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LAW OFFICES OF

BISHOP, LIBERMAN, COOK, PURCELL & REYNOLDS
1200 SEVENTEENTH STREET, N.W.
WASHINGTON, D.C.20C 36
(202) 857-98C0O

TELEX 440574 INTLAW U1

October 9, 1984

Morton Margqulies, Esq. Adm. Judge Frederick J. Shon

Chairman, Atomic Safety and Atomic Safety and Licensing
Licensing Board Board

U. S. Nuclear Regulatory U. S. Nuclear Regulatory
Commission Commission

washington, D. C. 20555 washington, D. C. 20555

Adm. Judge Richard F. Foster

Atomic Safety and Licensing
Board

U. S. Nuclear Regulatory
Commission

Washington, D. C. 20555

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

Gentlemen:

Enclosed is Part 1 of a draft study report prepared by the
Staff of the Bonneville Power Administration regarding the future
construction schedule of WNP-3. The draft study report
tentatively recommends that no funds for the construction of
WNP-3 be included in BPA's budgets for fiscal years 1986 and 1987
or in its rate case for the period extending from July 1, 1985 to
September 30, 1987. The draft study report also recommends that
preservation costs for WNP-3 be included in FY-1986 and 1987
budgets and in BPA rates to preserve these assets as viable
options. It explicitly rejects terminating the project.

pPart 2 of the draft study report includes an explanation of
the raw data used in its preparation. If it is of interest to
the Board, we will supply a copy of it.
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The draft study report will be subject to additional public
meetings and comments and a final report is expected to be issued
in early November.

We are providing copies of this material to the Board

mindful of our obligation to apprise the Board of matters which
bear on issues before it. ,

Sincerg¢ly,

Nichoy Reynolds
Counsgll for |Applicant

Enclosure

cc: Service List
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U.5. Dapartment of Energy §8>

DATE SEP 24 1994 (JNITED STATES GOVERNMENT
N reony

.- » Memorandun

TO Administrator = A

Jemes Curtis, Deputy Financial Manager - D / > L‘%

Gary Puqua, Director, Division of Power Respuices laoni
WNP 1 and ) Druft Study Report

In May of thia year, you ssked us to develop & study and a public involvement
process which would sssist you in detemining which cost and schedule
assumptions for WNP 1 and 3 to include in BPA's Fiscal Year 1986 and 1997
budgete and in our 1985 rate case. Flease find attached the Draft Sctudy
Report which is the result of the study and public involvement effort to date.

The Draft Study Report will be the subject of additional public meetings and
comments from this date to October 19, 1984, We will then assess the publie
comments received, assess any changes in circumstances which have arisen,
refine our analysis, and deliver a final report in early November.

Attachment

i JCurtis:lje:9=21-84 (WP-D-0219J)
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Bonneville Power Administration
Dapartment of Energy

BPA REVIEW OF WASHINGTON PUBLIC POWER SUPPLY SYSTEM
PROJECTS 1 AND 3 (WNP 1 AND 3)
CONSTRUCTION SCHEDULE AND PINANCING ASSUNPTIONS

DRAPT STUDY REPORT

PART L
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This Draft Study Raport is divided into two parts., Part 1 contains a
susmary of the study Dackground, tentative conclusions and crecommendations,
and ¢ discussion of future assessment of WP 1 sad 3. Part 2 contains as
ezplanation of the resrurce, rates, and financial analyses performed, related
material, and s bibliography of sources used in the study. BPA will also have
limited copies of an Appendix containing information from other sources that
BPA drew upon and detailod study information that would have mede the main
Draft Study Report unduly lomg. AllL parts of the study acre available from the
BPA headgquarters' Public Involvement office.
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SECTION 1. INTRODUCTION

