, 652

RELATED CCALEZSIORDBanGE

~ -

LAW OFFICKES OF

BISHOP LIBERMAN. COOK, PURCELL & REYNOLDS

1200 SEVENTEENTH STREET, N W ‘84 o IN NEW YORK
WASHINGTON, D. C. 20036 ‘Jrs‘ugl LIE&A: & COOx
202) 857-9800 26 BROADWAY
NEW YORK NEW YORK IOQ00s
TELEX 440S74 INTLAW U/ ) (212) 248-8900

TELEX 222767

June 19, 1984

Morton Margulies, Esqg. Dr. Richard F. Foster
Chairman, Atomic Safety and Administrative Judge
l.icensing Board Atomic Safety and Licensing
U.S. Nuclear Regulatory Board
Commission U.S. Nuclear Regulatory
Washington, D.C. 20555 Commission

Washington, D.C. 20555

Mr. Frederick J. Shon
Administrative Judge
Atomic Safety and Licensing

Board
U.S. Nuclear Regulatory

Commission
washington, D.C. 20555

Re: Washington Public Power Supply System
(WPPSS Nuclear Procject No. 3)
Docket No. 50-508-0OL

Gentlemen:

Enclosed for your information is a letter from the
Bonneville Power Administration to the Managing Director
of the Washington rublic Power Supply System announcing
the initiation by BPA ol a "public involvement process"”
to assist BPA in evaluating the construction schedules
for WNP-1 and WNP-3. The letter indicates that BPA
presently assumes that full construction will resume on
WNP~1 and WNP-3 in July 1986 and July 1985, respectively.

We are providing copies of this BPA letter %o the
Board mindful of our obligation to apprise the Board of
matters which bear on issues before i
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Department of Energy

Bonneville Power Administration OFFICE OF THE ADMINSTRATOR
P.O. Box 3621
Portland, Oregon 97208
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In repey reter to

D
BPWP~-G-84~19

Mr. D. W. Mazur, Managing Director
Washington Public Power Supply System
P.0O. Box 968

Richland, Washington 99352

Dear Mr. Mazur:

As you know, the Bonneville Power Administration (BPA) is beginning the process
of developing its budgets for Fiscal Years 1986 and 1987 and its rates for the
period of July 1985 through September 1987. This is especially significant
because we must make final decisions before the end of this year on the
assumptions to be used in our budgets and rates for those periods.

During the last few years, BPA has growa increasingly more sensitive to public
concern about major activities we urdertake. Therefore, we are beginning a
pubiic involvement process to examine whether we should continue to use our
current assumptions about WNP-l and -3 construction schedules in our 1986-1987
budgets and rates. Our current assumptions are that full construction will
resume on WNP-l and =3 in July 1986 and July 1985, respectively, and that they
will be in commercial operation in June 1591 and December 1989, respectively.
We aleso assume that construction and fuel costs will be financed through
conventional financing.

To review these assumptions, we will conduct analyses similar to our previous
analysis of Supply System projects which led to our recommendations to place
WNP-l and =3 in preservation status. We want to examine the funding levels we
should assume for the two plants for t.e next two years. In this public
process, we will also consider alternative schedules for plant completion,
impacts on BPA rates, and many other factors.

The public involvement process will occur in three stages. First, we will ask
the public, this month, to help us refine the alternatives and methods we
should incorporate in our study. Second, those interested will be kept abreast
of the progress of the analysis while it is underway. Third, we will solicit
public response on the completed analysis this fall before refining it and
incorporating the results in our rates, budget and resource planning process
in December.



Department of Energy
Bonneville Power Administration
Public Involvement
P.0O. Box 12999
Portiand, Cregon 97212

JUN 07 1984

in reply referto: A1 P OPPORTUNITY FOR INVOLVEMENT

Issue: Washington Nuclear Plants (WNP) 1 and 3.
Action: BPA is reviewing its assumptions about the schedules for WNP 1 and 3.

Public Directly Affected: Northwest citizens.

