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UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD

In the Matter of )
)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM, ET AL. Docket Nos. STN 50-508
STN 50-509

WPPSS Nuclear Projects No. 3 and No. 5

~

AFFIDAVIT OF JIM C. PETERSEN

Jim C. Petersen, having been duly sworn, says:

I am the financial analyst assigned to WPPSS Nuclear Projects No. 3 and.

No.5(WNP-3andWNP-5). A copy of my professional qualifications was

received into evidence following Tr. 2946.

My analysis of the financial qualifications of Washington Public Power

Supply System (WPPSS) and of its associated participants to design and

construct the subject facilities appears in SER Supplement No.1, Section

20.0, dated June 1976. The analysis is based on information in (1) the

license application, (2) Amendment No. 32 to the license application,

dated February 26,1976, and (3) D. L. Renberger's letter of April 20,
;

1976 to B. C. Rusche.
|

Subsequent to the preparation of my analysis, the Applicants provided

additional financial information in the following sources: (1) Amendment>

No. 39 to the license application, dated April 22,1977; (2) "Testinony
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of James D.'Perko Regarding Financial Qualifications" (following Tr. 598);

(3) examination of James D. Perko and Harlan R. Kosmata before the ASLB

(Tr. 594 - 607); (4) D. L. Renberger's letter of July 12, 1977 to' O. D. Parr;
.

and (5) " Affidavit of James D. Perko Regarding Corrections to Financial

Qualifications Testimony," dated July 13, 1977. .

.

The additional information includes a detailed explanation of a recent ,

increase in the cost estimates for the facilities. WPPSS will be responsible -

for the bulk of the increase, which is largely applicable to WNP-5. WPPSS'

owns a 90 percent interest in WNP-5 and is responsible for 90 percent of all
,

,

costs of the unit. WPPSS' ability to finance its capital expenditures is

well established by its issuance to date of billions of dollars in highly

rated revenue bonds and notes. At June 30, 1976, its outstanding revenue

bonds and notes totaled $1.4 billion. The impact of the cost increase on

the annual construction budgets of the four associated participants is

relatively insignificant.

.

i Based on my review of this additional financial information, I reaffirm

my conclusion that Washington Public Power Supply System, Pacific Power &

Light Company, Portland General Electric Company, Puget Sound Power & Light

Company, and The Washington Water Power Company a e financially qualified

to design and construct WNP-3 and WNP-5 in proportion to their respective

.
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undivided ownership interests as indicated in Section 20.1 of SER

Supplement No. 1.

i

v~ - 0. ~

, /f Jim C. Petersen
s

Subscribed and sworn to before*

me this A4 day of July 1977. ,

.

O m s n . n w . m .. ,
Carol J. Durha(, Notary Public

State of Maryland
County of Montgomery

9t . m i \< ntMy Commission expiresi e
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" Revenue Bonds or Warrants. For the purposes provided
in this chapter, an operating agency shall have power
to issue revenue bonds or warrants payable from the
revenues of. the utility properties operated by it.
Whenever the Board of a joint operating agency shall
deem it advisaRissue bonds or warrants to con-

~~

struct or acquire any public utility or works, plants
or facilities or any additions or betterments thereto
or extensions thereof it shall provide therefor by
resolution, which shall specify and adopt the system

. -or plan proposed and declare the estimated cost thereof i
- ,

as near as may be. Such cost may include funds for l
Morking capital, for payment of expenses incurred in the
acquisition or construction of the utility and for
repayment of advances made to the operating agency by

,

|'

any public utility district or city."

15.2(2) Authorizations for Issuing Bonds
.

.

As previously indicated in the Revised Code of Washington State, -

(RCW 43.52.3411) , the Board of a joint operating agency is authorized
to issue revenle bonds and is directed by law to " provide therefor, by - :resolution, which shall specify and adopt the system or plan proposed i
and declare the estimated cost thereof as near as may be". On December 4,

'

1970, the Board of Directors of Washington Public Power Supply System L%
adopted Resolution No. 537 cntitled, "A Resolution Providing a Plan
and System for the Acquisition and Construction by Washington Public
Power Supply System of a Utility System Constituting the Washington Public

1 Power Supply System Nuclear Project No. 2, and Providing for the Issuance

.. _
_ ___ __ _ _ . _ - _ _ . . - _ _ . . . - - - - - - --- -- -~
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yi QUESTION 15.2 (Jan. 20, 1972)
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Provicie evidence as to: (1) the authority upon which WPPSS relies for its
issuance of bonds (or long-ccrm financing) for this project, (2) the
authorizations required for issuance of these bonds, (3) whether the
authorizations have been obtained, (4) existing assurance and indications
that the necessary authorizations can be obtained, (5) whether voter ,
approval is necessary to issue the bonds, and (6) any formalities to be
completed before the bonds will be ready for issue.

