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MINUTES OF THE
WASHINGTON PUBLIC POWER SUPPLY SYSTZM
SPECIAL EXECUTIVE 30ARD MEZTING
SEA-TAC OFFICE, BOARD ROOM
SEATTLE, WASHINGTON
APRIL 5, 1982 - 3:00 P.M.

The Soecial “eeting of the Executive Board of Washinglon Public
Sower Supply System was called to order Dy Chairman Stanton H. Cain at
3:04 5.m. There was & guorum present. An environmental analysis of the
April 5, 1382 agenda had teen prepared which showed that all items on
the agenda were exempt under applicabdle SEPA guidelines.

ROLL CALL

Stanton H, Cain, Chairman
Joe Recchi

Payl J. Nolan

donald R. Claynold

C. Stanford Qlsen

“oward icnman

Jack Aelgh

Joar4 “empers Srasent: R. Q0. Xeise=, Chelan County °yD; Harold F.
Yeison, arant County 2UD.

-

Athers Sresent: Peter T. Jonnson, £4 Mesey, oy figuren, Terry gsvelt,
T T, aacciif%e, Jim Curtis, J. R. Lewis, Lee Jonnson and Stuars Clarke,
Sonneville Power Acministraticon; J. A. Hare, Administrative Auditor;
Jona's F. Petersen, Legis ative Sudge: Committee; Douglas L. Rogruck,
Pacific Underwriters; Cean Sundquist, Seattle City Lignt; Jonathan
Ungor, Princeton University; Jonn Wolcatt, Smoncmish County PUD; Betty
Georze and 3rad Jenes, Jasnington PUD Association; €. 0. Qietrich,
‘nsex; Clarcy ®iretle and Zhuck Jones, Teamsters Local 252; Chuck Wite,
Lascrers Local 374; Eugene Piazza, Sicel, Rives, 3gley; Steve lemre,
Jon' s 2ankrupt Washington; Jim Lazar; Sue 3lakely; Steve 3ates; 8ob
Lane, Seattle Times; Les 3lumenthal, Associatec Press; Joe Copeland, The
“er3ld4; Sandra “cDonough, The Oregonian; James Oullenty, “ri-City Herald;
John Gillie, Tacoma Ylews Tribune; George Zarris, <ING Racioc News; and
4illiam 20yd, KSTW4 TV.

3ta’® dSeesent: A, Squire, G. E. C. Jouse', 2. W. Mazur, G. F. Safley,
T 3. Jerxg, 0. A. Thoresen, R. S. Leddick, S. J. Newsom, R. Anderson,
R. A. De Larenzo and S. A, Reese.

MINUTES

The Minutes of tne Soecial Zxecutive Zoarzs meeting held on March
12, 1982 were sresentes ‘or consiceration. Chairman Cain oointed out
=nat revised Minytes of this meeting were Iontainel in Ihe Sxecytive
3pard nembers’ folders. The revised Minytes contained a change which he
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txecutive 2sard Minuzes - April 5, 13582

78C requestec. Me pointec out that tne cnange acpeared on Page 7 of sne
Minutes and consissed of tne following added sentence: “Chairman Cair
resooncded that Mr, Gencler had not recuested %o speak and snat he nac
not peen aware of Mr, Gendier's desire to comment prior o the vote."
Mr. Ricnman moved that the Minutes >e ajoroved as contained in the Soarc

memders' folders. Mr. wWelch seconded the motion. MOTION CARRIED.

REPORT 8Y TME DEPUTY MANAGING DIRECTOR

Mr. A. Squire, Deputy Managing Director, reported that R. L. Ferguson,
Managing Director, was recuperating from his syrgery faster than had
been anticipated by the surgeons. Mr. Squire stated that Mr. Ferguson
wished %o express his aporeciation to those who had sent messages of
concern during his stay in the hospital.

Mr. Squire called on D. W. Mazur, Director of Projects, to review
the recent project events and current status of the three net billed
projects. Mr, Mazur statec that WNP-2 was currently 89 percent compliete.
The fuel Toad date for KWNP.2 {s scheduled for September 1983, 4With
respect to systems turnover at WNP-2Z, Mr. Mazur reported that 17 systems
were scheduled <o be turned over to the startup group; however, only 10
systems nad actually been turned over at this time.

Mr. Mazyr reported that WNP-1 was currently 61 percent complete,
which is four montns anead of the projected schedule. Fuel load for
dlf-1 is targeted for Aygust 1985,

With respect to WNP-3, Mr, Mazur reported that tne project was
currently 30 percent comclece, with a fuel load date targeted for
Decemper 1585. This fuel loac date is six months ahead of the schedules
fuel lpac date.

