over the terms of

Income Eamed on Investments the respecti,e issues.

!acome earned on investments includes For operating and construction projects, ex-
gains and losses from the sale of in- penses relating to the issuance of revenue
vestments, income earned on investments bonds ara also amortized by the straight-
held by projects under construction is line method over the terms of the respec-
recorded as a reduction in construction tive issues. For terminated projects such
costs. Income earned on investments held costs are combined with Costs Related to
by operating projects accrues to the ap- Construction and Termination of Utility
plicable project's Operating Fund. Plants.

Capitalization of Construction Costs and Revenues
Overhead Expenses Member purchasers of power are contrac-
During the construction or construction- tually obligated to pay project annual costs
delay phase of a project, the Supply Sys- inc!uding debt service (excluding deprecia-
tem will capitalize all costs of the project in- tion and amortization). The Supply System
cluding general, administrative, interest, records these reimbursable annual costs as
certain depreciation and other overhead ex- op? rating revenues for the Hanford and
penses. After termination, such costs are Packwood Projects. In addition to recovery
classified as Costs Related to Construction of project annual costs, the Supply System
and Termination of Utility Plants. records as revenue each year an amount

equal to the provisions for depreciation and
The overhead expenses of the Supply Sys- amortization, !ess the recorded gains on
tem are allocated from the Internal Service bond redempt on. This accounting policy is
Fund to the various projects primarily on used in order to spread such revenues

>

the basis of direct salary cost or direct equally over the full term of the bonds.
usage.

' "~"' '~ * * * """*'***''''***Utility Plant and Eguipment-At Cost payments by member purchasers for bond
Provisions for depreciation are computed by t ademption, are reflected as Unbilled Reim-
the straight-line method based on the bursable Costs in the accompanying
estimated useful lives of the projects, which balance sheets.
approximate the term of the related revenue
bonds. For Projects No.'s 1 and 2, payments re-

ceived from member purchasers for bond
improvements to U.S. Government-owned redemption and interest are shown as
facilities are being amortized over the Unearned Revenue in the accompanying
period covered by the contract for dual- balance sheets. Such unearned revenue
purpose operation of the Department of will be recognized as revenue during the
Energy's New Production Reactor. operation period of the plants.

Contributions Used for Purchase of Cost Related to Construction and Termi-
Equipment-Packwood and Hanford nation of Utility Plants
Projects For Projects No.'s 4 and 5, the costs of
Monies provided by participants to acquire construction through January 22,1982, the
equipment since completion of the projects date of termination, and the costs of termi-
are recorded and accounted for as a reduc- nation and other related costs sum sequent
tion of the carrying value of such equipment to that date are shown as Cost Related to 39included in Utility Plant and Equipment.

i
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Notes to financial statements (Continued) :
f

Construction and Termination of Utility under the net-billing and exchange agree- |

Plants in the accompanying balance she as ments. BPA is obligated to pay the partici-
as of June 30,1982. pants, and the participants are obligated to

pay the Supply System its pro rata share of
Such costs will be reduced as funded by - the total annual costs of the projects in-
part. .icipants and the joint owner (termination cluding debt service on the bonds, whether
costs) or by participants alone (debt service) or not the projects are completed, opersble
or as offset by the proceeds of disposal of or operating and notwithstanding the
the plants. suspension, reduction or curtailment of the
Retirement Plan projects' output.