'

ANSWER
.

15.2(1) Authority to Issue Bonds:

Washington Public Power Supply System is a municipal corporation of the
State of Washington. The authority of the Supply System to issue bonds
was originally granted by the Washington State Legislature pursuant to
Chapter 295, 66, laws of 1957, and further, pursuant to Chapter 8,
}43.52.3341, laws of 1965. The specific provision authorizing the issuance.

of such bond is found in the Revised Code of Washington 43.52.3441, which
reads as follows: }

" Revenue Bonds or Warrants. For the purposes provided
in this chapter, an operating agency shall have power
to issue revenuo bonds or warrants payable from the ,

revenues of. the utility properties operated by it.
Whenever the Board of a joint operating agency shall
deem it advisabM~iss~uil:ionds or warrants to con-
struct or acquire any public utility or works, plants
or facilities or any additions or betterments thereto
or extensions thereof it shall provide therefor by
resolution, which shall s'pecify and adopt the system
oylan proposed and declare the estimated cost thereof _ -

i
,

as near as may be. Such cost may include funds for 1

' working capital, for payment of expenses incurred in the
acquisition or construction of the utility and for
repayment of advances made to the operating agency by
any public utility district or city."

15.2(2) Authorizations for Issuing Bonds
.

As previously indicated in the Revised Code of Washington State, -

(RCW 43.52.3411) , the Board of a joint operating agency is authorized
to issue revenlo bonds and is directed by law to " provide therefor, by - 1

resolution, which shall specify and adopt the system or plan proposed ;

and declare the estimated cost thereof as near as may be". On December 4, '.
1970, the Board of Directors of Washington Public Power Supply System b- ~
adopted Resolution No. 537 cntitled, "A Resolution Providing a Plan {

| and System for the Acquisition and Construction by Washington Public
,

'

I Power supply System of a Utility System Constituting the Washington Public
| Power Supply System Nuclear Project No. 2, and Providing for the Issuance i

'

|
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HANFORD NO. 2*

AMENDMENT NO. 2

of Revenu Notesj or said Purposes". (See Schedule 1 of Construction Permit
Appli$&Yion, . 15). By this resolution the Board of Directors authorized
the. issuance and sale of S15,000,000 in revenue notes, dated January 1, 1971,
and to be redeemed and paid prior t'6 July 1, 1974. Additional revenue notes are
expected to be issued in December 1972.

Resolution No. 537 meets the requirements of the statute, in that it adopts
and specifies the plan and system for the acquisition and construction of the
nuclear electric generating project identified therein as Washington Public
Power Supply System Nuclear Project No. 2. Section 3 of Resolution No. 537
describes the. project and the system to be acquired. Section 4 thereof set
forth the estimated cost of ~the project, as required by the statute. The( nd
rep _hm&peched,' to be adopted..in.1973, will provide an updater
plan and system in support of permanent financing. -

s ._ _ _ _ . . - .- = -

In addition,. the Supply System is required by Washington law (RCW 43.52.360)
,

to obtain the approval of the legislative bodies of.a majority of the members
thereof. Prior to the adoption of Resolution No. 537, the Supply System
obtained the formal approval of the legislative bodies of all of its members.

15.2 (3) Status of Authorizations

.

At the time of execution of the Net Billing Agreements (Sce Exhibit
III, Schedule 1, Construction Permit Application) with each of the 94 Participants
and the Bonneville Power Administrator, and the Project Agreement, (See Exhibit
IV, Schedule 1, Construction Permit Application), between the Supply System and
the Bonneville Power Administrator, it was understood that a long term revenue

i financing resoltulon(iiou'ld be adopted;by the suispFSyst~em shortly EftTr~the
~ ~

dssuance of the_ Construction Permit by~th'e Atomic Energy Commission. This fact
-

was recognized in Sectiion 18 'of th'e' Net BillinFAgreemehtsT which,provides that
~ ~

-

| the /Agfe~emenEs7dll be sub'jAt"tcy the' provisions ,of a j" Project Bonci)esolution"/
The Project B5hncT~ResdIutibhWa~s 'ilefined as'the re'solutilon, or resolutions, adopted
or supplemented by the Supply System to authorize the " Project Bonds".