1n 1982 and 1983, the Bonneville Power Administration (BPA) pecformad
snalyses regarding construction schedules, costs, snd financing availability
for washington Public Power Supply System (Supply System) Projects 1 and 3
(VNP 1 and 3). Those analyses led to B8PA's recommendation to the Supply
System that completion of the two projects de dalayed tor periods of up to
five years and three years, respectively. These actions recognized then
current circumstances regscrding the need for power, the ability to finance
continustion, and the legal and isstitutional eaviromment surrounding these
cosources. Defercal allowed BPA to reduce the size of its 1982 and 1983 rate
inersases compared to what would have been required had WNP 1 and 3 not been
deferred.

garlier this year, BPA began s review of WNP 1 and 3. Current assumptions
tnclsdqlgpyggftﬂot WNP 3 }n July 1983 and restart of WNP 1 in July 1986, and
the raising of conatructlén‘tu;ﬁ-.thr;;ih.iéafétptliidid’tdcﬁds; sig.ifidant
factors in determining what sssumptions are now appropriste include gurrent
Supply System financing opportunities, new est mates for WNP 1 and 3
complation costs and schedules, BPA's 1984 load !oroctit. and olit-utos of the
cost sod availability of alternative resources.

The primery purpose of BPA's study is to evaluate the constraints and
risks of various sssumptions im order to determine what assumptions should be
used in the final rate proposal for the rate period extending from
July 1, 1985 througsn September 30, 1987. Study results will also be used in

... prepacing BPA budgets for flscal yoars 1986 arnd 1987, The vesults of this

% vy e

study will be useful in pihgii;i\éé;’;-;llii'iil’Ibidl'€ﬁ¢oiiﬁ“€ho‘oaquttittou-* *
of conservation and other vesources in fiscal years 1986 and 1987.
Because of lts narrow scope--near-term rates and budgets--8PA's study will
not secve as a cefinitive cost-effectivenass analysis of WNP 1 and 3. The
current study will, howaver, provide insight into appropriate near-term

assumptions regarding those projects.
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SECTION I1. PUBLIC INVOLVEMENT PROCESS

To help in the review of WNP 1 and 3, BPA daveloped s public involvement
program: ‘
« to provide BFA with outside technical review of its study plaa;
- &0 receive suggestions about the study's methodology and results;
« to answer questions and respond to concerns about the study as well
48 suclear energy issues in genersl; and
~ to begin working toward consensus in the region on the best WP 1
and 3 sssumptions.

1n the ficst step of the program, completed in June, townhall meetings and
technical workshops were held in six Nortawest cities to receive comments on
the Draft Study Plan issued June §. Those comments, together with writtem and
telephoned responses, were evaluated and resulted in changes that appeared in
the Revised Study Plan issued August 3.

Teking iato considerstion further comment on this vevised plan, received

. 8% an August 8 toclaical |.otin|. IOA -odlflod or sddod to its ll‘l’l.l uncto
toocthlc ia ocrly loptcnbcc. BPA hold a oocoud toehutcol -ottn. o brtof
those interested in preliminary results of the lanlysoo and to ltltcn to
comments .

The public is now iavited and requested to co-aut onm this Draft Study -
Report. Public comment will be used in developing the final study report and
in determining what assumptions are the most appropriate for near-term budgets
and the final 1985 rate proposal.

SECTION III. STUU! IthlOlﬂll?
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A number of important changes have occurred since the original decisions
to delay construction of WNP 1 and 3. To a large extent, this study is a
respouse to thase changes. Briefly, the major changes are as follows:
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A, New Load Vorecast

1n July, BPA issued the Bonneville Power Adminigtration Focecasts of
Blectricity Consumption Ip the Pecific Worthwest (long-term load forecast).
Compared to BPA's 1983 long-term (20-year) load forecast, the new medium

forscast is 1,038 average W (megawatts) lower by year 2002, the high forecast
is 63 averags MW higher, and the low forscast is 2,196 average MWW lower. More
ou the load forecasts can be found in Sections X and Xi of this report.