The Supply System participates in the The Supply System's Packwood Project
Washington State Public Employees' Re- revenue bonds are secured by power sales |
tirement System that provides retirement contracts between the Supply System and

'

benefits to eligible employees. The cost of each of its 12 member purchasers. Pur-
the plan to the Supply System is deter- suant to these agreements, member pur-
mined by the retirement system's Board. chasers pay for their percentage allocation6

.The actuarially computed value of pension of power specified therein at rates sufficient
benefits exceeds the fund assets for the to operate and maintain the project, and
retirement system. However, because the pay debt service on the bonds. Such
retirement system is a multi-employer sys- payments continue until the bonds are paid
tem, the amount of such excess, if any, that or provision is made for their payment or
relates to the Supply System is not avail- retirement.
able. The Supply System's required con-
tribution was $4,033,255 in 1982. As security for the Generating Facilities

revenue bonds for Nuclear Projects No.'s 4
Note C-Long-Term Debt and 5, the Supply System has entered into
Except for Nuclear Projects Ne 's 4 and 5, Participants' Agreements with 88 utilities,

'

which are financed together as one utility operating principally in the western United
system, all Supply System projects are States. Pursuant to the Participants' Agree-

I financed separately. The revenue bonds ments, the participants are obligated to pay
| issued with respect to each project are their respective share of annual termination

payable solely from the revenues of that costs, including debt service on the bonds.'

project. Payments from the participants for Nuc!sar
Projects No.'s 4 and 5 termination costs

Outstanding revenue bonds of the various and debt service are riue beginning on
projects as of June 30,1982 and 1981, are January 25,1983. See Note D for a discus-
presented on pages 30 through 37. sion of the termination of Nuclear Projects
Security-Agreements and Contracts No.'s 4 and 5 and related challenges to the

Participants' Agreements.The United States of America, Dapartment
of Energy (DOE), acting by and through the As security for Nuclear Projects No.'s 4 and
Bonneville Power Administration (BPA) has 5 subordinated revenue notes, the Supply
purchased the entire capability of the Han- System has pledged to set aside iundt. f~
ford Generating Project and the Supply payment of such obligations from funds
System's ownership share of the projects' available in the revenue fund. Such repay-
capability in Nuclear Projects No.'s 1,2 and ments, to the degree not otherwise pro-
3 from its statutory preference customers vided for, will be included in the amounts
and, in addition, with respect to Project No. due under the Participants' Agreements
1, five of its private utility customers. Each described above.
of these customers has, in turn, purchased
such capability from the Supply System, all

| ,
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I Advances from Members and vide the energy source to operate the pro-
Participants and Unearned Revenue ject when DOE ceased operailon of the
As of September 1,1977, for Nuclear Pro- New Production Reactor. Because studies
ject No. 2 and July 1,1980, for Nuclear indicated that generating resources in the
Project No.1, project participants were re. Pacific Northwest would be inadequate in
quired to fund debt service, working capital the late 1970s and early 1980s, the Supply
and reserve requirements as provided in System determined that the Hanford
the net-billing agreements. Generating Project should be kept available

for power production. Therefore, the
The debt service portion of this funding has Nuclear Project No.1 net-billing, exchange
been classified as Unearned Revenue, a and project agreements were amended to -
deferred credit that will be recogmzed as provide for the separation of Nuclear Pro-
revenue during the operating period of the ject No.1 from the Hanford Generating Pro-
plant. Ject and to provide that Hanford Generating

Note D-Commitments and Project costs, to the extent not otherwise
pr vided f r, will be treated as Nuclear Pro-Contingencies ject No.1 costs having a first claim on the

The Supply System has entered into revenues of that project.
substantial contracts covering a portion of
the total estimated costs for certain major The amended agreements provide for the
equipment and material, and for services payment by Nuclear Project No.1 partici-
relating to financing, design and the cupply pants of all debt service costs of the Han-
of nuclear fuel for the projects under ford Generating Project, commencing July
construction. 1,1980, regardless of continued operation

*''h* '***'*'' N 'h* P'**' ****** *P*' '

Hanford Generating Project and Its tions, revenues to the Hanford Generating'