Further, at the time the Net Billing Agreements were submitted to each 1

of the Participants for execution, the Bonneville Power Administrator, by letter !

dated November 2, 1970, stated as follows:

"In consideratt.nof your execution of the subject Net Billing Agreement,
and the exercise of BPA's rights under Section 18 of the Project Agreement

, ~)(Contract No. 14-03-19121) between,B_PA and the Supply System, which reserves the
gt of approval of the Project Bond Resolution, except as noted above Bonneville ~

.1g111 not approve any resolution which varies substantially in terms and provisions .

Pfrom the proposed resolution which is enclosed."
.i

5 .' r 'I N
y%jf'amendmentofthThus, theAdministrator has covenanted not to permit any alteration or
h e Project Bond'IEs5Tiitl6n Ui~thout prior written consent of all of

_ the Participany . The Project Bond Resolution was reviewed by each of 3 ' Parti-
y cipants at the time of the execution of the Net Billing Agreements. The Board of

Directors of the supply System, in approving the execution of the Net Billing
Agreements, was also apprised of the Project Bond Resolution. The Bonneville Power

%
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Administrator, as indicated above, has by virtue of his letter dated November 2,
j 1970, approved such Project Bond Resolution. _ This resolution cannot be altered !

i

!

or amended by the Supply System at the time of -its adoption without jh' consentel. of the Bonneville Power Administrator and the Participants. Thus the Project'
|BonDe^ solution has been approved, although it hag and will not be adopted) '|

,

-

.until the issuance of.the Construction Permit. O si e s, y. p j
/, .

- -

4

g_ p& The Supply System is bound by the Project Agreement with Bonneville Power
fe Administration, Section 5 thereof, to "use its best efforts to issue and sellh

Project Bonds to finance the cost of the project and the completion thereof".
~ Pursuant to this agreement, the Supply System covenants and agrees.to take all,

| actions necessary to complete the planning, financing and construction of the
Project.' Further, pursuant to Section 4 of the Net Billing Agreement, the
Supply System covenants wich each of the Participants to "use its bsst efforts,

to arrange for the financing, design, construction, operation and maintenance.

of the project". These are the basic undertakings of the Supply System which,

commit it to pursue the course of action authorized by the statute to issue
and seit its revenue bonds at the appropriate time to finance the construction
of the project. Since incerest rates and the interest of potential bond
purchasers are sensitive to the authority of the public agency (such as the Supply'

System) to actually undertake the construction of such a project, it would not '

be prudent to adopt the Project Bond Resolution authorizing the issuance and -

sale of long-term revenue bonds until a date subsequent to the issuance of the
,

,,-,

Permit by the Atomic Energy Commission. I

!' 15.2 (e) Indications that Authorizations can be obtained
.

On January 4,1971, the Supply System entered into an agreement with
95 consumer owned utilities in the Pacific Northwest region. These agreements
designated " Net Billing Agreements" provide the details of marketing and financing
arrangements for the Project. The response to Question 15.3 provides additional

i evidence of bond marketability.

15.2(5) Need for Voter Approval
i

No voter approval is required for the icsuance of revenue bonds
required for the financing of project construction.,

>

15.2(6) Formalities Before Bond Issue

Other than the adoption of a resolution specifically authorizing the '
issuance of revenue bonds to finance the construction of the Project, no further e
formalities or steps remain to be completed prior to the issuance of such revenue
bonds. The Net Billing Agreements described above, together with the Project

4

Agreement between the Bonneville Power Administrator and Washington Public Power
Supply System, a copy of which is contained in the Official Statement (Schedule
I of the Application), provide the details of the financing and marketing arrange-
ments necessary for the Project. The Supply System has previously issued and
sold revenue bonds in the amount of $122,000,000 in connection with the financing P, ,,

,, -and construction of the Hanford Nuclear Generating Plant, constructed in connec-
tion with the New Production Reactor of the Atomic Energy Commission at the
Hanford Project. In addition, revenue bonds have previously been issued and sold w

for the financing of the Packwood Lake Hydroelectric Project under similar
,

.

P,acircumstances.|-
!
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Ctatement on paga 134:
,

cBased en thic revicw, cur cnnelu210n thnt WPPSS 10'

financially Nified to design and construct the ./
--- - .

proposed fac111ty is made contingent on WPPSS pro- !',!
P'viding by resolution for issuance of bonds, essen-
{i/ tially in the amounts stated in the application, c.

/ to finance the proposed project. Such a resolution,7 i '

as required by Washington State Law, has not yet '? - i f-
# d '

'

been made."

The above statement ~is in response to WPPSS' answer to question
15. 2'(3) Status of Authorizations, which states that, "no authoriza-

Ition has yet been obtained in the form of an appropriate resolution
|

for' issuance and sale of additional revenue bonds to finance the
construction of the project." .

