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Washington Public Power Supply System
(WPPSS or the Supply System). In its
petition dated November 30, 1981
{Attachment 1), the Coalition reguested
the Director to issue an order to show
cause why the construction permit for
WPPSS Nuclear Project (WNP) No. 4 should
not be revoked on the basis of an
alleged "material false statement” in
WPPSS' July 1981 application for an
extension of the construction permits
for WNP Nos. 1 and 4. In a petition
dated March 16, 1982 (Attachment 2), the
Coalition requested that WPPSS be
ordered to show cause why the
construction permits for WNP Nos., 4 and
5 should not be revoked on the basis of
the Supply System's announced intention
to terminate its participation in the
two projects. By Directcr's Decision
dated June 16, 1982, Mr. Denton denied
both petitions. DD-82-6 (Attachment 3) .

I. Material False Statement:

The material false statement allegation
flowed from the Supply System's failure
to note specifically its financial
difficulties as among the primary
factors causing construction delays
cited in support of its extension
application. As evidence of the primacy
of financial factors among the reasons
for delay, the Coalition cites a March
1981 study conducted for WPPSS that
examined options to slow the pace of
construction of WNP Nos. 4 and 5 to
defer costs and reduce near-term funding
requirements. The Coalition also notes
that in May 1981 the WPPSE Managing
Director proposed a one-year moratorium
on construction of WNP Nos, 4 and 5 as a
means of easing WPPSS' immediate
financial difficulties. On July 21,
1981, WPPSS requested a construction
permit extension pursuant to 10 CFR
50.55(b), providing the following
reasons as good cause for construction
delay:



ngubsequent to the issuance of the
construction permits delays in the
construction of WNP=-1 and WP-4
have occurred. The primary factors
causing these delays are as
follows:

1. Charges in the scope of the
projects including increases 1in the
amount of material ané engineering
required as a result of regulatory
actions, in particular those
subsequent to the TMI=-2 accident,

2e Construction delays and lower
than estimated productivity which
resulted in delays in installation
of material and eguipment and
delays in completion of systems
necessitating rescheduling of
preoperational testing.

3, Strikes by portions of the
construction work force.

4. Changes in plant design.
5. Delays in delivery of

equipment and materials.”

DD at 2, citing letter from G.D.
Bouchey, at 1=2. There was no mention
of financial difficulties as a cause of
delay or in relation to the extension
either in the July 2l application or
thereafter., The Coalition contended
t+hat the omission of this information
from the extension reguest constitutes a
material false statement under Section
186 of the Atomic Energy Act, as
amended, and Commission precedent,
citing Virginia Electric Power Company
(NMorth Anna Fower Station, Units 1 and
2), CLI-76-22, 4 NRC 480 (1976).

After noting that the petition might be
considered moot because WPPSS had
withdrawn the extension application for



{/NP No. 4, the Director determined that,
under the circumstances of this case,
"WPPSE did not make a material false
statement." DD at 4,

A construction permit will be extended
for a reasonable period of time upon a
showing of good cause for the delay
necessitating the reqguest. 10 CFR 50.55
{ip)., The Director implied that WPPSS
was under no obligation to inform the
NRC of its financial difficulties in
this context, reasoning that no
particular format or detailed analysis
is required for a construction permit
extension request and that the applicant
excludes "additional reasons that would
warrant extension" at its own risk. Ig.
at 5-6., Moreover, WPPSS cited
"econstruction delays" in support of its
request, a factor which the staff
considers "to include delays caused by,
or planned tc¢ alleviate, financial
constraints." Id. at 6. Finally, the
ctaff was generally aware that WPPSS was
facing difficulties in ‘obtaining
financing for construction of its five
nuclear projects, a matter which had
been reported in the trade press. I1d.

The Director went on to note that
financial difficulties did not in
themselves present a safety issue
relevant to this extension application,
that delays due to financial
difficulties could justify granting an
extension, that the staff had not
requested or expressed interest in
information about the general subject,
and that WPPSS had informed the staff of
related developments concerning
construction of WNP No. 4. In sum, the
Director noted that the staff was not

;

misled by the omission of information



o

regarding financial constraints.l/

1d. at 6-8.




We believe that

We conclude

theretore that
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We question whether

we believe

Under these circumstances,
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we do, however, believe that

while we

beliéve that

i

J

i)

5/ See June 8, 1982 gtaff Requirements Memo, Chilk to

Dircks.
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11. Proiject Termination:

The Coalition's March 16, 1982 petition
requested the Director to issue an order
to show cause why the construction
permits for WNP Nos., 4 and 3 should not
be revoked on the pasis of the Supply
System's announced intention to
terminate its participation in the twe
projects. Despite its decision toO
terminate the projects, WPPSS has
retained the -anstruction permits to
facilitate thelr efforts to sell the
unfinished plants, having committed to
maintaining the plant equipment and
records in proper condition during this
period. As the Director notes, any
transfer of construction permits would
reguire Commission approval. DD at p.
10, £.12. The Director further noted
that "termination of the projects does
not itself pose any hazard to public
health and safety that would require
issuance of an order to show cause." DD
at pp. 9-10. Accordingly, this petition
was denied also.
—

in our view,
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Martin G. Malsch
Deputy General Counsel

Attachments:

) November 30, 1981 Petition

@ March 16, 1982 petition

. June 18, 1982 Director's Decision

commissioners’ comments ©OF consent should be provided directly
to the office of the Secretary by c.0.b. Thursday. September
16, 1982.

Commigsion sraff office comments, if any., should be submitted

to the Commigsioners NLT Thursday, Se tember 9, 1982, with an
information COPY to the office 05 the Secretary. It the paper
is of such a nature that it reguires additional time for
analytical review and comment, the Commissioners and the
gecretariat should be apprised of when comments may be expected.
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COALTTION FOR SAFE POWER
Suite 527, Governcr Bldg.
o8 S.W. 2nd

Portland, Or, §
Novesber 30, 19

Mw, Harold R, Denton, Diredtor
nreize of Nuclear Reactor Regudiation
U.S5. Nuc.earl Regusatcry copaissien
Wwashingzon, D.C. 208RE

Re: Show Cause Pecition Pursuant 0 10 CFR 2.206 (a)
Decket No. E0=480 (CPPR=1TH)

. This petition i3 »rought by the Coalition feor Safe Power (Coalli-
ien) before the Director, Nuclear Reactor Regulation pur Jant to

o 2FR 2.206(a). “he petition alleges paterial false stazements
nave been made DY the Washingtcn public Power Supply Systen (wWPPSS)
(n tts Letter of July 21, 1981 to the Director of the Qrffice ef Nu=~
clear Reazter Regulation, Nuclear Regulatory tomnmisaion (Comais~
sion) regarcing tne extension of senstructicon compieticn dates for
nuclear projects Ne, 1 and & (WN®~144) located near fichland, Wa~-

shingson,

1
1

PESCRIFTION OF PETITIONER

2. Thne Coalition is a nen=prefit citizens organization, founded in
196, ¢ work for safe energy. Lts work inciudes research and edu~
sation., The coslition, through 158 of ficers and atiorneys, has re=-
presented 1t3 gezters before thne fommission, as well as state agen-
aies, on guestions ¢? nuclear power safety and licensing, ant el
smia utility rates, “ne Coalition's psembership 48 cco rised of in-
dividuals and crganizations residing in Oregon and Wasnhingten.

10 CFR 2.206(a), thne cealition reguests tnat the

3, Pursuyant 1o
Director of Nugclear Reactor Regulation institute a proceeding pur<
suant t2 10 CFR 2.202 tec suspend the WPPSS Construction Permit No.
*PPR=1T4, for WNP-4, pased on the paterial false statezents al-
leged herein.
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SUMMARY

L, The management and directoranip of WPPSS knew, a3 early :8
March, 1681, that severe cash flow difficulties were izminent for
WNP=4 & &, It was alsc known to them at that tizme that such cash
flow difficulties would effect the contruction completion dated ef
said units, <%n fagt, tne WPPSS Zoard of Directors voted on June

‘6. 1681, to delay WNP-4 & ¢ for this very reascn., On July 21,
WPPSS filed a regquest for extensicn of construction cemple=

» Un.ts 1 and ¢, caiiting any reference to the afore-
No a=encments ntave Dbeen filed by WPPSS to the July

s ® OO
oo -
i)

r oy e

S<ATEMENT OF TBZ FACTS

WPPSS issued an "Alternative Evaluation,

€, On March 28, 1681,
ment A). The purpose of said report was to:

KNP-4 & E" (Attach

...exagine in sufficient detail the options avale
lable tc Supply Systez ranagzent to selectively
~educe tne prcject work 4t WNP=-U4/% to achleve

a range of cost deferrils wihich, in turn, would
reduce tre near-terz forcasted funding require-
gents., (pg.lI=1)

“ne study projected the results of delaying WNP-L & & Tor six and
swelve zonths and stated: ;

This red'ciion in projest ac¥ivity weoulid have an
impact on the planned fuel load and commerical
cperatiocnal dates.,.must be well understcod as part
of the decisiom precess, (pg+2=1)

of WPPSS, Robert Fer-
construction on WNFP-
{nuing d4ifficulty in

hoent B), Mr., Fer=-

, the Managing Dir
oard of directors

y reascn given was
ta., In nis speech

nkly, funding the five projects at
8 pillion estizated cost level pre=
ery, very difficult problem in tcday's

e projects at this pudget
that we raise something
1ion this year, and quite
enges us with cne cof tne
most dirl4 ing preograms 4in the
United Sta 2




-
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Mr. Ferguson also pointed to 2 "1ack of public confidence®™ which
he said has put WPPSS in the position of nearrying out this funding
progras during & period of uncertainty in this state and region”and
"has scontriduted to the uncertainty in the bond parket", He said
the lack of confidence in WPPES stepzed from activities of the Bon=
neville Pover Adminstration, the Pacific Northwest Utilities Coor=
dinating Comm toee and the Regional Power Council:

11 of theae activities are before the pu=
slic right now and have created a perceived
uncertainty, net oniy feor the need for the
power freos U and 5, but with these kinds of
scats whether oOF not the pecple of this re-
gicn snould be sogpitted tO paying $12 bil~
1ien for units U and F.

ces Db uyncertalinty that has bdeenl creat-ecd as
+o the need for power impacts she Supply Sy~
atem dramatically (n our daily operations,
our credibility in the state, and in our a«
pility to ralse necessary funding. (Attache=
sent B, pg.3)

He said:

s 1 ] (pudget ] numbers as they appear are
just teo large 0 nandle without total com~
zitment and suppert of the atate and the re=~
gien. (Avtachzent B, pg.2)

8§, In consclusion he stated:
- ’

17 wve sousd reach a public understanding on

this issue within six sontks, there .3 a very i

rea. possibility that we can hold the schedule

(a one year goratoriuz] and cost estizates

+nat we have seen today. (At tachaent 2, P8 €)
g, The WPPSS Board of Directors voted on June 16, 1581, to support
ene Managing Director's request for a cne year soratoriua on WNFP-
L and 5. il

10, On July 21, 1981, WPPSS filed a letter captioned "washington
Public Power Supply Syastesn NucLear Projects No. | & & sxsension of
“enstruction Completicn Dates". Such request 14s8%ed the follovwing
prizary reascns for delay in the construyction of %“ne plants:

1. OChanges in the scope of the projects ingcli=
ding increases i{n the amount of material
and engineering requirecd as 2 resu.t of re-
galatery actiens, in paticular those subse-
quent %o the *Ml-2 accident.