Mr. Mazur then reviewed the manpower at the project sites. The
total manpower “or the sites were 2as follows: WNP-2 - 5,200; WNP-Y -
6,722, and WNP-3 - 5,010. Mr. Mazur stated that WNP-3 was presently at
their peak manpower figure,

Mr. Mazur reviewed the major milestones for the three projects. Al
WNP-2, the hydrostatic test of tne reactor pressure vessel is scheduled
to take place in August 1582. Mr. Mazur also reported that with respect
to the potential Titigation on the nuclear steam supply system fnvolving
the General Electric Company, the Supoly System had reached an agreement
with General Clectric for GE's near-term support, as well as an agreement
to preserve the Supply System's rights, notwithstanding the statute of
limitations.

With respect to WNP- 1, Mr. Mazur reported that the completion of
the containment dome concrete {s scheduled for May 1982. In addition,
the Supply System has been notified that the Nuclear Regulatory Commission
will docket the Final Safety Analysis Report on May 10, 1982.

Mr. Mazur reported that at WNP-3, the Reactor Auxiliary Building
concrete is scheduled to be completed during April 1582. Mr, Mazur alse
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Executive 3oard Minutes 3. April 5, 1882

regorted that Iasco successfully sassed their N-Cersificate survey.

Mr. Mazur stited that there nac seen a walkout at the WNP-31 site on
wednesday, March 31. The walkout involved orimarily electricians and
pipefitters, who were protesting the use of a nonunion sudcontracior at
an adjacent site where SPA is building a switchyard. The dispute has
peen resolved with the pipefitters; however, the matter has not yet been
resolved with the electricians. Mr. Mazur stated that \NP-3 will lose
some productivity during the month of Aoril as a result of the dispute.
Following further discussion on Mr. Mazur's report, the next item on the
agenca was considered.

SELECTION OF THE COST EFEECTIVENESS STUDY CONSULTANT

Mr. G. F. Bailey, Assistant Director - Technology, pointad out that
she Executive Board members’ folders contained a letter related to the
selection of a cast effectiveness study consultant. Following 2 review
of the activities which had taken place with respect T2 the selection
srocess, Mr. Sailey reported that the State Fimance Committee had met on
Agril 1, 1982. Six consultants nad been submitted to the State Finance
Cormitsee for their consideration. Ygwever, by the time the Committee
met, Foster Associates had indicated they no longer wished to be con-
sidered. At the meeting 3n April 1, 1982, the State finance Committee
disqualified National Econmomic iesearch Associates, Decause one of its
afficers held donds for WNP-1. .n addition, OHR, Inc. was disqualified,
secause one of its officers, as an individual, held a cansulting contract
#ith the Sugply System. Mr. 3ailey reported that the State Finmance
cammittee staff had noted some 24 #ficulty in obtaining information from
~he [nternational Enerzy Associates, Ltd. references and therefore
secided they nad ‘nsufficient iafarmation %o qualify IEAL. As 3 resuls,
-ne State Finance Committee apcroved Applied Economics Associates and
“neernational Environmental cansultants, incdicating a sreference for
isolied Sconomics Assocfates.

Me. 3ailey reported that tne Supply System staff had revieved and
evaluated =ne arsposals submistad by the TwC consultants. The areas
evaluated included thne sschnical appgroach, the quali“ization of the
firm, tne cersonnel involved and tne price offered in the proposal.
fallowing the evaluation, the s-=a¢f recommended :hat Applied Zconomics
Associates be selected as the consultant to perform the COst effective-
ness study.

up. ecchi stated that at the sime she resolution was passed Ty tne
Executive 3oard recommenaing the Six cansultants, the 3card nac directes
+nat Applied ESconomics Associates was +0 ne suomitted only i€ the stafe
determined that its proposed subcantractor. TIRA, was free of conflicts
of interest. The specific concern which r § bSeen expressed was whetqer
or not TERA nad an interest in yranium @i ng. Mr. Bailey reclied that
it had been determined tnat TERA did not sve 3N srganizational interest
in uranium mining or expigration campani.s and, further, hac no interes?t
in yranium properties. Y“r. Clavhold also pointad out that this informa-
sion was contained in the documentation which nac deen sybmisted t¢ the
s:ate Finance Commitiee, Mr. qecchi asked 1€ doth of the finalists
recognized the time frame under which they must srepare the study 1n
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orzer o mee: tne required deacdlines. He also 2sked 1f tnese ceaz'ines
would corresaong with the Novempe~ election. “r. 3ailey renliez sma:
S0tn consyltants understood the time restraints and felt <hat they couls
conduct tne study and publish a “inal report by August 1, 1982. Comple-
tion of the stugy by August 1, 1932 would allow tne matter to appear on
the ballct for the Novemoer election.

