Weshington Public Power Supply System
A JOINT OPERATING AGENCY

ST
P O Box 968 3000 GEO WASHINGTON WAY RICHLAND WASHINGTON nayyﬁnounsoe. 946.1611

Docket Nos. STN 50-508 July 12, 1977
and 50-509 G02-77-744 ~/

Director of Nuclear Reactor Regulation
ATIN: OQlan D. Parr, Chief

Light Water Reactors Branch No. 3
U. S. Nuclear Regulatory Commission
Washington D.C. 20555

Subject:  WPPSS NUCLEAR PROJECTS NOS. 3 & 5
FINANCIAL INFORMATION UPDATE

Dear Mr. Parr:

In response to a request to update certain financial information concern-
ing WNP-3/5, directed to WPPSS by your Mr. Daniel T. Swanson, the re-
quested information is provided in the below listed attachments.

Attachment I - Official Statement, $90,000,000 Washington Public
Power Supply System Generating Facilities Revenue bonds, Series
19778 (Nuclear Projects Nos. 4 and 5).

Attachment II - Proposed Official Statement, $230,000,000 Washington
PubTic Power Supply System Nuclear Project No. 3 Revenue Bonds,
Series 1977.

Attachment I1I - Giscussion of WNP-5 cost increases and a discussion
of cost differences between WNP-3 and WNP-5.

Atteachment IV - Source of Funds for System - Wide Construction
Expenditure during Period of Construction of WNP-3 and WNP-5,
Appliicable to Pacific Power and Light Company.

While preparing the Plant Capita! Investment Summary for WNP-3 (Att:chment
I11), we determined that the total project cost for WNP-3 was misc.lculated
in the Testimon, of James D. Perko regarding Financial Qualificat.ons which
was submitted at the evidentiary hearing on May 24 - 25, 1977 (Transcript
following page 598). In Mr. Perko's testimony, the total estimated cost
for WPPSS' 70% share of WNP-3 was accurately stated to be $970 million.
However, the tuotal project cost for WNP-3 was erroneousiy stated to be
$1,281,657,000. This will advise that the correct total estinated cost

for the entire project is $1,385,716,000. Mr. Perko's testimony will be
corrected on the record by affidavit when the Applicant submits its reply
proposed findings of fact later this week.

8409270121 8
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0lan D. Parr
Page two

We trust the attached infermation satisfies your request, and assum
Staff will submit an affidavit updating its financial qualifications
conclusions by July 21, 1977, in order to promptly close the hearing
record,

Very truly yoirs,

JEDJ(I%AAJLQx?ree/
D. L

Renberger
Assistant Director -
Generation and Technology

DLR/RCD:gs

Attachments




Docket Nos. STN 50-508 and 50-509
Letter DL Renberger to 0D Parr,
Financial Information Update

STATE OF WASHINGTON ;
COUNTY OF BENTON )

SS

L. L. RENBERGER, Being first duly sworn, deposes and says: That he is the
Assistant Director, Generation and Technology, for the WASHINGTON PUBLIC
POWER SUPPLY SYSTEM, the applicant herein; that he is authorized to submit
the foregoing on behalf of said applicant; that he has read the foregoing
and knows the contents thereof; and believes the same to be true to the best
of his knowledge.

pATED D wly /& , 1977

O Z lodoorger.

D. L. RENBERGER ~

On this day personally appeared before me D. L. RENBERGER to me known to be the
individual who executed the furegoing instrument and acknowledged that he
signed the same as his free act and deed for the uses and purposes therein

mentioned. P
GIVEN under my hand and seal this _/27¢ day of % , 1977.

ﬁoéary gubiic in and for the State of
Washington ’
Residing at




DIRECT COSTS
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INDIRECT COSTS

91

92
93
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COMPARISON OF WNP-3 AND WNP-5
CAPITAL COST ESTIMATES OF MAY, 1977

ACCOUNT TITLE

Land and land rights ...........civuvnunn

PHYSICAL PLANT

Structures and site facilities ..........
Reactor plant equipment .................
Turbine plant equipment .................
Electric plant equipment ................
Misc. plant equipment ...................

Subtotal .......ccvviiiininnnnnann

Spare parts allowance ...........covuuunus
Contingency allowance ........c.covuunnes

BERERY i ook A s e F e &

Construction facilities, equipwent, and

BERREEE s i v vt SR VA B e e .
Engineering and const. mg't. services ...
DRR-CHERE 200+ s uunnaimsmnmsnsnsursnasea
Interest during construction ............

BUEBIEE] | i n e ainnd x v srarvow by

Start of construction cost ..............
Escalation during construction ..........

TOTAL PLANT CAPITAL TNVESTMENT ..

$ 2,076

165,416
166,958
131,240

49,153

29,122

543,965

3,435
_74,033

$ 621,433

$ 14,89
72,246
207,109
270,714

564,963
3,266

196,338

$1,386,000

$ 2,076

165,416
176,807
133,285

49,153

29,122
555,859

3,435
74,743

$ 634,037

$ 14,895
74,430
410,147
500,346

999,818
9,018

766,753

$1,909,626

P ———

ATTACHMENT 111
Page 9 !

VARIANCE
$ -0-

$ 1

2,184
203,038
229,632

434,355

5,752
70,415

$523,626



WNP-3 vs. WNP-3

SUMMARY VARIANCE EXPLANATION
(May, 1977 Estimates)

WNP-5 construction will follow WNP-3 by approximately

18 months. As a result, escalation will be greater
on WNP-5 than WNP-3.

Nuclear Fuel costs for the initial core are much
higher for WNP-5 than WNP-3 as a result of a; con-
tractual uranium prices being nearly five times
higher for WNP-5 (contract for WNP-3 ore was placed
in late 1973; WNP-5 contracts placed in mid-1975
and late 1976) and b) additional escalation will be
incurred by WNP-5 due to the 18 month schedule
separation,

The reload uranium contracts for WNP-5 require pay-
ments prior to Commercial Operation and, therefore,
are included in the capital cost estimate. The re-
load uranium contract for WNP-3 requires .0 such

payment.

ATTACHMENT III
Page 10

(Thousands)
VARIANCE

90,000

40,000

70,000

WNP-3 is a "net-billed" 2/ plant as described in Attach-

ment 1I. WNP-5 is financed jointly with WNP-4 and
all obligations are the sole responsibility of the
"Participants" as described in Attachment I. Due to
the different financial arrangements for WNP-3 and
WNP-5 and pursuant to "Resolution No. 890", certain

"other" costs (reference Attachment III, Page 5, Item

IV.c) are authorized to be included in the capital

cost of WNP-5 (and WNP-4)., Such costs are defined as

annual operating costs for WNP-3 as opposed to cost
of construction for WNP-5.

90,000

1/ Includes sufficient uranium fo: approximately four

relnads.

2/ "Net-billed" arrangements provide security for financing
WNP-3. This security has the ultimate guarantee of the
Bonneville Power Administration. However, the same
security arrangements were not available for WNP-4 and

WNP-5,



Summary Variance Explanation - continued TTACHMENT III

Page 11

-

Estimated cost of Capitalized Interest During Con-
struction is substantially higher on WNP-5 than WNP-3
as a result of a) higher tctal construction and fuel
costs D) interest on "other" capitalized costs on
WNP-5 that are not defined as cost of construction
for WNP-3 c) assumed interest rate for WNP-5 (7.75%)
is higher than that assumed for the "net-billed",
WNP-3, plant (7.25%) and d) WNP-5 interest is
capitalized through the current Commercial Operation
date and beyond (a2 portion of the interest is capi-
talized during the "ramp-up" period up to July 1,
1988). WNP-3 interest is only capitaiized to Septem-
ber 1, 1982.

AND

ANUD Wi




ATTACHMENT 1V ~
Applicant PACIFIC POWER & LIGHT COMPANY Nuclear Plant_ WNP Nos. 3 & 5
Source of Funds for System-Wide Construction Expenditures During Period
of Construction of Subject Nuclear Power Plant
(millions of dollars)
Construction Years of Subject Nuclear Power Plant
Security issues and
" other funds 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
Common stock - $ 120 $ 140 $ 80 $ 70 $ 10C $ 140 $ 205 $ 250 $ 260
Preferred stock $ 40 - 50 40 20 30 40 50 65 70
Long-term debt 95 140 200 180 160 155 207 299 396 397
Notes payable (17) 17 (7) - (18) - - - - -
Contribu.ions from parent-net - - - - - - - - - -
Other funds 119 8 - - - - - - 67 10
Total —23/ 285 383 300 232 285 38/ 554 7758 7371
Internal funds
Net income 82 57 123 145 162 174 188 224 252 277
Less:
Preterred dividends 13 16 19 23 26 29 32 36 42 48
Common dividends 5 57 68 80 89 95 110 125 140 150
Retained earnings 18 24 36 42 a7 50 52 63 70 79
Deferred taxes 3 2 2 2 3 3 3 13 15 18
Investment tax credit (deferred) 2 9 1 3 10 12 15 20 27 26
Depreciation & amortization 40 46 48 52 62 70 85 105 140 160
Less: AFDC 23 22 43 55 53 65 80 95 120 145
Total 40 59 44 44 69 70 75 06 132 138
TOTAL FUNDS $ 277 $ 344 $ 427 $ 344 $ 301 $ 355 $ 462 $ 660 $ 910 875
Construction Expenaitures *
Nuclear power plants $ 54 $ 166 $ 17 $178 $ 185 $ 175 $ 190 $ 375 $ 473 $ 473
Other 223 156 265 188 129 183 293 290 435 399
Total Construction Exp's $277 $322 F43% §$3%6 F311 §38 §665 Fo08 F@72
Subject nuclear plants $ 11.5 $ 15.4 § 22.4 $ 28.8 $ 43.7 $ 44,9 §$ 36,7 $ 19.7 § 8.8 §

*Exclusive of AFDC (allowance for funds used during construction)

e



 ATTACHMENT 111

DISCUSSIONS OF WNP-5 COST INCREASES
PND WNP-3 AND WNP-5 COST DIFFERENCES.

Page 1 - February, 1976 "Plant Capital Investment Summary" (PCIS)
for WNP-< (previzusly submitted to the NRC).

Page 2 - May, 1977 PCIS for WNP-5.

Page 3 - A summary account comparison of the WNP-5 estimate of Feb-

ruary, 1976 with the WNP-5 estimate of May, 1977.

Page 4 & 5 - Compare the major assumptions used as the basis for prepa-
ration of the WNP-5 February, 1376 and May, 1977 estimates.

Page 6 - Compares the various cost elements inciuded in four sum-
mary accounts in the February, 1976 WNP-5 PCIS with the
cost elements included in the same accounts in the May,

1977 PCIS.
' Page 7 - A summary explanation of the total cost variance between
the WNP-5 February, 1976 and May, 1977 estimates.
Page 8 - May, 1977 PCIS for WNP-3,
Page 9 - A summary account comparison of the WNP-3 and WNP-5 esti-

mates of May, 1977.
Page 10 & 11

A summary explanation of the tota' cost variance tetween
the WNP-3 and WNP-5 estimates of May, 1977.



ot PLANT C VESTMENT

SUMMARY
BASIC DATA
Name of plant LNP-5 Cost basis at start of construction
Net capacity 1,240 Mile)
Reactor type PWR_(CE) .
Location _Satsop. Washington Type of Cooling

Run of river

Design & construction period Natural draft

Month, year NSSS order placed 7-74 cooling towers X
Month, year of commercial operation 9-83 Mechanical draft

Length of work week 40 hours cooling towers
Interest rate, interest Other (describe)

during construction 7.5 s imple2xgxxgexpeund

COST SUMMARY

Account Number Account Title Total Cost
(thousand dollars)

DIRECT COSTS

20 Land and T1and rights........covvvivnnnn. ) = =
PHYSICAL PLANT

21 Structures and site facilities......... 153,572

22 Reactor plant equipment................. 140,151

23 Turbine plant equipment................. 129,762

24 Electric plant equipment................ 42,516

25 Misc. plant equipment........covenvunen. 21,220

T R R e S 487,221

Spare parts allowance........c.oovuvennn. =TT

Contingency allowance.......voovvenunnnns 51,831

SUPEDREY s sssvssiiasrinsusnvnnesa S 541,464

INDIRECT COSTS

g1 Construction facilities, equipment, and
BBPTTORE . <o 5250 vnssnnsenansss conssnens $ 5,898
92 Engineering and const. mg't. services... 31,450
83 DRREY COBLS . . o vcocerissnvcsnnivonssnneve 79,481 (1)
94 Interest during constiru tion............ 299,948
SRR cio5 o 5-5a 5 5 2w s aiv s Svon olb an S 416,777
Start of construction cost.............. $ 2 RYR

Escalation during construction ( % yr) 227,600 (2)
Total plant capital investment (3 JKW)$ 1,188,710

g
(1) Excludes all Nuclear Fuel costs.

(2) Labor escalation @ 8%, compounded; material escalation @ 6%, compounded.

~



Page 2

PLANT NVESTMENT
SUMMARY
BASIC DATA f""“‘k" 7nus-.ss)on_,FP J'P"f—{
Name of plant WNP-5 Cost basis at start of construction
Net capacity 1,240 Mi(e)
Reactor type PWR (CE)
Location Satsop, Washington Type of Coolinn

Run of river

Design & construction period Natural draft

Month, year NSSS order placed 7-74 cooling towers X
Montn, year of commercial operation ﬁ°8§ Mechanical draft
Length of work week 40 ours cooling towers

Interest rate, interest Other (describe)

during construction 1.1% s implezxexxeerpeyrgx

COST SUMMARY

Account Number Account Title Total Cost
(thousand dollars)

DIRECT COSTS

20 Land and land rights.........covvvvunnn. $ 2,076
PHYSICAL PLANT
21 Structures and site facilities.......... 165,416
22 Reactor plant equipment...........cc.... 176,807
23 Turbine plant equipment................. 133,285 _
24 Electric plant equipment................ 49,153
25 Misc. plant equipment..........convunnn. 29,122
] S N S 555,859
Spare parts allowance. ......covveneuenn. . 3 LA%
Contingency allowance.........cvuvvuunn.. 24 743
SUDLOtAY. . ..cvvvrriininninrnnnnas $ 634,037
INDIRECT COSTS
91 Construction facilities, equipment, and
T R T i $ 14,895
92 Engineering and const. mg't. services... 74,430
93 RN CEEE . oo vinsniesronsisnbnstrmseiss 410,147 (1)
94 Interest during construction............ 500, 346
Subtotal.....oov viiiiiiiineenns S 999,818
Start of construction cost.............. S T 1R
Escalation during construction ( % yr) 266,753 (2)

Total plant capital investment (3 /KW)S__ 1,900 626

(1) Includ nd $72,1 initial core and reload nuclear
fuel requirements, respectively.

(2) Labor escalation @ 8%, compounded; material escalation @ 6%, compounded.

-



ATTACHMENT 111

Page 3
WASHINGTON PUBLIC POWER SUPPLY SYSTEM ]
UNIT NO. 5
TOTAL ESTIMATED COST COMPARISON
(Thousands)
ESTIMATE OF ESTIMATE OF
ACCOUNT NUMBER ACCOUNT TITLE FEBRUARY 1976 MAY 1977 VARIANCE
DIRECT COSTS
20 Land and land rights ........ciiiinnrnnnnnn -0- $ 2,076 $ 2,076
PHYSICAL PLANT
21 Structures and site facilities ............. 153,572 165,416 11,844
22 Reactor plant equipment ...........co0nvnenn 140,151 176,807 36,656
23 Turbine plant equipment ...........ccovvvuunn 129,762 133,285 3,523
24 Electric plant equipment ............cc0uuee 42,516 49,153 6,637
25 L DIARE OUNIRIIE - o 5scvneborsnses Vdieis 21,220 29,122 7,902
T P U Y e S 487,221 565,859 68,638
SPOe PartS DITDMPREE ..cvcvsrnvssvrnsnsnoss 2,412 3,435 1,023
Contingency allowance ........cccovnvvenennnen 51,831 74,743 22,912
DS - os0i vavs S50 rs v rrsiravie siviss 541,464 634,037 92,573
INDIRECT COSTS
91 Construction facilities, equipment, and
DRI <5 s o 0005 K% 8% P 59 FR KB ETS BT ¢ 5,898 $ 14,895 $ £,997
92 Engineering and const. mg't. services ...... 31,450 74,430 42,950
93 DR CHBRE & svnnirasonss swisanss raessbiins 79,481 410,147 330,666
94 Interest during construction .......... .... 299,948 500,346 200,398
SUDRIRRY o isonivivessonisvisistricess 416,777 999,818 583,041
Start of construction cost ................. 2,878 9,018 6,140
Escalation during construction ............. 227,600 266,753 39,153
TOTAL PLANT CAPITAL INVESTMENT ............. 31.188,719. $1,909,626 §720.907

e ————— ———&

peSSS
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ATTACHMENT 111
Page 4

BASIS FOR WNP-5 COST ESTIMATES

vs. MAY, 1977

_ FEBRUARY, 1976

PROJECT SCHEDULE:

MILESTONES

ESTIMATE OF ESTIMATE OF

Limited Work Authorization Issued
Construction Permit Issued
Fuel Load

Commercial Operation

FEB., 1976 MAY, 1977 VARIANCE
12/75 4/77 16 mos.
3/76 =——p 9/77 18 mos.
3/83 9/84 18 mos.

9/83 ————a3>3/85 18 mos.

Note: Both cost estimates assumed major construction on WNP-5 would follow WNP-3 by 18 monthe.

EQUITABLE COST SHARING:

The 1976 cost estimates were based on WNP-3 assumine all common cos’s, as if WNP-5 were nct to
be built; and WNP-5 assumed only the "incremental" costs required to add it to the total (dual-

unit) project.

The 1977 cost estimates were developed on an "equitable" cost sharing basis which takes into
consideration that both WNP-3 and WNP-5 benefit from the economies of dual-unit construction
and, therefore, share certain costs on the basis of the proportion of respective benefit.

BASE DATES FOR PREPARATION OF THE ESTIMATES:

ESTIMATE OF ESTIMATE OF
FEB., 1976 MAY, 1977

JUNE, 1975 JUNE, 1976



Basis for WNP-5 Cost Estimates - continued

Iv.

ATTACHMENT 11T
Page 5

SPECIAL FINANCING CONSIDERATIONS:

a)

b)

When the Feb., 1976 estimate was developed, Participants', Ownership, Assignment and Short
Term Sales Agreements and the Bond Resolution were not finalized and approved.

Changes in assumed interest and reinvestment rates:
ESTIMATE OF ESTIMATE OF

FEB., 1976 MAY, 1977
Interest 7.50 1.75
Reinvestment 7.00 5.75

Other capitalized costs as defined in Board of Directors Resolution No. 890, adopted February
23, 1977, a portion of which were aliocated to WNP-5 in the May, 1977 estimate but not in-
cluded in the February, 1976 estimate are as follows:

a) Reserve & Contingency Fund

b) Revenue Fund Working Capital

c¢) Bond Fund Reserve Account

d) Ramp Up Costs

e) Energy and iranium Bearing Lands Acquisition Programs



ACCT. NO./TITLE

- Contingency Allowance

93 Other Costs

94 Interest During Construction

- Start of Construction Cost

COMPARISON OF ASSUMED ACCOUNT DEFINITIONS
OF

(Thbqsdhd§3
FEBRUARY, 1976
ITEM(S) INCLUDED COST

Direct Cost Contingency 51,831

TOTAL 51,831

Owners Cost 49,710
Sales Tax (Incl. Fuel Tax) 28,771
Performance Bonds 1,000
TOTAI 79,481

Net IDC (Including
Interest on Fuel) 277,035
Financing Cost 22,913
TOTAL 299,948
Start-Up Costs 2,878
TOTAL 2,878

ATTACHMENT FII
Page 6

WPPSS UNIT NO. 5 FEBRUARY, 1976 AND MAY, 1977 "PLANT CAPITAL INVESTMENT SUMMARY™

ITEM(S) INCLUDED COST
Direct Cost Contingency 39,743
Total Project Contingency 35,000

TOTAL 74,743
Owners Cost 79,199
Sales Tax (Excl. Fuel Tax) 47,259
Performance Bonds 1,000

Nuclear Fuel (Incl. Sales Tax) 177,981

Reserve & Contingency Fund 5,556
Working Capita’ 3,333
Reserve Account 72,815
Bond Discount & Financing Cost 19,670
Energy & Uranium Programs 3,334

TOTAL 410,147

Net IDC (Including Nuclear

Fuel & Start-Up Interest) 500,346

500, 346

TOTAL
Start-Up Costs 3,266
Ramp-Up Costs 5,752
TOTAL 9,018



ATTACHMENT III
Page 7

WNF-5
SUMMARY VARIANCE EXPLANATION

(From Feb., 1976 Estimate to May, 1977 Estimate)

(Thousands)
VARIANCE _

Cumulative Project Schedule Delay of 18 months (ex-
cluding Fuel and IDC increases). 90,000

Change in estimating basis from "incremental” to :
"equitable" cost sharing. 70,000

Physical Plant, Construction Plant, Sales Tax, AE/CM

Services and QOwners estimated costs increased as a

result of design changes and/or additions, correcting

previous estimating errors/omissions, availability of

additional information for better definition of work

and actua! prices escalated at a higher rate than

projected. 55,000

Addition of a total project "Potential Exposure"

allowance for contingencies not quantified by

Ebasco, i.e., contractor claims, schedule accelera-

tion, etc. 35,000

Certain costs included in the May, 1977 estimate

but previously not included in the Feb., 1976

Estimate, i.e., Nuclear Fuel, Reserve and Contin-

gency Fund, Working Capital, Reserve Account, Energy

and Uranium Programs and Ramp-Up Costs. 270,000

Interest During Construction increased as a result
of the 18 month schedule delay, substantial increases
in the estimated direct and indirect costs, inclusion
of interest during the "Ramp-Up" period and a change
to more conservative assumed interest and reinvest-
ment rates.

~n
o
o
o
o
o

TOTAL VARIANCE FROM FEB., 1976 TO MAY, 1977 72

}o
(]
o
o



ATTACHMENT 111

PLANT CAFITAL INVESTMENT Page 8
SUMMARY
BASIC DATA Tneludes +husmss.on/ ¢PFP % Peel
Name of plant WNP-3 Cost basis at start of construction
Net capacity 1,240 Mi(e) .
Reactor type PwRAjcz)
Location __Satsop, Washington Type of Cooling
. Run ¢f river
Design & construction period gt Natural draft
Month, year NSSS order placed cooling towers X
Month, year of commercial operation 9-83 Mechanical draft
Length of work week 40 hours cooling towers
Interest rate, interest Other (describe)
during construction 7.25 s impleXxarxgampIynd ¥

COST SUMMARY

Account Number Account Title Total Cost
(thousand dollars)

DIRECT COSTS

20 Land and 1and rights.......coveveeeennn. § 2,076
PHYSICAL PLANT
21 Structures and site facilities.......... 165,416
22 Reactor plart equipment.. .........00u.n. 166,958
23 Turbine plant equipment.......oovvvvnnns 131,240
24 Electric plant equipment................ 49,153
25 Misc. plant equipment.........ovvvvunn.. 29.122
e PR e I e e ) 543,965
Spare parts allowance. ......ovvvvnnnnns. . 435
Contingency allowance..........covuvuen. 74,033
-7 | SRR $ 621,433
INDIRECT COSTS
91 Construction facilities, equipment, and
T [ U S $ 14,894
92 Engineering and const. mg't. services. 72,246
93 UEREY COBLE . ccoversconsnvmisassionessnsse 207,109 (1)
94 Interest during construction........ HICE 270,714
Subtotal... ...oovviiinnninnnnnn S 564,962
Start of construction cost.............. S T786
Escalation during construction ( % yr) 196,338 (2)

Total plant capital investment (3 /Kw)S 1,386,000

(1) Includes $63,537 for initial core nuclear fuel requirem;;:;T.f::>

(2) Labor escalation @ 8%, compounded; material escalation @ 6%, compounded.



ATTACHMENT 11

PROPOSED OIFICIAL STATEMENT DATED JUNE 30, 1977

. JMeoody's: ......
Retlage: {Sundard & Poor's: ... ..
(See “Ratings” bercin)

$230,000,000

WasHINGTON PuBLIC POWER SUPPLY SYSTEM
Nuclear Project No. 3 Revenue Bonds, Series 1977

Dated: July {, 1977 Due: July 1, as shown below

Interest is payable January 1 and July 1, commencing January 1, 1978. Seattle-First National Bank,
Seattle, Washington, is Bond Fund Trustee.

T

"
anl

The 1977 Bonds maturing or July 1, 2009, and on July 1, 2018, are subject to redemption by operaticn of the
Bond Retirement Account at 100 plus accrued interest 10 satisfy sinlung fund instaliments, on any interest payment
date on or after January 1, 2001, and January 1, 2010, respectively.

The 1977 Bonds may be redecmed prior to maturity, at the option of the Supply System, on or after July 1, 1987,
as a whole at any time, or in part in inverse order cf maturities and by lot within a maturity on any interest payment
date, at prices ranging from 103% for the period July 1, 1987, to and including June 30, 1990, to 100% after
June 30, 2000, plus accrued interest to the date fixed for redemption in each case, as further descr.»ed her:cin. The
1977 Bonds may also be redeemed under special circumstances as further described herein.

Interest exempt, in the opinion of Bond Counsel, from: federal income taxation under existing laws,
regulations and rulings issued by the Internal Revenue Service.

The 1977 Bonds and the interest thereon are payable solely from the revenues derived by the Supply System through
th.e ownership ap? operation by it of the Supply System’s Ownership Share of the Project, including all payments to be
made o the Supply System pursuaut to the Net Billing Agreements and Power Sales Agreement, and Bona procecds.

The United States of America. Department of the Interior. acting by and through the Bonneville Power A dminis.
trator (“Bonneville”), has purchased the Supply System’s Ownership Share of the capability of the Project from 103
of its statutory preference customers (the “Participants™), less that portion of the Supply System’s Ownpership Share
of the Project output which will be sold to certain industrial customers of Bouneville from the dute of commercial
oper2tion through June 30, 1984, pursuant to the Power Sales Agreement. Such Participants, in turn, have purchasced
such capability from the Supgly System, pursuant to the Net Billing Agreemenis. Bonneville is obligated to pay the
Participaats. and the Participants are obligated to pay thre Supply System. in the manner and from the sources described
Lerein, the total annual costs of the Supply System’s Owoership Share of the Project, including debt service on the Bonds,
whetter or not the Project is completed, operable or operating and notwithstanding the suspension, reduction or
curtailment of the Project outpat.

AMOUNTS, MATURITIES, COUPONS AND YIELDS OR PRICLES

This is a Proposed Official Statement, subject to correction an? change, and is not yet finally adopted. (he Supply System
has authorized the distributicn of this Proposed Ofhcial Statement to prospective purchasers and others. Upon

sale of the Series 1977 Bonds, it will conpiete, adopt, and dediver an Gl Statement substantially in this form.

Price Price
or
Amoust  Due Coupon Vil Amosst  Due Coupon vieia
1620000 1988 $3.655.000 1993
s2.725.:'~ 4 1986 3,830,000 1994
2825000 1987 4,030,000 19958
2945 000 1988 4,240,000 1996
3065000 19%9 4 460,000 1997
3.200.000 1990 4,700,000 1998
3318000 1991 4950.000 1959
3.490.000 1992 5,235,000 2000
$63.835.000 .. .. “% Term Bonds Due July 1, 2009, Price . .... %
$107,160.000 . .. .. % Term Boads Due July 1, 2018, Price ... .. e

SEALED BIDS WILL BFE RECEIVED AT THE SUPPLY SYSTEM'S OFFICE AT SUITE 415,
SEA-TAC OFFICE CENTER, 18000 PACIFIC HIGHWAY SOUTH, SEATTLE,
WASHINGTON, UNTIL 8:30 AN, SEATTLE TIME, JULY 12, 1977,

The 1977 Bonds are offered when, as and if issued and received by us and are subiect to the approval of legality
by Wood Dawson Love & O'Brien. New York, Bond Counsel to the Supply Syztem, and Houghton Cluck F.‘oughh_n &
R'.ic). Seattle. Washington, Soecial Counsel to the Supply System. It is expected that the 1977 Bonds in definitive
form wiil be ready for delivery on or about July 23, 1977.

July .., 1977



WASHINGTON PUBLIC POWLR SUPPLY SYSTEM
Principal Officr —Richland, Washington

Representatives
to the
Board of
Members Directors
Public Utility District No. 1 of Benton County ................. ... John Goldsbury
Public Utility District No. 1 of ChelanCounty ..............oovnnn Robert O. Keiser
Public Utility District No. 1 of Clallam County ...............c.0un Alvin E. Fletcher*
Public Utility District No. 1 of Clark County  ...........ccovvnnnnn Ed Fischer*
Public Utility District No. 1 of CowlitzCounty .............coconn. D. E. Hughes*
Public Utility District No. 1 of Douglas County .............c....0n Howard Prey
Public Utility District No. 1 of FerryCounty ............coc0vvivnnn Clair R. Hilderbrandt
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The information contained in this Official Statement has been obtained from the Supply System and
Other sources deemed reliable.  No representation or warranty is made, however, s to the accuracy or
completeness of such information, and nothing contained herein is, or shall be, reli 4 upon as a promise
Or representation of the Underwriters. This Official Statement, which includes the cover page and
exhibits, does not constitute an offer to seil the 1977 Bonds in any state to any person to whom it is
unlawful to make such offer in such state. No dealer, salesman or other person has been authorized
to give any information or to make any representations, other than those contained in this Official
Statement in connection with the offcring of the 1977 Bonds, and if given or made, such information
or representation must not be relied upon.
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SUMMARY STATEMENT
(Subject in All Respects to More Complete Information Contained in This Official Statement)

Purpose of Iss

The purpose of the $230,000,000 Washington Public Power Supply System Nuclear Project
No. 3 Revc wue Bonds, Series 1977, is to finance a portion of the Supply System’s share of the cost of
constructing and acquiring the Project. The Supply System has issued $250,000,000 of permanent
financing for the Project. The Supply System has entered into an agreement with four investor-owned
utilities which provides that the Project will be owned 707 by the Supply System and 30% by the
utilities. It is estimated that the additional permanent fiaancing required for the Supply System's
share of th. Project will be $464,000,000.

The Supply System’s share of the Project will be financed and accounted for as a system separate
from all other current or planned Supply System projects. The Project is located about three miles
south of the community of Satsop in Grays Harbor County, Washington, approximately 16 miles east
of the City of Aber 2en and 66 miles southwest, of :h2 City of Seattle, and will consist of a pressurized
water nuclear electric generating plant with a net generating capability of approximately 1,240,000
kilowatts, together with the necesszry facilities to deliver the output to the 500 kV transmission facilities
of the Federal Columbia River Power System located in the vicinity of the Project.

The Sup ly System

The Supply System, organized in 1957, is a municipal corporation and a joint operating agency of
the State of Washington. [Its members are 19 operating public utility districts and the Cities of Rich-
land, Seattle and Tacoma, all located in the State of Washington. The Supply System has the authority,
among (‘:Excr things, to acquire, construct and gperate plants, works and facilities for the generation
and transmission of electric power and energy. The Supply System is operating generating facilities of

appri mm.ndy 888,000 kilowatts capacity and has undgr construction nuclear projects of approximately
6,00 1,000 kilowatts capacity.

Security f« r the onds

The 977 Bonds and the interes: thereon are payable solely from the revenues derived by the Supply
System through the ownership and operation of its share of the Project, including all payments to be
made to the Supply System pursuant to the Net Billing Agreements and Power Sales Agreement, and
Bond proce. Is. Interest on the 1977 Bonds will be capitalized from Bond proceeds until September
1, 1982

The United States of America, Department of the Intedior, acting by and through the Bonneville
Power A _ministrator (*“Bonaeville™), has purchased the Supply System’s Ownership Share of the Project
capability from 103 of its <tatutory preferer~e customers (the “Participants™), less a portion of the
Supply Syvstem's share of the Project output which will be sold to 15 industrial customers of Bonneville
from the date of commercial operation through June 30, 1984 pursuant to a Power Sales Agreement
Such Participants, in turn, have purchased such capability from the Supply System, pursuant to the Net

Billing Agreements. Bonncv:lle is cbligated to pay the Participants, and the Participants are obligated to.
pa\ the Supply Sy tem, in the manner and from the sources described herein, the total annual costs of the,,

Supply System’s Own rship Share of the Project (including debt service on the Bonds), less any amounts _
; yable pursuant to the Pover Sales Agreement, whether or not the Project is completed, operable or_
opcmtmg and noowithstanding the auspensm_n redumon or curt.nlmem of the Project output,

. r—_ oy - ———

The Net Billing Agreements provide that payments are to commence on the date when the Project
is ready to be operated on a commercial basis, or January 1, 1981, whichever is earlier; provided, that such
payments “tior to the earlier of the date the Project is ready to be operated on a commercial basis or Sep-
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temi r 1, 1981, are limited to such amounts as Bonneville and the Supply System agree may be included
in the Annual Budgets.

No Participant will be required to make payments to the Supply System except from revenues
derived from the ownership and operation of its electric utility properties. Each Participant has cove-
nanted that it will establish, maintain and collect rates or charges for power and energy and other services
furnish. 1 through its electric utility properties which shall be adequate to provide revenues sufficient
to make requized payments to the Supply System.