B._ Sucplus Marketing

BPA has oot assumed completion of either WNP 1 or 3 solely for the purpose
of export sales of firm surplus power. Nonethaless, the market for this power
outside the region affects the need for and value of the output of the
projects. Much effort has recently gone into selling surplus power on & firm
basis at rates more favorable to the Northwast. As yet, 0o agresments for
large firm surplus sales have been reached, but efforts continue and success
Leasi oo, could meke earlier goqgtqplgq_og_H!!u§hnpd'§ or other risources more

T ™ SRR R L

attractive.

Recent changes in the surplus marketing environment include BPA'S new
Near-Ters Intertis Access Policy and the increased like ihood of major
expansions in the intertie capacity between the Pacific Morthwest and
california. Both those developments tend to improve revenues from export
sales. Por instance, BPA's Near-Tera tntertie Access Policy will bring
greater certainty to intectie availability for BPA and other parties. How
these changes in the surplus aarketing situation were sddressed in the study
is described in Section XK.
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1f conservation snd other resources can cespond to load growth more
cheaply than completing WNP 1 and 3, then further delay or even termination
may be the Dest assumption to make. The schedules for WNP 1 and 3
consequently are affected by the considerable uncertainty that exists about
the quantity and cost of alternative resources. 8PA and others have continued

.
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thalr efforts to improve estimates of alternative resource supply. Techaiques
for addressing the uncertainty in resource supply have also improved

somewhat. This study incorporates new supply estimates and new techniques for
evslusting cesource uncertainty. More on these subjects can be found in
Section X.

SECTION IV. OVERVIEW OF BPA'S ANALYSIS PROCESS

A._Ratiomale for Selecting 3Scenarios

Dus to the complexity and time comstraints of this analysis, BPA limited
detasiled resource, rate, and financial analyses to three WP 1 and 3
scenarios: (1) current sssumptions for each project; (2) am sdditional 2-year
delay for each project; and (3) termination of sech project. BPA salected
these scenarios to best encompass the range of possible alternatives for WNP 1
and 3 schedules snd costs as they relate to BPA's next rate period aand fiscal
years 1986 and 1987 budgets. Similarly, BPA chose thres assumptions that it

. . beliaves preflect the range of possible. altoeuctlvcs lor l-aﬂtng projoct ;
costs. Municipal bond financing, short-term Dank flnaacln;. and lvu rovcﬁna
financing ware used to perform eates and flnancial snalyses on appropriste
scenarios. : _

' 16 provide further information for evaluating WNP 1 and 3, IPA aanlytod
other assumptions in less detail, including: (1) an additional S-year delay
for both projects; (2) termination of WNP 1 and completion of WNP 3 on its
current schedule; (3) termination of WNP 3 and completion of WNP 1; and
(4) completion of WNP 3 on its current scheduls and subsequent completion of
WNP 1 on an sdditional S-year delay schedule (tandem construction). Again,

e 4o BRBA used u.t.ggt‘ttu fiua.p’ilg assumptions for purposes of rates and financial
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analyses of eortniu of these alternative construction schedules.

B._3tudy Questions

The next step in the study was to anawer five basic sets of questions:
s Are WNP 1 and 3 needed on the schedule defined in edch scenario?
' Couls other resources be substituted at lower cost? wWhat combinacion of