.

. .

In the answer to 15.2(1), Authority to Issue Bonds, the Supply System
. supplied AEC with the applicable provisions.of Washington law, that
is RCW 43.,52.3341, which provides for the adoption of the " system or
plan proposed". The Supply Systen has, in fact,already adopted*

Resolution No. 537, which not only authorizes the issuance of revenue
bot 6s' for the purpose of prelim.inary costs of the project, buts

poftantly, also meets the requirements of the statute: it adopts
and specifies the plan and system for the acquisition and constiruction!,

of the nuclear electric generating' pro')ect identified therein as
Washington Public Power Supply System Nuclear Project No. 2. Section
3 of Resolution No. 537 describes the project and the system to be
acquired. Section 4 thereof sets forth the estimated cost of the
project, as required by the statute.
At the time of execution of the Net Billing Agreements with each of
the 94 Participants and the Bonneville Power Administrator, and the
Project Agreement between the Supply System and the Bonneville Power
Administrator, it was understood that a long term revenue bond
financing resolution would be adopted'by the Supply System shortly

_.. _
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after the issuance of the Construction Permit by the Atomic Energy
/

Commission. This was recognized in Section 18 of the Net Billing
bgreements, which provides that the Agreements shall be subject to
the provisions of a " Project Bond Resolution". The Project Bond

Resolution was defined as the resolution, or resolutions, adopted
or supplemented by the Supply System to authorize the " Project Bonds".

Further, at the time the Not Billing Agreements were submitted to
each of the Participants for execution, the Bonneville Power
Administrator, by letter dated November 2,1970, a copy of which is
attached to this memorandum, states to Participants as follows:

"In consideration of your execution of the subject Net Billing
Agreement, ' and the exercise of BPA's rights under Section 18 of the

(Contract No. 14-03-19121) between BPA and theProject Agreement
Supply System, which reserves the right of approval of the Project

.

Bond Resolution, except as noted above Bonneville will'not approve
any resolution which varies substantially in terms and provisions
from the proposed resolution which is enclosed."-

4ec~w _, , . <jj Thus, theTAdministrator'has covenanted not to permit any alteration
I(te c or amendment '6f hiie'' Project Bond Resolution Witho_ut prior written
#

~

L. consctut of all of the Participants. The Project Bond Resolutione

'was reviewed by each of the Participancs at the time of the execu-. r' -
tion of the Net Billing Agreements. The Board of Directors of the

og Supply System, in approving the execution of the Net Billing TheAgreements, was hlso apprised of the Project Bond Resolution.
Bonneville Power Admiistrator, as indicated above, has by virtue of his
letter dated November 2,1970, approved such Project Bond Resolution.

T.'g /, This resolution cannot be altered or amended by the Supply System
6 (' [at this time of its adoption withou_t tha con _s_emt_of_the,Bonnevilley

.
LPowcOdminisj;rAtar__and the Participants, therefore, it would be

$,p v incorrect to say that no etu;evi Bond Resolution has yet been approved,'
f'f

although it has not and will_.not be , formally _, adopted _until..the., issuance;a

' of the Cons'truction Permit.
The Supply System is bound by the Project Agreement with Bonneville
Power Administration, Section 5 thereof, to "use its best efforts to
. issue and sell Project Bonds to finance the cost of the project and
the completion thereof." Pursuant to this agrement, the Supply System '

covenants and agrees to take all actions necessary to complete the
planning, financing and construction of the project. Further, pur-

suant to Section 4 of the Net Billing Agreement, the Supply System
covenants with each of the Participants to "use its best efforts to
arrange for the financing, design, construction, operation and main-
tenance of the project" . These are the basic undertakings of the
Supply System which commit it to pursue the course of action author-
ized by the statute to issue and sell its revenue bonds at theSinceappropriate time to finance the construction of the project.
interest rates and the interest of potential bond purchaser's are

;.

.
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sensi*tive to the authority of the public agency (such as the Supply
System) to actually undertake the construction of such a project,

, it would not be prudent to adogt the Pr.ojec_t, Bond Re.s.olution author-
' ising the issuance and saleTf long term revenue bonds until a date

subsequent to the issuance of the Permit by the Atomic Energy
Commission.

For the foregoing reasons, we believe that the statement in Section
17 of the Staff Safety Evaluation quoted above can and should be
modified to state in effect that WPPSS is financially qualified on j
the reasonable assumption that the approved resolution will be adopted i
and the bonds sold substantially as planned. If necessary and deemed v

' appropriate, a reporting requirement as to the adoption of the long
j term financing resolution and bond issuance and sales could be imposed.)