2. Afeonstructicn delays and lower than estiza~-
ted productzvizy which resulted in delays
in installation of material and equipuent
and delays in sompletion of systess necesl=
sitating reschneduling of preoper:ttonal
testing.



2, Strikes py portions of the construction
work force.

4, Changes in plant design,

s, Delays in delivery of equipment and mate~
rials.

14, WpPSS Director of Nuclear Safety, G. D. Bouchery, continues in
tne letter:

cssdBtR8% construction completion dates we are
requesting sor the purpose of construction per=
mit duration reflect a reasonable allowance for
uncertainty, which 1is app;opria:o given the po=
vential feor continued regulatery cnanges and la-
bor difficulties,

again omitiing any sention of cash flow difficulties affecting the
completion cate of WNP=U,

12, A search of the documents sontained 4n the Local Public Doou=
=ent Room and of the NR: Accession List, as of Novezbder 21, 1981,
ras Tailed %O yncover any uJpdates or revisions ¢ the July 21, 1681
submittal. & e

~ONCLUSIONS OF LAW - -

12, Section 186 of the Atomic Energy Act of 1984 as amended (Act)
(42 UST 2236) pruvides, in part:

(a) Any license may pe revoked for any material
false statenent in the appiication cf any state-
ment of fact reguired under section 182...

‘4. North Anna, ?VRC 498 , establishes the de’inition of ma-
serial false statements within the seaning of Section 186 of the
et 43!

oy compmunication, written oOF oral, Likely %o in=
f1iuence the getermzination of a matter, which com~
sunication i3 not Srue.

1€, North Anna, supra, furtaer establishes that cggissicns or nen=
disclosures of material facts can centitute a violation under Sec=
sisn 186, saying in relevant part:

=+ seems cliear to s+nis Board that 2 failure °
inclade material inforzation in a submissicn o,
or filing delore, ene Coamission 13 8O eritical
to the Commission's need for full disclosure 0.
information on which to base it3 independent
safety recviev snat L% may compromise a falase
and misleading stategent,

v

-



and:
we conclude that Section 186 applies not only
to written and oral statements but to camisaions
as well,

16. Thus the failure of WPPSS to disclose the facts cited in para-
graphs &, to 12, adove {n 458 July 21, 1581 regueat for "Extension
of “onstructien Completicn Dates” for WNPe1 & U constitutes a zate-
ria2l false statezent under Seastion 186 of the Atomic Energy Act of

1984, as azendecd,
RELZEF REQUESTED

1%, WHEREFORE, Petitioners pray shat the Director, pursuant %o
2.202(a), Order the Washingten Publice Pover Supply Systea to snow
cause as to why the ~onstruction Permit, No. CPPR=174, for WNP-4&,
should not be revoked due to material false statements zade Dy the

licensee in its July 21, 1981 submittal.

Respectfully submitted,

)

Nina Bell
Coaliticn for Safe Power

sa: Pobert Ferguscn, »PPS3S

fncls. (2) ,
s '
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Attachment A

ALTERNATIVE EVALUATIONS
WNP-4/5

March 26, 1981

Washington Public Power Supply System
Richland, Washington 99352




ALTERNATIVE EVALUATIONS
WNP -4 /8

ABSTRACT

This report contains an analysis of potential cash flow reductions that
could be achieved at WNP=4/5 by a managed work force reduction over the
next 16 months, These cost deferrals would reduce the required Tevel
of financing now planned fn enat period for these projects, but the
deferrals would alsd result in fuel load delays and associated project
cast increases 2as well as additional costs for replacement power, The
relative significance of these and other pertinent factors are dis-
cussed in this report.
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INTRODUCTION
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the purpose of this evaluat!
options availatle to Sunply System manaqeﬂent_to-selectjye\y_;ggp the
oroject work at WNP.4/S %0 achieve a,;gqggupf_qost_getenzals.nnich._fﬁ
syrn, would reduce she near-term fcrecq;ggq_ggqqtng_gng1;gneng;,_
reduction in project activity would have_;n_AMpac:,gn-tha_o\anucd.iuel
Yoad and comercial operational dates and the possible cost increases
which could occur must be well understood as 2 part of the gecision
process. Later operational dates could also cause impacts to the Prod-
pect to loss of power

ect Participants and others in the region with res
producticn and the net increases in costs which might be incurred in

purchase of replacement power.
h have been made and summar {zed in this report de-
geribe two periods of planned slowdown At pach project -- 2 ¢ix-month
and a twelve-montnh period beginning April 1981. A range of activity
levels all the way down o essential shutdown of construction was exam-
ined for each situation (in all cases the engineering effort was main-
tained at or near current planned levels). Construction activities
were examined on 2 contrac:-by-contract basis to determine the effect
of varicus manning levels in achieving cost deferrals on each con-
The composite was snen examined 10 determine net cash deferrals
411 other significant perti-

trac.\-. '
and related impacts on fuel Joad dates.
uch that the final result is an

nent oSt elements were also examined S

ability to track cast deferrals with fue) load delays. These fuel load
delays result in increased project costs because of increased escala-
tign and increased interest to fund the additional escalation and in
sxtension of fixed costs including extended staffing. A1l three
£actors == cost deferral, fuel load delay, and project cost increase ==
are then correlated, Finally, the net cost increase due to purchasing

replacement power 13 obtained to complete the analysis.

The evaluations whic



SUMMARY OF RESULTS

the results of this evaluation are summarized {n Chart 111.1, Chart
111-2 and Tanle III-l, *he charts are a cross-plot of data developed
in the evaluaticn and {ndicate ihe cash flow reductions, the fuel load
delays, and tne project cost increases of either six- or twelve-month
slowing down programs for eacn oroject, The weeks of fue! load delay
on the abscigsa are plotsed against the cash flow deferral (on the left
ordinate) and against the sroject cost increase (on the right ordi-

nate). As an example, for 3 six-month program as shown in Chart 111-1,
given a cash flow reduction goal of $100 million for WNP-4, {t can be
ceen that this would cause 2 fuel load delay of about 34 weeks., It can
also be seen that 2 delay of 34 weeks would result in a project cost
increase of about 5260 million. The project cost {ncrease is primarily
due to the added escalation and associated added {nterest costs caused
by the extencec construction perfod. In 2 1ike manner, data for 2
swelve-month program {s displayed on Chart [11-2. The information for
each project is incependent of the other and it would also be possible
to select & six-month program at one project and a twelve-month program

at the other.
deferral of a specified quantity of
money, various campinations of events at one or both projects for the

same or ¢ifferent periods of slowdown can be selected. The resultant
¢.e1 152 delay at each project and the associated oproject cost {ne

crease can tnen be detarmined.

rherefore, assuming the goal is a

The data can also be used in the other direction; i.e., for an inten-
tional selected fuel load delay based on 2 reduction in construction

effort, the approximate associated cash flow deferral and project cost

increase can te determined.

t+ ig interesting to note that while the project cost increases for a
given fuel load delay are pcsentially the same for toth projects, there
i¢ a marked difference in tne amount of cash flow deferrals which are
achieved for the same fuel lcad delay at each project.

far sxample, on Chart 111-2, for 2 swelye-month slowdown program which
regylts in a fuel leoac delay of 30 weeks, the cash flow deferral at
NP4 1 gliansly oyer SIS0 millioal(33% of the planned cash flow)
WheFE3s a2t aNP-3 the ceferral i only aroue €20 million (17% of Lhe

nlanned casm TIeW . ¥hie di7Terence s due %0 two orimary reasons.
First, the planned cash flow at WNP-4 i heavily deminated by construce-

rion cost (32% at WNP-4 compared to 38% at WNP.3) while prepurchase
sntracts ae a more significant factor at WNP-§ (23% versus 7% at
WNP-4), Only modest reducticns (10%) 1n prepurchase contracis are
nelieved possible in these slewdown scenarios, therefore, WNP -5 has
less o offer in deferrals. Furtiher, although actual construction
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activity
cases, the
WipP.5 for these reasons: (4
planned; 1.8,
WNP -5, an
these are jointly
by a reduction in

111-2

an WNP=5 was assumed to be redyced to 2 minimum in the extreme
t gecrease proportiona:e1y at

sual construction costs ¢0 no
(1) a higher level of Joint activity 1s

the WNP-3/S nauyl road with nalf the costs flowing ts
re in modilizaton and, agaﬁn.
L)

a4 (2) a numter of contracts 3
costed to doth WNP-3 and WN? -5 and are not fected

specific activity on WNP =5,
yiewing these charts s that

Another opservation which can be made in re
rral will have less impact on project schedules if

a given doliar defe

the ceferral is accomplished in the longer period program, For ex-

ample, in @ ¢ix-month program as shown in Chart 111-1, 2 $100 mi1lion

deferral at WNP-4 would impact the fuel load date by 34 weeks, whereas,

a $100 million deferral over twelve months (Chart 111-2) would impact

tne schedule DY only 14 weeks. this heavier impact comes from two reas
1 effect on some

sons: (1) in 3 ¢ix=-month ¢1owdown there is a seasona
period, but mare significantly,

work caused By pushing it into 2 winter
¢ work reduction, the remobilization delay s 2

(2) in extreme cases 0
heavier proportion of the total delay in 2 ¢ix-month preogram than it
would be in 2 twelve-month program.
The cata from these charss can be used 1o compile various possible com=
pinatigng, of plans as shown im Table 111-1. The only information not
taken directly from the charts 1S the Cost of Replacement Power. This
information was developed by 2 separate analysis performed in part by
Q. W. Beck and A¢sociates. In gummary, 1t was assumed that 2 combina-
rion of seconcary snergy in the re ion together with firm power pur=
cnased from outside «ne region would be the o2 T available
+s replace the power lost by fuel load

cgite value '
'nis s 3 minimum va ueé 1n o
From this cost, PR e —
e avoided by not operating tne projects and
ye) depletion and Operating and Maintenance
placement power 1s at least S2

grojecs.
purchases ronsgidered,
for each project would b
thig 18 associated with f
costs, he ~esyltant net cost of re
million per eok for exch project.
ions on Table 111-1 indicate the sotal deferrals in
cash flow which could be accomplished DY the {dentified action on each
project. The associated fuel load delay, project cost increase, cost
of reslacement DOwer and total cost increases are Shown far sach comdie
aation., There is no particular gignificance +o the specific cases
¢hown -=- they are only examples 1o demonstrate the way in which the
data can be used and to give an overall impression of the total cost
impacts agsociated with different levels of cost deferrals.