>
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WNP 1 and 3 and c.hec resources meets the range of future situstionms st
least cost? How do uncertainties about losds, project costs, alternstive
cesources, and other factors affect the desirability of each scenario?
This set of questions was addressed in the resource anslysis segment of
the study which can be found in Pert 2 of this document. The results of
the resoucce analysis are presented in Sections X and XI.
2. What changes would each scenario imply for BPA'S 1986/87 budget
levels fur scquisition and development of other resources, as expressed in
8PA’s April 26, 1984, deaft Resource 3Jtrategy? This guastion is addressed
in section XI of uhe report. The analyses performed in this study are
being incorporated in BPA's update of the Resource Stoatesy.
1. How would esch scensrio affect rates, and how would changes in reates
affect loads? These questions are sddressed in Sections XII end XI1X of
this report.
4. 1s the financing for WNP 1 and 3 likely to be available as assumed in
each scemario? Wrat is the financial impact of the scenario om BPA, and
on the four inves:or-owned utility co-owners of WNP 37 These questions
Ly e et . ape sddesssed An- . action XAV Of  tRe. COPORR. L .. wemm stesteiis o g
S. Pinally, wha ace the effects of each scenario on local cﬁl-aittc; %
and on the regio: 's economy? On oil and natursl gas dovlotioa? Oon
auclear hazards to health? What major cost evants could BPA be facing?
These questions are sddressed in section XV of ‘the report.
in Sectlon VI of the report, the conclusions of all analyses are drawn
together into & summary of results for the study. 1In Section VI, BPA
tentatively recommends what appesar to it to be the best assumptions cegacding
WNP 1 and WP 3 for BP. budgets and July 1985-September 1987 rates
assumptions, based o~ the study results and on public comment received to
Wiy it o dates 8002 10N VIZT . alks about fyture efforts which may be necassary to

P s WA e e AL g g e T et L

!urthoe clarify the ‘ole of WNP 1 and 3 ia mesting ro.tonal enargy needs.

SECTION V. DECISIONMAKING PROCESS

BPA expects to announce its WNP 1 and 3 assumptions in November 1984.
Those aonunpeioas vil be uaod tu tha bud;ot pfoc.ll nud lncorpoencod into the

-
gl . S ULl . o 1

rata case.
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BPA's determinetion of assumptions will largely depend om the following:
- the draft study results, which are intended to embody the best
quantitative and qualitative information available;
- ocomments and recommendations of BPA's customers, the Supply Systesm,
the 10U co-ownevrs of WNP 3, the Northwest Power Planning Council
(Regional Council), and other interssted parties as received in
response to the draft study; and
- any sdditional analysis performed in response to comments received ia
October.
BPA's final determination must ultimately be an informed and open
Judgment, based upon the facts and advice received, as to which set of
essumptions best mects BPA's responsibility to assure an adequate, economical,
relliable, efficlent, and environmentally scceptable electric power supply in
the Pacific Northwest.
The final study may show s need to propose some new action with regard to
WEP 1 and 3. 1If that need arises, 8PA is committed and required by law to
comply with the National Envirommental Policy Act (NEPA). The compliance
process may result in an lavteoalnn}cl Ilocqt 3%1;5..3@ (zxs) o: otaot P 3
..41&&&3.&&.i'&5£u$;;é rﬂ;ﬁﬁkﬁizc ;iil b;“i;;t lﬁtorlod at aay proooonl. ot ; £
subsequent actions, and any public involvement program.

SECTION VI. TENTATIVE CONCLUSIONS

In this study, the cholce of WNP 1 and 3 assumptions and resource strategy
was svaluated from a number of standpoints: financial, economic, and others.
The results of ths study are presented in detail in Part 2 of the report, and
io the oupporttn; caponélcot In this section, the bn-t' drnft concluntona of

Ve e ...-o-l.c—-:-q‘.."“ S e S e ey e e ‘v""‘.’".n"n.

each aci-nt of the study are summarized. The follautn; ooctbon o! tn. repart
presents BPA's tentative recommendations.

A. _Resource Analysis Conclusions
1._Current Senedule Versus Delay

The resource analysis indicated that a need to complete WNP 1 and 3 on

theit current scheduled is very onlikely to matefialite.  Bven with kigh load
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growth, there is a nigh degree of confidence that loads cam be mat if the
gsrojects are delayed. Delay is also highly likely to prove the least-cost
altarnative on & net present value basis, when all the factors influencing
costs of meeting load are comsidered. The benefit of & 2-year delay compacred
to current schedule has & net present value of roughly $200- to $a00-milliom.
Delay also offers the opportunity to learn more sbout future loads and other
key variables before making a large irrevocable commitment. This advantage of
delay is only partially reflected im the net present value estimates becaude
it wes not practical to model the process of gaining move knowledge of
varisbles other than loade.