Background: Construction work on Washington Public Power Supply System's
Washington Nuclear Plant 1 (WNP 1) and 3 (WNP 3) is now delayed. BPA has
assumed construction of WNP 1 will resume on July 1, 1986, and construction of
WNP 3 will resume on July 1, 1985, BPA is now reviewing these assumptions to
see if they should continue to be used for BPA's 1985 rates and 1986-7 budgets.

Opportunities for Involvement: The enclosed Issue Alert describes the study
BPA intends to undertake, the issues we intend to address, and the process we
will follow.

This month, we would like the public to comment on our Study Plan: our
proposed approach our study, including the methodology and variables we intend
to address. We will accept comments on the Study Plan through July 2, 1984,
The draft Study; Plan is enclosed.

On June 20 - 29, we will hold public meetings throughout the region to

describe the Study Plan and accept comment. Meeting dates and locations are
listed c¢n the back of this letter.

In earh city, we will hold two different forums. First, we will hold a "town
hall" meeting, at which we will describe our Study Plan and accept general
public comment. Second, we will hold a technical workshop, where we will ask
participants to give us more detailed commert on our methodology, variables,
and treatment of issues wnich cannot be handled through quantitative
analysis. You are welcome to attead either meeting, or both.

We will perform our analysis this summer. This September, we will issue our
analysis for putlic review.

For Further Information Contact: BPA Area or District Manager in your
locality, or the Public Involvement office in Portland, 503-230-3478.
Toll-free lines: 800-452~8429 for Oregon outside of Portland; 800-547-6048
for Washington, Ida'.o, Montana, Utah, Nevada, Wyoming, and California.

Donna L. Geiger

Public Involvement Manager

Enclosures



Planning for Two
Northwest Nuclear
Power Plants

Introduction

in 1984 the Bonneville Power
Administration will have to reconsider
the future of two Northwest nuclear
power projects. We want to hear your
views.

The issues revolve around the costs
and schedules for compieting the two
Washington Public Power Supply
System nuciear power plants now on
delayed construction schedules.
Whether the projects are accelerated,
go forward on current schedules, or
are further deilayed or terminated, will
significantly affect BPA budgets for
fiscal years 1986 and 1987 and BPA
rates for the period July
1985-October 1987. BPA must make
soma preliminary decisions before
the end of this year about budgets
and rates for those periods.

This issue is important to all
of us in the Northwest. We
are anxious to hear from all
interested groups and
citizens.

For the purposes of planning, BPA
continues to assume that
construction will resume July 1, 1985,
on Washington Nuciear Plant 3 at
Satsop, near Grays Harbor in western
Washington, and that commercial
operation of this unit will begin in
December 1989. BPA assumes a July
1, 1986 resumption of construction on
WNP 1 at Hanford in eastern
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Northwest Electnc Power Planning
ana Conservation Act of 1980 (the
Regional Act), gave lead
responsibility for planning the
regqion's power future.

Hydro Base

There was a day when hydropower -
cheap hydropower - aione was
sufficient 1o meet the region's power
needs

Grana Coulee and Bonneville and 28
other big Federal muiti-purpcse dams
- built not just for power, but for
flood control and navigation and
rngation as well - produced the
cheapest power. But many non-
Federal, power-only dams produced
inexpensive power, 100. This made
electricity cheap for customers of
public and private power alike in the
Northwest

BPA was created by Act of Congress
in 1937 to sell the Federal power.
1PA built none of the dams - just
tha transmission lines and related
facilities needed to bring the Federal
power 10 market. But BPA was
required to sell the power at rates
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sufficient 10 pay all of its own costs
and to repay the Treasury, with
interest, the lion's share of the cost
of the region’s Federal multi-purpose
dams. These included all of the costs
associated with power production
plus a large part of the costs
associated with irngation.

The criginal BPA wholesale rate of 2
milis (two-tenths of 1 cent) per
kilowatthour was enough for BPA to
pay its way - with some left over -
for many years.