The axample combinat

ar W0 actual ex~

cash flow reductions ref
ferred is larger

1s ghould de noted ners that
senges wnich could be ceferred. rhe actual financing de
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heenyse of the kond resalution requirement to set aside six-months
interest from each wond sale and the Supply System policy to set aside
what amounts %0 an acgiticnal two years of interest for each pond

sale, At interest rates of 12 percent, this {s equivalent %0 approxie
mately 30 percent of 4he proceeds set aside from each sale, wWhen fi-
nancing ccsts are ingluded, the net rasult is a need T2 sell at least
$1.5 in boncs £or every S1 available for actual construction expenses
(including actual interest paid). Therefore, a $200 million cash flow
redyction regresents 3 deferral of min imum of $300 million of bor=ow=

ings.

The data developed can be used to evaluate intentional cash flow reduc-
tions in the expectation of possible lower interest rates for bond
cales at a later date. For example, in a case where interest rates
~ase as hign as 15 perc nt and deferral was contemplated in hopes of
large changes in interest rates == 537, down to 10 percent =- the fol-
lowing analysis could be made and compared to the data developed in
table 111-1. Fer each $100 million sold at 15 percent, the levelized
payback cver 30 years is $15.230 million/year. At 10 percent, this
saynack would De $10.608 million/year. The difference is $4,622 mil-
1ian per year for 20 years. The present value of that stream of save
{ags cepends ubon tne overall weighted average of borrewing on the
project - currently for WNP-4/5 this is 8.04 percent. Assuming it
were 3 gercent, the sresent Value of $4.622 mi1lion per year for 30
years would De ¢52.0 million, (1f-the weighted average rose to 10
sercent, the present value would de $43.8 ai11ien). Using the higner
figure of ¢22,0 million for each $100 million of berrowing, an example
case can de congidered, For @ €300 million geferral shown in Table
111-1, 1% would be possible to defer $450 millien in borrowing. 1f
tnig ceferred sorrowing ¢ouid oo placed later at 2 § percent interest
rase savings, the sregent worth of 4Rt amcunt (at the time the prode
pets are ready for operation) would he $234 million. This possivle
savings must oe compared to the incriased cost of $932 million due tO
tne compination of project cost increases and replacement peCwer gosts
in the same time frame.

Finmally, a specific evalyation was mace .~ 2 satal twelve-month cone
gerycsion shutdown at both preojects whers only engineering and protec-
tion of work in place continues. this s surmarized in Table 111-1 and
would resylt in ¢,e) load delays of 71 and 62 weexs at WNP -4 and WNP-3,
regpestive’y. 1Ne increased project Costs would be $1,0¢8 millien and
the cost of lost power would be $2688 million for both projects. (osts
deferred would De €394 million. Using the same assumptions 23S above,
the compined deferral of $394 million in expensas ($590 million in dor-
rowing) would ~esylt ‘n a potential interest savings of $307 million,
This must De comoares 10 $1,264 million in increises costs == the ratio
were of potential Costs +o potential savings ig approximately & %9 1.
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$100M Deferral
g-Month Program
Totals « « o & o o @
$150M Deferral
§-Month Program
Totals

¢ 4200M Deferral

12-Month Program
Totals « « « « + @

§300M Deferral
12.Month Program
Totals + « « « + ¢
$400M Deferral
12.Month Program
Totals

12-%onth Canstruction
Swtdown = Both Projects
Tota‘s . . .

. . .

8109

¢7%/wk net cost

TABLE 111-1

pOSSI8LE COMBINATIONS

Deferral

T /oM e

28 #5

TI00H

S110M #4

o

Sa:ug

S150M #4
§Q_ #3

$200M #4
100 #¢

$250M #4
110 #5
Y00

fuel & Q%4 S
of lost power « gach plant (

Fuel
Load
Delav

ia WKS

18 wks

20 wks
30 wks

29 wks
16 wks

44 wks
82 wks$

|
72 wk$
62 wks

71 wks
62 wks

avings

Increased
Project
Cost
T 160N
105
LY

$ 300M
200

TN/« each plant sower value (ynderstated)
LaM/wk each plant

(gverst

Cost

Renlacement

Power?

TRy

30

$ 78M
60
ST3EN

$ SeM
32
TR

$ 8sM
104
T

$144M
124

1424
124

Ti5eM

ated)
understated)

Total
Cost
Inerease

T 0N
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Ferguson recommends WNP-4/5 slowdown

( e need lor powes from these
projects.

in the next yedr aione. the Supoly
Sysiem would have to rane more
(ran $3 billien 10 continue wotk on
all tive plants, far more than the
Supply Sysiem mas ever had 1o
DOtIOw belore.

“The numbers a3 (hey appear are
just 100 large 1@ handle without the
1otal commitment and suppon ol the
state and region,” Ferguson saig.

He identified several recent events
(hat have createc an atmospher e of
"gm:qnam!v" both with the oublic
and on wall Sireet

They incisde 3 recent Bonnevilie
Power Administrauen study indicat
ing 4 potentially large amount of

taying the decinon wad “pure
heil” 10 make, Managing Directof
Robert Ferguson has asned the Sup=
ply Sysiem noatd of direcron 10 slow
down construction of unity 4 and 5
for one yeal.

Thc"vecommcndanon came afer
ferguson Grew (he boitom hine on )
aroposed fiscal 1982 constrycnion
wudget of $23.9 billion for all five
auclear power plants

ferguson $ surprive announcement
May 239 et 10 motion 3 senes of
high-level meetings throughout the
region board memben and parts
copanty discusred ang debated ihe
recommcndwon,. L

supply System gaard Prevident
granton Gain said the Ferguson
recommencation was just 1hat and
that the hinal gecisiony rest with (he
38 Participants that are owners of the

.
rwo projects and with the poard of ‘nSlde
‘ direciors.
On june 10 the Suppiy ‘:vw.cm was ‘ @ FU” text Of
scheduled 10 udmt s detailed { F 3
analysis of the dudget 10 imne board’s \ erguson s

Commmiitee on Treasury. Finance,
and Audits,

On the following day the commit-

¢ tee was scheduied 1© make ity repon
10 eithet the trecutive Commitiee Of
e full poard.

The earhiest that ihe Dodrs of
gireciors ¢could act on (e siowcown
would e at d special meeting ot the
noatd june 16, Cain sad

in maning 11} 'Qcommendauon,
Ferguson repeated his dene! that
WP ang WhNP-3 will e needed
1o provice the elecinc powef
needed (0 ensure the ecanomic
well-De10g ol the Pacine sNotthwest

¢ . Byt hesad would De estremely
ditficulit 10 rane (ne money neeced
10 compiete alt hve projects while
, people in the region are questioning

speech, Page 3

e Interview with
4/5 study
head, Page 4

e ————

e Full speed
ahead on WNP-2,
Page 2

SR e —————

@ Reactor pars
arrive at
satsop, Page 7

energy can be saves through
conservation.

A recent energy forecast by the
Pacific Northwes! Utilities Confer-
ence Committee projects deciine
in power demand in the region.

Finally, the Washingion Legislature
mandated that an independent study
of the feasibility and need fof WNP-
4/% be undertaken.

“we have to put (hat question
(need for power) 10 bed,” Fergusen
1o!d 2 press conigrence in Richland,
WA, last week.

Al the same press conference,
Ferguson indicated he sinned his
main hopes on ganing the needed
regional consensus from the legmlas
tive study and from the new
Regional Power Council.

“An endorsermnent of the counal
pius the study would g0 3 long way
owards relieving the yncenanty
that surrounds the 4/% ssue,” he
said.

By law, the new regional council
must come ug with an enesrgy plan
for the Pacific Normwest in Two
years, but Ferguson expressed hope
that the council would deal with th
4/% siue sooner.

Speaning before 3 subcommities
of the U5, House of Representative
jast week, BPA Adminstrator Petet
jonnson urged that this stuay be
compieted 0 one yeal, “in view Of
(he ngk 10 the tegion’s power et
ang tne extreme costy anociaied
with the prospeclive moratornum.’

Iohnson pointed out that BPA h
1 legal obliganen ynder the regier
power act 1o meet the region’s
elecinic power requitements.

veanwhile, Ferguson stated he
committed 1€ continuing construc
rion of projects 1. 2 and 3 as quic
and as economically 3 possible.
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Complete text of Ferguson’s speech to board

Mr President, Ladies and
Centiemen:

| appreciate your attending this
(necial meeting of the boarg
pecause | have 3 most senous wbe
ject to dicuss with vou that has
deveroped just quring the past two
weeKs

The subject s the FY.82 Budget

Ay you know, . this s the first
bhudge! | have developed lor the
Suppiy System, and it has been
very dillicuit process. For that rea~
son, | am departing from the budge!
presentation which you Rave pre-
vicusly expenenced.

Namely, | am discussing the matter
with vou beiore presenting a formal
budget which would only give you
the choice 10 agree of disagree.

| am involving the noard in the
integration of bucgetary policy mat-
ters with budget formuanon

The reason lor this depanure from
past practices 1 that thedugget 3% "
is geveloping for all five of our
auciedr power plants © very large.

Just last Thungay, 1=tough the
development process, | drew (he
Bottom line on the total esumaied
FY 82 budget for the first time.
frankly, though | strong'y suppont
the reed for Dngirg all five planty
on line at the eariies! date and that
the Pacific Northwest has the need
for the power (rom ail five plants,
the numbers as they appear are just
50 large to handle without total
Zommitment and suppent of the
ifate and the region.

“Why nas the budget risen 10
dramatically?

Because the budget | will present
10 yOu 1§ One not Dased on wnnes,
hopes ot probadiiines. This bucget
has Deer arrived at Dy gong Dack
through each of the projects and
getermining as objectively 33 posiie
Bie what the reaities are,

8y facing the rednnies of piamt
designy and the quantities of con-
crete, 210¢. and cadbie required 10
compiete tnem, (he Lime ang lapor
required to install these materials,
and realistic estimates of expecied

(as we!l a3 experienced) inflanon and
Aterest cosl, we have developed
the bugget.

Comparisons were also made of
construction production rates of
instaliing these materiais with other
nuclear installauons both in the
United States and abroad.

These numbers have never been
deveioped this accurately beiore.

The plant designs have not
changed since | became managing
director. | am just staung they were
not analyzed as thoroughly before.

As an exampie, et me review with

1982 Budget

(Proposed)
$23.9

r-—-ﬂ-----1

| Sortoms-dp Adjustment !