Relationshi to Nuclear Pro /ect No.1 Project arising from the aforementionedP
The Department of Energy owns and payments will nevertheless be recorded
operates the New Production Reactor. This each year thereafter in amounts that will
reactor provides by-product steam to the result in full realization of the carrying value

| Hanford Generating Project. The Supply of the plant.
I System's c,urrent agreement with DOE pro-
'

vides for the continuation of this dual. The U.S. Government has an option to ac-

purpose operation of the reactor through quire ownership of the Hanford Generating
i June 1983. Project upon obtaining Congressional ap-
! proval. If the Government exercises its op-

On July 9,1982, a new agreement between tions, it must assume all rights and obliga-
the Supply System and the DOE was ap- tions of the project, including the obligation
proved. This agreement extends the dual- to pay all revenue bonds.
purpose operation of the New Production

| Reactor through June 30,1993, and calls Nuclear Project No.1-Construction
for a substantial increase in contract costs. Delay
In accordance with certain related agree- On April 29,1992, the Supply System, upon
ments, the operating costs of the project the recommendation of Bonneville, ap-
will in turn be offset by payments from cer- proved the implementation of en extended
tain public and private utilities in return for construction delay of Nuclear Project No.1
the energy generated as a result of con- for up to five years. During the construction
tinued operation. delay, plant assets will be preserved along

with existing project licenses.
it was initially intended that Nuclear Project
No.1 would be constructed adjacent to the T he Supply System's current estimate of
Hanford Generating Project and would pro- costs to settle terminated and delayed con-



Notes to financial statements (continued)

tracts ($11,060,000) hac been accrued as Should Initiative 394 be held to be constitu-
Accounts Payable and Accrued Expenses tional and voters disapprove the issuance of
in the accompanying balance sheet. bonds to pay for continued construction of |
Although management of the Supply Sys- the projects, or should the Supply System
tem is satisfied that their estimates are for any reason be unable to issue additional
reasonable, the settlement prc ess is in its bonds, BPA, subject to the provisions and
early stages and the final settlement costs procedures specified in the net-billing and
cannot be determined at this time. project agreements, and the investor-owned

utilities, subject to the provisions and pro- I
The obligations of the part. .icipants of the cedures specified in the Nuclear Project
Project and Bonnemile under the net-billing No. 3 Ownership Agreement, may continue
agreements ace not affected by the con- current or reduced levels of construction of

"

struction delay. their respective ownership share of the pro-
' initiative 394 jects and provide funds to complete con-

struction from revenues or other fundingOn November 3,1982, Washingto., state
sources which may be available to them.voters approved Initiative No. 394. Under

the new law, the Supply System must ob- The inability of the Supply System to
tain the approval of the voters of its 23 finance continued construction of any of the
member government entities to issue bonds projects through the issuance of bonds
to finance the cost of each of its projects could result in a delay and increased costs
after July 1,1982 of the projects or termination of the projects

unless other means of paying for the re-The bond fund trustees for Projects No.'s 1, maining costs of construction are available.2 and 3 have commenced a lawsuit against
the State of Washington and certain of- Based on current cash-flow projections, the
ficiais thereof alleging, in part, that initiative Supply System estimates that monies cur-
No. 394 is unconstitutional, is pre-empted rently available will be sufficient to meet
by existing federal legislation, and is an im- cash-flow requirements on Nuclear Projects
proper exercise of the initiative process No.'s 1,2 and 3 until April 1935, August
under Washington law. 1983 and August 1983, respectively.

The Department of Justice has initiated a Termination of Projects No.'s 4 and 5
similar lawsuit challenging Initiative No. 394 On January 22,1982, the Supply System's
on behalf of the United States of America