“onti acts, Schedule, Permits and Licenses

The Supply System has employed Ebasco Services Incorporated as Construction Engineer for the
‘roject. The Supply System has entered into 74 equipment and construction contracts as of June 1,
1977, including contracts for the nuclear steam supply system with Combustion Engineering, Inc., and
for the tu bine-generator and accessories with the Westinghouse Electric Corporation. The total contract
amount <[ all these contracts was $267,954,000 as of that date. The present schedule contemplates
com nercial operation in September 1983 based on receipt of a construction permit in August 1977,

The Supply System has obtained all of its uranium requirements for the initial nuclear fuel core
under present ERDA regulations. The Supply System has under contract 14 years of uranium require-
ments for fuel reloads based on annual refueling. =

The State of Washington has entered into a site certification agreement with the Supply System
apyroving the site, which agreement includes the National Pollutant Discharge Elimination System
Permit, nad on April 8, 1977 the NRC issued a limited work authorization. In addition, the Supply
Sysiem has applied for a construction permit from the NRC and expects a decision in late summer or
carly fall of 1977. The Atomic Safety and' Licensing Board held final safety hearings relating to the
issuance of the construction permit in May of this year.



OFFICIAL STATEMENT
or

WASHINGTON PUBLIC Powkn SUPPLY SYSTEM
A Municipal Corporation and a Joint Operating Agency of the State of Washingten

relating to its
$230,900,000

Washington Public Power Supply System Nuclear Project No, 3
Revenue‘ Bonds, Series 1977

July .., 1977

The purpose of this Official Statement, which includes the cover page hereof and the exhibits hereto,
is to set forth information concerning Washington Public Power Supply System (the “Supply System”),
its Washington Public Power Supply System Nuclear Project No. 3 (the “Project”) and its $230,000,000
Washington Public Power Supply System Nuclear Project No. 3 Revenue Bcnds, Series 1977 (the
“1977 Bonds™), in connection with the sale by the Supply System ot such Bonds and for the information
of all who may become holders of such Bonds.. The 1977 Bonds are to be issued pursuant to the
Revised Code of Washirgton  Chapter 43.52, as amended (the “Act"), Resolution No. 775 (the
“Resolution™) adopted December 3, 1975, by the Board of Directors of the Supply System and a resolu-
tion supplemental to the Resolution, Resolution No, ... ... (the “Supplemental Resolution”) adopted
July .., 1977, The Supply System has heretofore issued, pursuant to the Resolution, $250,000,000
principal amount of bonds for the Project, which bonds together with the 1977 Bonds and all addi-
tional series of bonds which may be hereafter issued pursuant to the Resolution to pay the Supply
System’s ownership share of the cost of acquiring and constructing the Project are herein called
collectively the “Bonds”,

The Project will be 70% owned by the Supply System, such share being hercinafter referred to
as the Supply System's “"Ownership Share” of the Project, 10% by Pacific Power & Light Company,
10 by Portland General Electric Company, 5% by Puget Sound Power & Light Company :nd 5%
by The Washington Water Power Company (the “Companies™).

r SECURITY FOR T'E BONDS

The principal of and interest on the Bonds are payable solely from the Bond F.nd created by the
Resolution. The moneys pledged to such Fund are limited to the income, revenues, receipts and profits
derived by the Supply System through the ownership and operation by it of its Ownership Share of the
Project, including the revenues derived by the Supply System from the Net Billing Agreements and the
Power Sales Agreement described below, and Bond proceeds. Interest on the Bonds will be capitalized
from Bond proceeds to September 1, 1982,



The United States of America, Department of the Interior, acting by and through the Bonneville
Power Administrator (“Bonneville”), has purchased the Supply System’s Ownership Share of the Project
capability from the Participants who, in turn, have purchased such capatillty from tie Supply System,
all under the Net Billing Agrcements. Bonneville is obligated to pay the Participants, #nd the Partici-
pants are obligated to pay the Supply System, in the manner and from the sources described below,
the total anrual ccits of the Supply System’s Owaership Share of the Project, including debt service
on the Bonds, wheths- or not the Project is complated, operable or operating and rotwithstanding the
suspension, reductio.. or curtailment of the Project output.

The Supply System and Bonneville have aiso entered into a Power Sales Agreement with 15
industrial customers of Bonneville for the sale of a portion of the energy from the Supply System’s
Ownership Share of the Project, if such energy is not required to meet Bonneville's contractual obliga-
tions to supply firm power, from the date of commercial operation through June 30, 1984,

The Participants are 103 municipal corporations and electiic cooperatives, all of whom are statutory
preference customers of Bonneville and purchase all or a portion of their power supply directly from
Bonneville under power sales contracts with Bonneville. For a discussion of these contracts and their
terms see “Bonneville Contracts” under the caption “1 oane ille Power Administration”. These power
sales contracts prov:de for monthly billing§ and paymen:s. Under the Net Billing Agreements, in payment
for the share of Project capability purchased by each Participant, such Participant will pay the Supply
System its pro rata share of the Supply System’s Ownership Share of thz costs for the Project less amounts
pavable by the 15 industrial customers of Bonneville under the Power Sales Agr :ment. Bonneville will
pay for the Project capability sold by the Participants to Bonneville under the Net Billing Agreements
by giving the Participants credits against the amounts the Participants owe Bonneville under the afore-
said power sales contracts. This crediting procedure is called “net billing".

Prior to each Contract Year the Supply System will adopt an Annual! Budget covering all the Supply
Svstem’s Ownership Share of the costs for the Project, including debt service on the Bonds  Thereafter a
Billing Statement will be prepared for each Participant which will show the Participant’s pro rata share
of the Annual Budget less amounts payable by the 15 industrial customers of Bonnzsille under the
Power Sales Agreement and from other sources. The Annual Budget and Billing Statemants may be
amended during a Contract Year if nccessary. Payments by the 15 industrial customers of Bonnevill:
will vary with the amount of energy delivered pursuint to the Power Sales Agreement. and amounts
pavable by the Participants pursuant to the Net Billing Azreemen will bz increased to the extent that
pavments are not made by industrial customers under the Power Sales Agreement.

Each Participant is a party to at least one other agreement with Bonneville providing for net
billing, such as the net billing azreements relating to the Supply System’s Nuclear Projects Nos. 1 and 2.
In the month preceding the beginning of eaclr Contract Year, the Bonneville bill to each Participant
for power supply and other services under the Participant's power sales contracts with Bonneville will
show an offsetting credit equal to the Participant’s oblizations to the Supply System as shown on its
Billing Statement and billing statements under its other net billing agreements, up to the full cmount of
such bills if necessary. In each month thereafter such crediting will continue until credits equal to the
amount shown on the Porticipant’s Billing Staternent bave been made to the Participant. The redits
received b the Participant from Bonneville in each month under all net billing agreements will be
allocated pro rata In each month of the Contract Year, and within 30 days of receiving the
credit, the Participant must pay the Supply System an mount equal to the credit it e ed frem
Bonneville in the preceding month. The effect of this payment procedure will b2 that monies due
Bonneville from the Participants, up to the Participants” total obligations to the Supply System as
shown on their billing statements for all net bilied projects. will be paid to the Supply System and will
not become available to pay other Bonneville obligations.

If Bonneville estimates that a Participant’s obligation to Bonneville urder its power sales contracts
will not equal or exceed the Participant’s obligation to the Supply Systerm under its Sc( B»l.lmg Agreemer <
and its other net billing agreements. thus resulting in a ot billing deficiency. the et Billing Agreements
provide that Bonneville shall use its best efforts to make assignments of such Participants share of Projec!



capability to other Participants and other customers of Bonneville to the extent necessary to eliminate such
Participant’s net billing deficiency and, if such assigiments are not sufficient to eliminate such deficiency,
the Net Billing Agieements provide for mandatory assignments to the other Participants. Such mandatory
assignments to any Participant may not exceed 25% of that Participant’s share of Project capability or be
such as 1o cause its ob'igation to the S pply System to exceed the credits available to it from Bonneville.
If a Pasticipant defaulis under the Net Billing Agreement, < ach other Participant’s share of the Project
capability will be automatically inci ;ased for the remaining term of the Net Billing Agrecments pro rata
with that of other nondefaulting Participants up to an additionai accumulated maximum of 25% of
its original share of Project capability; provided, that such increase shall not cause the estimate of the
paymcents to he made by such Participant to the Supply System to exceed the estimate of Bonneville's
billings to the Participant for power and certain services.

The Net Billing Agreemen s provide that if assignments cannot be made in amounts sufficient to
bring into balance the respective dollar obligations of Bonneville and the Participant and an accumulated
balance in {avor of the Participant from a previous Contrac’ Year is expected by Bonneville to be carried
for an additional Contract Year, such balance and any subsequent monthly net balances that connot
be net billed will be paid in cash to the Participant by Bonneville, “subiect to the availabii™  appro-
priations for such purposes”. At the time the N¢' Billing Agreements + ~re entered into, ¢  f Bonne-
ville’s revenies were paid into the United States Treasury, and Bi °r dlle was requirea to obtain
appropriations from Congress for all its cash needs. Since that time, the Federal Columbia River
Transmission Ssstem Act (the “Transmission Act”) was’ enacted (see “Bonneville Power Administra-
tion™). The Tran:mission Act ¢s 1biishes the Bonneville Power Administration Fund (the “Fund™)
into which all revenues received by Bonneville are to be deposited. Bonneville may make expendi-
tures from its revenues in the Fund without further aypropriation by Congress for any purpose
necessary or appropriate to carry out the duties imposed upen Bonneville pu:suant to law, including
making any ¢ h payments + ‘quired under th2 Net Billing Agreements. Although Bonneville is still
required to submit an annual budget ir_luding such expenditures to Congress for review, Bonneville's
expenditures from its reven s in the Fund do pot require formal approval by Congress except that
Congress may take action to impose speciiic d rectives or limitations on such expenditures.

Subject to the power of Congress to take such action, Bonneville is obligated to pay from its
revenues i the Fund any cash payments required under the Net Billing Agreements prior to any
payvments by Bonneville to the Treasury for repayment of (i) the Federal investment in the Federal
Columbia River Powe System, (ii) Corps of Engineers and Bureau of Reclamation costs connected
with such system and (iii) bonds issued pursuant to the Transmission Act.

Bonnetille has stated to the Supply System and cach Participant that, in accordance with the provi-
sions of the Transmission Act, it will pay in cash from the Fund arv cost: bifted to the Participants not
paid threugh net billing credits on a parity with other Bonnesills operating expenses. Bonneville is
obligazed by law to charge rates for electne power and transmission of electric power which will
recover the cost of produ iry and transmitting electric power, including all payments under the Nr*
Billing Agreements.

For a discussion of Bonneville revenues available for net billing and cash payments, as described
hove, 2e “Boaney le Revenues and Expenses™ under the caption “Bonneville Power Administration”
and Exhibit VI Bonneville currestly estimates that after all net billed projects begin commercial opera-
tion, the ret billing obligations of Bouneville to the participants in such projects will exceed Bonneville
revenue from such porticipants which is subject to net billing.  For examplz, current projections indicate
that in the year ending September 30, 198= the net billing obligations of Bonneville to the participants
in net billed projects will exceed estimated net billing credits by $37.4 million. If necessary, Bonneville
is obligated to pay such deficits under the assiznmert and net billing procedure or by cash payments
from the Fund in the manncr described above.
Each Participant is oblizated to pay the Supply System the amount set forth in its Billing Statement
by the end of eoch Contract Year, whether or not it bas received equivalent net billing credits from
B aneville,  No Porticipant will be required to make payments to the Supply System except from
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revenucs derived from the ownership and operation of its electric utility properties. Each Participant has
covenanted that it will establish, naintain and collect rates or charges for power and cnergy and other
services furnished throush its electric utility properties which shail be adequate to provide revenues
sufficien. to make required payments to the Supply System. :

Ihe Net Billing Agreements provide that payments will commence on the date when the Project is
ready to be operated on a commercial basis, or January 1, 1981, whichever is caclier; provided, that such
payments prior to the date the Project is ready to be operated on a commercial basis or September 1, 1981,
whiche er is earlier, are limitsd to such amounts as Bonaeville and the Supply System agree may be
included in the Annual Budgets. -

The Resolution provides for a Reserve Account in the Bond Fund equal to one-half of the maximum
annual interest on each series of Bonds. Bonneville and the Supply System have agreed that (he amount
required for the Reserve Account plus $£3,000,000 for working capital will be provided through payments
un er the Net Billing Agreements prior to September 1, 1982, If for any reason these amounts are not
$0 provided, they will be provided from Bond proceeds.

The revenues of the Supply System derived or to be derived from the Supply System's Nuclear
Projects Nus. 1, 2, 4 and 5, Hanford Project, Packwood Lake Hydroelectric Project and any other project
which may hereafter be undertaken by the Supply System are not plecged to the payvment of .ne Bonds.

A}

THE SUPPLY SYSTEM

The Supply System, a municipal corporation and a joint operating agzency of the State of Washington,
was organized in January 1957, pursuant to the Act. Its membership is made up of 19 Operating public
utility districts and the Cities of Richland, Seatile and Tacoma, all located in the State of Washington.
Ihe Supply Svstem has the authority, among other things, to acquire, construct and operate plants,
works and facilities for the generation and transmission of electric power and energy, as well as make
sunveys, plans, investigations or studies relating thereto. The Supply System has the power of eminent
domain, but it is specifically precluded from the condemnation of any plants, works or facilities owned
and operated by any city, public utility district or privately-owned electric utility.

The Supnly System has its principal office in Richland. Washington. The management and control of
the Suppiy System is vested in a Board of Dirzctors (the “Board"™) composed of representatives frem each
of its memters. The Executive Committee, corsisting of seven (7) membeis of the Board, sdministers
the business of the Supply System between regular quarterly meetings of the Board. Tl Executive Com-
mitiee meets twice each month.

The Supply System presently employs approximately 660 persons, including 265 persons in executive,
finince and administrative functions. 157 persons in plant operations and 238 in the technical area. This
technical staff, with electrical, mechanical, civil, nuclear engineering and other technical diciplines, has
over 3,500 man-vears of technical experience and over 2,800 man-years of nuclear experience.

The Supply System has been experiencing, in varying degrees, certzin problems which are common
among electric utilities including (a) increasing costs of fuel, wages, materials, equipment and licensing
requirements, (b) substantially increased capital outlays and longer construction periods for the larger
and = re complex new generating units, (c) fuel availability, (d) compliance with changing environ-
mental, safaty and licensing requirements. (e) litigation and proposed legislation designed to delay or pre-
vent construction of nuclear generating and other facilities, (f) increased financing requirements resulting
frgm the foregoing and (g) uncertainties associated with the development of a national energy policy.

THE PROJECT

The following is a general description of the Project; for additional information, reference is made
to the reports of R. W. Beck and Associates (the “Censulting Engineer”) and Ebasco Sen :es Incor-
ported (the “Construction Engineer”), appended hereto as Exhibits II and I, respectively.
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Ownership Agreement and Project Agreement

Pursuant to the Revised Code of Washingon, Chapter §4.44, the Supply System and the Companies
have entered in an agreement (the “Ownership Agreement™) under which each party will be respon-
sible for providing its ownership share of the costs of construction and operation and will be entitled
10 its ownzrship share of the Project’s capability. Under the Ownership Agreement, the Companies
have designated the Supply System to act as their agent to construct, operate and maintain the Project.
e Supply System and Bonneville have entered into an agreement (the “Project Agreement™) with respect
to the Project censtruction, operation, maintznance and budgets.

The Ownership Agreemen: provides that if any party is unable to proceed due to inability to finance
or obtain necessary legal authorizations, all or any of the other parties may, under cert:in conditions,
proceed with the Project without the disabled party by making appropriate adjustments in their ownership
shares (see “End of Project” under the caption “The Ownership Agreement”). Under the Project
Agreement any election by the Supply Sysiem to proceed is subject to the prior concurrence of Bonneville,
and under the Net Billing Agree.ients the capability of any additional ownership share so acquired by the
Supply System would be purchased by the Participants and assigned to Bonneville. The failure of the
Supply System to elect to proceed, or Bonneville's disapprov: i of any election to preceed, will not affect
Bonneville’s or any Participant’s obligations to make pavments and credits under the Net Billing Agree-
ments. The Supply System and the Companies have made all payments to date required under the
Oanership Agreement. »

Location of the Project

The Preject is located in southeastern Grays Harbor County, Washington, along the south bank
of the Chehalis River approximately 1 mile southeast of its confluence with the Satsop Rivei. The
site is epproximately sixteen miles east of the City of Aberdeen, Washington and approximately 66 miles
southwest of Seattle. ' :

The site is to consist of approximately 2,300 acres, of which approximately 8§00 acres will be
devotzd to the core area upon which the Project and Supply System’s Nuclear Project No. § ar. to be
located.  The land in the core area has been acquired. Surrc nding the core area tere is to be 2pproxi-
mately 1,500 acres of land subject to an exclusion zone easement. FEasement agreements have been
obtained for approximately 75% of this area and easement agrecments for the balance are being sought.
In addition the Supply System has acquired the necessary land for railway and road access to th. Project
and 1s acquining areas for a barge slip and water intake faciliues and a lease of a portion of the bed of
the Chehalis River for the water discharge facilities. :

Description of the Project

The Project will consist of a pressurized water nuclear steam supply system, turbine generator,
asseciated auxiliary equipment and facilities together with the necessary transformation, switching and
transmission facilities to interconnect the Project with the facilities of the Federal Columbia River
Pover System. The nuclear steam supply system, the turbine generator and all associated equipment are
sizad to give the Project a net generating capability of 1,240,000 kilowatts. )

The main plant strictures include the reactor containment and shield structure, the reactor auxiliary
bu.ding, the fuel handling building, the control room area. the turbine-generator building and a 500
‘22t hich natural draft hyperbolic cooling tower. A groundwater intake system will provide the makenp
water to replenish the evaporative losses in the cooling tower. Emergency power will be supplied to the

rojet from diesel generators, sized to sustain all essential plant loads without the need for outside
power sources.

Project Permits, Licenses. Contracts and Schedule

The State of Washington has entered into a site certification agreement with the Supply System
approving the site and has issued he National Poliutant Discharge Elimination System Permit. On April
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8, 1977 a limited work au horization was issued by the Nuclear Regulatory Commission (*“>YRC"). In
addition, the Supply System has applied for a construction permit from the NRC and expects a decision
in late summer or early fall of 1977. The Atemic Salety and Licensing Board held final safety hearings
relating to the issuance of the construction permit in May of this year.

The Supply System ks entered into 74 equipment and construction contracts as of June 1, 1977,
including contracts for the nuclear ¢team supply system with Combustion Engincering, Inc. and
for the turbine-generator and accessories with the Westinghouse Electric Corporation.  The total contract
amount of all these con'rats vas $2¢7,954,000 as of that date. Commercial operation is presently
scheduled for September 1983 based on receipt of a construction permit by August 1977. Preliminary
site work began in April 1977 after receipt of the limited work authorizarion; however, oa-site construction
and installation of nuclear components cannot proceed without a construction permit issued by the NRC.
Any significant delay in obtaining the construction permit will delay the Project schedule and increase the
Project cost.

Nuclear Fuel

The nuclear fuel cycle consists of four‘basi.c elements prior to insertion of the fuel assemblics in a
nuclear reactor. These elements include acquisition of the uranium concentroies, conversion of the
uranium concentrates to uranium hexafloride, enrichment of the uranium hexafloride and fabrication
of the enriched uranium into fuel assemblies.

For the initial fuel core, i1e Supply System has contracts with Allied Chemical Corporation for
uranium hexafloride (eliminating the nead for acquisition of uranium concentrates), with the United States
Energy Research and Development Administration ("ERDA™) for enrichment services, and with Combus-
tion Engineeriug, Inc. for fabrication services.

For reload fuel. the Supply System L3s contracts with Exxon Nuclear Company, licorporated,
for uranium concentrates estimated to be sufficient for 14 years of operation, based on annual refueling,
with ERDA for ¢ wrichment services through 2010, and with Exxon Nuclear Company, Incorporated,
for fuel fabrication services estimated to be sufficient for 14 years of operation, based on annual refueling.
The Supply System has contracted for all conversion services required for oparation of the Project through
1988 with the Kerr McGee Corporation and anticipates no difficulty in obtain ng such services thercafter.

At the present time, 1.0 cperating facilities for the reprocessing of spent fuel are available and none
are expected to be available in the near future. In the absence of such facilities, the Supply System is
providing on-site spent fuel storage capacity for the Project sufficient to ccommodate storage of the
discharges of all spent fuel until some time after 1990. By then it is expected that definitive guidzlines
will be available to determine whether fuel would be reprocessed, consigned to an o'Tsite storage facility
or disposed of in some other manner.

The Supply System has employed The S. M. Stoller Corporation as nuclear fuel consuitant.

Project Financing Requirements

*The total financing requirements for the Supply System’s Owpership Share of the Project are
presently estimated to be $944,000.000 and are shown in the following tabulation. Based on present
estimates of actual needs by the Construction Engineer and the Supply System. the proceeds from the
1977 Bonds will be sufficient to continue construction of the Project until February, 19%0. In addition
to the 1977 Bonds and the $2£0,000,000 principal amount of Bonds previously issued. additional Bonds
necessary to complete the financing of the Supply System's Ownership Share of the Project in .lhc
estimated aggregate principal amount of $464,000.000 are planned o be issued during construction
of the Project. It is expected that the next series of Bonds will be issued in 1973.. The amount
of financing has been estimated on the basis of actual interest rates for previous financings. an annual
6.00"7 ir:erest rate for the 1977 Bonds and an annual 7.5% interest rate for the balance of the Bonds,
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ESTIMATED PROJECT FINANCING REQUIRED

(5000)
Supply System
Total 70 Share of
Project Costs Project Costs
Land and Land Rights(1) ........covviiiiinerrinniininnnns S 2,422 ) 1,696
Structurss and Improvements(2) .. ...... i iiiiiiiiiiiananns 165416 115,791
Reacts r Plant Equipment(2) .......ooivvivrnvinrnernanenns 166,958 116,871
Turbogenerztor Units(2) .....ovvnvvivinniivnnicrnonannnns 131,240 91,868
Accessory Electic Equipment(2) .......covviiniiiininiinnes 42,634 29,844
Miscellaneous Power Plant Equipment(2) ..........cccnvivne. 29,122 20,385
Station Equipment(2) ....ccconiiireniiaaasrninnanavasanes 6,519 4,563
Other Tangible Property(2) ....vvvvviiiriirnniruninasesens 14.894 10,426
Project Construction Costs . ........ccoivuiiiavenenes $ 559,205 S 391,444
ESCAIRHREBTIY . s sosnviss s n b in ssbinm s 5 5 et P ey p Ak s 196,338 137,437
Contingancies(2) .oovriessoseinnosiioncsnsenes e e 29,033 27,323
BESE Tax (1I(AR +cinrivnrdiss Vinhkondas oo ais A REPCons pays 42,759 29,932
NoClent BOBEEIERY o iivie sleihnmn e oo m i mpaoinn ssies s snvns 65.810 46,067
Owner's Contingencies(1) .....ooviiireninncrriinniiseannes 35,000 24,500
Archite~ -Engineer(2) ....... R i e T T s . e 41,278 28,894
Construction Mauager(2) ...cvvvvsvirnenretonernsssnssnnss 30,968 21,677
Ouiess DIttt COMLLY »vivs wairsnrisaloneed Wl g T e 83,500 58,450
Petlor1anee BondBlL) o« vves v uibne biinyme s s onbnr sy 1,000 700
Total Construction and Nuclear Fuel Costs .. b el $1,094, 891 S 766,424
Bond Discount and Other Financing Expenses(5) . ..ovvveviiiveivssnnsanos 10,815
Capitatized lnterest During Construction(6) ........oovnvniiiinii i, 255,983
Gross REQUIrements « .o evsivonacvrisarsssnsossscsssnnssnsns $1,033.222
Lass:  Estimated Income from Temporary Investments(7) oo vvvvvivnnnininny . (89,222
Net Requirements . ...ccocoerevnnsvscessavsnsssasssasssssssnes S 944000

—— o ——

(' '—Estimated by S ipply System.

(2)——Fstimated by Ebasco. Takes into cons deration that the Project and Nuclear Project No. § will
benefit from the economy of dual-unit censtruction.

(}y—Excludes sales *ax on nuclear fuel.

(1)—Includes sales tax. .

(5)—Includes actual expense of previous financing and estimated costs of issuance of the 1977 Bonds
andadditional Bonds.

(AY—Bacad on actual interest rates for previous financings, an assumed 6.0% for the 1977 Ronds. and
an ossumed 7.5 for additional Bonds capitalized to Sep::mber 1, 1982, Does not inclvde interest
for the period from September 1, 1982 to September 1. 1983 (sec the capuon “Financing
Program™).

(7 y—Includes actual income to June 1. 1977 from temporary investment of proceeds from previous
oaneings and estonated future income from temporary investment of proceeds from additional
Boads at an annual rate of 5.75%.

Construction cust estimates are based on a scheduled date of commercial operation of September,
1983,
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THE SUPPLY SYSTEM'S OTHER GENERATING PROJECTS

The Supply System is operating a hydro-electric project and a steam electric generating project and,
in addition to the Project, has under constru-tion four nuclear electric generating projects.

".he Supply System owns and operates the Packwood Lake Hydroelectric Project with a nameplate
rausg of 27,500 kVA. The Supply System sold $13,700,000 Packwood Lake Hydroelectric Project
Revenue Bonds, of which $12,605,000 were outstanding as of June 1, 1977,

The Supply System owns and operates an 860,000 kilowatt electric generating plant and associated
facilities located on the Hanford Reservation of the Energy Research and Development Administration
("ERDA™). This project, known as the Hanford Project, was constructed pursuant to agreements
between the Supply System, Bonneville, 76 Pacific Northwest utility participants, and the Atomic Energy
Commission. Under these agreements, Bonneville acquired the capability ¢f the Hanford Project in
exchange for power from the Bonneville system.  In 1963, the Supply System issued $122,000,000
Hanford Project Electric Revenue Bonds, of which $56,710,000 were outstanding as of June 1, 1977.
By-produc: steam is provided for the Hanford Project from the New Production Reactor ( “NPR") owned
and operated by ERDA for national defense purposes. On March 26, 1977, the Supply System and
ERDA entered into agreements to provide for the operation of the Hanford Project in conjunction with
the NPR through June 30, 1983.

The Supply System has under construction a 1,250,000 kilowatt nuclar generating plant, known
as Washington Public Power Supply System Nuclear Project No. I, and has issued an aggregate of
$535.000,000 principal amount of revenue bonds in order 10 pay a portion of th: costs of acquiring and
constructing this project. This project is located on the Hanford Resers ation, is resently scheduled to
begin commercial operation in September 1981 and is in the initial stages of construction. A plumbers
and steamfitters strike settled in November 1976 has delayed certain constructior on Project No. 1 by
at least four months  Actions have been taken to improve construction progress; however, unless these
are successful, the commercial operation date will be delayed by approximately four months. Based on
the Supply System’s approved budget, the estimated additional financing requirements for the project are
approximately $671,006,000 for a total of $1,206,000,000. The Supply System has identified on a
preliminary basis additional project costs of approximately $76,000,000, including the costs of a possible
four month delay, which would increase future financing requirercents. The present commercial opera-
ticn date of September 1, 1981 is optimistic in that it assumes that certain piping and electrical cperations
will be completed more quickly than industry averages would indicate. Use of industry cverages for
scheduling purposes would require a further schedule delay of up to eight months with additional
increases in the project’s cost.

[te Supply System has under construction a 1,100.000 kilowatt nuclear generating plant, known
as Washington Public Power Supply System Nuclear Project No. 2, and has issued an aggregate of
$800,000,000 principal amount of ravenue bonds in order to Pay a portion of the costs of acquiring
and construciing this project. This proiect is located on the Hanford Reservation. The scheduled
commercial operation date of June 1980 has been extended to September 1980 because of the effect of
the plumbers and steamfitters strike. This project was approximately 425 complete as of June 10, 1977.
The Jupply System’s estimated additional financing requirements for this project are approximately
$165,000.000 for a total of $965,000.000. However, the Supply System has identified on a preliminary
basis additional project costs of approximately $60,000,000, including the costs of the three month
«chedule delay mentioned above, which would increase future financin_ requirements.

The capability of the Supply System's Nuclear Projects Nos. 1 and 2, in addition to the Supply
Ssstem’s share of the Project, have been acquired by Bonneville under net billing agre¢ements and
exchange agreements with respect to each such project.

The Supply System has also begun construction on Nuclear Projects Nos. 4 and 5. The NRC has
tssued Limited work authorizatious for both projects. Nuclear Project No. 4 vill be a duplicate of the
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Supply System's Nuclear Project No. 1 located on the Hanford Reservation and is scheduled for com-
mercial operation in March 1983, The potential delays discussed _bove with respect to Nuclear Project
No. 1 could have a corresponding effect on Nuclear Project No. 4. Nuclear Project No. § wili b
duplicate of the Project located at the Satsop site near Aberdecn in Grays Harbor County, Washinzton,
and is scheduled for commercial operation in March 1985. Nuclear Project No. 5 is jointly owned, with
the Supply System owning a 90% share and th Pacific Power & Light Company owring a 10% share.
The Supply System has issued $235,000,000 of long term revenue bonds to pay a portion of the costs
of constructing these projects. These bonds are secured by agreements with 88 public agencies and
electric cooperatives.  Bunneville is not purchasing any capability from Nudlcar Projects Nos. 4 and §.

Fifteen labor agreements with crafts working on the Supply System'’s proiects, including the Project,
will expire within the next few monihs. It is premature for the Supply System to predict the outcome of
negotiations for new contracts.

All projects, including the Project, heretofore undertaken by the Supply System, except Nuclear
Projects Nos. 4 and §, have been or are being financed as separate systems. The obligations issued with
respect to each such project are payable solely from the revenues of that project. The ownership share
of the Supply System in Nuclear Projects Nos. 4 and § is being financed as one system.

FINANCINC PROGRAM

After the issvaice of the 1977 Bonds, the Project will require additional financing of approximately
$464,000,000. The Supply System has previously obtained $250,000,000 of long-term financing for
its ownershin share of the Project. The Supply System has previously obtainad $535,000,000 of long-
term financing for Project No. | and $800,000,000 of long-term financing for Project No. 2. On
the basis of the estimated cost to the Supply System for Nuclear Projects Nos. | and 2, it is estimated
that the Supply System will require additional long-term financing for these projects of cpproximately
$836,000,000. . :

The Supply System's ownership share of Nuclear Projects Nos. 4 and § wil) require additional
long-tern: inancing of approximately $3,199.000.000 including cagitalized nuclear fuel. The Supply
Sistem has previously obtained $235,000,000 of long-term financing for these projects.

After the sale of the 1977 Bonds. the Supply System expects that its next bond sale will be in the
laze summer of 1977 to obtain additional financing for Nuclear Projects Nos. 4 and 5, and that the next
financing for Nuclear Projects Nos. 1, 2 or 3 will oceur in the fall of 1977. In cajendar year 1977 the
remaining financing for Nuclear Projects Nos.. 1. through 3, excluding the 1977 Bonds, will be approxi-
mately $400,000,000.

The foregoing financing program could be affected by the following circumstances. As a result of
the drought in the Pacific Northwest and delays in the commercial operation cates for net billed projects,
Bonneville's revenues are oeing adversely affected. Furthe:more, increased costs of the construction of
such projects have increased Bonneville's expenditure requirements. “As a result, Bonneville is exploring
with the Supply System various alternatives which il assure the availability of adequate revenues to
st Bonneville's debt service requirements 01 the net billed Projects prior to their dates of coramercial
cperation and have sufficient funds remaining to pay its other obligations. These alternatives incirde
detering payments to the Federal Treasury to repay its investment in (he Federal Columbia River Power
Sistem, increasing the amount of projected borrowiny s from the Federal Treasury pursuant to the Federal
Ceumbia River Transmission System Act, obtaining additional legislation 1o expund Bonneville's
authority with reference to the purposes for which Bonneviile may borrow from the Treasury, imposing
a surcharge on Bonneville's existing rates, secking additional appropriations frem Congress and financing
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by the Sup ly Systein of debt service on net billed projects payat'e under net billing agreements prior
to the dutes of commercial operation. The need to implement any one or a combination of the foregoing
will be affected by Bonneville's revenues, which in turn are directly related to hydro conditions in the
Pacific Northwest, the | onneville rate ievel, and the costs and feasibility of the various alternatives. The
ultimate determination will be based upon the lowest cost to the Bonueville customers.

In t! 2 event the Supply System determines to expand its financing program to include all or a portion
of the debt service payable urder the net billing agreements prior to the dates of commercial operation,
such financing v ould be zccomplished through the issuance of subordinated bonds; however, Beaneville's
obligations under the net billing agreements to pay debt service on such bonds wou!d be on a parity with
its obligation under such agreements to pay other annual project costs, including debt service on the
senior lien bonds. It is currently estimated that the iotal amount of such debt .orvice requirements to
currently projected com nercial operation for each of t' ¢ net billed projects is $89,353,000 for Projcct
No. 1,5203,554,000 for Prcject No. 2 and $73,574,000 ior the Project.

NUCLEAR REGULATORY COMMISSION RECENT DEVELOPMENTS

The US. Geo'rgical Survey (“USGS™) has prepared a report dated April 1, 1977, relating to
seismology in the State of Washington and an earthquake which occurred in the North Cascades region
of the Pacific Northwest in 1872. After receipt of this report the NRC requested the Supply System to
¢valuate the USGS report as well as other information with regard to the seismic design for Nuclear
Projects Nos. 1, 2 and 4. The Supply System has ex randed the scope of ongoing investigations and
plans to submit the requested evaluations over a | ‘il of several months. It is possible that furiher
developments in this regard could affect the schedule or costc or both, for Projects Nos. 1, 2 and 4.
This seismology matter was reviewed in the NRC licensing ,roccedings invoiving the limited work
authorization for the Project and Nuclear Project No. § and b < been resolved so that it is rot expected
to further affect the l.censing proceedings for such projects.