' g

$2.6
External Impacts

§2.9
Unidentified Costs

$15.9
1981 Approved Budget

. $ in Billions

vou the 1987 budget as it now
appears as 3 result of this extensive
review process.

In addition we have also increased
pur estimates ysing realistic numben
for inflaton and consequent wage
and materials cost escalation to show
you our current FY-82 budget,

These are ine coid, hard reaiities
we face.

In presenting this large initial cost
estimate this morming, | am at the
same time presenting 4 cavtion. | am
reminded of a discussion that | had
with Bill Anders, former AEC com-
musioner, and one of the first
astronaus o fly 1o the moon. | had
at the time just been asigried the
responsibility for completing the
then troubled Fast Flux Test Facility
at Manford.

Bill asked me 10 be sure 1O grve
him & warning ligat if | saw sigm of
trouble.

This morning | am grving you 3
warning light 4

_Quite frankly, fuoding the [ive,
projects at thy $2.8 billion _esti,
t mated.cost_level presents a very,
| very difficult prodiem_in _today's
jfinancial market.
_We not only have high interest,
rates, we have 1140 seen 3 steady
| movement of money from the iong-
| tetm bond market to the shorter- '
\"term market This is 3 period of
¢ uncertainty not oaly for our hunding
+ but lor funding of similar Xinds of
| srojects throughout the United
States.

Sudget level will require that we
Taise something n excess of 83
“willion this next year, and quite .
Trankly, this challenges us with one
~of the most difficuit funding pro-.
grams in the United States.
| Moreover, we ate asied 1o carry
¢ qut this funding pregram during a

seriod of uncertainty in thy state

ind regron.

- As you are il aware, we suffer,

whether rigntly of wrongly, 3 acx of
.p_ubhc confidence

(Continued on pages ¢ and 5

{
‘ _Completing all five projecs at this
1
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Ferguson speech to board. ..

(Continued from page J)

just recently the leginiature man-
dated an ingeprngent stugdy of the
jeasibility ang Co%t etiectiveness of
continuIng Projects 4 4nc § which, &
you have |ust jeer. are estimated ©
cost some 312 dilhon

Whether of ngt the ile should
gndertake this stugy 1 not the siue
The fact that it has contnibuted (0
the uncertainty 1n the bond market.
Because untl the study 14 compieted,
about March of next year, the
hinancial community will not reaily
know that the peopie of thu region
recognize the need lof ing are
commined 10 building hese projecis.

Annther reality: The Banneviile
Power Adminniration hay recently
published & study which ingicates
that potentially a great deal of
energy can be saved Dy consers
vaton.

The PNUCC has published a drakt
renort which gives the Impression
that the slectric load lorecast for the
region has dropped off the equival-
ent of the output of our projects 4
and §.

in addition, the Regional Planning
Coungl has just begun its dara
gathering which will resuit, some
two vears frorm now, in 3 regianal
power plan,

All of these activities are before
the public right now and have .
created a perceived uncerainty, net
oniy for the need for the powef,
from 4 and $, but with these winds of
costs (which | believe are stull the
lawest cost energy available)
whether of not the peapie of this
region should te committed to pay~
ing $12 billion for unity 4 and 5.

Mow from everything | know and
helieve and after analyling the data

and consulting the best expers
the fieid of load forecasting and
resource pianning, ums 4 and 5
in fact be needed o provide eie
power 10 ensure the Norhwest' )
economic weil-being.

As | have stated many times
before, orecasting eiectric demd
s not the task of the Supply Syst
Hewever, the uncertainty that ha
been created as 1o the need lof
power impacy the Supply Syster
dramatically in our daily operatic
our credibility in the state, and it
our ability 10 raise necessary
tunding.

A a recent lown meeting at
Satsop, | was repeatedly asked v
vons about the adility of the Sup
System to produce on ity comemut
ment. There were sincere questic
about the need for power,

These questicns from the publi

\ Ceorge Hinman

1962

4/5 issue puts uni

The office of Applied Energy Studies octupies
cluster of rooms in one corner of 3 classroom &
the campus of Washington State Unversity in P

Under ity auspices, professcn anc stucenty ha
undertaken 3 numoer of regional enerly stucie
yean, including preparing the data base for the
of Washingion Energy Profile.

None however i likely to have the jong-lasur
i new task which is to determine the need INC
of continuing t© build Washingion Public Powes
System Projects 4 and 5

The Washington State Legisiature last session -
that this study be uncertaken Dy the Washingro?
Research Center through its affiliate at WU, the
Applied Energy Studies.

Prafessar Cearge Hinman, 3 shynia teacher, ©
Office and will serve a3 program manager for th

Graduate students and facuity members, howe
not be doing this study. The law mandates that
recognized’”’ energy expert oe emploved.

Hinman said he expect the program proposal
ready for bid by early june ang that the auay <<
underway by mid-july. It must De completed Dy
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sre honest and real, and | believe
that they need an answer

S0 today | am maning 3 very
dithieult recommencation But in
maxing this tecommenacation, which
will invoke pensondl nataships, there
will be some very positive end
resuits.

The first and mest pontive resuit
of implementing my recommensa-
ton will be an unequivicd) commut-
ment 10 build projects 1, 2. and 3
with a cealistic cost and scheduie
estimate which also has the real
potential lor improvement

Also. there wiil be the opooOrtunity
10 reguce (he pudix s eds of com=
miting 1o an obiigaton ol some $24
million.

What | recommenc will aiso cem-
onsirale the contnbution of projecs
4 and § 1o this state n terms of jobs,
in termy of real invesiment for the
future, and in terms the public can
ynaerstand.

1t will aise prowide an cppartunity

for what | consider to be one of the
most impaertant facton that has not
yet Deen rescived, namely the kind
of consensus and commitment that |
believe 1§ hecessary 1o all ol us to
successfully compiete projects 4 and
9

Therefore my recommencations
are a foliows:

First, continuE tO CONSINUCT, 3
expeditiously a8 possible, projecss
1-2-1

And that the board grant me
authormty (0 implement an imme=
diate construction Moratontm on
WNP 4/5 for one yesr, while submit:
1ing 2 budget for FY-42 consisient
with this acuon.

This particular acuion will allow us
10 fund projecn 1.3-] with fewer
ditficulties and wth hull concentra-
non of effort theredy gaining the
very real possibility of improving oA
the completion dates of these three
plants.

| am panfully gware of the risks

usocated with this recommenc
tion, There it & real risk that by
proceeding there will be a shor
of powet in this region in the S
There will aiso be 3 lavelf in cor
struction workers that will impa
the people in this state immedid

Secondly, | recommend that '
board take ths gpportunity anc
1his intenrn one-year period 1o
sult with invoived parties (partic
pant, investor-owned utihities, ¢
service industries, BPA and the
regional council) regarding the
region’s need (or power.

| would hope that some resol
could be brought to ths impon
need lor power msue withint 4z
months, and no longer than one
year.

And third, | request the authe
1o negotate equitabie cost shan
with aHected parties as it relaies
the moratonum.

(Continued on B

energy office in the limelight

it g expecied 10 be prirmariiy an econemic study

Minman Wi

Managing Oirecior Robert ferguion’s recent recommens

10 recommend “whatever seem™ appropriate,”’ Hinman
snswering (he Sasic questiom of need, costs and ichedules, said.

Minman has been

Ind Ras aiso rerved d

3 facuity member 3l wSU since 1363
irecior of the yriversity racdiation

daton 10 \mpase 3 one-vedr moralorium on puilding of center and environmental researcn center,
Prot 1o coming 10 WSU, he spent ux yean working for
Ceneral Atomics Corp. of 34n Diego. a privite COMpany

units 4 and § shoulan ! aiter the scope of the study

ugnificantly, he sa1Q.

"] yee NO T€asON NOt 1O IO ahead s planned,” Hinman

.

The program propesal i broken down into five pars:
meeds and alternatives, finance, cost ang schedules, impacn
af 1eMDOrary power surpiuses. cencit ang rate changes,

and powver imports and [17-1-1at 8

The costractor chosen 1o 90 ine cost-schecule module,
jor exampie. Wil linely Alerview Supply System offictals,
(he agminitrat e auEier Senate (AGUITY INvestgaton and
other 1n come up with an ncepencent estimate.

Similatly, the finance mocule consultant woulid go 1o the
financial communiy 10 hng oul Row imterest rat
market conditicas arfec the Suppiv Svstem's ability (0

conunue tunaing he two Diant

= and

that wpphies reacior 3 for the nuciear Indusicy.

“I'm not anti=nuciear; !'ve aiways felt that the technoie

comminee.

i reasonable, " Hinman sad

We sdded, however, thal he nelieved the nauen could
get along without nuciea

The main nsue 11 COSL
ynless it pecomes 100 expensive,” he said.

Hinman and the subcontracion nired to do the study =
be working with i specal Aine-member steenng

¢t power if 1 has 10

“| see NO r2ASON NOL 10 e 1

Or, Peter Shen, the Suooly Systern Techmical Direcior w
resresent the Supply System on he Comminiee, and Ray
foleen will represent the Parucipant’s Committee. The

cther members Nave not yet Deen seiecied,

At the conclusion of the study, the oifice must come up
wilh 3 recommengation The egnlature left 10 the office

Story and photo by Todd Crow
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Ferguson speech to board...

(Continyed (rom page 3

1 Jf we could reach public unaers
granding on thi aue within sz
imonths, there 13 3 very reil possidus
._rv_mu we can hoid the wheduie
anc cost estimates that we nave jeen
today. | cannot rell you at thiy ume
what the net cost 1of sigwing Con
struction on ¢ and § will be. But |
must urge this body 1o resoive the
ssue of the need for projects ¢ and
g a1 the earliest possibie date ther-
eby making the impact on ouf
public a3 ymall as pessible.

Allow me 1o close By $3yIN8 this
presentation, and these recommens
dations, hive been pure hell ior me.

for the past 10 months, | have
spent every waking hout gedicating
myself 10 complenng these projects
at the earliest posybie date and at
the lowest possible cost. | mure you
(hat the management stafl feeis a8 |

N

4. And now, as each of you
individually has feit the trustration of
(s moment, | know you will under-
sard the saddening shock which
now overwhelng me i3 | draw the
pottom line on this cost estimate

Reluctantly, | reached the conclu-
sions and recommendations | have
just outlined. For even now we are
achieving new procduction records
on the very projecs that | propose
we bring (0 2 teMponn halt

Our new proguaimity records
reflect the stability we have been
able te bring to latar, 1@ contract-
ing, (0 engineering and o finanaing.

Tha restructured management and
contracling at the Supply System 8
yielding new penefits. And these
have been coupled with the strong
suppon we received from the legiy
lature. Let me say thase revelations
come very hard.

‘.

Facts about Projects 4/5

Wwashington Public Power
Supply System umts 4 and 5 are
. being built in the state of

Washingian to meet! powet
| needs forecast for the Pacific

\ Norhwest by the end of thi

| decade.