, Nuclear Projects No.'s 4 and 5 were termi-
asserting certain nghts and interests of nated. The construction licenses and
Bonneville. The Court has consolidated the physical assets of Projects No.'s 4 and 5
two lawsuits. are being maintained for a period in order
in June 1982, the United States District to maximize the value of the projects in the
Court, Western District of Washington, event of possible sale of the projects in
ruled that Initiative 394 is unconstitutional. their entirety. The costs of construction for
However, to speed the appeal process, the the projects are reflected as utility plant and
Court elected to stay the effective date of equipment related to terminated projects at
its order until Apri; 15,1983. The appeal is historical cost.
currently scheduled to be heard by the Under the terms of the Participants'
United States Court of Appeals on Novem- Agreements (discussed below under Securi-
ber 10,1982. ty) and the Ownership Agreement with
in the opinion of legal counsel, the Court's Pacific Power and Light Company (Pacific),
ruling will be affirmed by the apoeal the participants of the projects are

obligated to pay debt service on the bondsprocess.
and Pacific and the participants are

42 obligated to fund their respective ownership

-
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share of tarmination costs, beginning Although management of the Supply Sys-
January 25,1983, and continuing until the tem is satisfied that their estimates arer

i bonds are funded completely and all costs reasonable, the settlement process is in its
of termination have been paid. The early stages and the final settlement costsy

recoverable value of the plant assets may - cannot be determined at this time. The ac-'

be less than their cost. Any funds received crual of such costs and expenses causes
from the sale of plant assets reduce the the Special Fund to reflect an excess of
project participants' obligation for debt ser- liabilities over assets at June 30,1982. In
vice and termination costs. the opinion of legal counse|, the existence

of a deficit balance in the Special Funds, as
Pacific has stated to the Supply System a result of recording liabilities that had
that it considers the failure of the Supply accrued but were not yet due and payable,
System to obtain necessary financing for is not an event of default under the bond
Project No. 5 to be a breach of the Project resolution for the projects.
No. 5 Ownership Agreement and that it
reserves its rights to pursue appropriate During 1982 numerous lawsuits have been
remedies with respect to such breach. It is filed by participants and ratepayers of par-

: the position of the Supply System that the ticipo.its challenging the validity of the Par-
! termination of Project No. 5 does not con- ticipants' Agreements. Although the in-
I stitute a breach of the Project No. 5 Owner- dividual actions make various specific

ship Agreement and that Pacific is respon- claims, they all seek to avoid, through one
sible under the Project No. 5 Ownership means or another, payments for termination
Agreement for payment of its 10% share of and debt service costs required by these
the costs of termination of such project. In agreements.
the event Pacific fails to pay its share of ter-
mination costs, an insufficiency of funds to As of October 29,1982, a case involvin9,

meet Pacific's share with respect to the Oregon public bodies, the C.ircuit Court for
,

cost of termination of Project No. 5 under Lane County, Oregon, has issued a ruling>

that these public bodies did not havethe Project No. 5 Ownership Agreement
would result. To date Pacific has made all authority under Oregon law to enter into the

i payments required under the Project No. 5 Participants' Agreements.

Ownership Agreement, subject to a reserva- In addition, an action has been brought
tion of its rights under such agreement. against the Supply System and the partici-

The Supply System's estimate of the cur- pants by Chemical Bank (Projects No.'s 4
and 5 bond trustee) asking the court torent liability for termination costs
declare that there is no reason why the($274,588,000), including ccsts of contract,

bonds should not be repaid on a timely
i settlements and other termination costs,

bas,is. On October 15,1982, the Court ruledhave been accrued as Accounts Payable'

that the Washington participants are re-and Accrued Expenses in the accompany- ,

ing balance shaets. The portion of such quired to fund debt service and termination

costs which must be paid prior to com- costs of the projects. It is likely that th,s rul-i

ing will be appealed, and the action is con-
,

mencement of the payments by the par-
tinuing on other issuec.ticipants and by Pacific on January 25,

1983, is not expected to exceed At the current stage of the matters dis-
$35,068,000.'Such costs will be funded cussed above, it is impossible to predict the
through amounts in special funds not utlimate outcome and the related impact on
needed to fund other liabilities and through the projects.
termination notes from participants. Out-
standing unused commitments from par-
ticipants for such terminat:on notes total
$62,673,000 at June 30,1982. 43
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Notes to financial statements (continued)
!