On July 21, 1976, the United States Court of Appea's for tt * District of Columbia Circuit held that a
rule adopted by the NRC to account in individual NI'C licensing p: dceedings for the environmenial impacts
of spert fuel reprocessing and radioactive waste management was defective under the National Environmen-
tal Policy Act. This decision has been appealed to the United States Supreme Court and Certiorari has
been granted.  On March 14, 1977, the NCR = ‘opted an interim rule as a substitute for the rule held de-
fective, and it has resumed the izsuance of licenses and permits, subject to the outcome of the Supreme
Court appeal and rulemaking proceedings. All licenses, permits and authorizations issued under the
interim rule will be conditioned upon compliance with the revised permanent rule. The resolution of
the issues in these proceedings is not currently aficcting the sche tule for NRC action on pending reguests
for ¢ astruction permits for Projects Nos. 3,4 and §.

NUCLEAR INSURANCE

The Supply System will be required to obtain liability insurance and a Government indemnity
agreement for each of its projects prior to t'.2 time NRC operating licenses are issued to insure against
s maximum liabilit; under the Price-Anderson Act (currently $560,000,000) for any public liability
clams arising from a nuclear incident. Rccent amendments to such Act provide that licensees of
cperating reactors may, commencing August 1, 1977, be assessed $5,000,000 per reactor per nuclear
incident at any commercial power reactor in the United States as a retrospective premium with a limit of
$10,000,000 per reactor per year. Any such assessments allocable to the Supply System's Ownership
Share of the Project, once it became subject to this retrospective premium system, would be billable
under the Net Billing Agreements. The Supply System's m: ximum exposure with respect to all jts
nucleur projects would be 546,000,000 per year under this legislation, $7,000,000 of which would be
allocable to the Supply Sysiem’s Ownership Share of the Project.
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" and exchange agreements the Supply System's Ownership Share of the capability of the Project, as well
& the capability of its Nuclear Projects Nos. 1 and 2 and the City of Eugene, Oregon’s 30 percent
o “nership share of the Trojan Project (the “net billed projects”) and may purchase 10 percent of the

ability of the first unit of Portland General Electric Company’s Pebble Springs nuclear generating
project. Bonneville “lans to blend the energy from the Project and the other net billed projects with
the resources of the Federal System for sale at wholesale to its customers. The net billed projects are
¢ pected to represent 24.7% of the estimated energy capability of the Federal System in the year ending
June 30, 1986, the first year the net billed projects are expected to reach their full forecasted generating
cap ‘bilit . However, the City of Eugene, Oregon, has notified Bonneville that, pursuant to the net billing
ag en nt between Bonneville and Eugene, after July 1, 1984, Eugene will withdraw from Bonneville for
usc in its system increasing increments of the canability of its ownership share of the Trojan Project.

Bonneville has acquired the capability of the Supp’ System's Hanford Project in exchange for frm
power from its system. Bonneville has also entered into certain arrangements to increase the capacity of
the Fed al hydroelectric projects. Acting jointly with the U. S. Army Corps of Engineers as the United
tates Entity, pursuant to a treaty between the United States and Canada, it has entered into certain agree-
ments under which the Federal System obtainzd certain rights to 15,500,000 acre-feet ot hydro storage
on the Columbia River and its tributaries in Canada, which, together with the Libby Project authorized
by treaty, has enablud the Federal Government and Northwest utilities to install 2.8 million kW of
acdivonal capacity at hydroelectric projects on the main stem of the Columbia River downstream from
such storage. a

Jonneville’s Author..y

Under the Bonneville Project Act and the Transmission Act Bonneville markets at wholesale the
electric energy from Federal hydroelectric projects and the net billed projects, constructs, operates, and
maintains transmission lines and substations, interconnects the Federal hydroelectric projects and non-
Federally owned power systems and projects, and is.directed to set rates to recover its costs of producing
and transmitting electric energy.

Under the provisions of the Transmission Act, Boaneville's receipts from the sa'e and transmission
of electric power are deposited in the Bonneville Power Administration Fund (“Fund"), established in
the Fede-~l Treasury. Such receipts are to be used to pay Bonneville's expenses, including the cost of
power purchased from the Project and other net billed projects, operation and maintenance of the
Federal System. and repayment to the Federal Treasury for the investment in multipurpose rederal
projects.  In addition, the Transmission Act provides that Bonneville may sell up to $1.25 billion in
revenue bonds to the Treasury, at an interest rate comparabie to the rates prevailing in the market for
similar bonds, for the purpose of providing funds for construction of transmission facilities. Bonneville
and the Treasury have taken the initial steps necessary to obtain $250,000.000 under this authority.
Although Bonneville is still required to submit an annual budget to Congress for review, Bonneville's

\penditures from its revenues in the Fund do not require formal approval by Congress, except that
Congress may take action to impose specific directives or limitations on such expenditures.

Bonnesille’s purchase of the Supply System’s share of the Project’s capability and the capability
of the other net hilled projects was authorized and approved by Congress in the Public Works Appropria-
tons Acts of 1970 and 1971. .

Proposed Jransfer of Bonneville to Department of Energy

Under the proposed Department of Energy Organization Act now pending before Congress, Bonne-
vilie would be transferred from the Department of the Interior to the proposed Depa:iment of Energy.
This transfer would not affect the validity or the force of the Net Billing Agreements or the arrangement
described under the caption “Security for the Bonds” for payment of the Supply System's Ownership
Share of the Project’s annual costs.

The transfer of Bonneville to the Department of Energy would include all Bonneville facilities. func-
tions, obligations, and authorities, including the authority contained in the Bonneville Project Act of 1937
as amended and the Transmission Act. The proposed legislation provides that Bonneville and other
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Federal power marketing agencies shall be preserved a: separate and distinct orgarizational entities

within the Department and shali each be hcaded by an Administrator appointsd by the Secretary of the .

Department. The funct’ a and authorities transferred to the Department shall be exercised by the
Secretary acting by and tarough such Administrators.

Bonneville Contracts

Each of the Participants is a preference customer of Bonneville and has, with other public bodies and
cooperatives, a statutory preference and priority upon power from the Federal System. Each Participant
is a party to at least one power sales contract requiring payment to Bonneville for the purchase or ex-
change of power. Such contracts, which expire between 1983 and 1994, are usually for a term of 20
years, the maximum permitted by law, and generally provide for the sale and delivery of firm power to
the Participant in the amount of its requirements over and above the generating resources, if any, that
the Farticipant has available to serve its own load. Bonneville's obligation to meet a preference cus-
tomer's requirements is effective for the term of the contract, unless Bonneville gives the preference
customer at least 7 years' prior notice of insufficiency of supply. Bonneville has given its preference
customers notice that an insufficiency in power supply will occur after July 1, 1983. The power sales
contracts provide that after the date of insufficiency Bonneville will be obligated to make available to
each preference customer an allocation of ﬁrm energy.

In the past Bonneville has executed new preference customer power sales contracts prior to the
termination of existing preference customer power sales contracts. However, Bonneville does not expect
to execute new preference customer power sales contracts until after it has completed an environmental
impact statement entitled “Th- Role of BPA in the Pacific Norihwest Power Supply System, Including Its
Participation in the Hydro-Thermal Power Program: A Prcgram Environmental Statc ment and Planniag
P port” (“Role EIS") and has given consideration to the material presented in. the final Role EIS and its
other legal obligations. In addition, from time to time, Bonneville receives applications for purchase
of power from agencies which may also have a statutory preference and priority on power frcm the
Federal System  These applications for power and resultant power sales contracts, and the terms of

reference customers’ future power sales contracts, could affect future allocations of power from the
Federal System. If Bonneville does not execute new power sales contracts with the Purticipants or if
the Participants’ new power sales contracts ‘provide for a limited or reduced level of power sales, a
reduction in the net billing credits available *o such Participant for use in offsetting its payments to
the Supply System may occur. Any deficits in net billing credits would be satisfied in the manner
described under the caption “Security for the Bonds”. For further information with respect to the
Role EIS and litigation relating thereto see the caption “Power Supply in the Pacific Northwest and
the Hydro Thermal Powsr Program”.

Bonneville delivers power to 15 industrial customers, most of which use large amounts of electric

power to produce metals or chemicals, pursuant to power sales contracts for 20-year terms. Such power
sales contracts provide for the delivery of power subject to greater interruption than the firm power

furni:hed preference customers. These contracts tesminate between 1481 and 1991, As indicated above,
Bonneville has notified its preference customers that its resources will be insufficient to meet such cus-
tomers' requirements for firm energy after July 1, 1983. Bonneville anticipates that t e preference rights
of public agencies and cooperative utilitics to its power resources will preclude execution of new power
sydes contracts with industrial customers with provisions similar to those in existing contracts.

On January 26, 1977, tke City Council of Portland, Oregon passed a resolution authorizing the City
Attorney to take legal action to challenge Bonneville's method of marketing electric power to Bonneville's
existing customers. While no action kas been filed to date, the objective of such action would be to acquire
for the citizens of Portland a portion of the low-cost Bonne»*'le resc urces. The resolution further provides
that in the event the authorized suit does not accomplish its objective of challenging the preference and
prio- iy of preference customers to Bonneville's resources under the Bonneville Project Act, but does
succ 2ed in setting aside Braneville's existing power sales cor. racts, the City of Portland would create a
municinal utility system to serve the residents of the City of Portland. It is not known when such a suit
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will be filed. or, if filed and Portla'id did prevail, whether the power supply of the Bonneville preference
customers would be affected. Bonneville's revenues wouald not be a%ected if Portland prevailed in its suit.

In addition to sales to preference customers and industries, Bonneville delivers smaller 2mounts of
power to investor-owned utilities and federal and state agenciss in the Pacific Northwest, and any sur-
pluses to entities outside the Northwest. A large portion of this surplus power is sold to entities in
Califurnia.

Bonneville Revenues and Expenses

Bonneville’s revenues for the year ended June 30, 1976 totaled more than $292 million, about $58
million, or almost 12 pervent, more than the preceding year's revenues. The principal factors in the
increase were: (1) the average 27 percent wholesale power rate increase which became effective Deceni-
ber 20, 1974 and (2) increased firm power sales to preference customers and availability of nonfirm
energy for sale as the result of greater than average streamflows on the Columbia River and its tributaries

The following table sets forth a summary of certain Bonneville revenues *nd expenses for tae years
ending June 30:

1972 1973 1974 1978 1976
REvENUES (1)
Preference Customers .......... $ 69,391 748§ 74.669,546 § 83,034,055 § 99,126,685(2) $126,772,146(2)
Yadustrial Customers ... ..oc.qs 45,731.067 44,014,159 46,161,233 62.708,155(3)  78,903,039(2)
Other Power Revenues(4) ...... 42,420,037 40,230,234 32,078,941 51,081,347(5) 65,370,024(5)
Transmission Service and Other '
REVENULS .o iv-vnssvrrsvinss 13,405,121 15.579,527 20,779.097 21,501,446 21,176,651
WOIEEY. > rnns vy vs 172,949,973 174,493,466 182,053,330 234,417,633 292,221,860
Exresses: (1)
Operation and Maintenance Ex-
pensest?) . i.ocissaniiensis 31,328.206 33,927,636 38,513,323 46,669,527 50,439,514
Cost of Purchase and Exchange K
PURER - s ieaviosn o5 0098 du b ows 32,794,242 43.254:2’_:‘_ 45.243.408 19,347,378(8) 7.691,582(9)
| ¢ 0 | (SRS RRR R PR 64,122,448 - R1181541 83,756,731 66,016,505 58,131,096

Balar 2 of Bonneville Revenues(10) .. $108,827,525 § 92,310,925 § 98,296,599 $168,400,723 $234,090,764

.

(1) Revenues and expenses for vears 1972 through 1976 summarized from financial data audited
wy the General Accouating Cifice and certified by the Comptroller General.

(2) R-:;cnucs reflect a wholesale power rate increase of approximately 27%% efiective December 20,
1974, ‘

(3) Iacrease due to operation of aluminum potlines previously shut down, increased availability of
n:'.crru;_;ublc power, and a wholesale power rate increase of approximately 27% eifective December
20, 1974,

(4) Includes revenues from privately owned utilitizs and Federal agencies.

(5) Increase primarily due to high availability of power in excess of the needs of preference customers
and a wholesale power rate increase of approximately 27¢% effective December 20, 1974.

(6) Does not include agproximalcly $3,594,000 annual revenues received by the Bureau of Reclama-
tion and the U.S. Corps of Engineers used to repay costs of their generating projects.

2
(7) Such expenses represent only those of the transriission system,

() Reflects reduced costs to the Federal System for the Hanford Project and expiration of the agreement
to purchase capacity of the coal-fired Centralia thermal project.

(9) Reflects reduced costs to the Federal System for the Hanford Project.

(101 Balance of revenues were applied as paynients to the Treasury for Corps of Engineers and Bureau of
Reclamation operation and maintenance costs, annual interest expenses of the Federal System and
amortization of the power facilities firanced from appropriatca funds, and, in 1976, costs of
Bonneville's transmission construction program.
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Bonneville's projected revenues through September 30, 1995 are shown in Exhibit VI. The tabie in
Exhibit VI reflects two projected rate increases before 1984 which are estimated to increase Bonneville's
revenues by 92 percent above revenues forecast at current rates. Larger rate increases to recover
additior ! cost escalatic 1 since Sejtember 1976 for ‘1e Supply System's Ownership Share of the
capability of the Project, and the capability of the Supply System’s Nuclear Projects Nos. 1 and 2, would
be made in amounts sufficient to satisfy Bonneville's revenue requirements. Exhibit VI includes the
e« imates of the annual co s of the Supply System’s Own *rship Share of the Project and Nuclear Projects
Nos. 1 and 2 prepared by the Supply System and shown on Exhibit V. These projections could be
affected by the possible purchase by Bunneville of additional power from non-Federal sources, as
discussed under the caption “Proj osed Regional Power Program™ under the caption “Power Supply in the
Pacific Northwest and the Hydro Thermal Power Program.” A program for Bonneville to purchase
additional power fiom non-Federal sources would not affect the arrangement for payment of the Supply
System's Ownership Share of the Project's annual costs described under the caption “Security for the
Bonds”. Such Bonneville f ower purchases would incre:se Lonneville's power costs, require rate increases
above current estimates and increase Bonneville's revenues available for net billing. The impact of such
purchases on tie foregoing prcjections must await the anz'ysis of the proposed regional power program.

C. ‘ren: projections, based upon the rate incieases referred to above ard load forecasts made in
1976, indicate that in the year ending Sept-mber 30, 1984 Bonneville's revenue from the participants in
the net billed projects which is subject to net billing will be $362 million. Current estimates indicate
that the annual cost in such year of Bonneville's share of the output of such net billed projects will be
$401 million resulting in a net biiling deficiency of $39 mil ion. Any difference between the portion
of such participants’ payments to Bonneville subject to net billing and the annual costs for such partici-
pants’ sharss of such projects will be faid either (i) t! u_h assznments of portions of such participants’
chares to other Bonneville custorers, thereby vtilizing their net billing capatility or (ii) by Bonnevilie,
in ¢ sh, ‘rom t ¢ Bonneville Pc ver Adiinistration Fund. The total amount Bonneville estimates will
be availuble in the year ending September 30, 1984 for net billing or cash payment is $839.3 million.
In accordance « ith the Transmission Act, -ny § yments from the Fund for annual costs of such projects
are (reated as operation and maintcnance expenses of Bonneville and take priority over Bonneville's
obligation to pay amortization and interest on the invest nent in the Federal System and related operation
¢ d maintenance expenses of the Corps of Engincers and the Bureau of Reclamation.

The total investment in F.deral hydroelectric projects and the Bonneville transmission system ‘was
$7.2 billion as of June 30, 1976, of which 75 percent, or $5.3 billion, was allocated to electric power.
The entire cost of Bonneville's transmission system is included in this sum. The investment in multi-
purpose Corps of Engincers and Bureau of Reclamation projects is divided among the purposes served
by the projects, which include flood control, ravigation, irrigation, municipal and industrial water supply,
water quality, recreation, and the enhancement and propagation of fish and wiidlife, in addition to the
generation of power.

Pacific Northwest Drought

U nusually low precipitation during the wir 2t and spring of 1977 has resulted in the lowest stream-
flos® - n the Colun:bia River and its tributar 2s ever recorded. As a consequence of these low streamflows,
nonfirm energy has not been available for sale by Bonneville. In addition, Bonneville has exercised
¢ nt actual rights to reduce deliveries of power to its direct-service industrial customers by 25% to
assut. its ability to meet its firm po+ °r obl gations in the region. As a result, Bonneville estimaces its
revenues from nonfirm encrgy sale- and the delivery of firm energy tc its direct service industrial cus-
tomers during the fiscal year 2nding September 30, 1977 may be as much as $89 million below
the forecast made in advance of the fiscal year.

Current studies, based on historical records of river flows in the Columbia River basin, indicate
that Federal reservoirs on the Columbia River and its tributaries will contain adequate hydro storage at
the August 1, 1977 start of the 1977-/5 operating year 10 enable Bonneville to meet its estimated
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firm obligations with a 99% operating confidence. If conditions similar to those encountered this
year occur next year Bonneville would have to purchase power from non-Fed-~ral sources to serve its
firm er >rgy oblig tions.

Bonneville Rates

Bonneville's raies are developed by Bonneville, submitted to the Department of the Interior
for review and pproval, and then submitted to the Federal Power Commission for confirmation and
approval. The rates must be designed ‘o be consistent with sound business principles and recover the

review period be shortened after the rate review on December 20, 1979, to provide annual rate review
periods beginning Ji v 1, 1981, Bonreville has stated that its current projection indicates that a wholesale
power rate increasc which would increase revenues by approximately 60 percen: will be necessary on
December 20, 1979. In addition, Bonneville estimates that a wholesale power rate increase which would
Increase revenues by approx mately 20 percent will be necessary on July 1, 1981, Such rate increases are
due in substanti ] jart to the added costs of thermal power acquired from net billed projects based on
September 1976 estimates of annual costs of such projects. Larger rate increases to recover additional
Cost escalation sii ce “ep ember 1976 for the Supply System’s Ownership Share of the capability of the
Project, a'.d the cape ility of Nuclear Projects Nos. 1 and 2 would be made in amounts sufficizent to satisfy
Honneville's revenue requirements. In addition to.the wholesale power rate increases, Bonneville has
rec ived from the Federal Power Commission interim approval of its proposed transmission rate increase.
Such rate increa , effective June 13, 1977, is expected to produce an increase in annual transmission
and miscellaneous revenu 's of about 22 percent. '

In 1976 the average cost per kWh paid to Bonneville by its preferenc. utility customers for firm
power was 375 cents. Bonneville has _ilculated that the average cost per kWh in 1976 paid by all
customers of those uti'ties was 1.003 cents, with residential customers Paying 1.146 cents per kWh.
The aviage Bonneville rate per kWh for Bonneville preference Customers, after giving effect to the
fi epoing rate increases, is estimated to be between .6 and .8 cents per kWh. This rate is substantially
less than comnarable wholesale power costs in other areas of the nation and the average retail rates
of these customers are expected to remain well below average rates paid in other areas of the nation.

I onneville Loads and Resources

Bonneville annually submits to the Pacific Northwest Utilities Conference Committee (“PNUCC™)
s est nated requirements and resources. These loads and resources are then combined with the loads
ard 1 sources of other utilities to develop long-range planning studies. The most recant analysis by the
P.UCC Lo: 45 and Resources Subcommittee of the West Group Area of power loads and resources

eniiled “Lon  Ra ige Projection of Loads and Resources for Thermal Planning” (“Blue Book™), dated
Apnl 20, 19 7, was made for the years 1977-1978 through 1996-1997. This analysis was prepared
using the “p Ule energy date™ concept for determining the dates on which new thermal generating

plants could . .ascnatly be expected to be in continous operation. The “probable energy dates” are the
later of the icheduied -peration dates established by the plant sponsor or the dates determined by appli-
cation of © lestones. The Milestones are significant events in the critical path from the conception of
athern ol pi vject to the time it is placed in commercial operation. Each Milestone is assigned a standard-
ized time interval from its occurrence to the most proba’le date that the project will provide the planned
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level of capacity and energy. Each piant sponsor will continue to maintain its own schedu'led commercial
operation date, which may not be the same as the probable energy date schedule used for area resource |
planning. The area studies are used to determine area resource needs, including reserve margins. The
estimate § resources of the Federal System are adjusted to reflect the reserve requirements, which is t.e

basis for calculating a surplus or deficit.

An analysis of the most recent forecast of the Federal System’s loads and resources is shown in the

following tables:

(n
)
)

(%)
(%)
(6)

Federal System Loads and Resources(1)

Peak Capability—Kilowatts (000)(2)

Surplus(s)

(771)
700
195
507

1048
283

1340

1719

1539

158¢

1811

Surplus(3)

(813)
(1103)
(16035)
(1650)
(1225)
(1161)
(1188)

(890)

(948)
(1235)

Year Ending Estimated Fstimated
June 29 Requirements(3) Resources(4)
IDIE v 505 15,794 15,023
L 71 A 16,808 17,508
L+ PSR 17,718 17,913
IRE o uis 18,237 18,794
i, R 18,613 . 19,661
1983 ;iirsss 19,269 19,552
1984 ....... 18,625 19,965
1988 . ..vnen 18,994 20,713
1986 ....... 19,023 20,562
FOBY ...0ves 19,133 20,721
1988 ..... 55 18,820 20,631

Energy Capability—Average Kilowatts (000)(2)
Year Ending Estimated Estimated
June 30 Requirements(31(6) | Resourcesid)
T vy aes 9,407 8,594
| 7 S 9,771 8,668
1 R S 10,322 8,717
L 10,941 9,291
| A 11,083 9,858
JORY (v, 11,219 10,058
1988 s v iven 10,980 9,792
IS i es s 11,092 10,202
1986 ....... 11,210 10,262
E98T . ines 11,318 10,083
1988 . ouvisns 11,441 9,845

From the Blue Book dated April 20, 1977.
Computed under PNUCC planning guide'ines.

Estimated requirements include current levels of service to industries and does not take into account
expiration of 12 industries’ power sales contracts between 1981 and 1988.

After deducting reserves under PNUCC planning guidelines.

Parentheses denote negative values.

Because Bonneville has given preference customers notice that after June 30, 1983, it will have
insufficient firm energy resources to meet such customers firm energy requirements, Bonneville's
obligation to such customers after that date will ke limited to an allocation. Increases in the Federal
System’s energy requirements after that date include increases in preference cusiomers’ system energy
requirements served by their forecasted allocations, not such customers’ total system energy

requirements.
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(1596)

Percent
Surplus(3)
(4.88)
4.16
1.10
.17
5.63
1.47
7.19
9.05
8.09
8.30
9.62

Percent
Surplus($)

(8.64)
(11.29)
(15.55)
(15.08)
(11.05)
(10.35)
(10.82)

(8.02)

(8.46)
(10.51)
(13.95)




Net Federal System resources noted on the preceding table reflect the instaliation schedules for
hydro projects as determined by the constructing agencies—the Bureau of Reclamation and the Corps
of Enginecrs—and probable cnergy dates for the capability of net billed projects. Total estimated require-
ments consist of direct service loads, exports, line losses, and contractual obligations to public agencies
and private utilities.

The most recent PNUCC forecast, using estimates jointly developed by Bonneville and its preference
customers in the fall of 1976, projects an average compounded energy load growth rate for Bonneville's
preference customers of 4.79% for the years ending June 30, 1978 through 1988. This compares to a
historical rate for such customers of 4.39% for the ten-year period between 1966 and 1976. Bonneville's
prefeience customers’ encrgy load growth rate was 10.55¢ in the year ended June 30, 1973, 1.3%
in the year ended June 30, 1974, .89% in the year ended June 30, 1975 and 7.1 in the year ended
Tune 30, 1976. The actual energy consumption for these customers for the 11 months beginning July 1,
1976 was 4.4% greater than consumption in th comparable period of 1975-1976. The decreased rate
of energy load growth in the years ended June 30, 1574 and 1975 can be attributed to two factors. First,
because of an extremely dry sumumer and fall in 1973, Federal reservoirs were far below normal operation
levels, and Bonneville and the region’s utilities and states immediately implemented a voluntary conser-
vation program, which has been credited with an overail reduction in the rate of regicnal energy load
growth, Sccond, regional economic conditions, which reflect national economic conditions, caused a
substantial reduction in the electric loads of the region’s industries, primarily forest products, metals and
acrospace. With the improvement in the national and regional economy, these industry electric loads
increased during late 1975 and early 1976 and resulted in an energy load growth rate of 7.15 in the year
ending June 30, 1976 over the previous year.

POWER SUPPLY IN THE PACIFIC NORTIHWEST AND
THE HYDRO Tl!ERM AL 1OWER PROGRAM

The power supply facilities in the Pacific \orth\xest have been operated with a high degree of
cooperation for many vears. The Northwest Power Pool, a volunicry organization of pubiic, private and
Federal power suppliers, was established in 1942 to coordinate power operations in the Pacific Northwest
and is st:!l functioning on an effective basis.

As the complexities of the coordination of power supply planning and operation increased, other
groups were formed. The Pacific Northwest Utilities Conferencs Committee (“"PNUCC"), consisting of
essentially all electrical power generating interests in the region, was formed in the late 1940's to extend
the functions established in the Northwest Power Pool into other areas including the advanced planning of
power resources on a coordinated basis. The Public Power Council, representing over 100 publicly
owned utilities and cooperatives, was formed in the late 1960’s to further the coordination of the publicly
owned u.ilities in their efforts and contributions to improving the region’s electrical power supply.

Until the late 1960's, nearly all the power supply in the Pacific Northwest was obtained from the
hidro-electric resources of the region. By that time, most of the potential hydro-electric resources remain-
ing to be developed were peaking resources with only limited base load energy generating capabilities.
Since the electrical loads in the region were continuing to increase, base load thermal generating resources
were necessaty to supply the increasing energy needs.

In October 1968, a Ten-vear Hydro Thermal Power Program, commonly called Phase 1 ot the Hydro
Thermal Power Program, was adopted. This program was a plan for the constructicn of hydro and
thermal generating resources to meet the region’s power requirements and to guide the region in its transition
from a hudro-electric power supply base to a mixed base of hydro and thermal generating resources.
This pro-ram included eight large thermal plants scneduled for commercial operation at various times
through the early 1980, These thermal plaris are expected to have a generating capability of approxi-
mately 8,400,000 kilowatts and they include the Supply System's Nuclear Projects Nos. 1, 2 and 3. Under
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The present schedule of new thermal g-nerating pl.nts is shown below:

cRaud", l’{olnblo
l;dg::?: Project Location Type (.\”I.\%) Date(l)
Montana Power Company . Colstrip No. 1 Colstrip, Montana Coal-fired  165(2) In operation.
Montana Power Company . Colstrip No. 2 Colstrip, Montana Coal-fired 165(2) In operation,
Pacific Power & Light Co., Jinr:‘ Liridger Rock Springs, Wy, Coal-fired 500(2) Dec. 1979
. 4 '

Portlant  General Electric

COMP Y .+ vvsisiibnes Carty Coal )

No. 1 Boardman, Ore. Coal-fired 477(2) Nov. 1989

Montana Power Company . Colstrip No. 3 Colstrip, Montana Cozl-fired 490(2) Feb. 1981
Moat na Power Company .  Colstrip No. 4 Colstrip, Montana Coal-fired 490(2) Dec. 1981
Washington Public Power ;

Supply System ... ...... WPPSS No. 4 Hanford, Wa. Nuclear 1,250 April 1983
Puget Sound Power & Light

Compan*............. Skagit No. 1 Sedro Woclley, Wa.  Nuclear 1,288 Aug. 1984
Washington Public Power g

Supply System .. ,...... WPPSS No. § Satsop, Wa. Nuclear 1,240 Nov. 1985
Puget Sour | P wer & Light

Company ............. Skagit No, 2 Sedro Woolley, Wa.  Nuclear 1,258 Aug. 1986
Portland  General Electric  Pebble Springs

Company ....oovvese 4 No. 2 Arlington, Ore. Nuclear 1,260 July 1988

(1) Tk: probabl: encrgy dates are the later of the scheduled operation dates established by the plant sponsor
or the dates ucteimined by application of Milestones. The Milestones are sighificant events in the critical path from
the conception of a thermal project to the time it is placed in commercial operation. Each Milestone is assigned
a stindardized time interval from its occurrence to the most probable date that the project will provide the planned
lev. | of capacity and ene:2y.

(2) Rated capacity of unit available for use in West Group area of the Pacific Northwest.

Toe specific contractual role of each of the major segments of the utility industry has changed in
part from | hase 1 of the Hydro "hermal Poveer Program Under Phase 1 Bonneville has undertaken to
provide for additional power s ply to its preference customers and industrial loads by acquiring the
cutput of certain publicly owned gererating facilities under the “net billing” concept. Under Phase 2, (i)
Bonneville's preference customers are planning to supply directly their own increasing needs in excess
of power supplied ty Bonneville through the development of additional large-scale generating projects
and (i) Bonneville had expected to sign new power sales contracts with its industrial customers to
provi @ continue! sales of power until December 31, 1994. However, as indicated in “Bonneville
Cor : <ts” under the caption “Bonneville Power Administration”, Bonneville anticipates that the prefer-
ence richts of public agencies and cooperative utilities to its power resources will preclude execution of
new ir 'ustrial power sales contracts. These develog ments have created uncertainties in the power supply
arrangements for Bonneville's industrial customers at the expiration of their existing contracts,

The region’s u.ilities, Bonneville and its industrial customers are currently discussing possible arrange-
mints necessary to assure the region's power supply. See the caption, “Proposed Regional Power
Program”,

Bornetille’s alternatiy :s with respect to the sale of power and services to its customers are being
considered i its Role EIS, which will also review the services Bonneville may perform for preference
Customers in the pla~ning, acquisition and disposition of power and energy from large scale generating
plants.  Bo 'rzaville expects that its Role EIS will be completed in the spring of 1978,
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Bonneville's participation in regional power planning and operations, its participation in Phase
2 of the Hydro Thermal Power Program and the adequacy of its environmental impact statements
insofar as they relate to Phase 2 are the subject of two lawsuits, both in the United States District
Court for the District of Oregon. On August 27, 1975, the District Court rendered a decision adverse
to Bonneville in one of the lawsuits. The decision has bee.: appealed to the U.S. Court of Appeals for
the Ninth Circuit. Bonneville is preparing the Role EIS so that it will be sufficient to enable Bonneville
to proceed with its program regardless of the result of the current appeal. In the opinion of Bond
Counsel and Special Counsel to the Supply System and General Counsel to Bonneville, the relief prayed
for in the one suit and the judgment entered in the other will not affect the validity of, or Bonneville's
obligations under, the Net Billing Agreements and the Project Agreement.

Proj osed Regiona) Power Program

The region's utilities, states and Bonneville's ir. vstrial customers are currently developing a pro-
gram to provide a continuing power supply to the -:~ion. The proposed program presently includes
e1 'ctment of federal legislation providing for a method of allocating Bonneville power; the creation of
a r zional organization for load forecasting and the designation of energy resources to be acquired by
Bonneville to meet the loads of the region; the purchase of power from such resources by Bonneville;
a conservation program; and pooling and sale of power by Bonneville to the region’s utilities aad
Bonneville's industrial customers. Bonneville would offer, under the proposal, new power sales
contracts with terms of 35 years to all preference customers, Bonneville's direct-service industrial
customers, and the region’s investor-owned utilities. The PNUCC is currently considering requesting that
the legislation be introduced in the United States Congress this year.

There is no assurance that the legiclation will be passed by Congress or that the program as
currently constituted will remain as drafted, throe th the legislative process. An explicit assessment of
the impact of this proposed program on Bonneville and the Participants is not available at this time
and cannot be completed until the program is finalized. The analyses of Borneville's revenues, costs,
and resources contained herein do not consider the concepts described above.

Kegional Power Requirements and Resources

The load-resources analysis for the West Group area of the Pacific Northwest is developed by
the PNUCC on an area-wide basis from composite data submitted for all regional utilities. An analysis
of the most recent forecast, dated April 20, 1977, of the West Group area’s loads and resources is
shown in the foliowing tables:

LOADS AND RESOURCES(1)

West Group Area
Peak Capability —Kilowatts (000)

Year Ending Fstimated Estimated Surplus or S::;ﬁ:::n

June 39 Requirements Resourcesi2) Deficits(3) Deficits(3)
L —— 26,157 27,441 1,284 49
. 7y R 27,350 30,460 3,110 114
1980 ....... 28,832 31,013 2,181 7.6
| R 310,071 32,493 2,422 8.1
L R 30,938 34,357 3419 11.1
NS 0ivv 32,272 33977 1,705 33
1984 ....... 33,378 35,161 1,783 3.3
. - AR 34,750 37,118 2,368 68
SO S a5 36,198 38,814 2,616 7.2
90T ..o 37,117 39,952 2,835 7.6
SO s oivovs 37,960 39,512 1,552 4.1
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A el B O NS

Year Ending Estimated E+ imated Surplus or ‘::pr:::' or

~Jusedo Requirements Pesources(?) -Deficits(3)_ Deticits(3)
1978 ....... 16,286 15,419 (867) (5.3)
BN it 16,972 15,756 (1216) (7.2)
1980 ....... 17,960 15,929 (2031) (11.3)
1982 ..... a 18,820 - 16,936 (1884) (10.0)
1982 ....... 19,440 18,175 (1265) (6.5)
X983 ....... 20,105 18,837 (1268) (6.3)
1984 ....... 20,762 19,110 (1652) (8.0)
L e 21,600 20,485 (1115) (5.2)
L e 22,482 22,051 (421) (1.9)
1987 . ...... 23,386 23,091 (295) (1.3)
SO 55 s o i 24,333 (1198) (4.9)

Energy Capability—Average Kilowatts (009)

23,135

(1) From the Blue Book daied April 20, 1977,

(2) After deducting reserves under PNUCC planning guidelines. Res
ance for load growth reserves equal to one-half of the a
that year.

erves in each year include allow-
tea load growth for utility type loads during

Assumes critical water conditions. Substamzial secondary energy is expected to be
avaiiable under most stream flow conditions. Resources forecast under these guidelines include
the Supply System's Nuclear Piojects Nos. 3, 4 aud 5, Portland General Electric Compaay's Pebble
Springs No. 1, and Puget Sound Power & Lighr Company’s Skagit Nuclear Units Nos. I and 2,
which are not yet licensed for construction.