2 -~ o -

It is likely that & delay of 5 years could be handled without creating
difficulty in meeting loads on & regional basis. Uncertainty ebout the shelf
life of the project and the impact of extended delay on the cost of completion
@ake the economic choice between 2- and S-year delay difficult. 1If the Supply
System’'s estimates of costs to complete with S-year delay are used directly,

.thed S<yeac delay-bas & $400 to 3600 million net present value advantage over

2-yoar delay. 1f large additional cost increases due to delay are assumed,
this advantage is eliminated. Better information on the llpaet of S-year
wilay on project costs. is needed before 4 clear conclusion can be drawn.

3. Delay Versus Termination
It is not posaible to predict the net benefit of completing WNP 1 and 3

precisely, because of uyncertainties about load growth; the supply of
slternative resources; and WNP 1 and 3 costs, capacity factors, and project
lives. Table VI-1 shows a net benefit for completing tha projects of

-$2,7.0i1140n, using BPA'S Dest estimates of sll the varisbles. Ia other

J’.‘\""}- '.". -
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words, the benefits of conolotin; “the projects would ezceed thatr 1lfe-cyele
costs Dy $2.7 billion. But this estimate does not account for uncertaiaty.
Net bono!ltl were slso estimated for a very wide vange of combinations of the
key nacoctaln variables. Table VI-1 shows the resulting estimates of the
high, low, and average (axpected) net benefits of completion, within an

80 percent confidencs intervel. The range of poseible net benefits is very
wide. The sverage of the cn}i-nto- is positive, but well below the "base

case” estimate.
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Table VI-1

Net Benefit of Completing
WNP 1 and 3
f.yeoar delaey

- - -

*Sase Case” net bonefits,
0o allowsnce for uncertainty + $2.7 sillien

Range of net benefit estimates,
uader uncertaiuty

Study Group Hizh Averase Low
test assumptions + $5.500 million + $ 57 willion - $6,000 million

Alternative agoumptions » $5,500 million - $1,162 Million - 35,000 Milllon

Secause of the hiah degroo of uncortainty, rostart on current schedule is
sxcessively risky, because the region could sustain large (up to 3$5-36 billionm)
losses if the projects later proved non-cost-effective. Termination now would
also be excessively risky, because it could force the region to pay for much
more expensive replacement resources (3$5.5 billion to as muct as $10 pillion

“» move ‘than WNP 1 asd 3 costs). - Dalay sveids these large rviaksy, and hae thew ... w )

highest expected net benefits. However, the substantial chance that it may
prove ecomomic not to complete the projects after tha delay period suggests
that catctuljittcnttoq be paid to the magnitude of the preservation costs
during the delay period. - e ' ' >

4. Resource Stratesy Altecrnatives
One possibility tested in this stody was whether an aggressive

conservation and alternative genecating resource strategy, combined with WNP 1
and 3 termination, would be most economic. *This was not found to be true.

... The vesource analysis results suggested that Af WNP 1 and 1. wege terminated, - =

then an aggressive rescurce strategy could be the most economic resource ®mix.
But the éoohltl also indicate that an aggressive resource strategy comblined
with termination is not as esconomically attractive as delay of WNP 1 and 3
;olbttod with more moadast roiourco strategies. The resource analysis also
lent little support to the low resource strategy. Overall, the resource
analysis indicated that the development of moderate amounts of conservation

. LI
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and other resourcas wWai appropriate in the near-term. Additional analysis is
peing pecformed in conjunction with revisions to BPA'S Regoyrce Strgtegy which
ought to yield {aformatlon ~a which of several program levels may prove sost

appropriate.