However, should the Participants' Agree- Nuclear Projects No.'s 4 and 5 have
ments be held to be invalid, the assets of presented a claim to Projects No.'s 1 and 3
Nuclear Projects No.'s 4 and 5, currently to reimburce Projects No.'s 4 and 5 for a j
shown on the accompanying balance portion of the costs of such shared services f

sheets at cost, would require restatement to and facilities paid by the projects prior to
their realizable value. Such realizable value July 1,1981. The claim includes a request
has not been determined and may be less for immediate payment of $75 000.000 and

[(than the amount shown in the accompany- $86,000,000 plus interest from Nuclear Pro-
ing balance sheets. jects No.'s 1 and 3, respectively, plus such :

amounts as may be determined in the qAs discussed above, the Supply System fNuclear Projects Nc.'s 4 and 5 are currently '

involved in several matters that may affect In addition, three of the four investor-owned i
their ability to obtain funding for termination utilities that comprise the joint owners of |

| costs. Should the projects be unable to ob- Nuclear Project No. 3 have filed a legal ac- |
tain such funding, their creditors may, tion against the Supply System asking for a !
through legal process, seek to reach funds judicial determination of how costs should ;

held by other nonoperating projects of the be shared between Projects No.'s 3 and 5.
Supply System or the revenues pledged On October 26,1982, the Supply System
thereto. In a September 4,1981, opinion, filed a lege! action against BPA, the four
counsel to the Supply System stated that investor-owned utilities, and the partcipants,

the revenues and the funds held by other of Nuclear Projects No.'s 4 and 5, and the
nonoperating projects of the Supply System construction fund trustee for Nuclear Pro-
are not subject to the claims of such ject No.1 seeking a judicial determination
creditors and no liens thereon are available of past and future shared costs among i

to them, except as they might obtain rights Nuclear Projects No.'s 1 and 4 and Nuclear
through a valid exercise of the sovereign Projects No.'s 3 and 5.
police power of the State of Washington, or
of the constitutional powers of the United The Supply System cannot predict the out-
States of America, or by a voluntary come of these pending claims and litigations. j

bankruptcy of the Supply System. Although Litigation
counsel has not updated their legal re- On November 18,1982, the city of Spring-search, they have since confirmed that field, Oregon, filed a complaint against thenothing has come to the,r attention thati Supply System, BPA and the four investor-would lead them to believe their September owned utilities in Nuclear Project No. 3. I
4,1981, opinion was incorrect as of Oc- The defendants are all entities which have

|
tober 29,1982. Counsel has not undertaken executed net-billing agraements pertaining

| an investigation of such issues with respect to one or more of the Supply Systemto the Packwooc, or Hanford Gorerating projects.
Projects; however, they believe that upon
full investigation the same opinion could be The complaint alleges that the DeFazio v.
rendered with respect thereto. Washington Public Power Supply System

decision raises issues relative to Supply'

Shared Costs System Projects No 's 4 and 5 which addi-
The termination of Nuclear Projects No.'s 4 tionally apply to the net-billed projects. It
and 5 creates an uncertainty as to how cer- fudher alleges that members of Oregon
tain common services and facilities are to public utility boards are exposed to per-
be shared with Nuclear Projects No.'s 1 sonal liability for payments of public money
and 3, respectively. The participants of not authorized by law if the DeFazio deci-

sion is applicable to the net-billing
agreements.