(3) After supplying all area interruptible loads Gincluding Bonnoville's industrial interruptible loads)
which range from 1,006 10 §,195 megawatts on peak end 975 1o 1.139 average megawatts of energy
including associated line losses. Parentheses denote negative values.

If current drought conditions continue, the deficits of energy siiown in the foregoing table will have
to be made up from purchases from outside the region, operation of high cost thermal plants within the
region, or from curtailment of electric loeds within the region. Accordingly, both short range and long
range conservation efforts are under way. The governors of the Pacific Northwest st.tes together with
Bonneville and other utilities in the region have gsked all citizens to voluntarily reduce electric energy
consumption by 10%. The proposed regional power program described above includes a strong
conservation element designed to conserve energy in the long term.  The effect of these efforts on electric
energy requirements, however, cannot be foreseen at this time, as the shift from other forms of energy
to electric energy may afect the results of electric energy conservation.

B THE PARTICIPANTS AND THE COMPANTIES

Of the 110 preference customers of Bonneville, 103 are Participants, of which 28 are municipalities,
28 are districts and 47 are cooperatives. The Participants have contracted to purchase 1007 of the
Supply System's Ownership Share of the Project’s capability, less any amounts of energy sold to certain
industries pursuant to the Power Sales Agreement.  The Companies (Pacific Power & Light Company,
Portland General Electric Company, Puget Sound Power & Light Company and The Washington Water
Power Company) own 30% of the Project pursuant to the Ownership Agreemeats.
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The net billing orrangements between the Supply System, the Participants and Bonneville for the
Supply System's Ownership Share of the Project and the other net billed projects will increase the amount
of capacity and energy available t- the Federal System by the amount of their output. This, in turn,
w.l make more capacity and cnergy available frcm B aneville to all of its customers, including the
Participants. Each of the Participants is a “tatutor = preference customer of Bonneville and, as such,
has a priority over non-preference customers on power sold by Bonneville from the Federal System.

In 1976, the Participants scrved approximately 1,108,000 power customers with total sales of
energy of approximately 39.6 billion kilowatt-hours.  Operating revenues of the Participants totaled
$406,312,026. Of that amount, districts’ revenues were $176,813,363, municipals’ revenues were
$160,687,450 and the cooperatives’ revenues were $68,793,213. The centerfold map shows the areas
served by uhe Participants.

Exhibit I attached shows the number of custoners and gross revenues in 1976 for each Participant
and Company and indicates its Participant’s or ownership share of the Project capability. Table 1
attached to Exhibit 11 hereto is a summary of financial and statistical data by class of utility.

\
.

THE NET BILLING AGREEMENTS

Each of the Participants has executed a Net Billing Agreemert with the Supply System and Bonne-
ville. Many of the provisions of the Net Billing Agreements have been summarized under the caption
“Security for the Bonds” above. A summary of certain additional provisions of the Net Billing Agree-
ments follows. The full text of the fc m of Agreements may be obtained from the Supply System.

The capitalization of any word or words which is not conventionally capitalized (e.g. Project,
Participants) indicates that such words are defined in the Net Billing Agreements. (The same practice
is followed in the summaries of the Project Agreement, Ownersnip Agreement and Resolution which
follow.)

Term

Each Agreement became effective upon execution and delivery and will continue in effect until
terminated by the Supply System (see the subcaption “Termination™).

Although the Net Billing Agreemonts may be terminated prior to the ma!uriiy of the Bonds, the
obligation of each of the Participarts there :nder to pay its proportionate share of debt service on the
! onds shall cuatinue until ti.e Bonds have been retired, and Bonneville will continue to be obligated to
ofiset or credit these payments against the bills renc:red pursuant to the Participant's Bonneville
Contracts.

Cwne hi» and Operotion

o The Supply System will perform its duties, exercise its rights under the Ownership Agreement and
use its best efforts to construct, operate and maintain the Project and finance its interest therein, in
accor. ance with Prudent Utility Practice.

Sale, Purchase und Assi jnment

The Supply System selis and each Participant purchases its Participant’s Share and in turn assigns
its Participant's Share to Bonneville.

In each Contract Year, the Participant’s Share is the percentage of the Supply System’s Ownership
Share of Project Capability specifizd for such ;ear in Exhibit A to the Net Billing Agreements. Such
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Shares for the Contract Year beginning July 1, 1982, are shown in Exhibit I attached hereto. During the
period through June 30, 1984, the amount of power made available to each Participant from the Supply
System's Ownership Share of Project Capability is reduced by sales of output under the Power Sales
Agreement. Two or more Participants may agree to a reallocation of their Participant’s Shares so long
as, among other requirements, the aggregare of the increases is equal to the aggregate of the decreases
and the real’ocation does not cause Bonneville's estimate of the payments to be made by a Participant to
the Supply System to exceed 86.95% of Bonneville's estimate of its billings to the Participant.

The prov ions of the Net Billing Agreements with respect to payments are summarized under the
caption “Security for the Bonds” above.

If Bonneville 1s unable to satisfy its obligation to an affected Participant by net billing, assignment
or cash payment and determines that this will continue for a significant period, the affected Participant
may dircct that all or a portion of the energy associated with its Participant’s Share be delivered by the
Supply System for '“e Participant’s account at a specified point of delivery either for the expected
period of such inabiiity or the remainder of the term of the Net Billing Agreement, whichever is specified
by the Participant +.h 1 't elects to have such power and ene:rgy delivered to it. The amount of such
d-livery will be limited to the amount of the Participant's Share for which payment by Bonneville
¢ nnot be made. The Participant's obligation to assign its Participant’s Share to Bonneville and
Bonneville's obligation to make payments to the Participant will then be appropriately modified.

Termination

I the Supply System is unable to participate in ownership, construction, or operation of the Project
due to li ¢nsing, financing, construction or operating conditions which are beyond its control, or if the
Supply System is in default under the Ownership Agreement and has been requested by Bonneville to
give notice of termination, or if the owners of the Project invoke the procedure to end the Project set
forth in the Ownership Agreement, the Supply System shall give notice of termination of the Net Billing
Agreements effect've on the (ate of such notice.. The Supply System shall then terminate its activities
relating to construction and operation of the Project and shall undertake the salvage, discontinuance,
decommissioning and disposition or sale of its ownership interest in the Project, all in accordaace with
the Ownership Agreement. After such termination, the Supply System will make monthly accounting
statements to Bonneville and cach Participant of all costs associated with such termination, including
debt service. The monthly accounting statements will credit against such costs all amounts received by
the § pp  System fro.n the disposition of the Supply System’s Ownership Share of the Project assets.
Such mo: 1y accounting state ents will continue at least until all Bonds have been paid or funds are set
aside for their payment. If the monthly accounting statements show that such costs exceed such credits,
the | articipant will pay its portion of such excess costs to the Supply System. The payments will be
made at times and in amounts sufficient to discharge on a current basis the Participant's Share of the
amount which the Sunply System is required to pay into the various funds provided in the Bond F.esolu-
tiva for del . service and all other purposes.

Modification «f A rcement

Th: Net Billing Agreements shall not be amended, modified or otherwise changed by agreement of
the parties in an' rianner that will impair or adverse'y affect the security afforded by its provisions for
the paymcat of e principal, in:erest and premium, if any, on the Project Boads.

Applicability of € ther Instruments

The Net Billing Agreements are made subject to the terms and provisions of the Ownership Agree-
ment, the Bond R:solution and ali licenses, permits and regulatory approvals necessary for the ownership,
construction and operation of the Project.
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‘tovisions Required by Statute or Executive Order

The Net Billing Agreements contain certain provisions required by Statute or Executive Order and
relating to contract work hours and safety standards, convict labor, equal opportunity emploviment and
the interest of a member of Congress. Under the provisions of Executive Or. or 11246 of September 24,
1965 and the Rules and Regulations and relevant Orders of the Secretary of Labor thereunder, the
Supply System kas been granted a limited exemption from the provisions permitting cancellation, ter-
mination, and suspension of the Net Billing Agreements in the event of non-compliance with the L ual
Opportunity Clause contained in the Net Billing Agreements, by the Director, Oifice of Federal Contract
Compliance, U. S. Department of Labor.

THE PROJECT AGREEMENT

The Supply System and Bonneville have entered into the Project Agreement. That Agreement,
ax g other things, cortains provisions with respect to .. financing, construction, operation and
ma.iitenance of the Project, and the making of any replacements, repairs or capital additions thereto,
and budgeting under the Net Billing Agreements. A summary of some of the provisions of the Project
Agreement follows. A copy of the Project Agreement may be obtained from the Supply System.

-

Term

The Agreement became effective upon its execution and delivery and will terminate when the Net
Billing Agreements terminate.

Design, Construction, Operation and Maintenance of the Project

The Supply System agrees among other things (i) to periorm its duties and exercise its rights under
the Ownership Agreement and the Project Agreement in accordance with Prudent Utility Practice; and
(ii) to keep Bonneville informed of all significant matters with respect to construction or operation of the
Project, where practicable in time for Bonneville to comment thereon before decisions are made, and
(1) to confer with Bonneville during the development of the Supply System's proposals for such matters
when practical to do so. '

Bonn.ville will use irs best efforts to construct. operate and maintain necessary faci'ities ‘o inter-
connect the Project with the Federal System so as to be ready to receive Project generation on or before
the initial test and operation of the Project. ‘ g

Firancing

The Supply System shall use its best efforts to issue and sell Bonds to finance its share of the Project
costs and the completion thereof, as such costs are defined in the Bond Resolution, and to finance its
share of the cost of any capital additions, renewals, repairs, replacements or modifications to the Project;
provided, however, that such Bonds may then be legally issued and sold.

All Project Bond Resolutions are subject to approval by Bonneville, and Bonneville has approved
the Resolution and the Supplemental Resolution

A
Representation by Bonneville on the Committee Fstablished Pursuant to the Ownership Agreement

The Supply System will appeint a member designated by Bonneville to the Committee established
pursuant to the Ownership Agreement, who shail have the right to vote the lessr of 50% of the Supply
System’s Ownership Share or the sum of the Participant’s Shares assigned to Bonaeville under the Net
Billing Agreements at the beginning of the Contract Year.

The Supply System will not proceed with the following elective items under the Ownership Agree-
ment without the concurrence of Bonneville's fepresentative on the Committee: (i) notice to repair the
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Project if the cost of repair is in excess of 20% of the depreciated value of the Project, (i) renewals
and replacements not necessary o assure design capability and additions not required by governmental
agencies, (iii) construction of the Project if any other party to the Ownership Agreement does not
participate for the reasons set forth in the Ow nership Agreement.

Budgets

Bonnesille has reviewed the Supply System's Construction Budget. Promptly after the approval of
any revised construction budget pursuant to the Ownership Agreement, the Supply System shall submit
to Bonneville a revised Construction Budget. The budget shall include the Supply System's share of
construction costs pursuant to the Ownership Agreement ond all of the Supply System's other costs
related to construction and financing of the Project. The updated Construction Budget for the succeeding
calendar year and revised Construction Budgets for the current calendar year shall become effective
unless disapproved by Bonneville within 30 days, and 7 days, respectivaly.

Prior to the Date of Commercial Operation and the beginning of each succeeding Contract Year,
the Supply System shall submit an Annual Budget showing the Supply System’s Ownership Share of
Operating costs under the operating budget adopted pursuan: to the Ownership Agreement, its cost of fuel
and all its other costs related to its Ownership Share of the Project. The Annual Budget shall be
revised during the Contract Year if necessary. The Annual Budget and any revised Annual Budget
shall become effective unless disapproved by Bonneville within 30 days and 7 days, respectively.

Bonds for Replacements, Repairs and Capital Additions

If in any Contract Year the amounts in the Annual Budget for renewals, repairs, replacements and
betterments and for capital additions necessary to achieve design capability or required by govern-
mental agencies (“Amounts for Extraordinaty Costs™), whether or not such amounts are costs of
Cperation or costs of construction, excecd the amount of reserves, if any, maintained for such purpose
pursuant to the Bond Resolution plus the proceeds of insurance, if any, available by rcason of loss or
damag: to the Project, by the lesser of:

(1) $3,000,000 or

(2) an amount by which the amount of Bonneville's estimate of the total of the net billing
credits available in such Contract Year to the Participants and the amounts of such reserves and

insurance proceeds, if any, exceeds the Annual Budget for such Contract Year, exclusive of Amounts
for Extraordinary Costs;

the Supply System will, in good faith, use its best efforts to issue and sell Bonds to pay such excess.

Applicability of Other Instruments

The Project Agreement is made subject to the terins and provisions of the Bond Resolution and all

licenses, permits and regulatory approvals necessary for the ownership, construction and operation of
tae Project.

Provisions Required by Statute or Executive Order

The Project Agreement contains cc:tain provisions required by Statute or Exacutive Order. Under
the provisions of Executive Order 11246 of September 24, 1965 and the Rules and Ragulations and
relevant Orders of the Secretary of Labor thereunder, the Supply System has been granted a limited
exemption fic © th* provisions permitting cancellation termination, and suspension of the Project
Agreement in the event of non-compliance with the Equal Opportunity Clause coatained in said Agree-
meat by the Director, Office of Federal Contract Compliance, U. S, Department of Labor.
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THE OWNERSHIP AGREEMENT

The following is a summary of certain provisions of the Ownership Agreement and does not purport
to be complete. A copy of the Ownership Agreement may be obtained from the Supply System.

Ownership of the Project

The Project shall be owned by the Parties as tenants in common. The Supply System has an
undivided interes’ of 70% and Pacific Power & Light Company, Portland General Electric Company,
Puget Sound Power & Light Company and The V ‘ashington Water Pover Company have undivided
interests of 10%, 10%, 5% and 5% respectively. A Party’s Ownership Share may be adjusted upon
the occurrence of certain events, as described below.

Each Party promptly and with due diligence shall take all necessary actions and seek all regulatory
approvals, licenses and permits to carry out its obligations under the Ownership Agreement.

The Parties waive the right to partition of the Project.

The duties, obligations and liabilities of the Partics are several and not joint or collective, and none

.

of the Parties shall be jointly or severally liable for the acts, omissions, or obligations of any of the
other Parties.

The Supply System shall construct, operate and maiutair the Project and shall have possession and
control of the Project for all the Parties.

Committee

There shall be a Committee composed of seven members, three to be appointed by Supply System
(one of whom will be designated by Bonneville pursuant to the Project Agresment), and one member
to be appointed by each other Party. Each Committee member shall have the right to vote that part of
the Ownership Share of the Party appointing him as designated in the notice of appointment, and the
member appointed by Bonneville shall have the right to vote the portion of the Supply System’s Owner-
ship Share provided in the Project Agreement.” The total voting rights of the members of the Committee
appointed by each Party shall be equal to such Party's Ownership Share.

The Supply System shall keep all members of the Committee informed of all cignificant matters
with respect to planning. construction, operation or maintc -ance of the Project, and when practicable, in
time for members to comment the: on bef: ¢ decisions are made, and shall confer with the Committee,
or scparately with members thereof, during the development of the Supply System's proposals regarding
such matiers when practicable to do so. Uy on request of any Committee member, the Supply System shall
furnish or make available to all members of the Committee, with reasonable promptness and at reasonable

times, any and all other in‘ rr ation relating to the planning, construction, operation or maintenance of
the Project.

The Supply System shall submit each of the matters listed below to the Committee for approval,

which approval must be by a vote of Committee members having combined Ownerskip Share voting
rights of more than 80%:

Determir, .uou of the Minimum Capability of the Project

Any proposal made by Committee memb.-rs, appointed by Parties other than Supply System, having

Ownership ‘Share voting rights of 207 or more, or by the Committee member designated by
Bonneville

Construction budgets and budgets of Annual Costs and changes therein

Aay increase in the working fund in the Construction Trust Account or the Operating Trust Accouat
describdd below
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Award of any contract or approval of any change order, in either case in excess of $500,000
Fuel Plan, changes therein and determinations relating thereto

Scheduled outages

Insurance coverage, including limits and choice of insurers

Estimate of cost of repair or damage to the Project if in excess of $1,000,000, and estimate of the
value of the Project without repair

Sales of salvage materials in excess of such minimum amount as is established by the Committee.

If any of the above matters cannot be resolved by the requircd vote of the Committee, procedures
have been established to resolve the issue in accordance with Prudent Utility Practice.

“Prudent Utility Practice” means any of the practices, methods and acts, which, in the exercise of
reasonable judgment in the Light of the facts (including practices, methods and acts engaged in or ap-
proved by a significant poriion of the electrical uulity industry prior thereto) known at the time the
docision was made, would have been expected to accomplish the desired result at the lowest reasonable
cost cons tent with 1 iability, s fety and expe lition. P:udent Utility Practice is not limited to the opti-
mum practice, method or act, but rather a spectrum of possible practices, methods or acts. In evaluating
whether any matter conforms to Prudent Utility Practice there shall be taken into account (i) the fact
that Seoply System is a mur® | corporation and operating agency under the laws of the State of Wash-
ington; and (ii) the objecti. 10 integrate the Project Capability with the generating resources of the
Federal Columbia River Power System and the generating resources of other systems operated by the
Parties to achieve optimum utilization of the resources of such systems.

Supply System shall submit the following additional matters to the Committee and shall proceed
on such marters only upon unanimous approval of the Committee:

(i) Selection of the site of the Project
(ii) Selection of the type of nuclear steam supply system
(iii) Selection of the methed of hext disposition
(iv) Award of contracts for nuclear steam supply system and turbine-gencrators
(v) Se!ctior of an arch’:ect engineer
(vi) Extension of insurance to any additional unit or generating project

(vii) Capital additions to the Prcject after the Date of Commercial Operation which are not
nece -sary to assure design capability, or are not required by governmental agencies.

If the Committee is unable to reach unanimous agreement within sixty days after submission by
Supply Svstem of any of the matters (i) through (v) lis‘ed above, then unless the Committee unanimously
agrees oierwise, Supply System shall notify tiie Parties in writing and they shall thea terminate the
Proiect, or one or more of the Parties may elect to proceed with the Project upon reimbursing the non-
electir 2 Parties for their Costs of Ccstruction and Fuel. Upon such reimbursement, the interest of the
non-electing Parties in the Project shall vest in the electing Parties. Each of the Parties has agreed to the
Supply System's determinat. n of the matters lis:ed in (i) through (v) above.

Construction, Licensi 2, Operation and Ma atenance

The Supply Sy :m shall (a) take wiatever action is necessary or appropriate to seek and obtain
all licenses, permits and other rights and regulatory approvals necessary for the construction, operation
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and mointenance of the Project; (b) prosecute construction of the Project in accordance with Prudent
Utility Practice, NRC licensing requirements, any appiicable Federal or State laws and regulations there-
under, and plans - ~d specifications for the Project prepared or recommended by the Project architect-
engi weer, and sc as to schedule the Date of Conmercial Operation as near as may bz to September 1,
1981; (c) operate and maintain the Project ir accordance with Prudent Utility Practice, giving due
consideration to the recommendations of the Committee and the manufacturer’s warranty requirements
an ' in such a manner as to meet the requirements of the NRC and other governmient agencies having
jurisdiction, to safeguard the health and safety of persons and safety of property, and, as necessary in
the normal course of business, to assure the continued operation ard maintenance of the Project.

Construction and Operating Payments

Construction Budgets and budgets of Annual Costs, except Fuel costs, and revisions thereof shall
be su mitted to the Committee for approval at the times specified in the Ownership Agreement.

Costs of Construction and Annual Costs, including Fuel costs, shall be paid from the Construction
Trust Account arJ Operating Trust Account, respectively, which the Supply System is required to estab-
lish and ma ntain as separate accounts in a “ank located in Washington meeting all requirements imposed
vpon depc-itories for any of the Parties. All moneys received by the Supply System under the Owner-
ship A ircoiv 2nt shail be deposited in the appropriate Trust Account. Payments by the Parties shall be
made at the times specified in the Owuership Agreement.

The Supply System shall keep up-to-date books and records of all financial transactions and other
ar. ‘n'eme: is in carrying out the terms of the Ownership Agreement. All accounts shall bs so kept as to
per. - co version to the system of accounts prescribed for electric utilities by the Federal Power Com-
mission.  The Supply System shall causeali bouks and records to be audited by independent certified
public accountants of national reputation azceptable to all the Parties at approximately annual intervals
and when accounts are closed. Copies of such audits shall be supplied to each Party. Each Party
shail have the right to examine and copy all plans, specifications, bids and contracts relating to the Project.

‘vl and Scoeculing

The Supply System shall arrange for Fuel in amourts so that each Party may utilize its Ownership
Share of th - Project i a manner which such Party estimates is best suited to its individual system needs.
Each year the Supply System will prepare and submit to the Committee for approval a ten-year fuel
naragement plan, which shall be revised as reasonably required to reflect changes in conditions. Each
sVarty shall furnish to the Supply System forecasts of its gen=ration requirements from the Project to be
used in preparing each Fuel Plan.

At the time of each fueling, the Supply System shall submit to the Committee for approval its
determination of the next fueling date (the “Forecast Refueling Date”), the kilowatt-hours of net encrgy
avalable to each Party to such Date (the “Energy Entitlement”) and the cost per kilowatt-hour of its

E' ergy Entitlement. Each Party's Energy Entitlement shall equal as nearly as practicable such Party's

fo ccasted generation requirements.
L

Generally each Party shall be entitled to receive. as scheduled by it, its Ownership Share of the
Project Capability, and each Party shall schedule energy from the Project in such a manner that its

Ensrgy Entitlement is adequate to maintain such Party’s Ownership Share of Minimum C apability until
the next Forecast Refueling Date.

Each Party shall order at least its Ownership Share of the Fuel necessary to insure operation at
Minimum Capability to the Forecast Refueling Date.

Any Party may (i) order less than its Ownership Share of the Fuel necessary to insure operation at
Minimum Capability to the Forecast Refueling Date, (ii) require that such Date be advanced or delayed,
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(iii) use the Energy Entitlement of other Parties, or (iv) require that the Project not be operated, upon
arranging for equivalent alternate capacity and energy for the other Parties, but any such action shall not
adversely affect the availability of capacity and energy to which any other Party is entitled from the
Project or any other Party’s costs for such capacity and energy.

The Supply System shall schedule Project outages, other than fueling outages, and submit them
to the Committee for approval as far in wdvance as practicable, but may shut down the Project to meet
governmental requirements or to avoid haza d to the Project or any person or property.

Insurance

Supply System shall procure at the earliest practicable time and ti..reafter maintain in force for
the benefit of the Parties such insurance coverage for the construction, operation, maiatenance and
repair of the Project as the Committee may determine, but not less than shall be required under the
contract to be executed with the Project Architect Engineer, and not less than will satisfy the require-
meats of the NRC, and conform to Prudent Utility Practice.

Lixbilities; Waiver of Subrogation

Each of the Parties releases each of the other.Parties from any claim for loss or damage, including
consequential loss or damage, arising out of the construction, operation, maintenance, reconstruction,
and repair of the Project due to negligence, including gross negligence, but not any claim for loss or
damage resulting from breach of any contract relating to the Project, including the Ownership Agree-
ment, or for willful or wanton misconduct. Any loss or expense to the Parties or any Party, other than
damages to any Party resulting from loss of use and occupancy of the Project or any part thereof, result-
ing from the Project and based upon injury to or death of persons or damage to or loss of Project property
and property of other parties, to the extent not covered by coliectible insurance, shall be charged to Costs
of Construction or Annual Costs, whichever may be appropriate.

Each Party shall cause its insurers to waive any rights of subrogation against each of the other
Parties, its agents and employees, for losses, costs, damages or exrenses arising out of the construction,
Cperation, maintenance, reconstruction or repair of the Project.

)

Uncontrollable Forces

No Party shall be considered to be in default in the performance of any of the obligations under
the Ownership Agreement other than the obligation to pay its Ownership Share of costs and ¢xpenses, if
failure of performance shall be due to uncontrollable forces, defined in the Ownership Agreement as any
cause beyond the control of the Party affected and which, by the exercise of reasonable diligence, the
Pasty is uaable to overcome. Any Party rendered unable to fulfill any obligation by reason of uncon-
treilable forces shall exercise due diligence to remove such inability with all reasonable dispatch.

Damage to the Project

If the Project suffers damage resul ‘ing from causes other than ordinary wear, tear or deterioration to
the extent t~t Supply System's estimate of the cost of repair is less than 20% of the then depreciated
value of the oject, and if the Parties do not unanimously agree that the Project shall be ended (see the
capuion “End of Project” below), Supply System shall promptly submit a revised Construction Budget or
budget of Annual Costs, as appropriate, and shall proceed to repair the Project, and each Party shall pay
its Ownership Share of the cost of such repair.

If the Project suffers damage to the extent that Supply System's estimate of the cost of repair
exceeds 207% of the then depreciated value of the Project, computed according to the Ownership Agree-
meat, Supply System shall determine the estimated fair market value of the Project if it is then terminated

witnout repair. Thereafter, each Party which gives notice in writing to each of the other Parties of its
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desire that the Project be repaired, shall pay a part of the total cost of repair in the proportion that -
its Ownership Share bears to the total of the Ownership Shares of all Parties giving such notice. If any
Party has given such notice, the Ownership Shar: of each Party which has not given notice shall be
reduced at the end of each month to an Ownership Share dete. nined by muitiplying such Party’s Owner-
ship Share prior to such loss by a fraction the numerator of which is the estimated fair market value of
the Project if it is terminated without repair, and the denorainator of which is said fair market value
plus the actual expenditures for repair. The amount of such reduction shall be proportionately added
to the Ownership Share of each Party giving such notice.

If the Project suffers damage to the extent that Supply System’s estimated cost of repair exceeds
20% of the then depreciated value of the Project and no Party gives the notice referred to above, the
Project shall be ended.

Defzult

Upon failure of a Party to make any payment when due, or to perform any obligation herein, any
other Party may make written demand upon said Party, and if said failure is not cured within 10 days from
the date of such demand, it shall constitute a default at the expiration of such period. Any nondefaulting
Party may take any action, in law or ¢ juity, iﬁcluding an action for specific performance, to enforce the
Ownership Agreement and to recover for any loss, damage or payment advances incurred by reason of
such default.

Assignment

The Ownership Agreement shall be binding upon and shall inure to the benefit of successors and
assigns of the Parties; provided, however, that no transfer or assignment of other than all of a Party’s
interest in the Project to a single entity shall operate to give the assignee or transferee the status or rights
of a Party under the Ownership Agreement, and no transfer or assignment thereunder shall operate
to incease the number of members on the Committee. Transfer or assignment shall not relieve a
Party of any obligation under the Ownership Agreement except to the cxtent agreed to in writing by
the other Parties.

End of Project

When the Project can no lotiger be made capable of producing electricity consistent with Prudent
Utility Practice or the requirements of governm ntal agencies Maving jurisdiction or is no longer licensed
by the NRC, or when the Project is ended as a res ilt of damage thereto :s described <bove, Supply System
shall sell for removal all saleable parts of the Project, exclusive of Fuel, to the highest bidders. After
deducting all costs of ending the Project, Supply System shall close the appropriate Trust Account and, if
there are ne. proceeds, distribute to each Party its Ownership Share of such proceeds. Supply System shall
liquidate the Fuel, and after making all required payments and receiving all due receipts, shall disburse
the proceeds to the owners as their interests appear. In the event the costs of ending the Project exceed
available funds, each Party shall pay its Ownership Share of such excess as incurred.

e If one or more of the Parties is rendered incapable of proceeding with its obligations under the
Ownership Agreement by reason of (i) inability to finance or (ii) failure to obtain necessary legal
authorizations, including regulatory approvals, which condition is beyond the ability of such Party to
remedy by reasonable means within a reasonable time, one or more of the other Parties may, within 90
days after r.otice by a Party of the occurrence of the condition, elect to proceed with the Project without
the disabled Party; provided, however, that if the disabled Party is proceeding with all lue diligence to
remove such disability, the election sha'l not be made until 90 days after final order or other final dis-
pesition of the matter; provided further, that if delay would cause substantial additional cos's to be
incurred if the election were so postponed, the electing Parties may proceed as necessary to avoid or
minimize delay, preserving the rights of the disabled Party until final order or other finil disposition.

38



The Parties so electing shall promptiy reimburse each non-clecting Party for its Costs of Construction
and costs of Fuel, if any, incurred under the Ownership Agreement. Upon such reimbursement, the
non-electing Parties’ interest in the Project shall forthwith vest in the electing Parties in such proportion
as the electiug Parties may agree.

DESCRIPTION OF 1977 BONDS AND CERTAIN PROVISIONS
OF THE RESOLUTION AND SUPPLEMENTAL RESOLUTION

The following summary is a brief outline of certain provisions contained in the Resolut’on and the
Supplemental Resolition and is not to be considersd as a full statement thereof. The summary is
qualified by reference to and is subject to the Resolution and the Supplemental Resolution, copies of
which may be examined at the principal offices of the Supply System, the Bond Fund Trustee and the
Paying Agents for the 1977 Bonds.

The Bonds and the 1977 Bonds

The Resolution creates and establishes an issue of Bonds of the Supply System which may be
issued frc n 1:me to time to pay the Supply System’s Cost of Construction of the Project and to establish
reserves. The 1977 Bonds are a part of such issue.

The 1977 Bonds will be dated July 1, 1977, and will be issued in coupon form in the denom-
ination of $5,000, registrable as t. principal only, and in fully registered form in denominations of
$5.000 and any multiples thereof. Principal and semi-annual interest (January 1 and July 1, beginning
January 1, 1978) on coupon 1977 Bonds and principal on registered 1977 Bonds will be payable at the
option of the holder at Rainier National Baok, Seattle, Washington, Harris Trust and Savings Bank,
Chicago, lllinois, and Chemical Bank, New York, New York. Payment of interest on fully registered
1977 Bonds will be made by Seattle-First Natiorial Bark, Seattle, Washington, which has besn appointed
the Bond Fund Trustee. Coupon 1977 Bonds and fully registered 1977 Bonds are interchangeable at
the office of the Bond Fund Trustee.

The 1977 Bonds will mature in the years and amounts and bear interest at the rates per annum
shown on the cover page hereof. The 1977 Bonds maturing on July 1, 2009, and July 1, 2018, will have
the benefit of a Bond Retirement Account to operate at the times and in the amounts set forth below.
(Res. Secs. 4.5, 4.7; Supp. Res. Sec. 2). .

Redemption: The 1977 Bonds will be subject to redemption prior to maturity at the option of
the Supply System on and after July 1, 1987, in whole at any time, or in purt on any interest payment
date in inverse order of their maturities ani by lot within a maturity, at the respective redemption prices
(expressed as percentages of the principz| amount) set forth below, together with accrued interest to
the date fixed for redemption:

Period During Which Redeemed Redemption
( Both Dates Inclusive) - Prices
July 1, 1987 to June 30, 1990 ................ 103%
July 1, 1990 to June 30, 199F . .. vvesifin- s 102
July 1, 1995 to June 30,2000 ..... .......onn 101
July 1, 2000 and thereafter .......... PP 100

The Supply System further reserves the right to redeem prior to maturity (a) the 1977 Bonds maturing
on July !, 2009 and on July 1, 2018 in part cn any interest payment date on and after January 1,
2001, and on and after January 1, 2010, respectively, upon payment of the principal amount thereof
from sinking fund installments as described below and (b) the 1977 Bonds maturing on July 1, 2018,
in part on any interest payment date on and after January 1, 1986, upon payment of 101% of the
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» principal amount thereof from excess construction fund proceeds, in cach case together with accrued
interest to the date fixed for redemption.

The Supply System also reserves the right to redeem the 1977 Bonds at any time prior to maturity,
in whole at any time, or in part on any interest payment date in inverse order of their maturities and by
lot within a maturity, from proceeds received by the Supply System from the sale or disposition ol
properties of the Project or in the event the Net Billing Agreements are terminated as prcvided therein,
upon payment of the principal amount thercof together with accrued interest to the date fixed for
redemption.

Notice of redemption of 1977 Bonds is to be given by publication of a notice at least once on
any business day of the week in a daily financial paper or in . daily newspaper of general circulation
printed in the English language, published in each of the cities of Seattle, Washington, Chicago, Hlinois,
and New York, New York, the date of publication in each case to be not less than 30 nor more than 60
days prior to the date fixed for redemption. The Bond Fund Trustee may approve substitute publication
if a required publication cannot be made. Notice of redemption of 1977 Bonds is also to be mailed not
less than 25 days nor more than 60 days before the redemption date to the registered owners of 1977
Bonds which are to be redeemed, but such mailing shall not be a condition precedent to redemption
and failure to mail or receive any such notice shall not affect the validity of the redemption proceedings.
(Res. Secs. 5.2, 5.3; Supp. Res. Sec. 3).