8. __Rates Anslysis Conclusjons

from strictly & rate impact parspective and based on the scenarios
ezamined, & delay in both plants of two years Of more would provide the most
gavorable rate impacts for the region's elactricily consumers. Yinancing the
construction of WNP 1 and 1 on their current schedules from BPA revenues,
while producing lower long-term wholesale and retail rates, would result ia
seac-term rates that are as. such as 25 percent higher for BPA's Priority Firm
cate sad almost 15 percent higher for residential rates.

Termination of both plants results in significant rate benefits in the
near-term, but can result i significantly higher long-tera rates due to
lncressed levels of conservation and resource acquisitions. The uncectainty

© - 4aherent in-load lcrqgg‘tghand'gng_1o;pqgggy,£og"pgyg:g:Lou;-tarn rate impacts

i¢ nigh regional load growth ls experienced acgues against an irrovocsbfi
decision such as termination. ; |

The 2-year delay scenario producas soderste rate benefits in the near-term
and essentially the same long-term rate impacts as completiaog construction on
the current schedule with conventionsal financing.

C.__vinancial Anslysis Conglusions

The conclusions of BPA’'s flnancial snalysis are consistent with and

informed by t!p_enyqng9~gpgagq@¢.sqp‘rgto’ounlynot. _This analysis is, in

effect, s 3PA financisl perspective of the seme fundamental dats which'vas '
analyzed in the resource snalysis and rates sections of this report.

8PA does not believe that conventional pond financing can reasonably be
expacted to be available to fund constructica of WNP 3 in July 1985. What may
be possible in July 1986 is uncertain. The rate analysis shows that
preference customer ratee could be 25 percent higher in the late 1980s if BPA

’
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wers to attempt to fund comstruction from revenues. Such severe rate shocks
do not appear necassary or prudent, especiaslly in light of the unlikely need
for the projects on curreat schedules.
The review of BPA finencial flexibiiity and debt structure under current
assumptions, delsy snd termination scemarios demonstrates that delay of the
projects increases our flexibility to respond to financial demands while not
unduly incurring risk of bigh future expenditures to acquire replacemant
resources. 1In contrast. cucrent schedules for WNP 1 aad 3 construction,
whether financed from revenuss or bonds, results in large inflexible capital
commitments that may prove unnecessary. Termination, on the opposite extreme,
reduces near-term expenditures for resaurces but doas expose BPA to expensive
pesource programs if high load growth occurs. Therefore, & prudent middle
course appears to be a delay of WNP 1 and 3 related capital commitments while
efforts to reduce current uncaertainties proceed.
The general review of the financial posture of the WNP 3 investor-owned
utility owners concluded that, while some of the utilities might prefer to
saks immediate and major capital decisions, some may find either course
financislly difficult. Therefore, & delay in comstruction expenditures and
¥ v e aveidance of e large write-off could give these autilities edditiocsel time.to. . ... .
strengthen their (inancial posture. F

D. Risk Mansgement Conclusions

The choice of WNP assumptions and resource strategy must be guided not
only by most-likely estimates and expected values, but als0 by consideration
of the whole range of possidble outcomes of each scenario, including the
extremaes. From this risk management perspective, delay of WNP 1 and 3 appears
sost sdvantageous. Delay reduces the risk of starting construction and later

e ‘Pimdiug thet the Projects are useconomic. . Study results suggest that delay . ... ...
roduces the chance of incurring & negative net present value of 3.5 billion or :
more from sbout 30 percent to about 10 percent. Dalay aleo presecves the
option of rsalizing very lacgs net benefits from completion, ranging to over
Ss.slbtlliou. Termination would eliminste the opportunity to realize these
benefite. |

10
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the decision to delay can be compared to a decision to pay an ingurance
premium. In the cc:e of WNP 1 and 3, the issvrance premium is the
preservation costs, which could range from $24 :2 $80 milliom per year for two
projects. The potential payoff is over & $5.5 billion net Denefit if the
projects turn out to be needed and are completed. Paying the insurance
premium likewise creduces the cisk of taking s large economic loss om &
decision to stay with the current schaduls.