-___--- - _ -. - -- A
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! It seeks a declaratory judgment dociaring ,are significant in amount, final disposition is
(1) that the Oregon public entities have full not determinable. In the opinion of manage-,

b legal authority to enter into the net-billing ment and legal counsel, the outcome of any
agreements; or (2) that if they did not have such litigation or claims will not have a

' authority to enter into the net-billing material effect on the financial positions of
agreements, BPA is liable to make such the projects. The estimated cost of the pro-
payment and is estopped from denying its jects may either be increased or decreased,

obligation to do so. as a result of the outcome of these matters.

j Because of the recent filing of the case, no Note E-Interproject Transaction
; discovery has taken place nor have the in order to meet their cash-flow naeds,
i various parties' positions been fa!!y ascer- Nuclear Projects No.'s 4 and 5 sold nuclear

tained. Until defences and counter positions fuel and related enrichment contract riohts
are set forth, it is not reasonable to attempt to Nuclear Project No.1 during 1982. The,

| to analyze the likelihood of their success. sales price was approximately $61 million,
Counsel for BPA has been in contact with which was $55 million less than the carry-
counsel for the Supply System regarding ing value of these assets. The difference
the issues raised by the DeFazio case between carrying value and the proceeds of

the sale has been included in Costswhich is the basis for this litigation. The
Related to Construction and Termination ofSupply System has been advised that it is

BPA's position that if a participant does not Utility Plants. The Supply System believes
pay the Supply System under the net-billing that the terms of this transaction are not
agreements but pays its full BPA power bill less favorable than Projects No.'s 4 and 5
rather than taking the credit provided for could have obtained from an unrelated party.
under the net-billing agreements, BPA
would pay the Supply System the portion of
the pcwer bill payment which would have
been paid directly to the Supply System on
the payment which had been misdirected.
Thus, the Supply System would receive the
amount required under the net-billing
agreements directly from BPA. BPA further
advises that if a participant does not pay
the Supply System but still took a deduction
on its BPA power bill, BPA would treat the
mstter as a default under the default provi- .

sions and would pay the Supply System
directly.

As noted above, BPA is a party to the case
and any ultimate decision will be binding -

upon the BPA.

The Supply System is involved in various
claims and legal actions not mentioned
above as both a plaintiff and a defendant
and in ccriain claims arising in the normal
course of business for a large construction
program. Although some suits and claims
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Statement of debt service requirements
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YEAR PRNCIPAL MTEREST REQUIREMENTS PRWCJPAL MTEREST M7UIREMENTS PRWCIDAL' NTEREST MOUIREMENTS

1983 $ 2,915 $1,303 $ 4,218 $ 155 $ 424 $ 579 $ 4,045 $ 208,940 $ 212,985

1984 3,010 1,210 4,220 160 418 578 9,245 208,717 217,962
,

\1985 3,125 1,114 4,239 170 413 583 9,785 208,211 217,9 %

1986 3,240 1,014 4,254 175 406 581 14,855 E07,674 222,529?

1987 3,255 913 4,168 180 400 580 15,470 206,652 222,122

1988 3,360 206 4,166 190 393 583 18,055 205,729 223,784!

1989 3,485 693 4,178 195 386 581 18,370 204,564 223,534

1990 3,455 580 4,035 265 379 644 21,465 203,320 -224,785

1991 5,065 425 5,490 275 369 644 62,560 201,877 224,437 |

1992 5,585 246 5,831 290 359 649 23,755 196,226 219 981

1993 5,835 58 5,893 "O 349 649 25,560 194,547 220,107

1994 800 4 804 315 338 653 26,985 192,684 219,669

1995 330 326 656 28,550 190,667 219,217 '

1996 340 314 6r>4 30,745 188,430 219,225

1997 360 302 662 38,080 185,949 224,029

1998 380 289 669 41,565 182,462 224,027

1999 400 275 675 45,455 178,573 224,028

2000 465 260 725 49,465 174,563 224,028 |

2001 490 243 733 53,920 170,104 224,024

2002 515 225 740 58,885 165,142 224,027 1

2003 540 207 747 51,135 159,602 210,737

2004 565 187 752 55,430 155,305 210,735

2005 590 166 756 60,600 150,137 210,737 |

2006 615 145 760 66,320 144,415 210,735 |

2007 640 122 762 72,565 138,071 210,736
!