Sinking Fund Installments: The 1977 Bonds due July 1, 2009 are to be retired by mandatory
sinking fund installments accumulated in ¢he Bond Retirement Account in the Bond Fund in amounts
sufficient to redeem on July 1 of each year, at the principal amount thereof, the principal amount of
such Bonds specified for each of the years shown below:

a011] A $5,545,000 - R $7,395,000
1) . §870000 0 2007 .....iiiiiiiiienns 7,835,000
2003 . .ivcniecnrrroninrns 6,220,000 2008 ...oininiianresins 8,300,000
b1+ S 6,590,000 p 1)1, R 8,800,000
2005 ..t 6,980,000

The 1977 Bonds due July 1, 2018 are to be retired by mandatory sinking fund instaliments
accumulated in the Bond Retirement Account in the Bond Fund in amounts sufficient to redeem
on July 1 of each year, at the principal amount thereof, the principal amount of such Bonds specified
for each of the years shown below: ’

Year Amount \ ear Amaunt
SO .. sk e e $ 9,325,000 < R e R $12,475,000
ROEE s vvivamiass #rbrawess 9,880,000 SRR s 05 a0 ok b D 13,235,000
BREE . vorchae g 2 1 R BRI B o 10,475,000 ¢ S R S O 14,025,000
‘2013 .................. 11,105,000 BIER- 5 5% x5 8 660 b et 14,870,000
SO s bt ne e 11,770,000

The sinking fund installments for the 1977 PBonds due July 1, 2009, and due July 1, 2018,
may be applied to the redemption of such Bonds on July 1 of each of the above years or on the imme-
diately preceding January 1. (Supp. Res. Sec. 2).

Subsequent Series of Bouds

| The Supply System covenants to issue additional series of Bonds to the extent required to pay the
| Supply System’s Cost of Construction of the Project and to establish the reserves required by the Reso-
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lution to the extent such reserves are not funded from other sources. Such Bonds may be issued updQ
compliance with the following pri: cipal conditions:

(1) There shall have been delivered to the Supply System a certificate of the Bond Fund
Trustee that no default exists in the payment of principal of and interest on any outstanding Bond,
and there has been delivered to the Bond Fund Trustee a certificate of the Secretary of the Board
of Directors of the Supply System that the Net Billing Agreements and Project Agreement are in
full forze and effect and have not been amended in any manner adversely affecting the Supply System
and the holders of the Bonds.

(2) Such Bonds shall be cither serial or term boads or a combination thereof, with the final
maturity date to be no later than July 1, 2018.

(3) The Construction Engineer shall certify as to the amount expended for, and the amount
remaining available to pay, the Suppiy System's Cost of Construction and the times fuads will be
required to pay such Cost, and, if such Cost of Construction has increased, give a statement of the
reasons for such increase. (Res. Sec. 3.4).

Additional Obligations Other ""han Bo ds

The Supply System may also issuc additional bonds ranking on a parity with the Bonds and
secured by an equal charge and lien on the revenues of the Supply System's Ownership Share of the
Project (“additional bonds™) for the following purposes:

(1) to comply with an order of any governmental agency with zuthority to issue, make or
enforce an order or decision requiring the installation of additional facilities or modifications at
or in the Project; ‘

(2) to comply with requirements of the Project Agreement for the issuance of additional bonds
to pay for renewals, replacements and betterments and for capital additions and betterments
necessary to achieve design capability, or required by any governmental agency or authority;

(3) to provide funds for capital additions and betterments to the Project which in the opinion
of the Consulting Engineer are necessary or desirable to improve operating reliability or to reduce
unit power costs;

(4) to provide funds for the purchase of Fuel for the Project; and

(5) to refund at any time any Bonds or additional Bonds.

The Supply System may not issue any additional bonds unless prior to or simultaneously with the
issuanze cf such bonds the Supply System has in effect valid written contracts for the sale of its Ownership
Share of the power and energy, including capability, of the Project which, in the opinion of the Supply
System and of the Consulting Engineer, will produce revenues at least sufficient to enable the Supply
System to meet all of its obligations under the Resolution. Such contracts (1) must be for terms extend-
ing at least to the final maturity date of the Bonds, (2) unless such contracts are with the parties to
the Net Billing Agreements, must in the opinion of the Consulting Engineer provide a sound basis for the
issuance of such additional bonds and (3) must contain terms with respect to payment for the Supply
System’s Ownership Share of the Project power and energy, including capability, and the items of annual
power costs to be included in the price for such power and energy which are no less favorable to the
Supply System than the 2rms of the Net Lilling Agreements.

Additional bonds may be either serial or term bonds or a combination the.cof, with the final
maturity date (i) in the case of refunding bonds, to be not later than the final maturity of the Bonds or
additional bonds to be refundad, and (ii) in the case of all other add tional bonds, to be a date which
is not later thoa the expiration of the service life of the facilities or Fuel, as the case may be, being
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financed. A separate bond fund is to be created and payments into such bond fund for the retirement of
such additional bonds are to commence within § years from the date thereof or, in the case of refunding
bonds, at the time when payments with respect to the retirement of the refunded Bonds or additional
bonds would be required if such Bonds or additional bonds were not refunded. From the proceeds of
sale of additional bonds or revenues of the Supply System available at the tim2 of issuance. an amount
equal to the maximum amount ¢ interest to become due on such bonds in any six-month period is to be
deposited in the reserve account in such bond fund, and such account is to be maintained at such amount;
provided that such amount, in the case of refunding bonds, may be so deposited at the time when the
refunded Bonds U« additional bonds are no longer d:emed outstanding and may be accomplished at that
time from transfers from the Reserve Account for the Bonds or the reserve account for the add. ‘onal
bonds being refunded. (Res. Sec. 9.6).

Construction Fund; Application of Bond Proceeds

The Resolution establishes a Washington Public Power Supply System Nuclear Project No. 3
Construction Fund (the “Construction Fund™) to be held by the Supply System.

The nroceeds of sa'e of the 1977 Bonds and subscquent Sciies of Bonds will be applied as follows:

(2) An cmount equal to the interest on such Bonds from their date to September 1, 1982,
will : credited to the Interest Account in the Bond Fund.

(b) The balance of the Bond proceeds will be deposited in the Construction Fund.

The Resolution provides, that if working capital and the Reserve Account requirements are not
provided for by September 1, 1982, or the Date .f Commercial Operation, whichever is earlier, or if
the Reserve and Contingency Fund requirements are not provided for by the Date of Commercial Opera-
tion, thr uch revenucs received pursuant to the \et Bnll.ng Agreements, such amounts will be provided
from Boad proceeds.

Monevs in the Construction Fund are to be used lo pay the Supply System’s Cest of Construction
of the Project. which includes the ppl\ System’s Ownership Share of the costs of constructing and
:.c;uiri the Project, obtaining pormits and licenses and acquiring property and Fuel, trustee’s and

paving agents’ fees, taxes and x*% e premiums, the cost of engineering services and administrative and
uur, ad ¢xpenses of the Supply System allocable to the acquisition and construction of the Project.

[hie Resclution prescrib s certain procedures designed to safeguard payments or transfers from the
Censtruction Fund, including, among others, certificates by the Construction Engineer itemizing the
amounts to be paid for certain items and the purposes thereof.

Moneys remaining in the Construction Fund after providing for the payment of the Supply Sys-
tem's Cost of Construction and after required payments, if any. to the Interest Account and Reserve
Account in the Bond Fund and to the Reserve and Contingency Fund are to be transferred to the Bond
Reti: ment. ccount. (Res. Secs. 6.8-6.12).

Other Funds Pstablished by the Reso'ution; Fiow of Revenues

The Re:olution also establishes a Washington Public Power Supply System Nuclear Project No. 3
Revenue Fund, Bond Fund (including an Interest Account, a Principal Account, a Bond Retirement
Account and a Reserve Account), Fue! Fund and Reserve and Contingency Fund.  All such Funds are
1> be held by the Supply Sy<tem. except for the Bond Fund, which is to be held by the Bond Fund
Trustee.

Reve: ue Fund: The gross revenues derived by the Supply System from its ownership and operation
of the Supply System’s Ownerst p Share of the Project are to be paid into the Revenue Fund. $3,000,000
cf wor ing capital for the Su ply System’s Ownership Share of the Project will be provided prior to
¢ ptember 1, 1982, or the Date of Commercial Operation, whichever is earlier, either through revenues
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of the Supply System's Ownership Shure of the Project or Bond proceeds. Additional working capital
may be provided by mutual agreement between the Supply System and Bonneville. Moneys in the
Revenue Fund are to be used for the purpose of making required payments into the Bond Fund and
any special funds for additional bonds, paying for the Supply System’s Ownership Share of the costs of
operating and ma 1taining the Project, making required payments into the Fuel Fund and the Reserve
and Contingency Fund, paying the Supply System's Ownership Share of the costs of repairs, renewals,
} placements, ¢ Mditicns, betterments and improvements to, and extensions of, the Project, and paying
all other charges or obligations against such revenues. (Res. Secs. 6.1, 6.6).

Bond Fund: From the gross revenues theretofore paid into the Revenue Fund, the Supp'y System
is to pay monthly into the Bond Fund, for the credit of the Interest Account and the Principal Account,
respectively, fixed amounts sufficient in the aggregate to pay the principal of and interest on the Bonds
as the same be;ome due and payable. Interest on the Bonds will be capitalized to September 1, 1982;
monthly payments to the Interest Account will commence on September 25, 1982.

Mor ..y pryments to the Principal Account are to commence on September 25, 1982, and be
sufficic 1t to pay outstanding serial Bonds as they mature.

Beginning July 25, 2000, the Supply System is also obligated to pay monthly into the Bond Retire-
ment Account amou: 's sufficient in the aggregate to redeem the 1977 Bonds maturing July 1, 2009, and
July 1, 2018, in the rin ipal amounts and at the times specified under the subcaption “Sinking Fund
Installments” under “The Bonds and the 1977 Bonds™. Such amounts are in addition to any amounis
to be required to be paid 1to the Bond Retirement Account to redeem the term bonds of other series
of Bonds in the principal :mounts and at the times specified in the resolutions authorizing such Bonds.
} sneys in the Bond Retirement Account are to be applied by the Bond Fund Trustee to the purchase or
redemption of outstand: g Bonds.

There is reguired to be paid into and maintained in the Reserve Account for each series of Bonds
outstanding, an amount equal to the largest amount of interest on such Bonds during any six month
< period rom the date of <uch Bonds to the final maturity date thereof. By September i, 1982, or the
Date of Commercial Operation, whichever is earlier, the Supply System will deposit the required amount
in the Reserve Account either from Bond proceeds or amounts received under the Net Billing Agree-
ments and deposited in the Revenue Fund. The Supply System is required to maintain the required
amoun: in ‘he Keserve Account at all times thereafter by additional payments from the Revenue Fund.
if any Bonds aro issued after September 1, 1982, or the Date of Commercial Operation, whichever is
ear] r. the add ‘onal amount required to be deposited in the Reserve Account shall be deposited
thervin from Bond proceeds or revenues available therefor at the time of issuance cf the Bonds. (Res.
Sec. 6.2).

Fiu.! Fund: Beginning on the Date of Commercial Operation, all payments for Fuel will be made
from the Fuel Fund. After the Date of Commercial Operation, after making the required payments into
the Bond Fund and into any separate bond fund for additional bonds and after paying or making pro-
vision for payment of the Supply System’s Ownership Share of the reasonable and necessary costs of
operating and maintaining the Project, including taxes or payments in lieu thereof, the Supply System
will transfer tg the Fuel Fund the following amounts:

(1) the amount included in the Anaual Budget for Fuel adopted pursuant to the Project
Agreement,

(2) all amounts received by the System from Fuel credits, including the proceeds of the saie of
Fuel, and

(3) any additional amounts necessary to avoid a deficiency in the Fuel Fund. (Res. Sec. 6.4).

Reserve and Contingency Fund: Beginning on September 25, 1982, the Supply System is required
to pay monihly out of the Revenue Fund into the Reserve and Contingency Fund, after making the
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required payments into the Bond Fund, any separate bond fund established for additional bonds and the
Fuel Fund, and after paying or making provision for payment of the Supply System's Ownership Share
of the reasonable and necessary costs of operating and maintaining the Project, an amount equal to 10%
of the aggregate of the amounts required to be paid during such month from the Revenue Fund into the
Interest, Principal and Bond Retirement Accounts in the Bond Fund and into any special funds for
inwerest, principal and bond retirements in respect of additional bonds. In any event, by the Date of
Commercial Operation, the Supply System will deposit in the Reserve and Contingency Fund the sum
of $3,000,000 either through the aforesaid payments into said Fund or revenues otherwise available
therefor in the Revenue Fund or, to the extent cuch moneys are not available, from Bond »roceeds.

Moneys in the Reserve and Contingency Fund are required to be used to make up deficiencies in
the interest, principal and bond retirement accounts in the Bond Fund or in any bond funds established
‘or additional bonds for which funds are not available, respectively, in the Construction Fund or Reserve
Account or in the construction fund or reserve account in respect of additional bonds. To the extent
not required for any such deficiency, moneys in the Reserve and Contingency Fund may be used after
the Date of Commercial Operation for any one or more of the following purposes:

(i) to pay the Supply System's Ownership Share of the cost of renewals, replacenr .nts and
normal «dditions to and extensions of the Project; and

(ii) to pay the Supply System's share of extraordinary operation and maintenance costs,
including extraordiuary costs of Fuel and the cost of preventing or correcting nny unusual loss or
damage (including major repairs), to the Project. (Res. Sec. 6.5).

Investment of Funds: The term “Government Obligations” means (i) direct obligations of, cr
cbligations the principal of and interest on which are unconditionally guaranteed by, the United States of
America; (ii) bonds, debentures, notes or participation certificates issued by the Bank for Cooperatives,
the Federal Intermediate Credit Bank, the Federal Home Loan Bank System, the Export-Import Bank
of the United States, the Federal Land Banks, the Federal National Mortgage Association or any other
azeney of or corporation wholly owned by the United States of America: (iii) New Housing Authority
Bonds or Project Notes issued by public agencies or ‘municipalitics and fully secured as to the payment
of both principal and interest by a pledge of annual contributions to be paid by the United States of
America or any agency thereof; and (iv) general obligation bonds of any state of the United States of
Ameriza rated by any nationally recognized bond rating agency in either of the two highest rating cate-
gories assignad by such rating agency. The term “Investment Securities” means (i) Government Obliga-
tons; (i) btank time deposits evidenced by certificates of deposit, and bankers' acceptances, issued by
any bank, trust company or naucnal banking association authorized to do business in the State of Wash-
ington, which is a member of the Federal Reserve System, provided that the aggregate of such bank time
Ceposits and bankers' acceptances issued by any bank, trust company or banking asso.iation do not
exceed at any time fifty per centum (50% ) of the aggregate of the capital stock, surplus and undivided
profits of such bank, trust company or banking association; and (i) bank time deposits evidenced by
certficates of deposit, and bankers’ acceptances, issued by any bank, trust company or national banking
association authorized to do business in any state of the United States of America other than the State of
Wasiingtoa, which is a member of the Federal Reserve System, provided that the aggregate of such bank
time deposits and bankers' acceptances issued by any bank, trust company or banking association do not
exceed at any one time twenty-five per centum (25% ) of the aggregate of the capital stock, surplus and
uzdivided profits of such bank, trust company or banking association and provided further that such
capital stock, surplus and undivided profits shall not be less than Fifty Million Dollars ($50,000,000).

Moneys in the Revenue Fund not required for immediate disbursemeat are to be invested in In-
vestment Securities maturing or redeemable at or prior to the estimated time for the disbursement of
such money:. Moneys in the Interest Account, Principal A :count and Bond Retirement Account are
to be invested in Government Obligations maturing on or before 30 days after the respective dates when
such moneys will be required for the purposes intended, provided that any such investment of moneys in
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the Interest Account representing i~*erest capitalized from the pro.ceds of Bonds may be in Investment
Sccurities.  Moneys in the Reser.. .acount not required for immediate disbursement are to be invested
in Government Obligations maturing or redeemable within 7 years from the date of investment. Moneys
in the Fuel Tund and Reserve and Contingency Fund not required for immediate disbursement are to
be invested in Investment Securities maturing or redeemable within 7 years from the date of investment.
Moneys in the Construction Fund are to be invested in Investment Securities maturing or redeemable
within 7 years of the date of investment. (Res. Secs. 1.1, 6.1, 6.7, 69).

Excess Moneys: Moneys and the value of Government Obligations in the Reserve Account in excess
of the amounts required to be maintained in the Reserve Account con.titute “excess moneys” in respect
of such Account; moneys and the value of Investment Securities in excess of $3,000,000 plus the com-
mitments or obligations incurred by or the requirements of the Supply System for any of the purposes for

which the Reserve and Contingency Fund may be used constitute “excess moneys” in respect of such
Fuad.

If as of any June 30 excess moneys exist in the Reserve and Contingency Fund, such mone; < shall
be paid proportionately into the Reserve Account and the re-erve account for any series of additional

bonds to the extent of any deficiency therein, and the balance of such excess moneys shall be paid into
the Revenue Fund; and .

Prior to September 1, 1982, or the Date of Commercial Operation, whichever is earlier, excess
moneys in the Reserve Account shall be paid into the Construction Furd. If as of any June 30 following
September 1, 1982, or the Date of Commercial Operation, whichever is earlier, excess moneys exist in
the Reserve Account, such moneys shall be paid proportionately into the reserve account for any series
of additional bonds to the extent of any deficiency therein, and the balance of such excess moneys shall
be paid into the Revenue Fund.

If as of any June 30 following September 1, 1982, or the Date of Commercial Operation, whichever
is earlier, there shall exist in the Revenve Fund, after giving eflect to any transfer of excess moneys from
the Reserve Account and the Reserve and Contingency Fund to such Fund, an amount which exceeds
the Supply System’s required amount of working capital, the amount of such excess is to be applied to
raduce annual power costs under the Net Billing Agreements.  The “required amount of working capital”
shali be $3,000,000 or such greater amount as may be decided upon by the Supply System and iSonne-
ville with the approval of the Consulting Engineer. In addition, if the Supply System and Bonneville
agree, all or any part of such excess over required working capital may “e applied to paying the System’s
Ownership Share of making repairs, renewals, replacements, additions, betterments and improvements
to, and extensions of, the Project, the purchase or redemption of Bonds and additional bonds; or for

other purposes in connection with the Supply System’s Ownership Share of the Project. (Res. Secs. 6.2,
65, 6.6).

Certain Covenants

Certain covenants of the Supply System with the holders of the Bonds and the holders of additional
bonds are summarized as follows:

The Proiect: The Supply System will, subject to the Ownership Agreement and the Project Agree-
ment, complete construction of the Project at the earliest practicable time, operate the Project and the
business in confiection therewith in an efficient manner and at reasonable cost, maintain the Project in

good condition and make all necessary and proper repairs, renewals, replacement, additions, extensions
and bettermer s to the Project. (Res. Se¢. 9.1).

Rares: The Supply System will dispose of all capability of and power and energy from the Supply
System’s Ownership Share of the Project solely for the benefit and account of the Supply System’s Owner-
ship Share of the Project and pursuant to the provisions of the Net Billing Agreements and the Power
Sales Agreement; and the Supply System will maintain and collect rates and charges for power and
energy, including capability, and other services, facilities and commodities soid, furni hed or suppiied
through the Project, which will be adequate, whether or not the geneiation or transmission of power by
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the Project is suspended, interrupted or re lucc ! for any reason whatever, to provide revenues sufficient,
among other things, (i) to pay the Supply System’s Ownership Share of the expenses of operating and
maintaining the Project, (ii) to make the required payments into the Bond Fund and any special funds
for additional bonds, and (1i1) to make the required payments into the Fuel Fund and Reserve and Con-
tingency Fund. (Res. Secs. 9.2, 9.3).

Net Billing Agreements, Project Agreement and Ownership Agrecrient: The Supply System will
not voluntarily consent to any amendment or permit any rescission of or take any action under or in
connection with the Net Billing Agreements, Project Agreement or Ownership Agreement which will in
any manner impair or adversely affect the rights of the Supply System or of the Bondhclders; or take
any action under or in connection with the Net Billing Agreements which will reduce the payments
provided for therein. (Res. Sec. 9.4).

Disposition of Properties: The Supply System will not sell, mortgage, lease or otherwise dispose of
its Ownership Share of any properties of the Project unless (a) simultaneous provision is made for the
retirement in full of the Bonds and any additional bonds or (b) the properties to b disposed of are
unserviceable, inadequate, obsolete or no longer recuired for use in connection with the Project, in which
case $100.000 of the moneys received therefor are to be transferred to the Reserve and Contingency Fund
ind the balance is to be paid proportionately into the 3ond Retirement Account and bond retirement
accounts created for additional bonds, unless such disposition is in connection with the rcplacement of
such properties or the disposition of Fuel, in which case all moneys reccived from such disposition are
to be transferred to the Reserve and Contingency Fund or the Fuei Fund, respectively, or (¢) the transfer
of such properties in whole or in part is by operation of law, in which case moneys received therefor are
to be paid proportionately into the Bo..d Retirement Account and bond retirement accounts for additional
bonds. Notwithstanding clauses (b) and (¢) above, moneys received by the Supply System prior to the
Date of Commercial Operation as a result of any sale, lease, transfer or other disposition of propertics
specified in such ¢clauses shall be transferred to the Construction Fund. (Res. Sec. 9.7).

Insurance: The Supply Sistem will keep its Ownership Share of the Project insured, to the extent
such insurance is available at reasonable cost: against risks of direct physical loss or damage to or
destruction of the Project, accidents, casualties, or negligence, including liabuity insurance and employer's
Lability, at least to the extent that similar insurance is usually carried by private utility corporations
operating like properties.

In the event that any loss or damage to the properties of the Project covered by such insurance
cccurs during the Period of Construction the Supply System is to transfer the insurance proceeds, if any,
in respect of such loss or damage to the Construction Fund: ary insurance proceeds reccived by the Supply
System in respect of such loss or damage occurring thereafter are to be transferred into the Reserve and
Contingency Fund or, in the case of insurance covering loss or damage to Fuel, to the Fuel Fund.
(Res. Sec. 9.8),

Boo s of Account: The Supply System w !l keep proper books of account, showing its Ownership
Share of the Project as a separate utility system, in accordance with the rules and regulations of the Divi-
sion of Municipal Corpor:tions of the State Auditor's office of the State of Washington and in accordance
with the Uniform System of Accounts prescribed by the Federal Power Commission. Such books of
account are to be audited annually by a firm of independent certified public accountants of national
reputatiof.  Bondholders may obtain copies of the annual financial statements showing the financial
sondition of the Supply System’s Ownership Share of the Project and the annual audit report by sending
a witi “en request thorefor to the Supply System. (Res. Sec. 9.9).

Cen dting Engineer: The Supply System will retain a nationally recognized independent consulting
engineer ur engineering firm to render continuous engineering counsel in the operation of the Project.
In addition to his other duties, the Consulting Engineer shall prepare, not later than 18 months after the
Date of Commercial Operation. and each 3 years thereafier, a r.port based upon a survey of the Project
and the operation and maintenance thereof. Each report is to show, among other things, whether the
S pply system has sati factonly performed and compl ..’ with certain covenants in the Resolution. The
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Consulting Engineer is also required to report to the Bond Fund Trustee and the Supply System upon
the economic soundness and feasibility of all contemplated renewals, replacements, additions, better-
ments and ir prove ents to, and extensiors of, the Project involving the expenditure of $500,000 or
more. The Consulting Engineer is also required to file annually a certificate with the Bond Fund Trustee
describing the insurance then in effect and stating whether or not such insurance complies with the
requirements of the Resolution. In the event of any I ss or damage in excess of $500,600, whether or
not covered by isura ce, the Consulting Engineer is to ascertain the amount of such loss or damage
and (cliver to the Supply System a certificate setting forth the amount and nature of such loss or damage,
together with recommendations as to whether or not such loss or damage should be replaced or repaired.
Copics of any such triennial report, annual certificate as to insurance, or certificate in respect of any
such loss or damage will be sent to Bondholders filing with the Supply System written requests therefor.
(Res. Secs. 9.8, 9.9, 9.10).

Events of Default; Remed' s

Under the Resolution, the happenirz of one or more of the following events constitutes an Event
of Default: (i) default in the performance of any obligation with respect to payments into the Revenue
Fund; (ii) default in the payment of the principal of or default for 30 days in the payment of interest on
any Bonds; (iii) default fr 90 days after written notice o the Supply System in the observance and
penormance of any other of the covenants, conditions and agreements of the Supply System in the
Resolution; (i) the sale or conveyance of the Supply System's Ownership Sh: * of any properties of the
Project except as permitted by the Resolution or the forfeiture through fault ot the Supply System of any
license, franchise, permit or other privilege necessary or desirable in the operation of the Project; and
(v) certain events in connect: 'n with the bankruptcy, insolvency or reorganization of the Supply System.
(Res. Sec. 11.1). .

In case an Event of Default has occurred which has not been cured, the Bond Fund Trustee is
required to exercise such of the right- and powers vested in it by the Resolution and use the same degree
of care and skill in the exercise thereof as a prudent man would exercise or nse under the circumstances
in the conduct of his o n affairs. (I.es. Sec. 7.5).

If an Event of Default shall have occurred, and shail not have been remedied, the Bond Fund
Irustee or the holders of 209 in principal an.ount of the Bonds and additional bonds then outstanding
may declare the principal of all Bonds and additional bonds and the interest accrued thereon to be
immec ately due and pa)able, but such declaration may be annulled under certain circumstances. (Res.
Sec. 11.1). ’

After the « ccurrence of an Event of Default and prior to the curing of such Event of Default, the
Bond Fund Trustee may, to the extent permitted by law, take possession and control of the Supply
€ ster s O nership Share of the Project and operate and maintain the same, prescribe rates for capa-
bility or power sold or supplied through the facilities of the Supply System’s Ownership Share of the
Project, collect the gross revenues resulting from such operation and perform all of the agreemeants and
covenints contained in any contract which the Supply System is then obligated to perform. Such gross
revenues, ~[ter payment of operiting expenses, shall be applied to the payment of principal of and
interest on the Bonds and additional bonds. After all sums then due in respect of the Bonds and addi-
tic 12l bonds have beén paid, and after all Events of Default have been cured or secured to the satis-
faction of the Bond Fund Trustee. the Bond Fund Trustee is required to relinquish possession and con-
trol of t! 2 Supply System’s Owner Liip Share of the Project to the Supply System. (Res. Secs. 11.3, 11.4).

The Resol ‘ion empowers the Bond Fund Trustee to file proofs of claims for the benefit of the
holdirs of the | 'nds ond additional bonds in bankruptey, insolvency, or reorganization proceedings
and to institute suit for the collection of sums due and unpaid in connection with the Bonds, to enforce
specific performance of covenants contained in the Resolution or to obtain injunctive or other appro-
priate relief for the protection of the holders of the Bonds and additional bonds. (Res. Sec. 11.4).
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The holders of a majority in principal amount of the Bonds and additional bonds at the time out-
s wn: have the right to direct the time, method and place of conducting any proceeding for any
remedy available to the Bond Fund Trustee, or exercising any trust or power conferred upon the Bond
Fund Trustee, but the Bond Fund Trustee must be provided with reasonable security and indemnity
and also may decline te follow any such direction if it shall be advised by counsel that the action or
proceeding so directed may not lawfully be taken or if it in good faith determines that the action or
proceeding so directed would involve it in personal liability or that the action or proceeding so directed
would e un ustly prejudicial to the holders of Bonds or additional bonds not parties to such direction.
No holder of Bonds or additional bonds has any right to institute suit to enforce any provision of the
Resolution or the execution of any trust thereunder (except to enforce the payment of principal or interest
install nents as they mature), unless the Bond Fund Trustee has been requested by the holders of not
less than 209 in principal amount of the Bonds and additional bonds then outstanding to exercise the
powers granted it by the Resolution or to institute such suit and unless the Bond YFund Trustee has refused
or failed, within 60 days after the receipt of such request and after having been offered adequate security
and indemnity, to comply with such request. In the event the Bond Fund Trustee has failed or refused
to comply with the aforesaid request, the Resolution provides for the creation of a “Bondholders’ Com-
mittee”. (Res. Secs. 11.4, 11.5). oA

The enforceability of rights under the Resolution may be subject to judicial discretion and to valid
bankrupicy, insolvency, reorganization, moratorium and other laws for the relief of debtors.

Amenments; Supplemental Resolutions

Any amendment to the Resolution may be made by the Supply System with the consent of the
holders of 6623% in principal amount of the Bonds and additional bonds then outstandiug and with
*he consent of the holders of 6623 % in principal amount of the outstanding Bonds and additional bonds

“zh are adversely affected by an amendment which does not equally affect all such outstanding Bonds
arc additional bonds, provided that no such amendment shall permit a change in the date of payment
of principal of or any installment of interest on any Bond or additional bond or a reduction in the
principal or redemiption price thereof or the rate of interest thereon without the consent of each holder
cf Bonds cr additional bonds so affected. (Res. Article XII).

Without the consent of any holder of Bonds or additional bonds, the Supply System may adopt
supplemental resolutions: to authorize the issuance of subsequent series of Bonds or additional bonds;
1o add t> the covenants of the Supply System contained in, or to surrender any rights reserved to or
conferred upon it by, the Resolution: to add to the restrictions contained in the Resolution upon the
issuance of ndditional indebtedness: to confirm as further assurance any pledge under the Resolution
¢f the revenues of the Supply System’s Ownership Share of the Project or other moneys; otherwise to
modfy any of the provisions of the Resolution (but nd such modification may be effective while any of
t'¢ Bonds or additional bonds theratofore issued are outstanding): or to cure any ambiguity or defect
¢r inconsistency in the Resolution, or to insert such provisions clarifying matters or questions arising
under the Resolution as are necessary or desirable and either not adverse to the rights and interests of

the Dondhelders or not contrary to or inconsistent with the Resolution, provided that the Bond Fund
Trustee shall consent thereto. (Res. Article X). .

Supplemeptal Resolution No., 804

Under the provisions of Supplemental Resolution No. 804 adopted April 13, 1976, the Supply
System has reserved the right to convert the Project from a nuclear thermal generating plant to a fossil
fuel generating plant consisting of one or more units of a maximum rated capacity not to substantially
exceed the rated capacity of the Project. This change would be subject to the approval of Bonneville
and each Participant and Company as well as the consent of 6635 % of the holders of the $150,000,000
Series 1975 Bonds heretofore issued for the “roject, and review by the appropriate committees of
Congress. The Supply System has covenanted that it will not authorize the change if it would affect the
tax exempt status of the Bonds. The holders of the 1977 Bonds, the Series 1976 Bonds and subsequent
Bonds wou'ld not be required to approve such change in the Project.
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Defeasance

The obligations of the Supply System under the Resolution shall be fully discharged and satisfied
as to any Bond and such Bond shall no longer be deemed to be outstanding thereunder when payrient
of the principal of and the applicable redemption premium, if any, on such Bond plus interest to the due
date thereof (a) shall have been made or cau.ed to be made in accordance with the terms thereof, or (b)
shall have been provided by irrevocably depositing with the Bond Fund Trustee or the Paying Agents
therefor in trust solely for such payment (i) moneys sufficient to make such payments or (ii) Government
Obligations maturing as to principal and interest in such amounts and at such times as will insure the availa-
bility of sufficient moneys to make such payment, and, except for the purposes of such payment, such Bond
shall no lenger be secured by or entitled to the benefits of the Resolution; provided that, with respect t0
Bonds whi.% by their terms may be redeemed or otherwise prepaid priot to the stated maturities thereof but
are not then redeemable, no deposit under (b) above shail constitute such discharge and satisfaci < n unless
such Bond sha'l have been irrevocably called or designated for redemption on the first date thereater such
Bond may be redeemed in accordance with the provisions thereof and notice of such redemption shall
have been given or irrevocable provision shall have been made for the giving of such motice. (Res.
Sec. 14.2).

LITIGATION
Supply System

Thers is no litigation pending or, to the knowledge of the Supply System, threatened, question-
ing the corporate existence of the Supply System, or the title of the officers of the Supply System to their
respective offices, or the validity of the 1977 Bonds, or the power and authority of the Supply System to
issue the 1977 Bonds, or the validity of the Net Billing Agreements, the Power Sales Agreement, the
Project Agreement or the Ownership Agreement, or the power and authority of the Supply System to
£x, charge and collect rates for the sale of power, encrgy. and capability from the Supply System's
Ownership Share of the Project as provided in the Resolution.

Equal Employment Opportunity

Four claims against the Supply System have be~n filed with the Federal Equal Employment Oppor-
tunity Commission alleging sex or race discrimination in its hiring and promotion practices. One of the
claims has been administratively dismissed. The claimant whose claim was dismissed has also filed a
similar charge with the United States General Services Administration ("GSA™) which has co~menced
an iavestigation of the Supply System's compliance with the provisions of Executive Order 11246 of
September 24, 1965. The same claimant has also commenced a lawsuit against the Supply System
based on such claim in the Federal Court for the Eastern District of Washington.

The Supply System has been granted by the Director, Office of Contract Compliance, U. S. Depart-
ment of Labor, a limited exemption from the cancellation, termination and suspension provisions con-
tained in the Net Billing Agreements and the Project Agreement. In the opinion of Bond Counsel
and Special Ceunsel to the Supply System and General Counsel to Bonneville, the obligations of Bonneville,
the Participants and the Supply System under the Net Billing Agreements and the Project Agreement
would remain in fu'l force and effect regardless of any action by GSA.