Following further discussion, Mr, Clayhold moved that Resolyticn 61
be adopted, identifying Applied Economics Associates as the consultant
to concuct the cost effectiveness study. Mr. Nolan seconded the motion.
EXECUTIVE 30ARD RESOLUTION 61 ENTITLED “A RESOLUTION SELECTING A CONSUL-
TANT TO CONOUCT THE COST EFFECTIVENESS STUDY REQUIRED BY INITIATIVE 394
ADOPTED 8Y UNANIMOUS VOTE.

DISCUSSION RELATING TO BONNEVILLE POWER

ADMINISTRATION'S ORAFT POWER LOAD FORECAST

Peter Johnson, Bonneville Power Administrator, stated that the
gocument which was to be reviewed at this meeting was a draf: report of
BPA's forecast of electricity consumption in the Pacific Northwest. He
continued that the report hac been developed during the past severa)
montns and had extensive public imput. He stated that this forecast was
to serve as a dlanning tool for Sonneviile as it fulfills its ressonsi-
tilities and authority under tne Regional Power Ac:. Mr. Johnson cone
tinued that 3PA hac sought reviews of the forecas: by the Regional
Planning Council. The Planning Council delieves that BPA had erred to
the conservative side. Mr. Jonnson continued that the forecase clearly
snowed that Projects 1, 2 and 2 were needed in the region; however, the
resort 2750 may indicate that there may be short-term surnluses of
electiricity. “e stated that he was not crepared to speculate as %o the
influence the rescrt would have on the caonstruction schedules for Projecss
I, 2 and 3. Mr. Johnson then called on Terry Ssvels ‘or further review
of the dra#: repors.

Mr. Esvelt cistributed copies of the draft repors, as we!l as an
executive summary. ~e stated that more than 1,300 copies of t=e draft
report had bdeen mailed throughout the region on Friday, Apri) 2, 1982.

He pointec out that the forecast had been prepared, utilizing a large
number of assumptions and fnputs, such as assumptions concerning the
economy and population growth, conservation programs and practices, fue!
and electricity prices and tecnnical-engineering factors. He stated

that in the daseline case, regional employment is expected to grow by an
average annual rate of 2.1 percent. He pointed out that two types of
conservation were included in tne forecast...price-induced conservation
anc existing government, 8PA and utility conservation programs. Following
3 thorough review of the executive summary, Mr, Recchi referred to Page

3 of the summary, which stated, "This conservation potential 1s to be
analyzed outside the ‘ramework of these forecasts in a serarate conserva-
tion assessment.” Mr, Recchi 2sked who would provide this assessment.
Mr. Esvelt replied that tnis assessment would be orovided by Agplied
Management Sciences. AMS's resort is due in draft form in approximately
two weeks. The final report will be released by May 15, 1982, Following
further discussion, Mr. Esvelt pointed out that this forecast was a

draft report and that there would be 2 public comment period of 60 days.
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Executive Board Vinutes -5 - April §, 1582

ur. D1sen expressed his concern shat such a document nac deen
develooed by using information éram a mode] developed Dy the Qax Ridge
Mational Laboratory, but appiied %o the Pacific Northwest Regien. Mr.
Recchi asked if adjustments nad been made in the Oak Ridge mogel T2
reflect conditions in the Paci fic Northwest. Mr. Esvelt replied that
when using any model, the mcde] must be calibrated to reflect the condi-
sions of a specific region. He stated that 1979 actuals for the Pacific
Northwest had been used as the base year in preparing tne report. Mr.
Clayhold asked what services the National Economic Research Associates
were performing. Mr. Esvelt replied that NERA had been hired to conduct
an independent assessment of the reasgnableness af the forecast report.
NERA's report is due Dy the end of the current week .

Following this repart, Mr. Jack YWelch, Chairman of the Finance
Committee, redorted that the Finance Committee had met 2 number of times
since the last meeting of the Executive Board. At these meetings, the
Commities had reviewed elements which will control the annual budget and
have considered the factors that will contral financial planning in the
immediate and near-term future. On a cash flow basis, the staff has
eszimated that the Supply System has funds on hand to cover expenses
which will be payadble on all three net 5{11ed prejects until Cctober
1382, “owever, under presant canstruction schedules, funds on hand will
we -ammitted by May 1, 198Z; But, unlike the WhP-4 and 5 situation, the
net 5illing agreements, as tne Finance Committee reads them, provides
shas funds will pe availadie to cover commitments accruing after May
wr. 4elch ssatad that the Finance “smmitsee w»ill de discussing tais
maz-er witn 3PA requiarly %2 confirm their understanding of the contracts
ang o get their instructions on management of commitments. ur, Welch
also stazed that the Finance Commizsee will consicer the 3PA load forecast
informazion received at inis meeting and thosa comments wnicn will De
received By 3onneville.