The lasurance analogy is not perfect. The insurance premium could be
higher or lower, depending upon actual presaecvation costs end the positive or
negative effects of further delay on completion costs. The payoff is also
uncertain, depending on BPA'S sability to corre 'tly {nterpret the signs in the
future that dictate project completion, and the ability to dring the project
on line within budget.

However, if even s moderate ability to lesrn from future experiences and
set accordingly is granted, then delaying and maintaining the option to
complete the projects appesrs to ba the best assumption. Delay minimizes the
large risk of resuming construction now end latir finding that the decision
wes wrong. Likewise, delay reduces the equal y-severe visk of large cost
ingreases to pay fcr replacements for a %,r-t'-tod project. 1In today's

oAl e

situation, neither "getting Lhe projects buil as ié&%'iﬁ~§6ti{b1d“ not

LT

"getting them behind us” appesr to be as prud nt as delay.

g. _Consistency with gcovi( 8 _BPA Reports

, Changes in Data and Ass ions
BPA's last analysis of WNP 1 and 3 appeare in the WNP-3 Resoucse
Bconomics and Copstruction Schedule Update, de*ad October 26, 1983. Changes
in basic data and assumptions since that regovi was f{ssued include:
- A new lon!rg-r- losd forscast, in'-txch the high forecast is higher,

PO W T v . .
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cad the medium and low forecasts ari lower. “Als¢)’ Regional Cosmeil " .~
sodel corsecvation building standarsed are now sssumed to be in effect.
Increases in Supply System O&M and otler costs estimates, and & one
percent increase in the sssumed zost of financing, lesding to an
increase of uppcoxl-ntily 4 mills/kwh in the levelized cost of the

projects.




A 80-yeoar life is now assumed for both projects, comsistent with the
design life and the Wuclear Regulatecy Commission (NRC) operating
license for WNP 2. A 35<yesar life hed been assumed previously.
Rescurce supply estimstes and computer models have changed somewhat,
but these changes had minor effects on the base case estimates of
benefits of completing the projects.

4. Changes in Conclusiong

Under bDase case conditions, the October 1983 report showed a $2684 million
net benefit in 1983 dollars for completion of both projects on thelr current
schedules. This report shows a net benefit of $2023 wmillion in 1984 dollars,
also for current schedule under base case conditions. Hence, both raports
show the projects to be cost-effective under base case conditions. However,
the current report also shows a 3200-3400 million additional net benefit for a
further delay of the projects.

This report also addresses the net benefit of completion over the whole
cange of possible combinations of future load growth, alternative resource
supply, project cost, and project perforanance. The average, or expected

., Y8lue, of the net benefits over all ther . possible future cqnditions depends
on probibiligy ialunpttou-, but is 100; chan the bcoo case net bouo!tt tatl
. type of analysis was not iacluded in th¢ October 1983 report.

SECTION VII. TENTATIVE RECOMMENDATIONS

Based on the Draft Study Report conclusions, BPA makes the following
tentative recosmendations to be tested in the public review process.
1. BPA should include no funds for comstruction for WNP 1 and 3 in its
B o wS1009% 10088 1900, 400, 1047 baduats or in 1te sate sese for b poried.
k extending from July 1, 19.5 to September 30, 1987,

2. Preservation costs for both projects as currently estimated by the
Supply System should be included in flscal years 1986 and 1987 buydgets and
in BPA rates to preserve these assets as viable options. An adjustaent

clause should be included in BPA's rita design in ovder to adjust to new
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s » utilities will bear those loads; the gcantlty and cost of cltnvn&t;vo

% o T A

estimetes as presecvation costs are reviewad, refi"ed, 4nd approved
through the Supply System budgeting process. This would allow ratas to be
sdjusted ss the most efficient preservation plan is perfected.