By 1965, BPA rates had to be
increased, siowly at first, dramatically
in recent years. The increases came
panly because of higher costs
associated with hydro additions and
expansion of the BPA transmission
system, but mainly because of
increasingly expensive nuclear
additic s to the region's power
supply.

Low-cost hydro nevertheless still
provides 80 percent of the region’s
power supply, and this hydro base
keeps Northwest power costs well
below the national average.

Forecasting: Anything But
an Exact Science

The foracasts that led to construction
of the expensive nuclear and coal
projects in this region had to be
made 10 years or more before those
units could be brought on line It
takes a long time to get such units
licensed and built.

It turned out that the region's power
planners were working with a cloudy
crystal tall. They failed 1o foresee the
impaci of higher costs on usage.
They failed to foresee the rapid
growth of the conservation ethic, or
all of the potential for cost-effective
conservation and fuel substitution
(e.g. wood stoves). They failed to
foresee the recent nationwide
downturn in the economy, a downturn
that hit the Northwest harder than
other regions. So their forecasts -
always right during the 50s and 60s
when year after year power demand
grew steadily between 5 and 7
percent - turned out to be toc high.
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Forecasts

We are now forecasting three levels
of growth - base (the level we think
maost likely to occur), low and high,
and we study alternatives to cover all
three leveis at lowest economic cost.

We have developed a resource
strategy which was presented 1o the
region in May 1984, describing the
actions BPA proposes to take on new
conservation and renewable
resources to respond o these
conditions of uncertainty. An Issue
Alert on that subject is among those
listed on the last page.

An imposing array of
variables and uncertainties :
underlies all power planning.

BPA rates rose rapwaly n 1979-83 as Supoly System
and other new cosis were foided nto 'he rate base

Uncer current assumptions., BPA expe=ts 10 hoid
future rare increases near the rate of inflavon

The Main Issues

We would like the public involvemnent
program to focus on some major
issues related to these two .uclear
plants. But we recognize that some
members of the public will also wish
to discuss the Supply System or
nuclear energy in general, and we
will listen.

An imposing array of variables and
uncertainties underlie all power
planning. As we have seen from
recent history, all utilities including
BPA are vuinerable to events which
change the forecasted demand for
. power. Forecasts cannot be counted
| upon with the certainty they once
' could.

More flexibility 1o meet various levels
of growth has become necessary in

. BPA's planning for the future's

. uncertain outlook.

In its WNP 1 and 3 studies, BPA will
consider a large number of
uncertainties and variables, including
forecasts, dependence on BPA for
power supply, financing options and
| technology.

Dependence on BPA

The Regional Act gave BPA
responsibility for acquiring all the
power necessary to supply whatever
new loads the utilities of the region -
investor-owned and publicly owned -
apply for. There are current
indications the region’s utilities will
not place the full amount of future
ioad growth on BPA.

Bsve Aert: Panning kv Two Norwest Nucesr Pans

If not all, what part? BPA has studied
three basic scenarios, in which zero
percent, 50 percent or 100 percent of
investor-owned utility load growth s
placed on BPA. For planning
purposes, we currently assume 50
percent.

Financing

Financing opportunities can change.
Long-term conventional financing
stretches out payments over the
expacted life of the projects, much
like a horme mortgage. That king of
financing dried up for the Suppiy
System as a result legal challenges
related to its nuclear projects.

Will long-term conventional financing
be available when construction
resumes on WNP 1 and 3, or will
financing have to be accomplished
through other methods? A second
method, financing directly from
current BPA revenues, would
probably mean higher rates for a few
years, followed Dy lower rates once
the projects were completed. A thira
possibility would spread out
payments 'onger than girect revenue
financing, but not as long as
conventional bond financing. That
would be for the Supply System to
go into the shor-term bond market. A
key question here is whether BPA
can promise to pay off Supply
System debts if legal problems
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Public Involvement Steps

» o =1

The public invoivernent program for
WNP 1 and 3 will invoive several steps.
First will come meetngs and
workshops (o review the assumpuions
and the methodoiogy we are using o
updQate the siudies on which current
scheduies for resuming construction
were based.