'\ The two projects are jointly
financed and Backed Dy agree

ment with 88 pubhdv-ovmod
Jtilities and the Partiand-Dased
private wtility, Pacific Power
and Light, known as
Parucipants.

fach parncigant i 1espONsIe
ble for making payments 10 the
Supply System for 14 share of
the plant costs as revenue
ponds come due. 8ands sold
so far for the two projects
eurrently 1otal $2.28 nillion.

Parucipation in the twQ Pro=
jects encompasses 3 jeven-state
ares, with approuimately 70

percent of the capability heid
by wtilities in Washingion state.

WNP« 13 located at Hantord
in Lastern Washingion and
gesigned 10 have 3 generaung
capaoty of 1240 megawars. It
s 12 percent compiete

Construction rmanagement
responsibility for the proect
was awarded to Sechtel Power
Corp. in Oct., 1980 replacng
Unied Engineers and Con-
struction which continues 10
suppon engineering and some
constryction services. ApRroxis
mately 1300 people are
employed on the project.

WNP-S is located in Cravs
Marbor County, Wash., about
66 miles southwest of Seattle.
Construction 1 13 percent
complete. Appromimately 1420
people are employed on the
project.

| cannot make the recom
tion for @ moratonum withe
same time, saying that with
suppon and the state and
supson on the need fof po
we @n iuccesstully bring 3l
plants on line within schecy
bucget

| cannot be less than hon
you, and | must be honest »
myself about this very real §

| took this job (o sucteed
we can succeed.

Our suctess 1 not 10 be ¢
from others, rather, it will &
on the foundation of 10day
by construcung real-world |
ing capaaity from hard, colc
and data.

in this alone we will buiic
future.

| would hope that you €<
my recommendationt

”
esm——

Key dates

o June 16, Tentative date lc
meeting of the Supply Sv
Soard ol Directens

o June 1316 N egotiatons
bond msue to finance cof
of WNP-4/5

o July 24, Supply System B0
Direcion approves 1982 ¢
ton budget

o March, 1952 Independer
WNP-4/5 wheduled lor ce

N

———————————
M
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Washington Public Power Supply System
PO Box968 3000 Gcovchuhmg\or\Ww R»chland.WnnmgtonBSJH 1509)372-5000

July &1, 198
G01-81-206
N$-L-GCS-B81-189

Docket Nos.: ¢0-460
§0-513

Mp. Harold R, Denton, Director
office of Nuclear Reactor Regulation
U.5. Nuclear Regulatory Cormission
washington, 0.C. 208

Dear Mr, Denton:

Subject: washington Public Power Supply System
Nuclear Projects No. 1 & & (WNP-1/4)
Extension of Construction Completion Dates

The Supply System requests amendments to Construction Permit NOS.
CPPR-134 and CPPR-174 for WNP+1 and WNP-4 to axtend the “latest
completion cates" for WNP-1 and WhP=4&, pursuant to 10CRF50.55(b).
Construction sermit No. CPPR-134 currently specifies January 1,
1982, as ghe, latest date for compdetion of construction for WP 1
and Construction Permit No. CPPR-174 currently specifies Cecember

1, 1985, as the latest date for completion of construction for WhP-4,
Far the reasons set forth below, the Supply System suomits that good
cause exists 10 extend tne latest completion date for ;:ns:ructicn
~grmit CPPR-134 tO June 1, 1986, and to extend the latest completion
gaze for construction permit CPPR-174 to June 1, 1887.

e ssequent to the jgsuance of the construction permits celays in
the construction of WNP-1 and WiP-4 nave occurred. The primary.
sactors causing these delays are as follows:.

1. Changes in the scope of the projects including increasas in
the amount Of material and engineering required as @ result
of regulatory actions, 1n particular those gubsecuent to the

, TM1-2 accigent.

2. Construction delays and lower than estimated procuctivity
«nicn resulted in delays n installation of material and
equipment and gelays in ccmpletion of systems necessitating

rescheduling of preopcruiona\ testing. &
'8

SRR 75\
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3, Strikes DY partions of the construction work force.
4. Changes 1N plant cesigh.
g, Delays in gelivery of equipment and materials.

n estimating new completion dates for WNP-1 and WNP-4, the Supply
System nas carefully examined the impact of the delays described

asove on the construction schedules for both units. Also, while

tne official completion dates are December 1585 and December 1986

#or WNP-1 and WNP-4 and while we ncpe 0 \mprove on these dates,

the June 1, 1586 and June 1, 1987, latest construction corpletion

dates we are requestin for the purpose of construction sermit duratien
reflect 2 reascnable 3 1owance for uncertainty._yhich s appropriate~
given the potential for continued regulatory changes and labor =™
gjfficu\ties.

Since these arandments involve no significant safety or environmental
considerations, the Supply System requests tnat the Cormissien dispense
with agvance nosice of tne anencment, pursuant to Section 189(a) of
sne Atomic Enersy Act of x9$4.'as amended. &2 use 223%(a)

e !
Aczordingly, tne Supply System requests, sursuant to 10CRF50.55(b)
that the Nuclear Regulatory Cormission amend Construction Permit
na. CPPR-134 %0 speci fy June 1, 1986 as the 1atest date for completion
of WNP-l and amend Construction Permit No. CPPR-174 20 gpecify June 1s
1387 as the yatest date for complation of WNF-4.

vne request yagarding amencment of Construction fernit NC. CPPR-124

ig a Class 11 smendrent, as it nas no safety or enyirenrental signifi-
sance and is @ natser of formality and administrative in nagure. he’’
recuest regarding amencment of Construction fermis NO. CPPR-174 18 0
Class | armencment a$ jt is a duplicate of an amendment for a second
essentially {gentical unit at the same site where soth prepesed
a~ancments are received, processed and jgsued at the same time, See
10CAF170.22. tnclosed, therefore, are two checks. One is in the
amount of §1,200 for the Class 1!l Amendment and the secand in the
arsunt of §400 for the Class | Amencment.
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The

Supply System recently filed a requestuwith the.Commissiendor,

a full refund of all fees paid to the NRC by.the Supply System,_ang
noted i1ts intent to pay any future fees under.protest until that
request s resolved (see letter of R.L. Ferguson to Chairman Palladine,

July

13, 1981). Accordingly, we hereby remit the fees prescribed by

10CRF170.22 under protest and subject to refund upon resolution of
ur r!QuCS!.

Very truly yours,

,4!575::LJE§:“‘4£“'

Go oc ‘OUCH'yO
Nuclear Safety

ol
=

GOBipp

Attachment - Notarization &

(44

->

CR 2ryant, Bonneville Power Administration - 339

R Mernan, ‘iuclear Regulatory Commission e
AW Mediei, United Engineers § Constructors, PA - 04U3
%S %eynolids, Cebevoise § Liberman

FOCC - 895



EXTENSION OF CONSTRUCTION
COMPLETION DATES

STATE OF WASHINGTON) Subject:
) 8s
COUNTY CF BENTON )

1, 6. D. BOUCHEY, being culy sworn, subscridbe to and say that [ am the
Director, Nuclear safety, for the HASHINGTON PUBLIC POWER SUPPLY SYSTENM,
the applicant herein; that 1 have full authority to execute this ocath;
ehat | have reviewed the foregeing; and that to the best of my knewledge,
information and belief the ctaterents made in it are true.

DATED /. 41 sags , 138

!

. U. S0UCKRY

On this cav personally agpearec jpefore me G. 0. SCUCHEY to me known t0

ze the jngjvicual who executed the foregeing instrument and acknowledged
that he signed the same 2as his free act and ceed for the uses and purposes
therein menticned.

-

GIVEN under my hand and seal this o < day of ul. ., 1981,

. d
'M L

Rotary Faeg)ic 10 ang fer tne S
State of wWashingten
| .

Residing at *:M
\
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UNITED STATES OF AMERICA
NUCLEAR PEGULATORY coMnIssIion

BEFORC THE DIRECTOR

In the Matter of

WASHINGTON PUBLIC POWER SUPPLY Docket lios. 50-460

— T it Snit® Nt St

SYSTEM, et gl- 50-509
Fermit Nos. CPPFR-174
CPPR-155

(WPPSS Nuclear Projects Nos. 4 & 5)

SHOW CAUSE PETITION BROUGHT PURSUANT
TO 10 CFR 2.206(a) REGARDING WASHINGTON PUBLIC
POWER SUPPLY SYSTEM PROJECTS 4 & 5. MARCH, 1982

Introduction

) This petition 1is brought by the coalition for safe Fower

(hereinafter refereéd to as "Coalition") before the Director, Nu=

clear Reactor Regulation pursuant to Chapter 10 of the Code of

Federal Regulations, Part 2.206(a). The petition alleces that

the decision gfsthe washington Public Power Supply System (WPPSS)

prmard cf Directors made on January 22, 1982 to terminate the

rojects 4 and § is basis upon which to reveke their respective

construction permits.

rescription of Petitioner

2 The Coalition is a non-profit citizens organization, fcunded

in 1969 to work for safe energy. 1ts work includes research and

education. The Coalition, through its cfficers anéd attorneys, has

represetned its members before the Commission, as well as state

agencies on guestions of nuclear power safety and licensing and

electric utility rates. The Coalition has been granted full par-

ty status in four proceedings before the Commission including the

original application for construction permit for the skagit Nuclear

Projects, Units 1 and 2, acplication for construction permits of

pebble Springs Nuclear plants, Units 1 and 2, and two license



amendments for the Trojan Nuclear Power Plant. The Coalition
nas also filed several Show Cause petitions before the Nuclear
Regulatory Commission.

Authority

: i Pursuant to 10 CFR 2.206(a) the Coalition recuests that

the Director, Nuclear Reactor Regulation, institute a proceecing
pursuant to 10 CFR 2.202 to revoke the WPPSS construction permits
Nos. CPPR-174 and CPPR-155 based on the inability of WPPSS to
raise the necessary construction funds for the projects and the
concurrent decision by the Board of Directors to terminate the
plants.

Statement of Facts

4. On May 29, 1981, the Managing Director of WPPSS, Robert
Fercuson, asked the Board of Directors to slow comstruction on

WwNP-4 and 5 because of continuing ,pproblems in financing the pro-
-
jects. In his speech (Attachnent A), Mr. Ferguson states:-

Quite frankly, funding the five projects.at
this $23.8 billior estimated cost level pre-
sents a very very difficult problem in today's
financial market. :
Completing all five projects at this budget
level will require that we raise something

in excess of $3 billion this year, and cquite
frankly, this challenges us with one of the
most difficult funding programs in the United
States. (pg. 2)

8 On June 16, 1981 the WPPSS Board of Directoss Voted to
support the Managing Director's request for a one year morato-
rium on the projects. Cessation of oonstruction occured in
July 1981.