3. BPA should work with the Supply System, the other WNP 3 ownets, the
Worthwest Power Planning Council, and other appropriate parties in
defining cud perfacting preservation glans and restart assumptions.

4. BPA should perform periodic reviews of WNP 1 acd 3 prospects on &
gscheduls consistent with BPA rescurce planaing and budgeilng in ovder to
assuce scheuuling of these resources consistent with reglioual resource
requirements.

-

SECTION VILII. FPUTURE EFFORTS

The BPA Draft Study Report demonstrates that, while WNP 1 and 3 can be
expacted to provide future regional power benafits, taose benefits are svbject
to uncortainties. These include questions regarding: future loads; which
resources; and the of!icioucy vtth which nueloar plautl and otler pov;tr.. e
resources ean provide ¢ oct—o!!oettvo lasuirsuce c;utnnt loed and rezawrce
uncartaintiaes. :

Over the nazt yesr, BPA, the Worthwest Power Plcnaiug Cuunecil, iba
reglon’'s ntilities, and interested yroups will be perfecting resource plans
and load assessments which may provide sdditional insight regacding thess
uncertainties. The courts may be active, as well, in resolving the legal
uncertaintlies surrounding the Supply System on such matters as the liabilities
associated with the termination of WNP 4 and 5; the default on the WNP 4 and $
boad,i*§§Q,goxgy of HIP 3=‘559“£§:.v01141t’ o¢ f?f,?f‘ btllin. n;rtclnato R
These cetlvitioc can ho expected to change and improve Pri‘s vision of the
appropriste eo-tart or nltimate disposition of WNP 1 aad 3. :

SPA belleves that some adzartainties need to be sddressed in the immediate

‘future thoough sctivities designed to assurs prudent management of WNF 1

and 3. These activities include: i

- continued discussions with the contractors and labor unions ro;tcdtd;
the cost st which WNP 1 and 3 may De conplotod it countructiou is
dnxnyod two to five years further; AN PN iias T ;

13
;,‘¢Kf§;' 30:81 »8/¥E/E0 QNETL¥0d bed 0d3 WOd

P22 St



« gontinved investigation with the WERC and others regarding the
. feasidility of coatinued delay and subsequent construction resumption
of WNP 1 and 2
-~ sdditionsl scssessment of the supply of altarnative resources ia this
Region, snd of the smount and price of power purchases from Conada orv
the Pecific Southwest which could displace Northwest resource
developmant in the post-1990 period; and
- additional ‘avestigation of the current impediments to Supply System
financing and continuation of efforts to vemove those impediments ln
the timo now availabls, 0 that prudent flnancing is available when
needed to fund construction of WNP 1 snd 3 or to refund oulsianding
debt at rates less Durdensome Lo ratepayers.

In any case, BPA, the Zupply System, and the other WNP 3 owners must
immedistely begin to define the optimum preservetion mode for those projects.
SPA helieves that @ preservation mcde which minimizes the financial burdes of
preservation on ratepayers while assuring the probability of economic and
timely coastruction completion can and must be developed.

_ Pinally, the costs and benefits of continued preservation, while of

"‘poloatlal et;\énal ‘benefil, may not ¥e squally Whaded ‘emong allcegiomal” -~ 0 o
utilities. A major ~roblem in assessing the distribution of benefits and
hardens focultta; from preservallon is BPA‘'s current uncertainty sbout which
tos\oaal loads will be placod upon BPA and which will be ‘borne vy tndivtducl
utilities. Pucther resolution of these issues uonlt oahnnco the cbility of
WHP 1 and 3 to serve as successful and economic regional rescurce optiouns.

-~
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