Workshops will be heid in the following
cities at specific imes anc places 0
be announced:

Portiand. Oregon: June 20-21
Eugene, Oregon: June 21-22
Missoula, Mcntana: June 25
Burley, idaho: June 26

Richiand, Washington: June 27-28
Seattle, Washington: June 28-29

Most of the meetings will include
evening sessions for the convenence
of those who cannot attend during the
day Daytime workshops, for all who
vish to attend, will be specially
designed for those planning to provide
techmical information. A study plan will

be sent in agvance (o individuals and
groups we know (0 be interested in

techmical matters, and [0 anyone eise
who requests one. Requests shouid

be cirected to your nearest BPA area
office or the Pubiic invoivement Dffice
at BPAs Portiand headquarters. A list
of these offices i1s inciuced on page 8

In early July, we will evaluate
comments from this first round of
meetings. along with written comments
receveqd Dy that hme. Work to update
the stucies will be done dunng the
summe:. By late August, we will offer
brefings on the intenm results of these
new stucies in September. we wiil
publiicize the resuits and request
further pubiic comment. Thus, the
public wont simply be presented with
Our conciusions relative to WNP 1 and
3 but will have a chance to participate
at all stages. The pubiic will be
invoived in determining the
methodoiogy to be used, the studies
lo be performed, and the interpretation
that may be placed on results.

We expect to complete evaiuation of
ail comments ang announce our
conciusions by November 15

BPA 1s not now proposing any change
in the current schegules for WNP 1
anc 3 Should the current review iead
to proposals for change, the
procecures of the National
Environmental Policy Act may be
tnggerec.

Al this ume, we are only reviewing ang
upgaung the studies on which current
coastruction schedules for WNP 1 and
3 were based. We are doing this so
that when we make budget anc rates
gecisions we can be sure they are
based on the best possible
information. Qur review aiso will
evaluate the costs of termination of
emner or both WNP 1 and 3 compared
o compietion on the current or some
other schedule. We will keep the
public fully informed of new
informavion as it 1§ gevelopeg

Financial Studies

We will assess the availability and
debt service costs for three kinds of
finaricing (conventional bonds, short-
term bonds, revenue financing). We
will link each to the scenarios related
to timing of the projects. We currentiy
plan to make a variety of other
financial assessments including one
that identifies BPA's fixed and
discretionary costs. Our last such
assessment showed about 87 percent
of BPA's annual obligations 10 be
non-discretionary or fixed.

We will do a cash flow analysis to
show BPA's ability to handle WNP 1
and 3 payments for each scenaro
while at the same time getting
repayments to the U.S. Treasury back
on scheduie. BPA has fallen behind
and is making major efforts to catch
up on these overdue payments.
Timeliness, risk, and other pertinent
characteristics of each potential
financing mechanism will be
reviewed.

We also will do an analysis of BPA's
debr covarage - the ratio of revenues
1o interest costs - and other factors

that affect ~ond ratings given by the
rating agencies.

The buaget impact for each scenario
will be assessaed anew, as will the

impact on owners (the participating
investor-owned utilities).

Finally, the potential impact on BPA
finances from alternative outcomas of
current litigation will get a fresh look.
There are a number of lawsuits
currently involving WNP 3 and the
terminated projects WNP 4 and §
that necessarily complicate the
financial assessment of both WNP 1
and 3

Uncertainty surrounding possibie
liabilites of BPA and other project
spensors also must be taken into
account in determining a prudent
cour.@ for the two projects.

Other Topics

Qur primary need in this public
involvement undentaking is 1o get
comments specific to the WNP 1 and
3 costs and schedule assumptions
for our rates and budget
determinations in the near term. But
as noted, we aiso will listen to
comments related to the Supply

System or nuclear energy in general.

These broader concerns may include
matters such as the institutional
nature of the Supply System, the
licensing process and
decommissioning theories and costs,
aleng with ideas on the
socio/economic impacts of project
construction.

And if anyone wishes to comment on
the relationship of scenarios to the
Regional Plan and the Fish and
Widlife Plan, we will be listening.