6. By letter cated February 1, 1982, Mr. Robert Ferguson
informed Mr. William J. Dircks, Executive Director for Opera-

tions, U.S. Nuclear Regulatory COmmission (Attachment B) that



the WPPSS Board of Directors had, on January 22, 1982, adopted
a resolution terminating projects 4 and 5.

7, The NRC, in a letter from R.L. Tedesco, Assistant Direc-
tor for Licensing, Division of Licensing to Mr. Fercuson, dated
Mareh 2, 1982, confirmed the intent of WPPSS to terminate the
projects. (Attachment C)

g. It is common knowledce that the decision to “"mothball"
the projects was made due to lack of construction funds with
which to complete their construction. It is also common know-
ledge that the ability of WPPSS to raise the necessary funds
for controlled "termination” is in serious jeopardy.

Conclusions of Law

9. 42 U.S.C. §2236(a) and 10 CFR 50.100 provide that a construc-
tion permit may be revoked because of "conditions which would
warrant the Commission to refuse ,to0 grant a license on an origi-

b
nal application..."

10. 42 U.S.C. §2236(a) and 10 CFR 50.100 also provide that a
construction permit may be revoked "for failure to construct...

a facility in accordance with the terms

O

£ the construction per~
pitee.”

11. Thus, the inability of WPPSS to construct the projects
(see para. 4,5, and 8) and the unwaivering and uneguivocal in-
tent of WPPSS to abandon the prcjects (see para. 6 and 7) fufill
the respective conditions of the Atomic Energy Act and Chapter
10 of the COde cof Federal Regulations as set forth in paracraphs

¢ and 10 above.

rRelief Reguested

12. WHEREIORE, Petitioners pray that the Director, pursuant

to 10 CFR 2.202(a), Order the Washington Public Power Supply



System to show cuase as to why Construction Permits Nos. CPPR~-

174 and CPPR~-155, for Projects 4 and 5 respectively, should not

be revoked.

Lated this day, the
16th of March, 198B2.

Respectively submitted,
1A A

'.Z%rf/)
wina Bell

Coa.ition for Safe Power




'AN INFORMATION SERVICE OF THE WASHINGTON PUBLIC POWER SUPPLY SYSTE

Saving the decision was "pure
nell” 10 make, Managing Director
Robert Ferguson has asked the Sup-
plv System board of CireCiors 10 siow
down construction of units 4 and 5
1or on, year

The/recommendation came after
Ferguson drew the bottom line on 3
sroposed fiscal 1982 construciion
budget of $21.9 billion for ail five
wClear power plants.

Ferguson s surprise announcement
May 29 set in motion a series of
high-level meetings throughout the
region as board members and parti-
cipants discussed and “etaled the
recommencaton.

Supply System Board Presicent
Stamon Cain said the Fgrguson
recommendation was just that and
that the final decisions rest with the
88 Participants that are owners of the
iwo projects and with the board of
direcrors.

On june 10 the Supply System was
scheduled to submit its detaiied
analvsis of the bugget to the board's
Commmittee on Treasury, Finance,
and Audils

On the foliowing Say the comemit-
1ee was scheduled 1o maxe ity report
10 either the Executive Committee of
the ‘ull board.

The eariiest that the board of
"giectors could act on the siowdown
would be at a special meeting of the
hoard lune 16, Cain said.

in making his recommendation,
Ferguson repeated his belief that
WANP-4 and WNP-5 will be neeged
10 provide the elecinc power
..eeded 10 ensure the economic
weil-being of the Pacific Northwest,

Byt he said it would be extremely
ditficult 10 raise the money neeced
to complete all five projects while
people in 1he region are Qquesuoning

ihe need lor power from these
projects.

In the next vear alone, the Suppiv
Svstem would have 10 raise more
than $3 billion 10 continue work on
all five plants, fat moare than the
Supply Svstem has ever had 1o
borrow beifore

“The numbers as they appear are
just 100 large 10 handie without the
101al commitment ang support of the
state and region,” Fergusen saic.

He identified several recent events
that Rave created an atmosphere of
“uncertainty” both with the public
and on Wall Street.

They incluce a recent SBonneviie
Power Agministrauion $1uCy incicais
ing a potentiall¥ large amount of

W NN SR TS

Inside

® Full tex of
Ferguson’s
speech, Page 3

® Interview with
4/5 study
head, Page 4

® full speed ‘
ahead on WNP-2,
Page 2

® Reactor perts
arrive at ‘
Satsop, Page 7

June 12, 19817
‘e Vol. 1 No. 5

Ferguson recommends WNP-4/5 slowdown

energy can be saved through
consenvation.

A recent energy forecast by the
Paciiic Northwest Ltilires Conier-
ence Committee projects a decline
in power demand in the region.

Finally, the Washington Legislature
mandated that an ingdependent study
of the feasibility and need for W\ N\P-
4/5 be undertaken.

“We have to put that question
(need for power) to bed,” Ferguson
told a press conference in Richland,
WA last week,

At the same press conference,
Ferguson indicated he pinned his
main hopes on gaining the neecec
regional consensus from the iegisia-
tive study and from the new
Regional Power Council.

“An endorsement of the council
plus the study would go a long way
towards relieving the uncertainty
that surrounds the 4/5 issue.” he
sard,

By law, the new regional councll
must come up wilh an energy pian
for 1the Pacific SNorthwest 1n two
vears, but fFerguson expressec hope
that the council would deal with the
4/% nsue soone’.

Speaking before a subcommittee
of the U.S. House of Representatives
last weex, BPA Agminsirator Peter
johnson urged that this study be
completed in one year, 'in view Of
the risk 10 the region § pOwer SupRT
and the exireme COsts associated
with the prospective moralonum -

Jjohnson pointed out that BPA has
a legal obliganon under the regiona
pow=* aCi 10 meet the region s
eleci ic power requirements.

‘eanwnile, Ferguson statec he 15
committed 10 continUINg CONSIruc:
tion of projects 1, 2. and 3 as Quicsly
and as economically as possibie.
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Washington Public Power Supply System
P.U.20x968 SOOOGeorgeWashingtonWay Rich!and.Washin;\on99352 (509)372-5000

February 1, 1982
G0-1-82-0041

Docket hos: 50-509
€0-513

Me. William J. Dircks

Executive Director for Operations
U. S. Nuclear Regulatory Commission
washington, D. C. 20555

Dear Mr. Dircks:

Subject: TERMINATION OF SUPPLY SYSTEM NUCLEAR PROJECTS 4 AND 5
(WNP-4 and WNP-5)

On January 22, 1982, the Washington public Power Supply System Board of
Directors adopted @ resolution terminating the Supply System's Nuclear
Projects Nes. & and §. Construction work on these twl (2) projects
essentially was halted by the Supply System in July 1881, with tne
intent that am extended construction” delay would continue until June 30,
1983. We advised the staff of this construction deferral by letter t0
Lr. H. R. Denton dated October 26, 1981. B

Those projects were under construction pursuant to Construction Permits
CPPR-174 and CPPR-185, respectively. At the time that work was halted,
WhB-4 was 24% complete and WNP-5 was 1€% complete.

The Supply System has developed plan for termination of these projects -
which contemplates two phases. Phase One involves efforts O seil the
plants intact to a new owner. The Supply System will maintain the plant
structures and equipment in 2 licensable condition at least through

Prase One and s0ssibly thereafter, and will comply with the conditions

of +he Construction permits and tne requirements of NRC regulations. -We
intend by and during these efforts tO retain the Construction Permits.

we are willing to meet with your staff to brief it on details of the
efforts contemplated.

Phase Two of the termination plan will commence only after the Supply
System cetermines, subject to tne rights of the farticipants and pacific
Fower and Lignt (10 owner of WiP-5), that it is no longer prucent 1O
expect that the projects can pe sold in their entirety within 2 reasonable
time and without unreasonable expense. no definite time period has been
cet for completion of the first phase and initiation of the second.



Fage 2 of 2

W, J. Nircks

Page 2

February 1, 1982
WNP-4/5 Termination

1n Phase Two, plant eguipment and materials will be sold or otherwise
disposed of in a prudent manner, in accordance with applicable contractuad)
and legal procedures.
With regard to WiP-4, the application for an Operating License for WhP-
1 and kP-4, including the FSAR, FER and General Information Document,
was sutmitted to the NRC on November 25, 1981. Because we intended 2t
+hat time to resume construction of WNP-4 following the extended delay,
the application addressed both WNP-7 and WNP-4, Recent events dictate
that the application address only WNP-1 now and until further rotice.

Very truly yours,

AL Zﬁ““'"’
R. L. Ferguson
managing Director

GCS/sm

cc: HR Denton 4RC
vy Stello NRC - r
£6 Adensam NRC
A Schwencer NRC
RH Engelken NRC Region V
NS Reynolds D&L
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SRy @ s NUCLEAR REGULATORY COMMISSION
-','. o M/l; ; " VWASHINGTON, D. C, 20558
° oy fi K
b s MAR 0 2 1982
Dotket Nos: 50-5089
: and 59-513

Mr. Robert L. Ferguson, Managing Director
washington Public Power Supply System
?.0. Box 968

Richlard, washington 99382

Dear-Mr.- Ferguson:

Subizct: Termination of washingten Nuclear Projects 4 and 5

In your letter of February 1, 1982, to Mr. W. J. Dircks, you discussed the Supply
System's intent to maintain the structures and equipment at Washington Nuclear
Projsct (WNP) Nos. 4 and 5 in 2 licensable condition at least through the period
you nave termed Phase One and to comply with a1l existing construction permit
conditions andé requirements. Our preliminary assessment of this decision coes
nat indicate that any additional near-term action other than that taken or
<lanned is necessary at this time on the part of the Supply System,

1t is our understanding that the Supply System intends to carry out the management
plan presented to the Region ¥V Office on Decembar 10, 1981, insofar as maintaining
the plant equipment and records. The NRC Resident lnmspectors and Regional Inspec-
tors intend to conduct their activities (inspection surveillance, audit) on both

units in accordance with'this plan until such time 2s tne Supply System announces

termination of phase one.

The staff has ceased its review of the cperating license (OL) application for WNP-4
as you requested, he are continuing our acceptance review of the WNP-1 OL applica-

—-t¢ion. ~ You should amend the pending application for operating

anc WNP-4 to reflect the present status of the WNP-4 projeci.

licenses for whP-1

Because the staff

expects to cormlete its acceptance review for WNP-1 only by mid-March 1982, it may, .

he acvisable for you to await the outcome of that revie~ and

amend your application
to celete WNP-4 at that time. We could then docket and notice

tne application for

an operating license for WhP-1 only. Other aspects of the termination of WAP-4

and WNP-5 could also be discussed at that time.

e — = —-- Sincerely, —

Lok | Ny

, Bobert L. Gedes: » A
}/' for Licensing
{ Division of Licensing

— . ——— i — ————

stant Director
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A W B NUCLEAR REGULATORY COMMISSION
% BN ,‘.: WASHINGTON, D. C. 20588
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L ETE &
Docket Nos: 50-513

and 50-509

(10 CFR 2.208)

Msg, Nina Bell

Coalition for Safe Power
Suite 527

408 S.W. 2nd

Portland, Oregon 97204

Dear Ms. Bell:

This is in response to your petitions dated November 30, 1981, and March 16, 1982,
on behalf of the Coalition for Safe Power. Both petitions have been considered

under 10 CFR 2.206 of the commission's regulations. For the reasons stated in the
enclosed "Director's Decision under 10 CFR 2.206," the petitions have been denied.