Grays Harbor County

On October 10, 1975, a law suit was filed by three indivicual residents and taxpayers of Grays Harbor
County against Grays Harbor County, Washington, and its Commissioners (“Grays Harbor™) in the
Superior Court of the State of Washington for Grays Harbor County in which plaintiffs prayed that the
court declare Grays Harbor's actions in connection with its sale of certain real estate to the Supply
System whoily void on several grounds. In early 1976, the court entered an order dismissing a portion
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of plaintiffs’ claim and no further action has been taken in this matter by the plaintiffs although the
matter is still pending.

The land acquired from Grays Harbor is not part of the Project site; however, the Supply System
has exchanged it for certain land within the Project site area. The Supply Syst'm also has the power to
acquire land needed for the Project site by purchase or condemnation.

Special Counsel to the Supply System is of the opinion that the said litigation is without substantial
merit.

Comptroller of the Currency Ruling

On August 27, 1975, the Comptroller of the Currency issued a ruling that the $175,000,000 Wash-
ington Public Power Supply System Nuclear Project No. 1 Revenue Bonds, Series 19785, are eligible
for purchase. dealing in. underwriting and unlimited ho'ding by national banks. It is expected that
certain national banks will participate in bidding for the 1977 Bonds based upon that ruling. In 1975
the Supply System was advised that certain firms of investment bankers, acting independently or jointly,
were considering whether or not to institute litigation to contest such ruling.

REGISTRATIO v OF THE 1)77 BONDS BY ST .TE AUDITOR

The 1977 Bonds will be registered by the State Auditor of the State of Washington, and a certificate
of such registration signed by the State Auditor or a Deputy Sta.c Auditor will be endorsed upon cach
Bond in accordance with the pre ‘isions of Section §4.24.070 of the Revised Code of Washington, made
applicable to the Supply System by the Revised Code of Washington, S. . tion 43.52.3411. Such Section
54.24.070 provides, in part, that any revenue obligations after having been so registered and bearing
such certificate, shall be held in every action, suit or proceeding in which their validity is or may be
brought into question prima facie valid and binding c'vigations in accordance with their terms.

PROPOSED LEGISLATION

'chis'!:mon has been introduced in the. United States Congress implementing portions of the
President’s announced energy conservation program. This program would include proposals to restructure
clectric rate schedules; require stricter safety medsures at nuclear generating units; impose taxes relating
to utilization of oil and gas for electric generation: raise the prices for certain oil and natural gas supplies;
increase the utilization of coal by electric utilities; defer developm. nt of breeder recctors and commercial
reprocessing and recycling of spent nuclear fuel: re-e.zluate nuclear waste storage methods; reduce the
time periods required for licensing light-water nuclear reactors: recuire utilities to assist customers in the
installation and financing of home insul tion; and set higher etficiency standards for home appliances using
clectricity and gas. An analysis of the impact of this program must await the final adoption of any
legislation and implementing regulations.

APPROVAL OF LEGAL PROCEEDINGS

Wood Dawson Love and O Brien, New York, New York, Bond Counsel to the Supply System, and
Houghton Cluck Coughlin & Riley, Seattle. Washington, Special Counsel to the Supply Svstem, will
render opinions with respect to the validity of the 1977 Bonds, the Net Billing Agreements, the Project
Agreggent and the Ownership Agreement.  Copies of the opinions they propose to render are appended
hereto as Exhibit IV,

TAX EXEMPTION

In the opinion of the above named Counsel, the interest on the 1977 Bonds will be exempt from
federal income taxation under existing laws, regulations and rulings issued by the Internal Revenue
Service.

CERTIFICATION AS TO OFFICIAL STATEMENT

The System will confirm to the successful bidder for the 1977 Bonds, by a certificate signed on its

behalf by the Managing Director of the System and dated an ' delivered on the date of delivery of and
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payment for the 1977 Bonds, that on the date of this Official Statement and on the date of such certificate

(i) the description: and statements of or pertaining to the Supply System contained in this Official

Statement were and are true and correct in all material respects; (ii) insofar as the Supply System and its
affairs, including its £ 1ancial affairs, are concerned. this Official Statement did not and does not contain

- an untrus statement of a material fact or omit any statement or information which is necessary to make
the sttements therein, in the light of the circumstances under which they were made, not misleading;

and (iif) insofar as the descriptions and statements, includin 3 fi iancial data, of or pertaining to Bonneville

-and other governmental bodics, and non-governmental bodics, and their activities contained in this Official
Statement are concerned, such descriptions, statements and data have beea obtained from sources which

the Supply System believes to be reliable and the Supply System has no reason to believe that they are
untrue in any material respect.  There will al<o be delivered to such bidder on the date of delivery of

the 1977 Bonds a certificate of the Bonneville Power Adm nistrator, dated such date, that on the date

of this Official Statement and on the date of such certificate the descriptions and statements, including
fi ancial stutements, of or pertaining to Bonneville contained in this Official Statement were and are
true and correct in all material respects and that insofar as Bonneville and its affairs, including its financial

atiairs, are concerned, this Official Statement did not and dozs not contain an untrue statement of a material

fict or omit cny statement or information which is necessary to make the statements therein, in the

light of the circumstances under which they were made, not misleading.

RATINGS
As noted on the cover page of this Official Statement, Moody's Iavestors Service, Inc. and Standard &
Poor's Corporation have given the 1977 Bonds ratings of . . and . .. raspectively. Ratings were applied
for by the Supply System and certain information was supplied by the Supply System to such rating agancics

1o be considered in evaluating the 1977 Bonds. Such ratings reflect only the respective views of such rating
agencies, and an explanation of the significance of such ratings may be obtained only from the rating agency
furnishing the same.  There is no assurance that either or both of such ratings will be retained for any given

period of time or that the same will not be revised downward or withdrawn entirely by the rating agency
furn hing the same if, in their judgm :nt, circumstances so warrant. Any such downward revision or with-

drawal of such ratings, or cither of them, may have an adverse effect on the market price of the 1977

Bonds.
MISCELLANEOLUS

The references, excerpts, and summaries contained herein of the Net Billing Agrecements. the Project
Agreement, the Ownership Agreement and the Resolution do not purport to be complete statements of
the provisions of such documents and refersnce should be made to such documents for a full aad com-
picte statement of all matters relating to the 1977 Bonds, the basic agreements securing the 1977 Bonds
and the rights and obligations of the holders th.reof. Copies of the forms of Net Billing Agreemens,
Project Agrezment and Ownership Agreement are avuilable upon request at the office of the Supply
Systm in Richland, Washington.

The authorizations, agreements and covenants of the Supply System are set forth in the Resolution,
and neither this Official Statement nor any advertisement of the 1977 Bonds are to be construed as a
contract with the helders of the 1977 Bonds. Any statements made in this Official Statement invols ing
matters of opinion or of estimates, whether or not expressly so identified, are intended merely as such and
not as representations of fact.

Bounaville has furnished the information contained under the caption “Bonneville Power Adminis-
tration™ and the information p:rtaining to Bonneville under the captioa “Power Supply in the Pucific
Nocthwest and the Hydro Thermal Power Progrim” and in Exhibit VI, The Consulting Engineer has
furnished the balance of the information ¢ontained under the latte, caption.

The delivery of this Official Statement has been duly authorized by the Supply System.

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

By /s/ Eowiv W. TAYLOR
Secretary
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EXHIBIT 1

WASHINGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR PROJECT NO. 3

The Participants, the Companies, their customers and gross reveaues, and Shares of the Project capability,

Participant
City of Albion, Idaho . .. ...oovvvvrivnnrrmernenenennennnn
City of Bandon, Oregon . ...........covvviinneinennnnns
Public Utility District No. 1 of Benton County, Washington . ...
Benton Rural Electric Association ...............0000vnn..

Cityof Burley, 18200 ... ....co0virurvnesivnnssnes R
City of Canby, Oregon ........oivirvnrnrrnnvenennns ok

Central Electric Cooperative, Inc. ........................
City of Centralia, Washington . .........oovvviiininnnnn,
Central Lincoln People’s Utility District .. .................
Public Utility District No. 1 of Chelan County, Washington . . . .
City of Cheney, Washington ...............00vvirvnnn..
Public Utility District No. 1 of Clallam County, Washingten . . .,
Public Ltility District No. 1 of Clark County, Washington . . ...
Clatskanie People's Utility District .. .......o00vveennnnnnn,
Clearwater Power Company . ......ovvvvvnnnnrinsinnnn.,

Columbia Power Cooperative Association ....... ..........
Columbia Rural Electric Association, Inc. ..................
Censolidated Irrigation District No. 19, Washington ..........
Consumers Power, InC. . .....oovvviinnneninnennnnnn s,
Coos-Curry Electric Cooperative, In¢. ................ ¥ b ey
Cizy of Coules Dam, Washington . ........................
Pubdlic Utility District No. 1 of Cowlitz County, Washington . . . .
Cityof Declo, Idaho . .........ovvviiiinenninnnnnn,
Public Utility District No. 1 of Douglas County, Washington . , .
Deuglas Electric Cooperauve, Inc. ........................
SRS IR SOOI « x5 5t 6450 5 3 n s a5 e s e s

City of E!lensSurg. Washington ....................00u0
Fall River Rural Electric Cooperative, Inc. .................
FumersEleetrie Co, Ltd. ..o,
Punlie Utility District No. 1 of Ferry County, Washington . .. .,
Flathead Electric Cooperative, Inc. .......................
City of Forest Grove, Oregon . .............0oo0vvrvnonnn..
Putlic Utility District No. 1 of Franklin County, Washington . . .
Putiic Utility District No. 2 of Grant County, Washington . .. ..
Pubiic Utility District No. 1 of Grays Harbor County, Washington
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1976 Statistics Participants’

Customers Revenues l”sl.-‘la;;‘l( A)
148 § 32,664 00003
1,829 543,327 00066
20,930 3,177,175 02523
6,258 2,166,046 .00524
5.087 3,368,671 00052
2,165 1,131,749 00272
1,415 384,184 00064
1,689 516,045 00059
4,145 1,251.628  .00057
2.4%9 843,691 00097
727 293424 00029
7,031 2,412,870 .00870
6,813 1,613,772 .00104
19,826 8,305,122 01934
20,991 7,343,637  .00335
2,726 835,170 00302
12,788 4.683.098 00317
64,475 21,585,668 09635
2,653 2,540,380 00344
6,162 2,022,558 .00423
3,404 1,447988 00152
1,377 479.467 00035
2,140 1.462.943. 00931
1 12,780  .00006
11,084 4,227,570 01226
9,191 3344845 00337
55§ 200,731 00022
32,262 17,501,700 02939
78 28,889 00009
8,638 4,222,009 .00068
6,188 1,843,162 .00447
581 255,941 00036
385 125,120 00020
4914 1,444980 00409
4,999 1,806,037 .00069
237 49428 00010
1,715 743,385 00070
4919 1,362,597 00229

4,714 1,300,871 .00000(B)
11,876 4 890988 00629
23,170 12.540,752 00325
30,066 13,239,350 02163



EXHIBIT I - (Continued)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR PROJECT NO 3

The Participants, the Companies, their customers and gross revenues, and Shares of the Project capability,

Participant
Harney Electric Cooperative, Inc. . .........coviiiiiniinns
City of Hexburn, Id2ho ... ... coiiiiiviiiiiiionanen,
Hood River Elcctric Cooperative, Oregon .........ocovevnnn
Idaho Ccunty Light & Power Cooperative Association, "nc. ... .
City of Idaho Falls, Idaho .........coiiivieeiannns ea e RS
'nland Power & Light Company .......covvvvneuriiinnnnns
Public Utility District No. 1 of Kittitas County, Washington . . ..
Public Utility District No. 1 of Klickitat County, Washington . ..
Kootenai Electric Cooperative, Inc. . .......oovviivnies ouus
| Lane County Electric Cooperative, Inc. .........occvvunnin.
- Public Utility District No. 1 of Lewis County, Washington . ...
Lincoln Electric Cooperative, Inc. (Montana) ..............
Lincoln Electric Cooperative (Washington) ..........o00is
Lost River Electric Cooperative, In€. . ...ocovvvvvvvnivnsins
Lower Valley Power & Light, Inc. . ...oovviiiiniiiasiivens
Public Utility District No. 1 of Mason County, Washington .
Public Utility District No. 3 of Mason County, Washington
Tosn of McCleary, Washington
City of McMinnville, Oregon . ....c.oovviverrsnnias - Sk
Midstate Electric Cooperative, Ine. «vvvveivisssdnivrsis X
| City of Mil:on-Freewater, Oregon
City of Minidoka. Idaho

......

........................
...............................

..........................

City of Monmouth, Oregon .......ccoivvevasvsvrsrsnssns
Nespelem Valley Electric Cooperative, Inc. . ...............
Morchars Lights, IBE <o ocriveorvsvswunsvrrerrnns conn 1
| Northern Wasco County People’s Utility District . ...........
Okanogan County Electric Cooperative, Inc. ... ... v in R
Public Utility District No. 1 of Okanogan County, Washington . .
| Orcas Power and Light Company ......coccoivvvnvcninens
Public Utliity District No. 2 of Pacific County, Washington . ...
Public Uiility District No. 1 of Pend Oreille County, Washington
City of Port Angelgs, Washington . ........ocivvviiiinnians
Prairie Power Cooperative, InC. .......cocvivivrennss 5 ie
Raift River Rural Electric Cooperative, Inc. ......cvvvvvuiins
| Ravalli County Electric Cooperative, Inc. ........o0ivivens

City of Richland, Washington , ... ....iovevisorvarcosrirni
Riverside Efectric Company, Lt ... ..o oiivoisnninnnvs
City of Rupert, l1daho

...................................

B Bl COMDORY . . i o viiee s s nn s as snn s g nyan
BAIORE EIRCEIRY « « o550 205 50300 5 41670 Bibs6 34D BREEE 54050 8 e
Salmon River Electric Cooperative, Inc. .. ... L PR

53

1976 Statistics Participants’

Shares

Custo ners Reyvenues 1982-1983(A)
2062 $ 1,363,700 .00039
863 619,479 .00063
2.341 890,462 00238
1,857 514,330 .00047
14,325 4,775,861 00254
15.177 5,351,403 01453
1335 §10,043 00126
6,356 2,478.021 00309
5,736 1,638,836 .00351
8,143 2,835,896 .00582
17,078 5,787.433 00661
1,734 704,533 00134
1.661 1,130,404 00100
1.550 661.170 00048
g.149 2,748,991 00379
3,039 72.477 00101
» 14,026 3,913,665 00928
679 267,839  .006G2S
6374 2,175,489 00276
5,183 1,553,715 00367

3,589 §91,304 00000(c¢)
65 11,597 L000C 1
4.608 1,348, 856 00288
2,283 £47,921 00204
[.084 405,412 00090
6,754 2,072,633 00358
7.670 1,467,510 00103
1.177 278,286 .00023
12.584 31814,144 00177
4.295 1,463,663 00423
11,599 2933987/ 00522
2,992 1,245,218 00036
7,498 31229,766 .00256
396 153077 00020
2.061 1,547,465 00239
2674 900,136 00319
11.568 4,183,844 00704
p 4 62,621 00019
2.299 637,681 00043
2.149 720,436 00309
7.961 2,007,410 .00692
1,411 495,788  .00044




EXHIBIT I — (Continued)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR PROJECT NO. 3

‘The Participants, the Companies, their customers and gross revenues, and Shares of the Project capability,

P.lkla_ﬂ

City of Seattle, Washington . ..............cc00ivvnnnnen.
Public Utility District No. 1 of Skamania County, Washington . .
Public Utility District No. 1 of Snohomish County, Washington .
South Side Electric Lines, I06. .. ....covvuiineriisissnnass
City of Springfield, Oreg 1 .........0viiiiiniiinnnrvnennn
City of Sumas, Washingon .............cooiiiiininnnn,
Surprise Valley Electrification Corporation . ................
City of Tacoma, Washington ............o00tinvnnnnnns.
oo e e S T e ol M
Tillamcok People’s Utility District, Oregon .................
Umatilla Electric Cooperative Association ..................
Unity Light and Power Company . ..............ccovvunnn.
Vera Irrigation District No. 15, Washington . ...............
Vigilante Electric Cooperative, Inc. ...............00vvunn.
Public Utility District No. 1 of Wahkiakum County, Washington
Wasco Electric Cooperative, Ine. . ..........coivvvernnnn.
Wells Rural Electric Company . ..........oovvviiinnnnn.
West Oregon Electric Cooperative, Inc. ........ e b A L
Public Utility District No. 1 of Whatcom County, Wash agton .,

Total Participants (103) .............. 5o a w0k

Company
Pacific Power & Light Company . ...........ovvvuneunrnnns
Pirtland General ElectricCompany . ..............: P Elg ilmy
Puzet Sound Power & I ightCompany .....................
The Washingtc 1 Water Power Company .. ................
Total Companies (4) ........oovvivrinenrnnn.

1976 Statistics Participants’
Shares

Cu tomers Revenues 1982-1983(A)
273,483 $ 79,193926 .08218
3,382 1,167,963 00145
114,083 41,123,926 .16846
456 249.037  .00057
16,784 6,090,507 .00028
333 94025 .00007
3,126 1,076,066  .00068
90,858 48222894 02131
866 321,434  .00059
13,347 3504726 .00325
6,014 4629247 01027
1.354 481964 00193
3,700 979.359 00181
3,658 1,098,737 00046
1,663 §57.317 00109
2813 1,028,105 00158
1.879 8RR 187 00172
2,999 620,001 00160
| 489,520 00337
1,107,560 $460,312,026 70000

1976 Statistics
Ownership

Customers Revenues. Shares
607,394 $316.197.678 10000
412,556 217,786,708 10000
424 419 191,088,435 05000
197,742 92,188,559 05000
1,642,131 $817,261,380 30000

(A) Participants’ Shares of the Supply System's 70% Ownership Share of the Project capability.

Participants’ Shares vary from year to year prior to July 1,1986.

(B) Has .00000 Participant’s Share until Tuly 1, 1986 and .00091 Participant's Share thereafter.
(C) Has .C0000 Participant’s Share until July 1, 1986 and .00002 Participant's Share thereafter,



EXHIBIT il

R.W. Beck AND ASSOCIATES

ENGINEERS AND CONSULTANTS
SEATTLE, WASHINGTON
DENVER, COLORADO
. PHOENIX, ARIZONA
5 A NS St ORLANDO, FLORIDA
heNg SEATTLE, WASHINCTON 98101 COLUMBLS, NEBRASKA
ENT TELEPHONE 206-622-5000 WELLESLEY, MASSACHUSETTS

INDIANAPOLUS, INDIANA

July .., 1977

Board of Directors

Washington Public Power Supply System

Post Office Box 968 .
Richland, Wa:'iington 99352

Gentlemen:
Subject: Consulting Engineer’s Report
Washington Public Power Supply System
Nuclear Project No. 3

resented herewith is a summary of our analyses, investigations and studies with respect to the
proposal by ' & Washington Public Power Supply System (the “Supply System™) to issue $230.000.000
of its Washing:on Public Power Supply System Nuclear Project No. 3 Revenue Bonds, Series 1977 (the
“1977 Bonds”) in accordance with its Resclution No. 775 and supplemental resolutions (“Bond
Resolution™), for the purpose of paving a portion of the Supply System’s Ownership Share of the
costs of acquiring and constructing a nuclear-fueled electric generating plant of approximately 1,240,000
Milowatts and related facilities known as Washington Public Power Supply System Nuclear Project
No. 3 (the "Project™). The Supply System has previously issued $250.000 000 of its Nuclear Project
No 3 Revenue Bonds in two series: Series 1975 and Series 1976, The Supply System’s present rinancing
program provi '=s that additional bonds (which together with the 1977 Bonds and previcusly issued bonds
are hereinafter referred to as the “Bonds™) will be issued at later dates and in amcunts necessary to
pav the Surply System’s share of the cost of completing the Project and placing it into operation.

The Supply Svstem has entered into an agreement (the “Ownership Agreement”) with Pacific
Power & Liz « Company, Portland General Electric Company, Puget Sound Power & Light Company
and The Washington Water Power Company (the “Companies”) which provides for ths acquisition,
construction, operation and ownership, as tenants in common, of the Project. Under the Ownership
Agreement each party will be responsible for providing for its ownership share of the costs of con-
struction and operation of the Project and will be entitled to its ownership share of the Project’s capability.
The parties to tire Ownership Agreement have designated the Supply System to act as their agent to con-
struet, operate and maintain the Project.  Under the Ownership Agreement the parties will have owner-
s! ip shares as follows:

Percentage

Ownership
Share
Supply System .......... e et i 70%
Pacific Power & Liéht Congany s AU A e v 5 10%%
Portland General Electric Company . ........... LI b E N 107%
Pu :et Sound Power & Light Company ..... .............. 5%
The Washington Water Power Company . ........ TS 5%
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The Supply System

The Supply System is a municipal corporation and a joint operating agency organized under the
laws of the State of Washington and has, as members, 19 public utility districts and 3 municipalities all
located within the State of Washington. The Supply System has the authority to acquire, construct
an | operate plants, works and facilities for the generation and transmission of electric power and energy,
as well as to make surveys, plans, investigations or studies in connection therewith,

The Supply System is operating a 27,500 kilowatt hydroelectric project and a 860,000 kilowatt
steam-electric generating project and, including the Project, has under construction five lar_ ¢ nuclear
projects.

The following table shows the status, schedule and estimated financing for the Supply System's
projects:

Estimated

Bonds Additi.0al Total
Initial Issued Financi Fina

(Buﬂh Size(1) to Date Requi R;z;m

Project Location ate (1) MW ~ (000) (000) (000)(1)
Packwood Packwood June 1964 278 ¢ S 13,700 $ — S 13,700
Hanford(2) Hanford  November 1966 * 8600 122.000 —_ 122,000
WPPSS No. 1(3) Hanford  September 1981(4) 1,250.0 535,000 671,000(5) 1,206,000
/PPSS No. 2(3) Hanford  September 1980 1,1000 . 800,000 165,000(5) 965,000
¥ P;Ssz No. i(g) (7) ilatsc;p 4 %ptcmblegrsg923 ; ggsg 450,000(8) 464,000 944,000

P No. 4(6) anfor March (4) ,250.

WPPSS No. 5(6)(9) Satsop  March 1985 1.1 l6.0}( 10)  235000(11) 3,199,000(5) 3,434,000
6,471.5 $2,185,700 $4,499,000 $6,684,700

(1) Hanford and Packwood projects actual, other projects estimated.

(2) Turbine-generator facility using steam from a nuclear reactor owned and operated by the Energy
Research and Development Administration ("ERDA™).

(3) Under construction—Nuclear Regulatory Commission (“NRC") construction permit and Washing-
ton State site approval received.

(4) Does not include potential delays discussed in the Official Statement to which this report is attached
(“Official Statement”) under the caption “The Supply System’s Other Generating Projects”,

(S) Does not include potential cost increases discussed in the Official Statement under the caption
“The Supply System’s Other Generating Projects”.

(€) Under construction—NRC limited work authorization and Washington State site approval received.
(7) Supply System’s 707 ownership share. Four investor-owned utilities own 30% of WPPSS No. 3.
(%) Includes this issue.

(%) Supp;, System's 907% ownership share. Pacific Power and Light Company owns 107 of WPPSS
No. §.

(10, The Packwood, Hanford, WPPSS No. 1, and WPPSS No. 2 projects, and the Supply System
Ownership Share of the Project are each financed as separate systems. WPPSS No. 4 and the
Supply System ownership share of WPPSS No. § are together being financed as a separate system,

(11) Excludes $100,000,000 of Development Bonds.

The Project

The Project is located about three miles south of the community of Satsop in Grays Harbor County,
Washington, approximately 16 miles east from the City of Aberdeen, and 66 miles southwest from the
City of Seattle. The Supply System is also constructing its Nuclear Project No. § (“WPPSS No. §”) on
the same site.  WPPSS No. § is being designed and constructed as a twin to the Project and will share
some common facilities with the Project.

The Project's nuclear steam supply system, to be supplied by Combustion Engineering, Inc., is
rated at 3,817 megawatts thermal and includes reactor control systems, steam generators, and other
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auxiliary systems. The waste heat from the turbine condenser will be dissipated in a closed cycle
condenser cooling system that will utilize a natural draft cooling tower. The turbine-generator unit, to
be supplied by Westinghouse Electric Company, will have a net electrical generating capability of
approximately 1,240,000 kilowatts. The Project’s output will be delivered into the Federal Columbia
River System transmission grid in the vicinity of the Project.

Permits and Licenses '

The Supply System has received site certification from the State of Washington and on April 8,
1977 received a limited work authorization from NRC for both the Project and WPPSS No. 5. Hearings
in connection with issuance of a construction permit were held on May 24 and 2>, 1977 before the Atomic
Safety and Licensing Board and the Supply System expects a decision on the issuance of the construction
permits for both projects by late summer or early fall this year.

Construction Program

The Supply System has employed the firn of Ebasco Services Incorporated (“Ebasco™) as Con-
struction Engineer to design and supervise the construction of the Froject.

I imited construction at the site has begun with the receipt of the limited work authorization; Fuwever,
on-site construction and installation of nuclear components cannot proceed without a construction permit
issued by the NRC. Any significant delay in obtaining the construction permit will delay the Project
schedule and increase the Project cost.  The initial fuel loading is currently scheduled for March 1983 and
commercial operation for September 1983,

The Supply System has entered into equiprient, material and construction contracts for the Project
with a total estimated value of $267,954,000. As of May 31, 1977, actual ¢ penditures for the Supply
System's 70%% share of the Project totalled $94,564,000, as summarized in the {ollowing tubl.:

Total Construction Cost .......... A $75.318,000
Nocleag POBl .. .ccovveviiiornsdinarvinss 10.566.000
Bond Discount Financing Cost ............. 3,875,000
Interest During Construction ... .. Y N 4,805,000

B 5 s v RO e by ey 5 GIETne $94,564.000

Nuclear Fuel
Nuclear fuel services have been contracted for in the following quantities as a percentage of total
requirements for operation for the years shown:

Contract Status for Nuclear Materials and Services (%)

Uranium

concen- Con- Enrich- Fabri- Reproce-
Year trates(1)  version(2). ment(d)  caticnid)  Shipping essing(s)
1 S P e T % 100 100 100 100 0 0
VBB cciiies it it pbenn 100 100 100 100 0 0
L - A S L 100 100 100 100 0 0
BUED i praiiain ness RS 100 100 100 100 0 0
DIBT i ses suErs s an pnad 100 100 100 100 0 0
BB . ain e o R b e W6 100 100 100 100 0 0
g TSP P 100 0 100 100 0 0

(1)—Suificient eranium concentrates for the initial core have been obtained from Allied Chemucal Cor-
poration. Uranium requirements for 14 years of reload fuel are under contract with Exxon Nuclear
Company, Inc.

(2)—Conversation service sufficient for operation through 1988 has been contracted with Kerr McGee
Corporation.

( 3)—Enrichment services meeting op2rating requiremen:s for 30 years are under contract with ERDA.

(4)=Fabrication services for the initial core have been contracted for with Combustion Engineering, Inc.
Reload fabrication services sutficient to meet operating needs through 1998 are under contract with
Exxon Nuclear Company, Ine.

(§5)—Initial facilities for spent fuel storage will be constructed at the Project site to provide storage
requirements until about 1990.
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Long-Term Financin'; Program

The long-term financing program contemplates the i:suarce of Bonds in several series to finance
the construction of the Supply System's Ownership Share of the Project. The present estimates of
actual needs by the Construction Engineer and the Supply System show the proceeds from the 1977
Bonds will be sufficient to continue construction of the Project until February 1980 prior to which time
additional Bonds are planned to be issued. Construction cost estimates are b sed on a scheduled com-
mercial operating date of September 1983,

Based on the foregoing, the estimate total financing requirements for the Supply System's
Ownership Share of the Project are shown in the following tabulation.

Estimated Project Financing Required

. . Supply System's

Total 70 Share of

Project Costs Proje-t Costs

Land and Land Rights(1) ......0vvitiunrnrinniinrnnnnn, $ 2422 $§ 169
Structures and Improvements(2) ... ........o0vrrinrnnin iy 165,416 115,791
Reactor Plant E pipment(2) ............. TR T T LY 166,958 116,871
Turbogenerator %mts(Z) .................................. 131,240 91,868
Accessory Electric Equipment(2) ............ e S 42,634 29,844
Miscellaneous Power Plant Equipment(2) .................... 29,122 20,385
Station EQUIPMERt(2) .. .ovvvrirennuninsnsnnrornononeonon, 6519 4,563
Other Tangible Property(2) ....vvvvvrvnerennrennrnsrniin, 14,894 10,426
Pruject Construction Costs ... ..........covvvvenrnn. $ 559,208 § 391444

R T 196,338 137,437
Contingencies(2) ..vvvvrrinnniniinrnsnns RS ST & ey R 39,033 27323
BSOS BAREN DY oo vssiinvscntsvmentonnnssssnssssbsntnss 42,759 29912
Nuclear FueltI)(4) ..ot 65,810 46,067
Owrer’s Contingencies(l) ......., PR A PSS GO D 35,000 =4,.500
Architect-Engineer(2) ..o iiuiiiininririiieeiirnninnnnn, 41,278 =8,894
Construction Manager(2) .....ovvvivnininrrnnrnnrnnnneinn, 10,968 =1.677
Owner's Direct Costll) .. .oiurinninnninrinmensnrenssessns §3,500 £8.450
Performance Bonds(1) ......ovvvviiiviinriinrrnrrinnrnnes 1.000 700
Total Censtruction and Nuclear Fuel Costs . .. ... ... .. $1,094,591 $ 766,424

Bond Discount and Other Finuncing Expenses(S) ........ ... .00 0vurin... . 10515
Capitalized Interest During Construction(6) ..... ... PEREC R AR RS 255,943
Gross Requirements . ..............., L T T T T T T $1.033,222

Less:  Estimated Income from Temporary Investments(7) .. ............... (§9.222)
Net ReJUIFEMENtS . ... uuniiiiiiiinenieniennrersrensnnnns $ 944,000

(i)—Estinated by Supply System.

(21=Lstinated by Ebasco. Takes into consideration that the Project and WPPSS No. § will benefit
from the economy of dual-unit construction. ;

(1 —<FExcludes sales tax on nuclear fuel,

(4)—Imiudes sales tax,

(5) ~Irclades actual expense of previous financing and estimated costs of the 1977 Bonds and addi-
tional Bends.

(6) =B swu on actual interest rates for Pte\'ious financings, an assumed 6.0% for the 1977 Bonds,
4 an assumed 7.5% for addition.’ Bonds. Interest is capitalized to ember 1, 1982. Does
ttinclude interest for the period f.om September 1, 1982 to September 1, 1983 (see the caption
" inancing Program” in the Oifcial Statement).

(7)1 cludes actual income to June |, 1977 from temporary investment of proceeds from previous
finaaeings and estiniated future income from temporary investment of proceeds from additional
Bonds at an annual interest rate of 5.75%,
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A summary of the total [nancing actually accomplished and contemplated for the future by the
Supply System for its Ownership Share of /¢ Project costs is shown in the following table:

Estimated Financing Required
(000)
T T Tow

Total Construction Costs ............. $154,896 §185,979 $379,482 § 720,357
Nuclear Fuel ..............c00n00ss 10,026 0 36,041 46,067
Bond Dicount an. Financing Costs . ... 3,875 2,300 4,640 10,815
Interest During Construction .......... 120,814 71,300 63,869 255,983

Gross Requirements ............. $289.611 $259,579 $484,032 $1,033,222
Less: Investment Inco ¢ ............. (39,611) (29,579) (20,032) (89,222)

Net Requirements ..........., voo $250,000 ° $230,000 $464,000 § 944,000

In addition to the foreroing amounts to be obtained through issuance of BonJs, present planning
anticipates the following wil be paid from revenues of the Supply System’s Ownership Share of the
Pr Ject under the Net Billing Agreements.

Reserve Account in Bord Fund .............. $33,236,000

Working Capital .............00vvuss, IR 3,000,000°

Reserve and Contingency Fund .. ... ... . eerps 3,000,000
TR ¢ 5000 40 s s rar et 0450 250 o0t noman $39,236,000

* The amount of working capital may be ncreased by agreement between the
Supply System and The Uni ed $:ites of America, Department of the Interior, Acdting
by and through The Boaneville Power Administrator ("Bonneville").
It for any reason 5. h amounts are not provided under the Net Billing Agreements, the Bond
esolution provides that they will be obtained through the issuance of additional Bonds.

| coject Output

The Project is expe ted to ha'e a net generating capability of 1,240,000 kilowatts. Although
there is not yet sufficient h.storica’ operating information availab' on large nuclear plants to establish an
expected plant factor for the Project from operational experience, the regional planning guidelines
assume a 75% plant factor for the Project. A 75% plant factor would result in the production of about
8.1 billion kil vatt-hours annially. The Supply System’s Ownership Share would be 5.7 billion kilowatt-
hours annually. During certain periods there will be times when surplu. water will be available to generate
i awer et exsting hydroelectric projects thereby permiting a reduction in the total amount of energy
froduced at thermal-electric projects in the region, including the Project.