'
2008 665 99 764 79,705 131,031 210,736

'. 2009 690 75 765 87,525 123.213 210,738

2010 715 49 764 96,220 114,518 210,738 |

2011 410 23 433 105,855 104,883 210,738 .

2012 165 4 169 113,610 94,129 210,739 -

2013 118,635 82,105 200,740 |

2014 127,155 69,605 196,760

2015 142,820 55,476 198,296

2016 175,395 39,441 214,836

2017 194,005 20,831 214,836

2018

$43,130 $8,366 $51,J36 _ $11,545 _ _ 19,490 $2,147A90_ Sc,457,843 $7,605,333$7,945

* Excluder $3,815,000 of b ,nd principal retired on July 1,1982
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($ in thousands)
a

"

NUCL64R ' NUCLEAR NUCLEAR
PROECT M|C&CT PRCMECT

' NO. 3 NO.'s 4/5NO. 2 *

E ST E"

PfmeCIPAL WTEREST fEOUmelesTS MIWCIPAL WTEREST REQUMBAENTS NAL WTEREST MOURERIENTS

$ 15,010 $ 217,937 $ 232,947 $ 1,680 $ 165,882 $ 167,562 $ 7,788 $ 188,903 $ 196,691

15,940 217,020 232,960 1,785 165,791 167,576 60,000 207,140 267,140

16,925 216,048 232,973 6,175 165,692 171,867 187,904 187,904

23,295 215,015 238,310 6,530 165,357 171,887 187,904 187,904

24,925 213,399 238,324 8,925 165,001 173,926 187,904 187,904

26,645 211,686 238,331 10,555 164,368 174,923 187,904 187,904

28,510 209,818 238,328 11,315 163,579 174,894 $ 24,060 167,904 211,964

h 30,555 207,778 238,333 12,145 162,761 174,906 75,530 185,991 261,521

82,800 205,539 288,339 13,050 161,901 174,951 57,125 178,083 235,208

| 35,260 196,455 231.715 14,045 160,961 175,006 29,125 173,144 202,269

37,980 193,758 231,738 15,125 159,932 175,057 31,265 170,437 201,702*

40,950 190,820 231,770 16,310 158,798 175,108 34,415 167,991 202,406

44,225 187,602 231,827 17,615 157,546 175,161 36,165 165,243 201,408

47,825 184,053 231,878 19,045 156,163 175,208 39,335 162,338 201,673

65,575 180,144 245,719 22,595 154,637 177,232 42,160 159,097 201,257

71,955 173,774 245,729 24,605 152,628 177,233 45,390 155,643 201,033

79,330 166,666 245,996 26,810 150,427 177,237 49,000 151,923 200,923

85,795 159,947 245,742 29,020 148,218 177,238 52,975 147,843 200,818

93,290 t 52,468 245,758 31,475 145,773 177,248 55,160 143,349 198,509

101,635 144,141 245,776 34,180 143,068 177,248 59,855 138,657 198,512

93,055 134,854 227,909 37,095 140,057 177,152 65,015 133,500 198,515
,

97,375 127,046 224,421 42,730 136,746 179,476 70,685 127,825 198,510

106,765 117,655 224,420 45,995 132,503 178,498 76,940 121,574 198,514

117,225 107.196 224,421 49,615 127,908 177,523 83,780 114,729 198,509

122,655 95,576 218,231 49,675 122,946 172,621 91,280 107,233 198,513

134,755 83,566 218,321 54,485 118,136 172,621 99,500 99,011 198,511

148,200 70,217 218,417 59,810 112,810 172,620 108,535 89,979 193,514

163,170 55,365 218,535 65,710 106,909 172,619 116,820 80,065 196,885

179,835 38,822 218,657 72,265 100,355 172,620 111,080 70,226 181,306

198,410 20,380 218,790 80,365 92,250 172,615 92,740 60,952 153,692
q

89,490 83,126 172,616 110,945 53,702 164,647

99,770 72,846 172,616 107,595 44,U 2 152,207

111,370 61,252 172,622 114,855 35,926 150,781

124,455 48,165 172,620 118,485 26,657 145,142

139,235 33,382 172,617 118,740 17,871 136,611

154,950 17,665 172,615 131,445 9,020 140,465

$2_,329,870 $4.694,746 $7,024,615 $1,600,000 $4,675,539 $6,275,539 $2,317,788 $4,630,181 $6,947,972