A copy of this decision will be filed with the Secretary for the Commission's review
in accorcance with 10 CFR 2.206(c). As provided in 10 CFR 2.206{(c), this decision
will become the final action of the Comnmission in twenty-five days unless the Commis-
sion determines to review the decision within, that time. | also enclose 3 copy of a
notice that is being #iled with the Office of the Federal Register for publication.

Sincerely,

i ot ¥ A

Harold R. Denton, Director
0ffice of Nuclear Reactor Regulation

Enclosures: .
1. Director's Decision
2, F.R. Notice

cc: See next page




WNP

Mr. R, L. Ferguson

Managing Director

Washington Public Power Supply System
?.0. Box 968

2500 George lashington \ay

Richland, washington 20352

cc: Mr. V. Mani ' Attorney General
United Engineers & Constructors, Inc. Temple of Justice
30 South 17th Street Olympia, wWashington 98504

Philadelphia, Pennsylvania 19101
Chairman, Energy Facility Site

Nicholas S. Reynolds, Esg. Evaluation Council
Debevoise & Liberman 820 East Fifth Avenue
1200 Seventeenth Street, N.W., Suite 700 Olympia, Washington 98504
washington, D. C. 20036
Chairman
Mr. £. G. Ward Benton County Commissioners
Senior Project Manager County Court House
Babcock & Wilcox Company Prosser, Washington 99350
p.0. Box 1260
Lynchburg, Virginia 23505 - Grays Harbor County Commission
5§12 Bel Afre Drive
Resident Inspector/WPPSS NPS Aberdeen, Washington 98520
c/o U.S. Nuclear Regulatory
Commission o ., "
p.0. Box 69

Richland, wWashington 99352

Mr. R. B. Borsum

Nuclear Power Generation Division
gabcock & Wilcox

7610 Woodmont Avenue, Suite 220
tethesda, Maryland 20814

6. E, Craig Doupe, Esq.

washington Public Power Supply System
3000 George Washington wWay

p.0. Box 968

Richland, Washington 99352

Robert Engelken, Regional Administrator

U.S. Nuclear Regulatory Commission,
Region V

1450 Maria Lane, Suite 210

walnut Creek, California 94596



; NUCLEAR REGULATORY COMMISSION

DOCKET NOS. 50-513 & 50-508

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

JASHINGTON MUCLEAR PPOJECT NOS, 4 & § :

1SSUANCE OF DIRECTOR'S DECISION UNDER 10 CFR 2.206

Notice {s hereby given that the Director, Office of Nuclear Reactur Regula-
tion, has denied two petitions under 10 CFR 2.206 filed by the Coalition for Safe
power of Portland, Oregon. The petitions asked that the Director revoke the con-
struction permit for WNP No. 4 on the basis of a paterial false statement in an
application for extension of the permit and revoke the permits for WNP No. & and
WNP No. 5 in view of the Washington Public Power Supply System's recent termina-
tion of its participation in the two projects. The petitions have been denied
because no material false statement was made in the extension application and
because no compe111n§~%ékson exists at this €§me for revoking the permits.

The reasons for this denial are fully described in a “Director's Decision
Under 10 CFR 2.206" which s available .for public. inspection in tg; NRC's public
document rooms at 1717 H Street, N.W., Washington, D. C. 20555, the Richland
public Library, Swift & Northgate Streets, Richland, WA 99352, and the W. H. Abel
vemorial Library, 125 Main Street, South, Montesano, WA 9B8563. A copy of the
decision will be filed with the Secretary for the Commission's review in accord-
ance with 10 CFR 2.206(c).

Dated at Bethesda, Maryland, this 15th day of June 1982.

FOR THE NUCLEAR REGULATCRY COMMISSION

Faroin é. Denton, virector

Office of Nuclear Reactor Regulation
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UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

OFF1CE OF NUCLEAR REACTOR REGULATION
Karold R. Denton, Director

In the Matter of
Docket Nos. 50-30%

50-513
(10 CFR 2.206)

WASHINGTON PUBLIC POWER
SUPPLY SYSTEM
(WNP Nos. 4 & §)

e S S S

DIRECTOR'S DECISION UNDER 10 C.F.R, 2.206

Nina Bell, on behalf of the Coalition for Safe Power, Portland,
Oregén. has filed two petitions under 10 CFR 2.206 that request certain
actions with respect to two nuclear projects for which the Washington Public
Power Supply System (WPPSS) holds construct;;n permits. In its petition
¢ated November 30, 1981, the Coalition reguestod that the Director of
Nuclear Reactor R;;uwation jgsue an order to show cause why the
construction permit for WPPSS Nuclear Project (WNP) No., 4 shoqld not be

revoked on the basis of an 21leged "material false statement” in WPPSS'

July 1981 application for an extension of the WNP No. 4 construction

Y R

permit, The Coalition has filed another petition, dated March 16, 1982, under
10 CFR 2.206 which requests that WPPSS be ordered to show cause why the
construction permits for WNP Nos. 4 and § should not be revéked, because

WPPSS has announced its intention to terminate its participation in the two

projects. For the reasons set forth in this decision, the Coalition's

petitions are denied.
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I. WPPSZ DID NOT MAKE A "MATERIAL FALSE STATEMENT" IN ITS APPLICATION
FOR EXTENSION OF THE WNP NO, 4 PERMIT,

On July 21, 1981, WPPSS submitted an application fo{ extension of

the latest completion dates fcr construction of WNP No. 1 and KKP

-

No. 4. Y WPPSS assigned the following reasons as bases for
extending the permits:

“Subsequent to the issuance of the construction permits delays in
the construction of WNP-1 and WNP-4 have occurred. The primary
factors causing these delays are as follows:

1. Changes in the scope of the projects including increases
in the amount of material and engineering required as a result
of regulatory actions, in particular those subsequent to the
TMI-2 accident.

2. Construction delays and lower than estimated productivity
which resulted in delays in installation of material and
equipment and delays in completion of systems necessitating
rescheduling of precperational testing.

3., Strikes by portions cf the gonstruction work force.
%
4. Changes in plant design.

§. Delays in delivery of equipment and mater1a1s.“_¢gl

1/ The application consists of a three page letter from G. D. Bouchey,
WPPSS Director of Nuclear Safety, to H. R. Denton, Director of NRR,
and an affidavit signed by Mr, Bouchey. See Attachment C to the
Coalition's Petition (Nev, 31, 1981). With respect to WNP No. 1,
the application requests an extension of the latest completion date
under Construction Permit No.CPPR-134 from January 1, 1982, to
June 1, 1986. The application requests an extension of the latest
completion date for WNP No. 4 under Construction Permit No.
CPPR-174 from December 1, 1985, to June 1, 1887,

2/ Letter from G.D. Bouchey, at 1-2.
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On October 26, 1981, WPPSS formally advised the staff that the WPFSS
Board of Directors had voted to defer further construction of WNP Nos. 4
an¢ & until June 30, 1983, “because of difficulties in simultaneous
¢inancing of all five of our plants now under construction, given the
current high interest rates and bond market conditions.” 3/ WPPSS
subsequently withdrew its July 21, 1981, application insofar as it
requested an extension of the WNP No. 4 construction permit in view of
its deferral of the project's construction. &/
The Coalition claims that WPPSS made a material false statement in
its July 21st application because WPPSS omitted any mention of cash flow
difficulties affecting the completion date of WNP-4, The Coalition
points to a study prepared for WPPSS that examined options to slow the

pace of construction on WNP Nos. 4 and § as a way to reduce the burden

of near-term funding.requirements, See wkpss, Alternative Evaluations -

WNP 4/5 (March 26, 1981) (Attachment A to Coalition petition). The
Coalition also notes that the WPPSS Managing Director proposed a one-
year moratorium on construction of WNP Nos. 4 and § in May 1981 to the WPPSS

Board of Directors as.a way of easing WPPSS' immediate financial burdens.

3/ Letter from R.L. Ferguson, WPPSS Managing Director, to H.R. Denton,
=" Director of NRR (Oct. 26, 1981). y

4, Letter from J.W. Shannon, WPPSS Director of Safety & Security, to

- H.R. Denton, Director of NRR (Dec. 31, 1981). WPPSS indicateg in
this letter that it mignt reapply for the extension of the WNP
No. 4 permit after June 1683. WPPSS has since announced termina-
tion of the project. See note 10 infra.
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The moratorium would also provide an opportunity to re-examine WPPSS' need
to build the two projects. See Speech of Robert Ferguson, 1 Power Lines
(WPPSS newsletter] at 3-6 (June 12, 1981) (Attachment B to Coalition
petition). The WPPSS Board of Directors approved the one-year moratorium
on construction. See Coalition Petition at 3 (Nov. 30, 1981). The
Coalition charges that, by omitting any reference to the foregoing facts,
WPPSS made a material false statement, because these facts indicate "cash
flow difficulties" affecting the completion date for WNP No. 4. Consequently,
the Coalition urges the construction permit for WNP No. 4 should be revoked
for this alleged offense. )

Although the Coalition's petition might otherwise be considered
moot because WPPSS has withdrawn the extension application for WNP
No. 4, the substance of the Coalition's petition should be addressed to
dispel the notionathat WPPSS committed the alleged violation. Moreover,
withdrawal of the application would not in itself absolve WPPSS of
responsibility for a2 material false.statement_had one been made. Under
the circumstances here, WPPSS did not make a material false statement.

The Commission's authority to take enforcement action for material false
statements derives from section 186 of the Atomic Energy Act of 1954,
as amended:

"“Any 1icense may be revoked for any material false statement in the
application or any statement of fact required under section 182, or
because of conditions revealed by such application or statement of
fact or any report, record, or inspection or other means which
would warrant the Commission to refuse to grant 2 license on an
original application . . . . " 42 U.S5.C. 2236(a).
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The Commission addressed the meaning of the term "material false

statement” in its decision in Virginia Electric & Power Co., (North Anna

Power Station, Units 1 & 2), CL1-76-22, 4 NRC 480 (1976), aff'd, 571 F.2d
1289 (4th Cir. 1978) (hereinafter VEPCO). In VEPCO, the Commission
deternined that material false statements encompass material omissions.