Costof Pover

Estimates of t' 2 ane al ecits of the Supply System’s portion of the Project’s operations are given
in he follow ng tabl.. Tie cost per kilowatt hour of 21.2 mills is based on 5.7 billion kilowatts-hours
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The Supply Sysiem, Bonneville and 15 industrial companies that purchase electrical energy from
Bonnevile have entered into a Power Sales Agreement under which such companies will purchase a
portion of the energy from the Supply System's Ownership Share of the Project during the perind from
the date of commercial operation to June 30, 1984, if such energy is not needed by Loaneville to meet
its contractual obligations to supply firm power. The payments made to the Supply System for such sale of
power to the industrial companies will serve to reduce the Participants’ and Bonneville's payments under
the Net Billing Agreements. The Power Sales Agreement provides that the energy sold to and the pay-
ments made by the industrial customers will be up to 750,000,000 kilowatt hours in Contract Year
1983-84 at a price of $5,625,000 assuming a commercial operation date of September 1983,

Agreements

The Net Billing Agreements provide that each Participant pay the Supply System its share of the
annual costs the Supply System incurs for its Ownership Share of the Project less amounts payable to
Su; System under the Power Sales Agreement. The Participants, in turn, assign their shares of
the ect capability to Bonneville. Bonneville pays each Participant, in the form of credits on its
power bills from Bonneville or through cash payments, in the manner described in the Ofticial Statement,
in amounts equal to the Participant’s payments to the Supply System.

The Supply System and Bonneville have entered into a Project Agreement which, amoag other
things, provides stondards for the design, construction and operation of the Project.

Summaries of the Ownership Agreement, the Net Billing Agreements, and the Project Agreement are
included in the Oflicial Statement. :

Participants’ Allocations of Bonneville Resources

The Purticipants’ current power sales agreements with Bonneville provide a formula for allocation
of Bonnesille's avuilable energy resources to cach Participant as well as its other preference customers
after the date that Bonncville is unable o supply such customers’ full requirements. Bonneville has
natiied all Partcipants that Bonnesille will be unable to meet ull of the energy requirements of its
preference customers after June 30, 1983,

Under the current power sales agreements allocation formula, the actual allocation of Bonneville
energy 1o each Purticipant will not be determinable until June 30, 1983 because a portion of the allos
caticn cepends on load growthk from July 1, 1976 to June 30, 1983, and certain features of the formula
permit some changes to be made at Bonneville's discretion. In view of the foregoing uncertainties,
Bonpevilie has indicated that it is unable to determine at this time what the allocation of power will be
after June 3O, 198),

The Participants’ power sales agreements with Bonneville expire between 1983 and 1994 In the
past Bonnevtlle has executed new preference customer power sales agreements prior to the termination of
existng preference customer power sales agreements. However, Bonneville does not expect to execute
new preference customer power sales agreements until after it has completed an environmental impact
statement entitled “The Role of BPA in the Pacific Northwest Power Supply System. Including Iy
Purtic patien in the Hydro-Thermal Power Program: A Program Environmental Statement and Planning
Report” and has given consideration to the material presented in the fin | impact s atement and its other
fegabcblizations. In addition, from time to time, Bonneville receives applications for purchase of power
from agencies which may also have a statutory preference and priority on power from the Bonnesille
spstent. These applications for power and resultant power sales agreements and the terms of preference
customers’ future power sales agreements, could affect future allocations of power fiom the Bonneville
system. Also, we are advised that the City of Portland, Oregon, is considering litigation questioning the
validity of the existing power sales agreements. The outcome of these matters and a proposal being
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developed by the utilities in the Pacific Northwest could also substantially alter the amount of Bonneville
energy which will be available to the Participants. For a description of the proposal see “Proposed
Regional Power Program™ herein.

Proposed Regional Power Program

The region’s utilives, states and Bonneville's industrial customers are currently developing &
program to provide a continuing power supply to the region. The proposed program preseatly includes
the enactment of federal legislation providing for a method of allocating Bonneville power, the creation
of a regional organization for load forecasting and the designation of energy resources to be available for
acquisition by Bonneville to meet the loads of the region; the purchase of power from such resources
by Bonneville, a conservation program; and pooling and sale of power by Bonneville to the region's
utilities and Bonneville's industrial customers.  There is no assurance that the legislation will be passed
by Congress or that the program as currently constituted will remain as drafted through the legislative
p:ocess i the legislation passes.

Conclusions

Based on our studies and analyses of the Supply System's pro; osal to construct the Project, we are
of the opinion that:

1. The output of the Project is required to meet the load growth of the utility systems of the
Pacific Nocthwest and can be readily absorbed by Bonneville and the industrial companies that are
parties to the Power Sales Agreement when the Project is scheduled for initial operation.

2. The Ownership Agreement, the Net Billing Agreements, the Power Sales Agreement and
the Project Agreement provide a sound foundation for progeeding with the Project,

3. The estimated costs of the output of the Project are reasonable and comparable to costs
expected [rom similar projects being developed within the same time frame.

We have furnished you the information in the Oficial Statement under .ve headings entitled “Project
Financing Reguire nents™, “Estimated Project Annual Costs”, “Power Supply in the Pacific Northwest and
the Hydro Therma! Power Program ', and in Exhibits 1 and V. In our opinion, the information contained
therein is correst. a

Respect{ully submitted,

/8/ R.W, BECK AND ASSOCIATES



WASHINGTON PUBLIC POWER SUPPLY SYSTEM

.................

Total
Energy Sales: kWh (000)
Energy Purchases: kWh (000)

Bonneville (Hanford Proiect

Exchange)

Bonneville
R R R S

Total Energy Purchases
EWH(000) +.vsesrnssne

Energy Generated: k\va (000) .

Total Energy l.cquirements
KWh (000) ...........

Peak Demands: kW .,

......................

......

.................

D

ERATIONS:

Income:
Total Operating Revenues .. ..
Other Income (Non-Operating)
Total Income

PERATING EXPENSES:
Purchased Power:
Bonneville (Hanford Project
Exchange)
Tonneville .
Other R ek N s A A s s
Total Purchased Power Ex-
T NN ey
Generating Expense
Total
pense
Depreciation .........cov0uns
Other Expense (lacluding
BRREE T v 373 ¥R 5 0h hw. o ds b &

Total Oprrating Expenses,

.........

Power Supply Ex-

................

NDENSED BaLan s St cgr: e
\ssets:

Net Utiliey Plangt . ...........
Other Property and Investments
Current Asse®s ... vnuns .
Daferred Debits .. ...........

Aabilities:
Long Term Debt
Corre ot Liabilities .
Dez%erzed Credits
Reserves . ...
Coniributions
stn Jtion ...

............

1 Ad of Con-

...........

Retained Earnings .. .........
Total Liabilities
* Ecd of year.

TABLE 1

NUCLEAR PROJECT NO. 3 PARTICIPANTS
SUMMARY OF FINANCIAL AND STATISTICAL DATA FOR 1976

Sl:t’t:?tcl Su':::’m
Districts Municipalities Cooperatives Companies Total ol

401,171 4 0934 150,646 1,405,907 2,368,658 2,281,221
462,246 463,25 181,989 1,642,131 2,749,691 2,646,607
19,137,814 15,499,268 4,985,327 53,777,266 93,399675 86,609,709
267,117 69,160 71,116 662,484 i,069 877 147215
17,578 616 6,021,549 5,400,296 3,220,052 33,220.513 27,525.508
1469376 (235,184) 2,370 27,106,799 28,343 361 28,662,633
19,315,109 585552 5,473,782 32,589,335 63633751 59 6610.294
775.019 10,854,478 9,404 25,381,392 37.020.290 33.528.501
20,090,128 16,710,009 ' 5,473,186 §8,370,727 100,654 041 93,188,798
3,877,465 2,888,599 1,734,100 9425826 17,925,930 16,854,942
$176,831,363 160,687,450 § 68,793,213 § 8i7.261.380 $1,223.573.406 $1.063.018 734
4 486,836 4447478 1.0¢ 1193 79.280.806 89.279.313 85.160.820
SI81,318,159 $165,134928 § 69,857,406 § 855,542,186 §$i,312,852,719 $1,148,199,564
S 974,279 § 247916 $ | 276827 § 191225 § 3411278 0§ 12097409
66.822,109 22,383,096 21,154,075 32654893 142,024,175 108,872,173
4954674 (1,201,787) i2.997 +3.132.362 TR 898 244 108,884 599

$ 72.761,062 $ 21,429,225 § 21,443,899 § 109,595.413 $ 225333699 § 229.8%4.151
7.654,806 17,555.194 30 58 103.117.414 128,357,972 94 991920

$ 80415868 § 38,984,419 § 21474457 § 212816927 § 353,691,671 $ 324,846.101
16,752,732 23,124,593 9,105,547 82123295 131,106,167 |, 107,057,306
49.995 572 70.014,992 25.513.633 =53.340,256 198 884 %13 142 530417
$147,164,172  S132,144,004 S 56,093,697 § S45280478 § 883.682.351 § 774,443,944
$451.826,456 $707.555,703 $270,774,252 $4,094451.801 $5.524.608,212 $4.9¢1.694.10%
102,261,300 48,032,841 11,408 681 133,623,049 295,325.871 248.941.004
79,455,388 81,642,758 28,028,302 238,820,595 429,947 043 341359941
14,110,283 14,825,227 1.702.277 58.° ll.lﬂ 89,456,199 76,749 268
$647.653,427 $854,056.529 $311,913,512 $4.525.712,857 $6.339,337.325 $5618,744.318
$263.936,058 $443.575 583 $227257652 $2.269.546,971 $3,204,316.264 $2.683.500.706
40,803,507 15,307,668 14,175,549 346,257,478 436,544 202 568,714 845
9.001,953 1,508,370 2,103,488 94271375 106,885,186 103,.517,73
813,529 7,986,108 335,160 6,944 495 16,079,289 16,971,239
17,013,436 20,871,597 23144 0 38,116,447 31,794,045
316034944 344 80 206 67,810,249 1,808.693.538 2.537,395937 2214245751
$647,653,427 $854,056,529 $311,913,512 $4,525713,857 $6,339,337,32§ $5.618,744,318
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EXHIBIT 1

EBASCO SERVICES
INCORPORATED

UTILITY CONSULTANTS - ENGINEERS - CONSTRUCTORS

Two RECTOR STREET
NEw York, N. Y. 10006

CABLE ADDRESS “EB .SCOE"

B ard of Directors

Washington Putlic Power Supply System

3C )0 George Washington Way

Post Oifice Box 968 July .., 1977
Richland, Washingion 99352

Gentlemen: ;
Re: Washington Public Power Supply System
WPPSS Nuclear Project No. 3
Project Status Review and Analysis

The purpose of this letter is to review the current status of the Washington Public Power Supply
System Nuclear Project No. 3 (the “Project™) which is being constructed on a site near Satsop in south-
caster 1 Grays Harbor County, Washingten, and to analyze the important objectives necessary for its
successful com:pletion.

In January 1973, Ebasco Senices Incorporated (“Ebasco™) was selected and retained by the
"Vast ngton Public Power Supply System (“WPPSS™) to provide engineering, construction management
und related services for the Project.  As Construction Engineer for the Project, Ebasco is responsible for
the engineering, design, quality assurance, cost estimating and reporting and construction management of
the Project. In addition Ebasco is providing related services including expediting, materials application
en: neering, vendor quality assurance, site quality assurance, applied physics and nuclear engineering,
licensing, plant operations and betterment. and JAssistance in procurement and contract administration for
contracts placed by the Supply System. Ebasco is also Construction Engineer for WPPSS Nuclear Project
No. § (WNP-5) of similar design and located adjacent to the Project.

The Project

The Project consists of a single unit, 1.30 MWe class pressu-ized light-water reactor, nuclear
power stat on, together with all necessary plant facilitic; including transmission facilities to interconnect
with the proposed 500 kV switchvard to be constructed by the Bonneville Power Administration
("BPA™). The Project shares certain common facilities with WNP-5,

The Project is located in the southeastern portion of Grays Harbor County, approximately 16
miles east of Aberdeen and 1 mile southeast of the confluence of the Chehalis and Satsop Rivers. The
site is corveniently located with respect to the main railroad line shared by the Chicago, Milwaukee,
St. Paul and Pacific Railroad and the Union Pacific Railroad; Highway 12; ihe Chehalis River, which
is navigab'e to ocean-going barges to a point within 5 miles of the site; and an existing BPA transmission
corridor which is part of the Federal Columbia River Power System.
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The nuclear stzam supply system (“NSSS"), including the fabrication of the initial nuclear fuel
core, for the Project will be supplied by Combustion Engineering, Inc. and will include the System 80
pressurized water reacior design together with two U-tube steam generators. The NSSS has a thermal
rating of 3,817 MW?t, and will supply approximately 18,000,000 pounds per heur of steam at 1,000
ps 1 and 550 degrees F.

The turbine-generator will be supplied by Westinghouse Electric Corporation, and will consist of a
6-flow tandem compound steam turbine with a gross clectrical output of 1,316 MWe at three and
one-half inches Hg tackpressure and a net electrical output of approximately 1.240 MWe. Steam
exhausting from the three low-pressure sections of the turbine will be condensed by circulating water
whose heat will be dissipated in a natural draft cooling tower. A groundwater intake system will provide
the make-up water to replenish the evaporative losses in the cooling tower. The generator consists of a
three-phase, 60 Hertz, 1,800 rpm unit rated at 1,460.5 MVA at 095 power factor and generates
at25 KV,

The main plant structures include the reactor containment and shield structure the reactor
auxiliary building, the fuel handling building and the control room area—all supported on a common
foundation mat and referred to collectively as the Combination Structure—and the turbine-generator
building. The Combinauon Structure will be foanded on fresh sandstone rock and is designed to
withstand a horizontal seismic ground acceleration of 0.32g. A natural draft hyperbolic cooling tower,
500 feet high with a base diameter of 400 feet, is the largest structure in the plant. In addition, there
is an administration and service building.

The Project is being designed to comply with applicable existing codes, laws, standards and
regulations of local, state and federal agencies; includes compoaents and equipment of proven design
cr reasonable extensions of proven design concepts; and is compatible with the comprehensive land-use
plans and zoning requirements of the proposed site region.

Current Estimated Project Costs and Construction Contracts .

The current capital cost estimate of the items within Ebasco’s scope of responsibility is $864,400,000
and is shown in detail in Attachment A. This cost estimate is based on a cost estimate of $848,400,000
prepared in September 1976, which was predicated upon receipt of a limited work authorization
("LWA") from the Nuclear Regulatory Commission ("NRC") ia December 1976 and commencement
of preliminary site work in January 1977, to which has been added $16,000,000 attributable to a
four-month delay until April 1977 in receipt of the LWA and commencement of preliminary site work.

The curreat capital cost estimate was developed on an equitable cost basis which takes into con-
sideration that both the Project and WNP-S benefit from the economies of dual unit construction and
therefore share certain costs on the basis of the proportions of respective benefit. The estimate of
Project cost of March 1976 (used when bonds were last issued by WPPSS for the Project) was
$851,600,000 and was developed using the “osts which would have been incurred if WNP-S was not to
be built. The reduction in Project costs attri-utable to sharing of costs between the Project and WNP-5
has been offset by a change in the commer ial operation date for the Project from October 1982 to
September 1983.

The basEs for escalation and contingenc)  which are iden:ified separately in the estimate, are as
follows:

Escalation

Labor and material escalation is com-uted in accordance with the terms of current labor
agreements and existing material contracts.  or labor and material not presently covered by labor
agreements or matenal contracts, escalation s computed at 8% and 6%, respectively, per year
compounded from May 1, 1976.
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A total of §196,338,000 is included to cover anticipated escalation for the period May 1976
through completion of the Project. A change of 1% in the annual escalation rates would result
in an increase or decrease of approximately $25,000,000 in the estimate.

Contingency
A total of $39,033,000 in May 1976 dollars is included as ontingency to cover the impact
of design uncertainties, quantity refinements, and departures from assumed productivity rates.

As of June 1, 1977, seventy-four equipment and construction contracts totaling $267,954,000 or
approximately 45 percent of the expected total value of all equipment and construction contracts for
the Project have been placed. A listing of the contracts placed is shown in Attachment B. The majority
of the remaining equipment contracts are expected to be awarded during the next twelve monihs.

These contracts were awarded by WPPSS by means of a competitive bidding process pursuant to
the statutory requirements with which WPPSS rust conform as a joint operating agency of the State of
Washington. Factors considered by WPPSS include price and the responsiveness of the bid to bidding
requirements. WPPSS is also authorized to consider the bidder's experience, qualifications, available
personnel and facilities. In our opinion, the vendors and contractors who have been awarded contracts
by WPPSS are qualified for the particular type of work to be performed by them.

¥ 3

Project Status and Schedule

The final Environmental Statement was issued by the NRC in June 1975. The Preliminary Safety
Evaluation Report was issued by the NRC in February 1976. A site certification agreement was issued
by the State of Washington in October 1976. The LWA was issued by the NRC on April 8, 1977 and
Notices to Proceed were issued immediately on five construction contracts. The Atomic Safety and
Licensing Board's final safety hearings related to issuance of a construction permit by the NRC were
keld on May 24 and 25. The hearings were uncontested and a decision on issuance of a construction
permut is expected in late summer or early fal!*

As of June 1, 1977, engineering activities were 62 percent complete and procurement activities
43 percent complete. Construction activities were 0.1 percent complete, preliminary site work having
commenced in mid-April.

The current capital cost estimate <t forth in Attachment A is based ca the following assumptions
made with regard to schedule: "

Limited work authorization from NKRC—April 1977
Commencement of preliminary site work—April 1977
Start of major excavation activities—August 1977

Receipt of a construction permit from NRC—August 1977
Initial concrete placement—February 1978

Fuel loading—March 1983

2. Commerciai operation—September 1983

~ 0 a0 oe

-

Based upon the present construction schedule for the Project, a construction labor force peak of
approximately 1500 is anticipated in the fall of 1981.

Conclusions

We have reviewed in depth those aspects of the Project which are within Ebasco’s scope of
responsibility. Based upon presently known regulatory criteria and the schedular and economic assump-
tions set forth herein, it is our considered opinion, with respect to the Project that:
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1. The Satscp site is a suitable location for t'ie Project.

2. All aspects of the Project are of presently proven engineering design or application, or
are reasonable extensions thereof.

3. The Project is being designed to compiy with existing licensing requirements at local,
state and federal levels.

4, The program for construction is consistent with those for other installations of similar
size and complexity, and is realistic. The completion of the Project in accordance with the schedule
is reasonably anticipated.

s. The work within Ebasco’s scope of responsibility is expected to be completed within the
current capital cost estimate.

6. Following an initial period of testing and preliminary operation, the Project is expected
to operate in a reliable manner with normal maintenance.

The Project descrption and statements and summaries of our estimates contained in this letter
which are set forth in the Official Statemest 10 which this letrer is attached are correct.

Very truly yours,

R J SHERMAN
President
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ATTACHMENT A

WASHINGTON PUEB LiC POWER SUPPLY SYSTEM
WPPSS NUCLEAR PRO.ECT NO. 3
CAPITAL COST ESTIMATE

e A R S S

Estimate of Estimate of

BT NG R TIE s i oo vaenins Eunresnsbans bywvns NotIncluded Not Included
SIPUCTUrE MO DUPNOVEIMIEE . . . o)« oo ivss cnnenevscinreyabes $182,268,000 $165,416,000
Reactor Plant Equipment ...... ....ccovevvvnnnnonninnsnnss $132,928,000 $166,958,000
EMOOTIEIIRRIITIIE & &« oo o5 i 2 s iy T W TR R o $128,272,000 $131,240,000
Accessory Electric Equipment . .......ooiviniiiiiiiiiinnn, S 3§8,920.000 $ 42,634,000
Miscellaneous Power Plant Squisment ..........c.ovvuvennn. S 24,789,000 $ 29,122,000
Station Equipment ..........c0oviicncnnninnas L o st 6 el vk $ 7,278,000 $ 6,519,000
Other TAREUIE PIOPIEY . .o vccvonysesssnasosssnssesinss $ 17.280,000 § 14.894,000

Subtotal Direct Construction Cost .................. $531,735,000 $556,783,000
T e S AR SRS S A E Bk b v B it $184,746,000 $196,338,000
COMMBERRY <. 0t as st ahn &b s s s s 55 wo b s psin s d S §2,181.020 $ 39,033.000

Total Direct Construetion Cost .................... $768,662,000 $792,154,000
PRI BBE -5y e 5 hird me e boair b e HRd T 50 A 40 Not Included NotIncluded
P ] ST R A S L $ 51,576,000 $ 41,278,000
Conztraction Manager . ......ccvvvvnvun. . i e S0 b et L S 31,632,000 $ 30,968,000
PEITOIRMNIION IO & o o s s sevaninsosnod bbsnssansnsensns NotIncluded Not Included
Nuclear Fuel . ..oooviiiiinnnnorinnesconennensesssnnnnns NotIncluded NotIacluded
ool r e N P S Do IS No. Included Not Included
Intecest During Construction ... ....ovvrninininnennnnnnnnns NetIncluded NotIncluded

Total Estizate ................... RN S $851,600,000  $864,40C,000

*Pased on commercial operation date of October 1, 1982. Estimate was developed using the costs

*.pich would have been incurred if WNP-S were not to be built.

**Pased on commercial operation date of September 1983. Estimate was developed on an equitable
¢ 35t basis which takes into consideration that both WNP-5 and the Project benefit from the economies
¢itual unit constri.ction and, therefore, share certain costs on the basis of the proportion of respective

benefit.
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ATTACHMENT B

AWARDED PROJECT EQUIPMENT AND CONSTRUCTION CONTRACTS

FOR

WPPSS NUCLEAR PROJECT NO. 3

Nuclear Steam Supply System ...
Turbine Generator and Accessories
Steel Containment Vessel .....o0s
Surface Condenser .....cocoeses
Clearing and Grubbing . .....v0e
Radwaste Evaporators .........»

Supply and Delivery of Concrete ..

(As of June 1,1977)

Contractor

Combustion Engineering, Inc.
Westinghouse Electric Corp.
Chicago Bridge and Iron Co.
Ing:rsoll-Rand: Company

1 J Welcome Construction Co.
HPD Incorporated

Associated Sand & Gravel Co. Inc.

Feedwater Heaters .....covvvres Southwestern Enginzering Company
TransfOrmers . .....oocessesnns General Electric Company
Condenser Tubes . ....ccovvevne Carpenter Technology

Conarete Reinforcing Steel ....... Bethlehem Steel Corporation
EXCIVAUON + v cxvvssnsnsnsersns S J Groves and Sons Company

Natural 1>raft Cooling Tower ... Zumn Industries, Incorporated

Dicsel Generators . ...ooexvsnses Colt Industries
Piping and Piping Supponts ......
Field Erected Tanks .......coc0n

Fiity Eight (58) Equipment and
Construction Contracts, each with
\'alue Less than $2,000,000 .. ..

Associated Piping & Engr. Corp.
Chicago Bridge and Iron Co.

* Includes executed change orders.
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Present*

A?r:rn: :)c:u i‘:::;n.::
7/,25/73 $ 56,951,000
8/31/73 39,342,000
10/ 2/74 28,351,000
11/20/74 5,070,000
1/ 2/76 3,714,000
2/20/76 2,054,000
4/13/76 8,320,000
4/20/76 3,551,000
4,22/76 5,586,000
4/26/76 3,384,000
6/ 2/76 12,558,000
6/29/76 23,313,000
9°'17/76 12,557,000
11/29/76 4,309,000
3/ 2/17 19,656,000
5/13/77 4,235,000
15,003,000
$267,954,000



EXHIBIT IV

OPINIONS OF COUNSEL

[LETTERHEAD OF WCOD DAWSON LOVE & O'BRIEN]

[LETTERHEAD OF HOUGHTON CLUCK COUGHLIN & RILEY]

Board of Directors
Washinzton Public Power Supply System
Richland, Washington

Dear Sirs: .

Washington Public Power Supply System Nuclear Project No. 3 Revenue Bonds,
Series 1977, $230,000,000

At your request we have examined into the validity of an issue of $230,000,000 Washington Public
Power Supply System Nuclear Project No. 3 Revenue Bonds, Series 1977, of Washington Public Power
Supply System (the “System™), a municipal corporation of the State of Washington. Said bonds are
issuable in coupon form, registrable as to principal only, in the denomination of $5,000 each, and in
fully registered form, without coupons, in denominations of $5,000 and any multiples thereof. The
coupon bonds are numbered from 1 upwards and are dated July 1, 1977. The fully registered bonds
are numbdered from R-1 upwards and, except fully registered bonds initially issued, which are dated
July 1, 1977, shall be dated so that no gain or loss of interest shall result from exchanges or transfers
thereof as provided therein and in the Bond Resclution hereinafter mentioned. Said bonds mature on
July 1 in each of the years and in the amounts and bear interest, payzble January 1, 1978, and semi-
annually therzafter on January 1 and July 1, as follows:

Interest Int rest
Xear Amount _Rate Year Amount —Rate
OB, . 1. iaxs $2,620,000 .o T 1998...... $ 3,830,000 ...%
4. 7 T 2,725,000 o . 199§5...... 4,230,000
PO s » 2,825,000 5 ea 1998w > 4,240,000
1988 v hs 2,945,000 - g TR 4,460,000
959 .. i 3,065,000 #ars 1998, ;.. 4,700,000
IS0 e 3,200,000 . L, AR 4,950,000
o e 3,335,000 ek 2000 ;5«55 -+ 5,235,000
T T 3,490,000 7 3 2009...... 63,535,000
L SR 3,655,000 T TG ess 107,160,000

Said bonds are subject to redemption prior to maturity upon the terms and conditions set forth therein,
and recite that they are issued under and pursuant to Resolution No. 775, adopted by the Board of
Directors of the System on the third day of December, 1975, and a resolution supplemental thereto,
Resolution No. . ..., adopted by said Boardon .......... , 1977 (hereinafter referred to collectively
as the "Bond Resolution™), and under the authority of and in full compliance with the Constitution
and statutes of the State of Washington, including Titles 43 and 54 of the Revised Code of Washington,
for the purpose of constructing, and acquiring as a separate utility system of the System an undivided
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ownership interest in, a nuclear clectric generating plant and associated facilities constituting and
to be known as the Washington Public Power Supply System Nuclear Project No. 3.

We have examined the Constitution and statutes of the State of Washington, and certified copies
of proceedings of the Board of Directors of the System authorizing the issuance of said bonds, including
the Bond Resolution, other proofs relating to the issuance of said bonds and an executed coupon bond
of sa.J series.

Ia our opinion, the System is a municipal corporation of the State of Washington, duly created
and validly existing; \he Bond Resolution has been duly adopted and the provisions thereof are valid
and binding upon the System; and said bonds have been duly authorized and issued in accordance with
the Constitution and statutes of the State of Washington and constitute valid and legally binding obliga-
tions of the System payablc solely from the funds and revenues as set forth and provided in the Bond
Resolution on a parity with the System’s presently cutstanding Washington Public Power Supply System
Nuclear Project No. 3 Revenue Bonds, Series 1975 and Series 1976, and any bonds hereafter issued on a
parity therewith pursuant to the Bond Resolution.

It is to be understood that the rights of the holders of said bonds under the same and under the
RBond Res>lution and the enforceability thereof under the same may ke subject to judicial discreticn
and to valid bankruptcy, insolvency, reorganization, moratorium and other laws for the relief of debtors.

It is also our opinion that the interest on said bonds is exempt from taxation by the United States
of America under existing laws, regulations and rulings issued by the Internal Revenue Senvice.

Very truly yours,




T R

[LETTERHEAD OF WOOD DAWSON LOVE & O'BRIEN]

[LETTERHEAD OF HOUGHTON CLUCK COUGHLIN & RILEY]

Board of Directors
Washington Public Power Supply System
Richland, Washington

Dear Sirs:

Washington Public Power Supply System Nuclear Project No. 3 Revenue Bonds,
Series 1977, $230,000,000

Underdateof ......... ..., 1977, we rendered an opinion approving the validity of the bonds
referred to above (the “Bonds”) issued pursuant to resolutions adopted by the Board of Directors of
the Washington Public Power Supply System (the “System™) on December 3, I9TSand . cisavicans s
1977 (collectively, the “Bond Resolution”).

We have examined into the validity of eighty-eight of the Net Dilling Agreeraents referred to
in the Official Statement of the Sys' 'm dated ..... ...., 1977 relating to the Bonds, among the
Unit~d States of America, Department of the. Interior, acting by and through the Bonreville Power
Adn nistrator, the System and certain of the Participants referred to in Exhibit I of said Oficial
Statement, which eighty-eight agreements provide.for the purchase and assignment of an aggregate
of not less than 95.525% of the System's Ownership Share of the Project Capability (as defined in the
Net Billing Agreements and reduced in the period prior to June 30, 1984 by certain short-term sales
of output) of the WPPSS No. 3 Project (as defined in the Bond Resolution) in any Contract Year (as
. sfined in the Net Billing Agreements). With respect to the authorization, execution and delivery of
said eighty-eight Net T ling Agreements, we have examined certified copies of proceedings of the
System and of the Participants which are parties thereto authorizing the execution ard delivery of said
eichty-eight Net B lling Agreements, and such other documents, proceedings and matters relating to
the authoriz ition, execution and delivery of said eighty-eight Net Billing Agreements by each of the
partics thereto as we deemed relevant. In our cpinion, each of said eighty-eight Net Billing Agreements
has t en duly authorized, exscuted and delivered by each of the parties thereto and constitutes a valid
and binding agre ment enforceable in accordance with its terms.

We have also exam ned into the validity of the Ownership Agreement referred to in said
OiFcial Statement, among the System and Pacific Power & Light Company, Portland General Electric
Cor pany, Puget Sound Power ¢« Light Company and The Washington Water Power Company. With
respect to the authorization, execution and delivery of said Ownership Agreement, we have examined
certifizd copies of proceedings of the System and of the Companies which are parties thereto authorizing
the execution and delivery of said Ownership Agreement, and such other documents, proceedings and
ma ters relating to the authorization, execution and delivery of said Ownership Agreement by each of the
parties thereto @5 we deem:d releran:  In our opinion, said Ownership Agresment has been duly
authorized, executed and deliverzd by each of the parties thereto and constitutes a valid and binding
agreement enforceable in accordance with its terms.

We have also examincd into the validity of the Project Agreement (Contract No. 14-03-29100)
referred 1o in said Official Statement, between the United States of America, Department of the
Interior, acting by and th. ough the Boaneville Power Administrator, and the System. With respect
.0 the authc-ization, execution and delivery of said Project Agreement, we have examined certified
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« »pies of procesding: of the Board of Directors of the System authorizing the execution and delivery
of said Project Agreement, and such other dJdocuments, proceedings and matters relating 10 the
au‘horization, execution and delivery of said Project Agreement by each of the partizs thereto as we
de med relevant. In our opinion, caid Project Agreement has been duly authorized, executed and
delivered by each of the parties thereto and constitutes a valid and binding agreement enforceable in
accordance with its terms.

It is to be understood {hat the obligations of each of the parties to the Net Billing Agreements,
Ownership Agreemert and Project Agreement and the enforceability thereof under the same may he
subject to judi.ial discretion and to valid bankruptcy, insolvency, reorganization, moratorium and other
laws for the relic? of debtors.

In rendering this opinion, we have relied upon the opinion of counsel for each of the Participants
and aforesaid Companies that the Net Billing Agreement or Ownership Agreement 10 which such
2articipant or Company is a party has been duly executed and delivered by said Participant or Company
and is not i conflict with, or in violation of, and will not be a breach of, or constitute a default under,
the terms and conditions of any other agreement OF commitment by which such Participant or Company
is bound.

" Very truly yours,
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EXHIBIT V

SUPPLY SYSTEM NET BILLED PROJECTS(1)

Annual Costs ($000)
Estimated
Estimated Amounts
Debt Service Debt Service Estimated Estimated Net Billed
WPPSS No. 3 Financing Issued Additional Operation to Fund
1977 Bonds(2) to Date(3) Debt Service(4) Expenses(S) Reserves(6) Total
....... $ 0 § 49,326 $ 10,313 $ 5,964(7) $12,858 $ 78,461
....... 0 57,508 12,376 1,025(7) 0 70,909
....... 0 57,124 12,376 0 37,096 106,596
....... 0 90,933 54,314 38,909 24,137 208,293
....... 0 98,824 67,711 83,703 23,542 273,780
....... 11,500 115,388 96,711 103,757 3,923 331,279
....... 13,800 118,388 102,511 142,443 377,142
....... 16,008 118,394 105,766 158,353 398,521
U 16,008 118,405 105,766 166,858 407,037
....... 16,008 118,423 103,766 175,593 415,790
....... 16,008 118,418 105,766 182,161 422,353
....... 16,008 118,445 105,766 188,453 428,672
....... 16,008 118,547 105,766 194,915 435,236
....... 16,008 118,551 105,766 153,865 394,190
....... 16.008 . 118,548 105,766 157,707 398,029
....... 16,008 118,649 105,766 132,085 402,508
....... 16,008 118,734 . 105,766 168,233 408,741
....... 16,008 118,804 105,706 176,140 416,718

(1)

(6)

(7

Includes WPPSS Nuclear Project No. 1, WPPSS Nuclear Project No. 2 and the Supply System's
Ownersh:p Share of the Project.

Based on an assumed intesest rate of 6.0% for the 19”7 Bonds, and lev:l debt service with principal
payments beginning in 1985.

Actual debt service on WPPSS Nuclear Project No. 1 Series 1975, 1976A and 1976B Bonds, WPPSS
Nuclear Project No. 2 Series 1973, 1974, 1974A, 1975A, 1976 and 1976A Bonds, and on the
Project Series 1975 and 1976 Bonds. .

Based on most recent estimates of project costs and computed as level debt service assuming a
7.5%% interest rate on bonds to be issued.