47

m .. _ . . .



i

Report of independent accountants ;

Board of Directors
Washington Public Power Supply System
Richland, Wachington

We have examined the individual financial statements, as listed in the financial statements
section of the table of contents, of Washington Public Power Supply System's Hanford
Generating Project, Packwood Lake Hydroelectric Project, Nuclear Project No.1, Nuclear .

Project No. 2, Nuclear Project No. 3, Nuclear Projects No.'s 4 and 5, and the Internal Ser- j
vice Fund for the year ended June 30,1982. Our examinations were made in accordance i

with generally accered a'iditing standards and, accordingly, included such tests of the ac- !
counting records and such other auditing procedures as we considered necessary in the cir-
cumstances. !

As discussed in Nota D to the financial statements, Washington Public Power Supply Sys- |
'

tem Project No.1 is negotiating with its contractors and suppliers to settle contract claims
associated with an extended construction delay of the project. Due to the preliminary status
of the settlement process, the ultimate amounts of such costs are not fully determinable at
the present time.

As discussed in Note D to the financial statements, Washington Public Power Supply Sys-
tem Projects No.'s 1 and 3 are involved in disputes concerning costs shared with Washing-
ton Public Power Supply System Projects No.'s 4 and 5. Due to the preliminary status of
these disputes, the ultimate amount of additional costs, if any, to be borne by Projects No.'s
1 and 3 are not determinable at the present time.

As discussed in Note D, a decision was made in January 1982 to terminate construction of
the Supply System's Nuclear Projects No.'s 4 and 5. As a result of the termination of the
projects, numerous lawsuits have been filed by and against the Supply System to determine
the validity of the Participants' Agreements. Should these agreements utlimately be ruled in-
valid, and the participants excused from payment cf the costs of Projects No.'s 4 and 5,
monies would not be available for repayment of revenue bonds and other liabilities of the
projects. In addition, as further discussed in Note D, amounts have been accrued for
estimated contract settlement and termination costs. Due to the preliminary nature of the set-
tiement process, the ultimate amoun;s are not fully determinable at 'he present time.

In view of the significance of the matters discussed in the preceding paragraph, we are
unable to express, and we do not express, an opinion on the balance sheet or statement of
changes in financial position of Nuclear Projects No.'s 4 and 5 referred to above.

In our opinion, subject to the effects on the 1982 financial statements of Nuclear Project No.
1 of such adjustments,if any, as might have been required had the outcome of the uncer-
tainty referrod to in the second paragraph been known, and subject to the effects on the
1982 financial statements of Nuclear Projccts No.'s 1 and 3 of such adjustments,if any, as
might have been required had the outcome of the uncertainty referred to in the third
paragraph been known, the financial statements listed in the aforementioned table of con-
tents present fairly the respective individual financial positions of Washington Public Power
Supply System's Hanford Generating Project, Packwood Lake Hydroelectric Project, Nuclear
Project No.1, Nuclear Project No.2, Nuclear Project No.5, and the Internal Service Fund at
June 30,1982, and the respective individual results of operations and changes in financial
position of the operating projects and changes in financial position of the nonoperating Pro-
jects No.'s 1,2, and 3 for the years then ended, in conformity with generally accepted
accounting principles applied on a consisteni basis.

Seattle, Washington
September 10,1982, except as to ,j *

the 25th,26th and 31rt paragraphs of g y fy
Note D as to which the date is

48 October 29,1982
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