4 NRC at 489-81. Knowledge of falsity is not necessary for liability

for a material false statement., & NRC at 486. With respect to the
materiality of an omission, the Commission stated:

"By reading material false statements to encompass omissions of
material data, we do not suggest that unless all information,
.however trivial, is forwarded to the agency the applicant will be
subject to civil penalties. An omission must be material to the
licensing process to bring Section 186 into play . . . .
(D]eterminations of materiality require careful, common-sense
judgments of the context in which information appears and the stage
s\\-:;L, of the licensing process involved. Materiality depends upon
) whether information has a natural tendency or capability to
influence a reasonable agency expert,” 4 NRC at 491,

—

e T
In the context of an application for extension of a construction
permit, WPPSS' omission of a specific reference to its financial burdens
and its planned delay of construction to ease those burdens did not
constitute & material omission,

No specific foF;—of application is required, but the Commission's
requlations indicate that good cause for extension of a permit cause may
be shown by pleading

"among other things, developmental problems attributable to the

experimental nature of the facility or fire, flood, explosion,

strike, sabotage, domestic violence, enemy action, an act of the
elements, and other acts beyond the control of the permit holder,

as a basis for extending the completion date." 10 CFR 50.55(b).

Ne particular analysis or c¢otailed evaluation of the reasons supporting

an extension is specified, though, of course, the applicant risks denial
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of the application if the showing of cause is stated too summarily or
excludes mention of additional reasons that would warrant extension.

In this instance, WPPSS briefly stated several common reasons contri-
buting to delays in completion of WNP Nos. 1 and 4. Although WPPSS did not
specifically mention financial considerations as a cause of delays in
construction of WNP No. 4, WPPSS Tists "construction delays" as
one of the "primary factors" that caused its inability to meet the
completion date and that would thereby justify an extension. Given the
general state of the nuclear industry, the staff would consider
"construction delays" to include delays caused by, or planned to
alleviate, financial constraints. The staff has considered a number of
extension applications in the past few years that have attributed delays
in construction to economic conditions or financial considerations. See
note 7 infra. The.staff wa: gonerally awdre that WPPSS was facing
significant burdens in attempting to finance construction of its five
nuclear projects. The financial strain and the decision by the WPPSS
Board of Directors in June 1981 to slow construction of WNP Nos, 4 and §
were reported in the trade press. 3/

Financial considerations leading to 2 planned reduction in

construction activity do not pose in themselves a safety issue that

§/ See, e.g., WPPSS Construction Bonds Were Downgraded Only A Bit

Dy standard & Poor's, ¢2 Nucleonics Week No. ¢5, at 3-10 (June 25,
TSET); Last week's Downcrading of WPPSS Construction Bonds, 22
Nucleonics week No. <4, at 1¢ (June 1&, 1981),
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would have tended to cause the staff to look at WPPSS' application for
extension in a different light, 8/ Moreover, the planned delay due to
financial consideration; could well have been an acceptable
justification for the requested extension. Extension applications have
been granted in the past when applicants have requested extension of the
facility completion date on the basis of financial constraints that
slowed construction schedules. &
This was not an instance in which, after the filing of the application,
the staff had requested information about or had expressed an interest in
a certain subject matter concerning the application and the applicant had
failed to fully and accurately respond to the staff's request for
information. And, it should be noted, the staff was informed of
developments regarding construction of WNP No. 4 after WPPSS tendered the

s
he T

6/ Cf. Elimination of Review of Financial Qualifications of Electric
T Ut3117t7es 1n Licensing Hearings for Nuclear Power Plants, 4/ Fea.
Keg. 13750, 13731 (March 31, 198¢).

7/ See, e.¢., Orders Extending Construction Completion Dates, 46 Fed.

=~ T¥eg. BIGEY TDec. 29, 19B1) (Callaway plant); 46 Fed. REg. 56264
(Nov. 1€, 1981) (Waterford Station); 46 Fed. Reg. 46032 (Sept. 16,
1981) (Hope Creek Station); 46 Fed. Reg. 29804 ?June 3, 1981)

(Limerick Station); 44 Fed. Reg. 29547 (May 21, 1979) (North Anna

Station).
-
2 r_ ik & WRL 261 . z73
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application in July 1981. &/ In view of the general state cf the

industry and the particular circumstances surrounding WPPSS application,

the staff was not mislead by omission of a spec‘fic reference to

financial constraints in the extension application. Tne staff does not find
that WPPSS should be charged with making 2 “materia) false statement” in

its July 21st application. The Coalition's petition dated November

30, 1981 s denied. 2/

8/ The NRR project manager was informed by telephone in August 1981 that
WPPSS was considering more extensive deferrals of construction on

WNP No. &, and generally kept nimself appraised of the situation via
telephone calls, media reports and site visits (for other
reasons) in September and October 1981. On the basis of the
uncertainties surrounding WNP No,'4's future, NRR had not initiated
any review of-the extension application. After the WPPSS Board
approved deferral of construction of WNP Nos. 4 and 5 until June
30, 1983, WPPSS informed NRR of the construction deferral. See
supra note 3. Eventually, WPPSS withdrew the extension _,
application, See supra note 4.

g/ Even if the omission had been found to be 2 "material false

o statement”, permit revocation would not necessarily follow.
Although section 186 of the Atomic Energy Act authorizes revocation
for material false statements, it does not compel revocation.
Rather, the Commission is empowered to impose the remedy it deems
£it for the gravity of the offense, and could impose enforcement
sanctions ranging from a notice of violation (10 C.F.R, 2.201)
civil penalties ?10 C.F.R. 2.208) to appropriate orders (10 C.F.R.

2.202 & 2.204). Any attempted suspension or revocation of the
permit would also be subject 0 the second chance doctrine of
cection 9(b) of the Administrative Procedure Act. 5 U.S.C. 558(c¢c);
see also Atomic Energy Act § 186b, 42 U.S.C. 2236(b).
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11. NO COMPELLING REASONS WARRANT REVOCATION OF THE PERMITS FOR
WNP NOS, 4 AND 6.

The Coalition's latest petition, déted March 16, 1982, reguests
that /2785 be ordered to show cause why the construction permits for WNP
los. & and 5 should not be revoked on the basis of the WPPSS Beoard of
Directors' adoption of & resolution terminating the projects. In these
particular circumstances, an order is not warranted, and, therefore,
the Coalition's petition is denied.

The WPPSS Board of Directors adopted the resolution terminating the
projects on January 22, 1982, and soon thereafter WPPSS informed the
Executive Director for Operations of its intention to conduct 2
two-phase plan for termination. 10/ Initiaily, WPPSS intends to attempt
to sell the plants to a new owner, If NPPS§.f1nds that it is unlikely
that the projects can be sold in their en}irety. WPPSS hay attemnt to
sell plant equipm;;f'and materials in some other manner. WPPSS intends
to retain the construction permits at least during the first phase of

ts termination plan that calls for an attempted transfer of the
projects to a new owner, The construction permits for WNP Nos. 4 and
§ would otherwise eiB?re by their own terms in 1985 and 1986
respectively.

The Coalition's petition is based on WPPSS' intended termination
of the project owing to financial considerations. However,

termination of the projects does not itself pose any hazard to

/ See Letter from R.L. Ferguson, WPPSS Managing Director, to w.J.
Bircks, EOO (Feb. 1, 1982) (Attachment B to Coalition petition
gated March 16, 1982).

-
A%
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public health and safety that would require issuance of an

order to show cause. i/ Although the NRC has no interest in seeing

that WPPSS salvages 2 portion of its investment in the projects, there
is no reason for the NRC to obstruct WPPSS' efforts when public.health
and safety is not affected by WPPSS' actions. 12/

The staff recognizes that a similar petition under 10 C.F.R. 2,206
has been granted on one occasion. See Northern States Power Co.

(Tyrone Energy Park, Unit 1), CLI1-80-36, 12 NRC 523 (1980). 13/

The staff's action in that instance does not compel, however, the same
result here. In Tyrone, the co-owners of the'project announced no specific

plans to find another owner of the project and indicated no desire to retain

/ See Northern Indiana Public Service Co. (Bailly Generating Station,
Nuclear-1), CLI-/B-7, 7 NRC 423, 433]1978), aff'd sub nom. Porter
County Chap.-of..the Izaak Walton LeaGue, Inc. v. NRC, b0b F.cd 1363
0.C. Cir. 1975). 1n the recent statement of consiceration
concerning the Elimination of Review of Financial Qualifications
of tlectric UtiTities in Licensing Hearings for Nuclear Power Plants,
I7 Fed. Reg. 13/50, 13751 (March §1, 1§52i. the Lommission noted,
"WPPSS' response {and that of most other utilities encountering
financial difficulties) has been to postpone or cancel their

plants, actions clearly not inimical to public health and safety
under the Atomic Energy Act."

“
-
———

/ Of course, any transfer of the construction permits would require
the Commission's approval. See Atomic Energy Act § 184, 42 U.S.C,
2234, 10 C.F.R. 50.54(c) & 5U.80.

I

/ The Order to Show Cause was published at 45 Fad. Reg, 42093 (June
23, TSEUT,; the Order Revoking Construction Permit was published at
46 Fed. Reg. 11746 (Fep. 10, 19&1).

‘.-‘
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g 4
the construction permit, A8/ Moreover, the co-owners consented to revocation

of the Tyrone permit, See QOrder Revoking Construction Permit, 46 Fed. Reg.

11746 (Feb. 10, 1981). The circumstances surrounding the termination of
WPPSS' participation in WNP Nes. & and & are different, WPPSS wants to retain
the permits in the hope that it may be able to transfer the projects to

2 new owner, Such action, subject to Commission approval, is lawful,

and WPPSS' plans to preserve the present status of the plants appear
reasonable. 15/ The issuance of an order to show cause is not required

in these circumstances to abate some hazard to public health and safety.
Although formal termination of the permits may be appropriate at some

future date, no compelling reason exists to take such a step at this

time. -

111. CONCLUSICN

e e

WPPSS made ne.material false statemeﬁt in its application for
extension of the WNP No. 4. No substantial health and safety issue
warrants issuance of an order to show cause. For these bas1c'?easons.

the Coalition for Safe Power's petitions dated November 30, 1881, and

-—

14/ The permittees' cancellation of the Tyrone project was based
largely on the Wisconsin Public Service Commission's denial of the
necessary state certificate to construct the facility.

15/ 3ee letter from R.L. Tedesco, Ass't Director for Licensing,
Fivision of Licensing, NRR, to R.L. Ferguson, WPPSS Managwng Director
(Attachment C to Coalition petition dated March 16, 1582
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March 16, 1982 are denied. As provided in 10 C.F.R. 2.206(c), a copy

of this decision will be filed with the Secretary for the Commission's

review.

-

g Z/ /
narold K., Lenton, Uirector

Office of Nuclear Reactor Regulation

Dated at Bethesda, Maryland
this 16th day of June, 1982,