Estimated operating costs by year includes taxes and n°t payments (o Reserve and Contingency Fund.
Assumptions used in the calculation are:

a. 1977 cost levels escalated to the year of expenditure at 6.0% per year.
b. Commercial Operation dates of September 1981 for WPPSS Nuclear Project No. 1,
September 1980 for WPPSS Nuclear Project No. 2 and September 1983 for the Project.
« ¢ Plants are assumed to operate 1t a plant factor of 60¢% the first year and 75% thereafter
PNUCC guidelines.
d. For the period 1991 through 1996, payments to be made by the Companies pursuant to
the Exchange Agreements will reduce the total annual costs for “WWPPSS Nuclear Project
No. 1.
e. Includes taxes calculated at 0.2 mills per kwh. Legislation passed by the state legislature
and now on the Governor's desk may increase taxes.
Includes funding of Working Capital, Reserve and Contingency Fund, and Reserve Account in Bond
Fund.
E xcess amount of payment to Reserve and Coatingency Fund over surplus from prior year's payment
to the Reserve and Contingency Fund.
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EXHIBIT VI

BONNEVILLE POWER ADMINISTRATION

PROJECTED REVENUES
($ millions)

)
Cost of Power Acquisition

WPPSS Other

50.6 327

76.6 31.5

79.8 36.8
1320 289
224.7 378
288.2 41.8
3428 51.2
382.5 319
400.7 309
409.2 31.7
4174 323
4239 323
4303 322
4250 339
395.2 343
3992 = 344
404.1 28.5
4107 = 274
420.0 27.4

NOTES
Column (1 y—Fiscal Year

1. Fiscal Year 1977 and subsequent Fiscal Years begin on October 1 of the year preceding, and
torminate 12 months later. .

Column (2)—BPA Revenues

1. Revenues from the sale of nonfirm energy and from the delivery ol firm energy to Bonneville's
direct-service industrial customers during fiscal year 1977 may be as much as $89 million below
the estim :te made in advance of the fiscal year as the result of unusually low streamflows during

the winter and spring of 1977 on the Columbia River and its tributaries. (See “Pacific Northwest
. Drought” under the caption “Bonneville Power Administration”.)

2. Estimates of revenues and cost of power acquisition do not include the in.pact of the withdrawal
by the City of Eugene after 1984 from sale 10 Bonneville of Eugene'’s ownership share of the
Trojan Project.

1, A rate increase which will increase revenue by approximately 60 percent is forecasted for
December 20, 1979 (three-fourths of Fiscal Year 1980), and is based upon (a) the September
1976 forecast of additional costs t0 Bonne e for the acquisition ¢! the capability of the Supply

System’s Nuclear Project No. 1, plus (b) the overall cost escalation which has occurred since
Bonneville eifectuated its last rate increase as of December 20, 1974, including the cost escalation
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as of September 1976 for the Supply System’s Nucicar Project No. 2, the cost of which was : |
included in the December 20, 1974 rate increase. Because the Bonneville rates, by virtue of
existing power sales contract provisions, cannot be increased until December 20, 1979, the
increase estimated to be required as of that date will have to provide for a significant amount of
catch-up to cover the cost escalation. This estima:> of future revenue increase requirements is
believed to be conservative in that it makes no provision for additional cost escalation which has
occurred since September 1976 and which may occur between the present and December 1979;
i.e., if costs continue to escalate during that time, a larger increase could be necessary.

4. A rate increase which will increase revenues by approximately 20 percent is forecasted for
July 1, 1981 (one-fourth of Fiscal Year 1981) to cover additional costs, principally for the
acquisition of the capability of the Supgly System’s Ownership Share of the Project com-
mencing in 1981.

5. If costs increase, a rate increase could be effected on July 1 of each year, subject to new
or revised power sales contract terras providing for annual rate review after 1981,

Column (3)—Cost of Power Acquisition

1. The column “WPPSS” includes the Supply System's Hanford Project, Nuclear Projects Nos. 1
and 2 and its Ownership Share of the Project.

"o

T! e column “C her” includes the City of Eugene's 30 percent share of the Trojan Project and

the purchase of secondary energy. ¢ estimate as to he purchase of secondary energy is
obtained from load forecasts and is also used in computir 2 revenue estimates,

3. The figures in the column “WPPSS™ for Fiscal Year 1977 is estimated by Bonneville, and

for subsequent Fiscal Years the figurés are from cost estimates developed by the Supply System
and indicated in Exhibit V, adjusted to Fiscal Years commencing October 1.

Column (4)—BPA Operation and Maintenance Expenss

The estimates for Bonneville's operation and maintenance expenses are based on budgeted figures
for Fiscal Year 1977. Commencing in Fiscal Year 1978, the estimates are, computed using
the Fiscal Year 1977 figure as a t.se and increasing that number by a percentage of annual
plant-in-service additions. This percent 2e is based on a study of historical data.

Column (5)—Remaining BPA Revenues

Remaining Bonneville revenues are available for financing Bonneville construction and for pay-
ments to the Treasury for Corps of Engineers and Bureau of Reclamation operation and
maintenance costs, annual interest expenses of the Federal System and amortization of the
power facilities financed from appropriated funds. '

. Provided by Bonneville Power Admin-
istration, Divisions of Power Manage-
ment and Management Services, June
28, 1977.
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snly System is empowered to acquire, construct and

Y
fagilitics for the ganeration and trensn iesion of

e pover and erargy, but does no* eav:qge in the

——

0 < PP T e . i 3 = § ~ ol . o | A Y g, =
sapply Systeim @2 typiacal oL Lhose 20X 2 publlc

P T o e - -

b ars of Yhe cutrpus of the prajects as an faterin measuis

Bt g 2R - 33 O AN Y g de g yer 3 - . . - ryvy ds 7
.1 debt sacurities), and, for pexnanent Eiaancing,
IR Lo

caully

.

was from o variety of wholegsale and retail sales, but

ivom sales of gencraticn, ard since revenues do not
r D - .F_—’- . .
4 ecosts but rather are limited Lo relmsurece ent of
\‘- ’ _’M

' 4, there are no internally generated funds in the sense

e e e e e et . et et ..

' & e : . R
| ) tiined earaings wnich micht %e loolked to as sources ‘of

e it St
T e ——— . . i —————— i i
. 5 de 2 s . W % z
uction funds. Thus, in the etsende ¢x equity ox
—
s

.'h

ally generated funds, delt sacur ities are tha funda=-

-~

| L zeurece of construction {inancing.
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Rrevenue ponds ©X notes are the normal form of debt

55¢Jrity for publiic agency sinancing of activities such -

5 electric generatien conatruction progransy and SupplyY

Caegtem debt sccurities are of the revenuc pond ©F revenud

-

ate tyDee Sgeciiically. the Supply gystem is authorized

o Y

v RCW 43;52.3411 #9 "issuco revenue ponds OF warnrants

f.]dbld Zppm L0O revenues Of the utility prcgertias

.

~-oeated DY ig".

mha izsuancs el sueuritiad by Lhe aynnly gycien on a
nyoject inancing baslis o8 stx: .Jx\fr:.c'J. ghe Susgly
gyrieem’s ncard of pixvectcrs adopis sesolutions descrihing
*h ytg;sceé gysten OF plan &na setting forth the © £impat

coct Just prior o the lssuanes of scourities. hese Yesc”

securities in whica cartain covenants are made tO sach

i muyRrs. such plen 2nd svztem reeglutiuns have boen adonted
£er WHP=3 @nG fip=-3, in acdition LO epacific resolutions
fox the jssuance 0O« revenu® bONGS foy these Projects.

The bonds Of aotes of the Supply gystem are regotiable

instruments and legal cacurities for deposits of public
g rmonies, and are legal jnvestments €or trustees and other

fiduciaries, and for eavings and loan associations, banks,

: 14 insurance companies.



a5 to the souzce of coastruction funds, the fcllowing
.+ ayrusarize and provide background regarding, and explain
. sjiference in some respects retween, the plans for

__-eing the cost of WP=-3 and WIT=5.

II. Wiz-2 FININCING

Viea'tie

2 vadariyiac sacerity for the tonds or notes for
starts with COntracis with utilities whe have uagcar-

ro surcheza the output of LiP-3.  Thus, the issuance
b /

“a yrevenuz hoads for WP-1 18 Lased upcn_zii_sgﬁijggfggl

eapks of 103 public and ceeperakive ut ilities (the
————————— . . w———— - —-—;__.______,.——-'—’—o—’ ——
P Gatizanes”) to puxchase =he cnt.ire electrical capability
! e ———
12 Supply 8yssem's 70% share of ¥M2-3. The remaining
‘.'-—-——————\_______—-_-___,__,/“ _/—
aanership share of WiP-3 has been pucchased by four
_,./\_‘_- Lo — - o 4___/——“,- ——————
GRS T < < F ‘Owu;d rtzl*‘in. (he "Cucmpanies"), as discucssed
plbal 1 Wil il et 5
4 +3il below. The contracis with the nublic agency and

~o=m 0of Net Billing Agreament is set €orth in Exhibit A

0n

to the Supply System's forma 1 Application (Applicant

fihibit 1). The agrpeu-nbs with investor-owned utilities

e i ————

-—

ar¢ called "Ownership Agreements . The Ownership Agreement
iiniaten. st

. &lfo is set fo th in Exhibit A to the Application. The

“enpiy Svstem's ownarship share of the capability of wWNP-3
{701 has been sold by the Supply System to those 103

ly and ccoge rabively owned etilities, all of whom
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are statutory praference custoners of the Bonneville Power
saministration (“B?A“ or "ponneville"). In addition, a
portion of ithe Supply System's share of Project output
will be sold to 15 industrial customers of Bonneville

grom the date of compmercial operation throuch June 30,

1984, pursuant to a Power Sale Agreemenle. “he remainder

of iha Project (30%) has Zeen purchaszd by tasc fcllowing
companies, each of which are 3180 custoners of BPA, in the

«: Pacific Power and Light

Company (vpraL”) (103%), portland Caneral b echric Company

P — e

- ——

wrap®y) (L02), The Washingieon Wwater Power Conpany (*uwe”

o ——

-

(53), ant Pugat Scund PowWsr and Lisat Cospany ("PEPEL")

tndaer both Kst nilling Agreaments & rd Ownership agroe-
ments, the Eupply Systen recoivas a prenise to pay a portien

'\

of the costs of acquiring, conztructing and cperating wWi@-3.

p—

The aggregate of these puxchasar’s obligations equals the

i
total costs of the facility. wach Participants' portion
S ———

of such costs includes the amount reguired each yecar to pPay
the intarest and a portion of the principal on the bonds out-

us the Participants' share of the annual operating

0
r
fu
pe
r\

|
o
Q
-~
g

-

costs. The Companies are ¢inancing their 30% ownership share
of wnp=-3 individually. Howevar, the Companies also pronise
to pay the sueply System for thoir ownersiiip share of annual

pperating costs. The supnly Systen covanants with the

-

band hnlders to pay vhiis prinsina and interest, as



',J'zl in th2 bond recolution, from the revenues recaived
shich are pledged to payment of the bonds. The Supply

. acrees to set aside, in sinking funds, amounts

i e

of .ient o p 2ach year's accrued interezt and principal
3 decosit all revenues of the Project into a Project
Ruew Tund. The Supply System further premises nct to

-5 eny medification of the conuracts with Participants

- - " oy — - -~ i - | PR —
fe OX aaencmont of ths boend rigo

& &5 &3 oV & x’ = ~ | -
Jpdbed 2T the vichte of thae bond haldaers.
Ny - - - P - - ~ % 5=
Nee Bliling fAge 2t are cecuted oy each Paz=-
1, - - F s T ~ s L B°
e Duprely Sjys. ad Bennaville. The lict Pilling
. & N . .% . ' as N v & . Y > - : " ¥
a’l VS froysids Rk Ly Gudily Systen's® owhiershlip share
- | v g ¥ -~ vy b -y » - >3 ® a - . =~ % - LY
3 es (liky (exccpt as noted earliey with rogpset
.

custoaars) will Lo sold by the Sunply
. to the Pacticipants as statulovy preilevance customers
:2ille. Tun Uel 3iiliag Agrasaanats a2lsc provide that
raicipant will a=zsign its shara of Project capabilicy
eville, In turn, Bonnoville will ecredil the paymealts

the Subply Syster. by each Paxzuicipant for the Pax=-

proportionate share of the Project's annuval costs
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made by
ﬁﬁﬂ‘
= 'llle to the Participant for power and certain services

- red under cther contracts. The Net Billing Agreemcnts

that the Pariicipunts are c¢blivnted to pay the Susply

whather or not WNI~3 is eccupletad, oparable or operating,

p—

e ——"



.4 potwithstanding the suspension, interrupticn, intex-

_.wence with, reduction cr curtailnment of the Project

bt L L

tput. Significantly, the Net Pilling Agrecwmonis also

crovide that Bonnoville will credit the Participants for

cayments made to the Supply Systen irrespective of en2rgy

that the

e e o e

~tvally received. Thus, there is assurance

.
. > g* . S
woir shere of coasts

uo

In case of default of a Counpany, the non-anfanliing

o saamiine e et SR =l fpend

cemaanies way satisfy the total reguirvuent

—-—— —*.—-—-’"_’-' - -
~7 the éa2faulting Cowgany. In the event of a cdafault of
——— S— ‘~/’

= IR e R . el - ¥ ...\. *
Participanis are n"zg rad to auvbto-

NN

e
W

a Participant, othex

—

natie stap-upgs <f the ir billing (by as much as 25 perc
il -—-——-————"—‘-——‘"- B

o0 satisZly the *ofal Part‘"!;‘nt obligations to WPESS.
e b e LIPS 1 S ’ » o it
r xﬂw:v*fm“ of Projuct

——

Tha first lovel of scoud ity £o

tonds is the revenucs to Le darived

&
o

om opcration of the

: *roject. The gecond level of security is the lick pilling

rgreements executed by the Participants and tha Ownership

igreements executed by the Companies. Since the Partici-

pants ard the Companies are (Jllcaqu by thosa Agreements

R

to make payments whether or not WNP-3 is completed, opcrable

or operating, and notwithstanding ink criuption or curtcll-

y
wnt of output, the source of Eundse Sci’EEEﬂrgqunt of
— ‘—"-ﬂ\_
u 'roject costs is not dependant on actual nro; 14 ’fVCﬂW".
ia e SR T i ——— - - - i
' the payment of Project CoOsts is "..sLT’d" on a broag




sarough the ohligation of the 103 public and ccoperas

entities ané, to the extent of their interest, the

L our investor-cwned Companies. The aggregate of these

.5ligations equals the total cos: of the pProject. The

«ird level of security is the o wligation of the vaita

tng Govarnient, throuygh fponacville, to provide power

2 + - D yais X N 3. 3 sencs bod Rog 72 .Y .
1 oredits Lo Tas paricicipantys 1XTQSpeteiyvl of the opsia*
+ 3 r' -y vt : - oy 1,
ea ©f the ProjsCl, hege arrangunents ensaie the
LS S A - - - - Y - o2 L]
=31zLility of revenuss to the Darticln -5 sufflilsiane

vhod of financing large eleck:ic generaiing

P b | T e er b= o . 2y : oy qph g &
~ct: and ¢loctric systenms has been succsssfully

-

+ilized in the sacifiec lorthwest for many years.

i5 proven to he a cound ecconomic neans of financing and

o (= oy -
~ed o the nesws Ok the Cuvzsply

[
3

var=icularly well ac:

“es -
tegtem fn un

-:neraking projects. Acain, the promise O pay contained
& - .

P

not dcrcndant upon SUCCESS

in the Net Biiling Agresments is

ful operation of WiP-3. Each Participant is obligated to

raise rates to whateyer level nocessary to meet its share
ARSI 4
andatory

o ——

of costs, and there is no legal restricticn or




: +: by other agencies to prevent this frem occurring.

cxodits and power are available irrespaective of Project

12i9=3 obligaticens, which ultimately are backed by the

‘. Covernment,

-

- £ Y : 1 b foke 21 Bias ! od iy b 3
zach of the Coprraies will Zinzonco thely ovmigrship

vornally genserated funds, lease
' 3. angd otiasr seoursd and uvnsec

‘nitruction and is now oporating

. e g .
: the balance oL their

- A e % -
vis,, shcrt=tarm borrowing,

a2 s e 54 e S s g | s
raa Traniactions gor oaon=-

b . R -~ - % You s - s da : = P, < i .
LStZIC Projcet (27,220 kw). Construction costs of this

“j8¢t ware financed by the szle of revenus bonds in Lthe

-aat of 513,700,000, All costs

Jove been paid on a current basis

“<nds have been applind to retire
A2 Project output is sold to 12

r

’

v
=
-

1

including debt sexvice,
and, excess construction

$519,000 par valuve of

? “2nds ahead of schedule. In addition, $415,000 bonds have

2N retired accoxrding to the originazl retircment schadule.

34 &/

-Tating revenues for fizcal vear 1976 totaled $732,259.

-



~aa Supply System also has financed, cons:iructed and

,' 4.+ operating the Hanforad Cenerating Project, which is

~iied steam by ERDA's N-Reactor. Construction costs
:inanced by the sale of recveaue konds in 1963 in the
-.1 amount of $122,000,000. Al costs, including dsbLit
ice, have been paid on a current basis ard, in aédition,

construction funds have heen a

[N

el

e
(9.7
*
v
Al

e

.225,000 par value of bonés ahead cf schedulo. In

© is sold to 76 -—ower purchasers, including pudblic

f AuF districts, sadicipalitios, rural electric coop=

ves and invastnc-ovuned utilities in the lNortawvest

-0, Oferating revanues for fiscal vear 1875 totaled
£9. 790,579, ‘
The Supply Sysicm is construct irg a 1250 pv nueclear
“ating plant dasigynetad wWoucs Juclear Project MNo. 1

HP-1" located on ZNDA's Hanford Faeservation near
~tand, Wa .i;n~ton. in September of 1973, the Supply
-2 issued the first long-term revenue Londs to finance
< plant. To date, a total of SSBS,OO0,000 in long=tern

“as been issued. These securities were ratad Aaa by
e Investor Service, Inc. and ZAA by Stand»rd and

-

Corporation. uNP=1 will have an installed capacity

«7 .3al operation is schedulad for Ja nuary 1932

CLe

/ 1%
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The Efuzply System is also constructing WFPSS Nuclear
ovaject No. 2 or "WNP-2" (formorly Hanford No. 2) which is
-1:0 located con the Hanford Rezervation. WNP=-2 is being
¢iranced in the same manner as WiP-1 with the eatire cana-

1.lity being sold to public and cooperative hodies under
~iilar Fet Billing Agreements. In July of 1973, the Supply

: . . = & i 5 ovan 78 ' £ vy
tem issuzd the first loug=tasra ravenvs sonds o finanea

-2, 7TC date, & tolal of 58¢02,000,000 ia long-taem dabt
‘-*_\——\—_J 2
Leen iszued, These cecuritims wern rated Aca 7 tecdy's
S —— T —— ~\\
J2LLlOor Sexvice, Inec, and A2\ by S:andsvd and Poor's
Torporation.  WNP-2 will have aa Install:d capacity of
? magawat®s and will cost an oztimatred $9585,005,000.
ﬁ srarelal cperation is schadulad for Sontonder 193830.
The Surply System has alco baaun work on two other
A0ar electric generating plents. Nucleaz Project
4, a duplicate of luclear vrojact Ne. 1, is located

- )

‘a¢ Hanford Reservation ancd

zation in July 1533 WNP=-4 will cost an estinatcd

i

-+715,33%,000. \ug ear Project No. 5 (in which the

» /M‘
“upsly Syst tem nas @ 90% ownershipn inter~st), a duplicate

-~ =

£ Nuclear Project Ns. 3, is located at the Satsep Site, / 7 l

mex 42X Abardeen, in Grays Harbor County, 'ashington, and is
=
by

Sudnled for commor

($)

ial operation in March 19835, LNP=-S

&
R v yeo, NN““‘

1,718,66%,C00. )ch: NEC has lssued

, -
i AN A 17
tind work autherizarions for hoth Proiacts and vork is




Total wuclear pr
costs

! Tranemissien
Costs

2/

iaveatery cost

cora

Nuclear fuel
for fir

Total Estimaited Cost

A e —

Lxelnstve of Coupaning {ja, o

Sucleas fuel vill e

g
10 expeis

: s s Bol oo b
Purchaaes yragha» £’

fv‘fo

y oW
i

$910,525,000

§ 14,939,000

$ 44,475,000

S — . —

$970,100,000

lassed.,

b
. L
o finance WNP- 3, revenue ootes in the a2 oL
y - : & - 2 .
#ﬁﬂ 3,000 ware sold in deveubar 1972 for pra ary
»
4 . - -~ -
ng aad initial conitructlon euete and grogress pay-
.+ These notes matured ana wiére roligfd on June 185,
.
The Snpoly Syston has alec Lesund m.llion of
LSBT | Quapua b A SO i 25 Thead Yo LGB0
'
', ,"”;’ \~‘.". ‘i&f - ‘-, :l 3 . ;.“ '/' .f..h ‘L.’“ 4 4 -‘ Fi '(’(.-
- F
Yoo B2 Frandac® an? Poor' s LSt s,
. A . 3
€5 and atl egusnd 1f;v.s ALY E4xing as haoing uy
‘
B ) ¢ cive Bia - ) . Al
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s el B , < : ! 0 [
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] e Lar
# “
SAEREF with ¢ “i By ke gale cnd purehssa e th ¥
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; - \ Ty . A . g
Ve QL 2HP=3 pav % ;gj/;h-a N3l B0 TNDP=3 conls, ine
Sng dok szovice ;y!u;d ted estivoute af tb toLal
5 af Whip-3 $ 8L Apzid 36, 197 ieq

” . ‘J{
/ Tersl Pyvontanr 4 d
'\ .- - AT T T R
‘ ~ TCGa 2 /
¥4,196,707,900 -
\~._~.._ e T

$ 21,413,000
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re follows:

Yoar

| amount to $124,737,000,

Thru 19875
1977
1978
1979
1980
1981
1982
1983
1934

issue approxzimately $7£0 million dollars of its tax exempt
revenue bonds in serij
°>f construstion,
ends in the follofging

ollowing rchocdu¥a:

million revenue Yonds

)=

The Supply Systen ownerzfip share

YPPER-T04%

A - — ———

b A . Y,
7“.‘, {wt ,! o4

<

W

60,213,030

ar,

$147,652, 090
$202, 275 400
§234,28 ,000
$107,267,000

$ 12 /183,000

161,000

5124, 735,000

Siting, fuel cycle ~¢its, payments .0 vendors, and

rd

szliminary construction expenditures fer Wip-3 throaﬁg

april 30, 1977, exclusive of Companies fiaancing eyfonszae,

is $89,779,000. Current estimates for mP-3 376enditures

(including fuel and cwners' coct) through the yoar 1904 ar

wel,

103,691,300
$ 80,405,000
S167,726,000
$125,7%6,000
$209,326,000
§307,741,00C0
$130,355%,000
$ 17,312,000

$§ 8,304,000

To continue fincacifg WNP=-3, in addicion to the $250

ready sold, the Supnly System will

* Supply Systen plans to issue those

ERrosimita amounts and on the

e

3 from time to time during the period



Date of Issue Arount

1977 $200,000,000
1978 0

1979 $150,000,000
1980 $150,00¢,000
1981 $150,000,000
1982 $ 70,00C,000

~

Each series of bonds issued will be eon & parity with cthsr

>

Londs issued,

IZT.  WNP-5 TINANCING

The Supply Systum's ownarghip share of MMIP-4 (100%) and
Wi2+=5 (90%) will be financ:d in the sove manner as WNP-1,
WwiP~2, and Wh2-3, i.e., through the issuance of revenue bonds.
All projec:s heretofere undartuken by the Supply System, except
¥iP=4 and WilP-5, have been financed as sgoparate systems. Tha
Eupply Systam's owncrship interests in WiP=4 and UNP-5 will
b2 financed together as one system, and the praject finaneing
approach used for WNP-l, WNP-2 and WdNP=3 will not be altaered,
althouéh there are some differences in the underlying con-
tractual arrangements, as I will explain later. Under that
approach, the Supply System's Board of Directors adopts
a resolution describir7 the proposed plan and system which
sets forth the estimated costc just prior to the isguance of
sacurities. These rasolutions, adoptcd by the Supply Sysiem's
Poard, sarve as the indentures o the huvers cf the securizies

in whieh ceutain covenants are made to the huyers, Such
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.o and system resolutions have peen adopted for P-4 ond

e, in additinon to spacific resolutions for the issuance

revenue bends for the Projects.

pacific Power and Light Company, an investor-ovnad utility,

4 conhrachually conmihted in an "Cwner ship Agreemant" to pur-
~ee 10% Of the elcc rical capability of wp-5, A cOpY of the

.aen PPSL and the Sun“]v Systam ig sat

LT B ¢ ¢ pxhibit H O s Supply gysten's formal Aoplication
> n e - - e
j=znt's E Hhibit 1). Exhiibit H was addad to the fornal

;s respective construction ProgYans,

short-tali porrowing, S 1e of eguity
5% 4 genﬂrateﬂ eynds, leases

* pthor secure d and unsecurad
:oiions OX censtrucition financing.

the aecurikties for WNP-4 and Wip-5 are secured by coen=

s betwee ) svatem and 88 public
3/

jes (the wparticipants”) to purchase

the entire electrical capability of wWP-4 and ninety percent
(90%) of the capability of WNP-5. These contracts are called

| ,

g 21 municirn]*ties,

3/ T =s@ 88 Participanis consist of
9. Gistricts and 43 el eciric caonezatives jocated
p.inc;pally ia Wasnington, Qregon, fiaho ané Jdontana.
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£ 4

-, y:icipants’' hgreements”. A fora of Participants' Agree-
r £ F

- v
.
i

4t is set forth in Exhibit H to the Suprly systexn's formal

y;lication (hApplicant's Exhibit 1). Undex the Participants'

nts, the Supply System receives a promise fron the

oo

1qts that each will pay a portion of the costs of

}.:;icip

.

i ooadring,

constructing and operating the Projects. The

o

jpoorecata of the Participants' obligations eguals the
i

«un1 costs of the Projects., Each Participants' portion

y - b e [
Loouuch costs includzs the amount roguired each yecar to
iy the interest and 2 portion of the principal on the bonds

sorating costs. The Supply System covenanis with the

==nd holders in the bond resolucion to pay this principal
=3 interest from the revenues derived from the operation
~f ¢he facilities. The Supply System agre=s to set aside,
» sin<ing funds, awounis sufficient to pay each year's
erved interaust and principal and to deposit all ruvenues
=% the project (WNP=4 and NNP-5) intc a Project Revenue
und. fThe Supply System further promises not to agree to
- any medification of the contracts with Participants or

| others, or amendment of the bond rasclution which would

‘:ivarsely affect the rights of the bond holcéers.

e first leval of security ZIor repayment of bonds

i8 thoe revenues te be derived from operation of the Project.

P sanl 2 o -4 P 2 e o) . %
A2 gecond lavel of secarllty 13 chat ¢h
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ohligated to make payments whethe: or not the project is
completed, operable or cperating, 1nd notwithstanding
jnterruption or curtailment of outnsut. The source of
¢unds for the payment of Project cosis is not dependent
on actual project revenues, hLut is "insured" on a proad

pase through the obligation of the nunlic and cooperative

entities. Assurance that such cbhliations can be met is
provided in that tae participants c¢ venant to increase
| rates to the 1eel necessary o nect thelr ohligations €O
phe Supply Systen. nl.ese rotus are ot subject to review
or approval by &ny state acgoncy. In tae caze of defauvlt
by & participanz, each cthcr Participant in its class
(i.e.. cooperative Ox public ageneic: ) prenisos to step~up
hair respective obligaticns by as v ch as 25 percent.
prior to tiz eracution of the psrticipants’ Pgreenents,

initial financing of wip-4 and WNP=5 was supported to 2

=
‘40
p
(53
O
"}
0
i
O
W
o
(]
L
2
“\
3
o
o
(t
(4]
.
)
S ’
0O

pawimum level of $100 mil
Sation Agreaments gave each signer (93 Opticn articipants,
ceneisting of 25 aunicipalities, 24 @isztricts and 44
electric cooperatives located principally in wWashington,
Oregon, tAaaho. ard Montana) an opticn to obtain a share of

’ the Project's output by executiﬁg a Participants' Agreement
at least egqual to his Final Cption share. Under the Option

o
-

Lgreements gach t

pae

1ity had the same shgoluta obligations
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+0 repay the $1.00 million authorized as he would in the
pa:cicipants' Agreements. However, that utility was not
cbligated to exccute a Participants' Agreemant. Based
ugon the Opticn Agreements, short-term revenue bends in
~he anount of $i00,000,C000 were sold in July 1975. Par-
+igipants' Agreanents arc fully executed for 100° of the
sutput of WNP-4 and 90% of the output of WiP-3, and the
coligation of the partiecs Lo the Ontion Agreements is being

pirased out by the parties to the Participants' Agree-

P76 finance WNP=-4 &nd WiP=5, revenuse notes in the
mounts of $15,000,000 wexa sold in August cf 1974 for the
srelininary planning and progress paymeats. These notes
matured and were retired on June 15, 1976. In addition
to the $100 miilion sho*t~tc:m.rav:nue bonds sold in July
of 1975, the Supply Systenm has also sold $145 million in
long-term revenue bonds in February of 1977. These bonds

were rated A-1 by Moody's and A+* by Standaxd and Pcox's.

An updated estimate of the total cost of WNP-5

current as of April 30, 1977) is:
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12 view of execution cf the Participants' Agreements,
cmancing of Wup=-4 and WNP-5 will be continued by the issuance
;;proximately $3,199,000,000 of tax exempt revenue bonds in
..eios from time to time during the period of construction.

.a Supply 3yste= plans to issue these bwonds in the follewing

Dat: of Issue Amount
1977 $255,000,000
1978 $535,000,000 °
1979 $550,000,000
1980 $550,000,000
1981 $529,000,000
1582 $541.,000,020
1883 $229,000,000

sonh sarics of bonds issued will be on a parity with
or bonds issued. A schedule summarizing WPPSS construc-
.1 projects firancing activities through April 30, 1977
.+ artached hereto., WiP-4 and wNp-5 financing activities
*r2 sot forth in this schedule under the heading "Cenerating

Ficilities®.
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Washington Public Power Supply System
A JOINT OPERATING AGENCY

PO Box 968 3000 GEO WASHINGTON WaAY RICHLAND WASHINGTON 98352 PHONC (TTOS) 946.1611

Docket Nos. STN 50-508 July 12, 1977

and 50-509 G03-77-744 ——
Director of Nuclear Reactor Regulation
ATTN: Olan D. Parr, Chief

Light Water Reactors Branch No. 3 all”
U. S. Nuclear Regulatory Commission AR
Washington D.C. 20555 ~° g

Subject:  WPPSS NUCLEAR PROJECTS NOS. 3 & 5 e :
FINANCIAL INFORMATION UPDATE : N

Dear Mr. Parr: R

In response to a request to update certain financial information concern-
ing WNP-3/5, directed to WPPSS by your Mr. Daniel T. Swanson, the re-
quested information is provided in the below listed attachments.

Attachment I - Official Statement, $90,000,000 Washington Public

Power Sunply System Generating Facilities Revenue Bonds, Series
19778 (Nuclear Projects Nos. 4 and 5).

Attachment Il - Proposed Official Statement, $230,000,000 Washi- 3ton

PubTic Power Supply System Nuclear Project No. 3 Revenue Bonds,
Series 1977.

Attachment III - Discussion of WNP-5 cost increases and a discussion
of cost differences between WNP-3 and WNP-5.

Attachment IV - Source of Funds for System - Wide Construction
Expenditure during Period of Construction of WNP-3 and WNP-5,
Applicable to Pacific Power and Light Company.

While preparing the Plant Capital Investment Summary for WNP-3 (Attachment
I111), we determined that the total project cost for WNP-3 was miscalculated
in the Testimony of James D. Perko regarding Financial Qualifications which
was submitted at the evidentiary hearing on May 24 - 25, 1977 (Transcript
following page 598). In Mr, Perko's testimony, the total estimated cost
for WPPSS' 70% share of WNP-3 was accurately stated to be $970 million.
However, the total project cost for WNP-3 was erroneously stated to be
$1,281,657,000. This will advise that the correct total estimated cost

for the entire project is $1,385,716,000. Mr. Perko's testimony will be
corrected on the record by affidavit when the Applicant submits its reply
proposed findings of fact later this week.

8‘/’&9’3-29‘,‘9‘/“ 771990120



Olan D. Parr
Page two

We trust the attached information satisfies your request, and assume the
Staff will submit an affidavit updating its financial qualifications
conclusions by July 21, 1977, in order to promptly close the hearing
record.

Very truly yours,

D% Renkrger

D. L. Renberger

Assistant Director -

Generation and Technalogy
DLR/RCD:gs

Attachments



Docket Nos. STN 50-508 and 50-509
Letter DL Renberger to 0D Parr,
Financial Information Update

STATE OF WASHINGTON
COUNTY OF BENTON

D. L. RENBERGER, Being first duly sworn, deposes and says: That he is the
Assistant Director, Generation and Technology, for the WASHINGTON PUBLIC
POWER SUPPLY SYSTEM, the applicant herein; that he is authorized to submit
the foregoing on behalf of said applicant; that he has read the foregoing
and knows the contents thereof; and believes the same to be true to the best
of his knowledge.

oATED S wly /A , 1977

oD X oloen 40n,

0. . RENBERGER

On this day personally appeared before me D. L. RENBERGER to me known to be the
individual who executed the foregoing instrument and acknowledged that he
sign:d tgc same as his free act and deed for the uses and purposes therein
mentioned.

GIVEN under my hand and seal this 42Zg& day of %_ , 1977,

éér ‘“”C 'ﬂ ‘% iﬂr EE ;EE 0'
Washington '
Restding ot QR ok domat
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