,
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keh? PORTI.AND, OREGON 97208 .

'

$ .mec Or .

T,4g A,end:N STRA10R
November 2, 1970 -

Mr. Alan 11. Jones, General Manager .
*

gn ,,,, 3. ,m., ,City of McMinnville .

PCC
.

Water G Light Department* ..

130 N. Baker Street '

McMinnville, Oregon 97128
' .

-

Subject: Washington Public Power Supply System Nucicar Project No. 2
'

.... . Not Billing Agreement No. 14-03-19177
.

.

, ,

.

Dear Mr. Jones: -

'

Enclosed for execution are six copics of the subject Net Billing Agreement.
* If the Agreement is satisfactory, please have sufficient copics of it signed

.

to provide one copy for Bonneville, one copy for the Supply System, and as
many more as you require for your own needs.

'

,

In addition to the signed copics of the Agreement you should return 'to
Bonneville copics of the following docunents:-

a'. Six copies of the Resolution authori::ing execution and delivery of
the subject Net Billing .\greement and six original signed copics of
Resolution Certificate (Revised foms enclosed).,

b. Six undated original signed copics of Opinion of Counsel signed by-

your attorney. (Revised fom cnclosed.)
,

c.' One signed copy of the Escrow Letter. (Pevised fom enclosed.)
.

We have enclosed a copy of the proposed Note Resolution and proposed Bond
-

.

Resolutien which the Supply System has prepared to support its financing
of the Project. It is expected that the Note Reso1~ution will be adopted
by the Supply System this year in order to obtain financing of preliminary
genses related, among other things, to obtaining a constraction pcmit
from the AEC and site approval from the State of Washington.

.
*

* . .. n ~j ,-_ -s

The Lhe Bond _Resoluti,ca provides for pcmancnt financing of the Project.
.

#- Supply System presently expects tydop_t th1L esolution soon after theR
-

constnictien pcmit is obtamed trem the'AEC nce esticaTed to occur in late

(ization of certain Reserve Accounts.972. e Tlic~1 resent ErEt of proposed Bond Resolutien provides for capital-i
Bonneville and the Supply System now-

cxpect to fund the Reservo Account in the Bond Fund (Resolution Sec. 6.2,
para. D), Reserve and Contingency Fund (Resolution Sec. 6.5), Working Capi-
tal (Resolution Sec. 6.6), and Contingency Fuel Fund (not presently in the
Resolution) from caounts to be not billed in the period beginning January 1,

-

1977 and ending Septe:ter 1,1977. 'lhe Supply Syste:a expects to revise the
Bond Resolution to provide this change.

.
.-

e

* .
*

e

$
'

.

-



-. .. ..

- -

.
,,

- ' Section 18 of the Net Billing Agreement provides that the Agreement is'

.

- subject, among other things, 'to the Pro' ject Bond Resolution. 'In considera-
tion of your execution of the subject Net Billing Agreement, in the exercisc

,_ ,

of BPA's rights under section 18 of the Project Agreement (Contract No.14-.

03-19121) between BPA and the Supply System, which reserves right of approval
of the Project Bond Resolution, except as noted above Bonneville will not
approve any resolution which varies substantially in tems and provisions frem
the proposed resolution which is enclosed.-

As you are probably aware the Supply System has detemined with Bonneville's
concurrence that the Project operational date of Septenbcr 1977 can best be
met with a site located on the !!anford reservation. The total fund reauire-'

ment for the financing of the Project including Project reserve funds is
approximately $411 million. The estimated annual operating cost of the
Project in an average water year is $43,166,000. ,

In order to meet present schedules, the agreement and associated documenta-
tion should be executed and retu ned to your Bonneville district or arpa
office prior to December 1, 1970 Benneville and the Supply System then
cxpect to complete execution of the agreement. The execution date en page 2'

of the Net Billing Agreement will be filled in by Bonneville and we will .
return fully executed copics when availabic.

"

.

If we can be of assistance or furnish infomation regarding these procedures
or 'the agreements, please contact your area or district office..,

.

Sincercly,-

,

S/ II. R. RIQBDND'

,
.

.

- Administrator , .

. .

linclosures
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SELECTED CO:HOSITE FIIMCIAL RATIOS
- FOR CLASS A & B ELECTRIC 17fILITIES e

Statistics of Privately C*.med Electric Utilitics)
'iy

-.

c,. > -

.

.
.

. > . 3e.

~
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; e :
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Investments & Funds
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W Other Assets ,
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