Wr . Welch reporsed that the Finance Commitsee, wizh the staff of
- Supply System, have engaged in analyzing some impacts of varfous
sptians for zanstruction scneduling and financial planning. Among the
=angigerations are (1) effects of slant defer=als on unemoloyment in the
srays <arser County and Tri-Cisigs areas; (2, affects of deferrals on
State tax revenues; (3 additiona) costs anc consumer rate effects as 2
result of plant deferrais; (&) effects of various results uncer Infziative
354 gn construction schedules and casts; and (3) short-term rate effects
s¢ deferring financing for one or -ore 2lants. In conclusion, Mr. lelch
s+ated that it is expected that snese analvses will neip the Supply
Syszem and 3PA get a mcre compliete picture. [t is expected that the
Finance Committee w#ill 2resent regort and recommendation concerning
.nis matter at the next txecutive 3oard meeting.

following this reoort, Chairman Cain suggested that the Finance
Committee review this matter and offer their regort and recommendations
a: the next Executive 3oard meeting. Mr. Qlsen sjated that the Supply
System was continuing sanssruction at a rate wnich «as consistent with
snat experiencad origr 0 LN release 0f the draft reoort. vr, Qlsen
raferred to 2 statement mace by Mr. Welch which ingicated that the
fammittee would 2lso e consicering tne 3PA lcad forecast information
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received at this meeting. ™=, Olsen suggested that she Finance Commitcee
remove this factor from thei= Consiceration. M=, QO'sen states tnas
anything which is done wiin respect to the impact of tre forezas: mus:

De cone as directed by 3P4,

Following further discussion, M~, Squire stated that input from

8PA, the Participants' Review Bcard and private owners was exceedingly
important. He continued that in the adsence of any other instruction,
the Supply System was continuing to proceed with the construction of the
net billed projects until otherwise directed. Mr. Reccni asked that the
Finance Committee furnish information to the Executive Board which wat
used in their analysis, as well as a 1isting of possible alternatives,

25 cpoosed to just submitting a recommendation to the Executive Boarc.
Mr. Welch assured Mr. Recchi that background information on the analysis,
as well as options, would be included in the Finance Committee's repors:.

REP0RT BY THE WNP-4/5 TERMINATION PROGRAM DIRECTOR

R. A. De Lorenzo, Program Directcr, presented a series of slides
f1lustrating tne progress of the WNP-4/5 termination program. The firs:
chart 11lustrated the cash dalances for the termination program for the
montns of January and February. The cash balance at the end of January
was 510,324,000, while the February cash balance was $26,763,000. Mr.
Oe Lorenzo pointed out that the :errination program has recefved loan
commitments ‘1 the amount of 570,339,000, The second char: presenced by
Mr. De Lorenzo fllustrated actua) and planned cumulative dispursements
through the end of June 13982. He pointed Jut that during the montn of
February, more money than planned had Deen spent due =0 the ses:lement
0f the Gardinier contract. He stated that the Supply System had been
abie to save an additional $150,000, inasmuch as Gardinier had of<eres a
$130,000 discount for paymen: of the settlement in one sayment raiher
than two payments.

Mr. De Lorenzo then reviewed the contracts status for Projecss 4
anc 3. Mr, Recchi asked 1f the ecuipment contraces wnich were identified
were gwner-furnished equipment. Mr. De Lorenzo replied <hat the ecuipment
contracis were administered by Ibasco for WNP-3 and reflected aroc.rement
0f the equivaient of “owner-turnished equipment”.

Mr. De Lorenzo presented a viewgraph which identified the monthly
costs to stay in Phase 1 of the termination program. He nointed out
that these figures reflected an "upper bound" on <he costs to preserve
the assi’s and retain the licenses during Phase 1. He stated tha*
transition from Phase 1 to Phase 2 would not eliminate a1l of these
costs. Mr. Clayhold referred to the cash flow forecast which had been
released on March 31, 1982, He observed that this forecas: indicated
that the Supply System's cash on hand would extend further than had been
expected. Mr. Clayhold read from the cash flow forecast, which stated:
"Sased on the reduced requirement for cash for disdursement in the June
time frame, it fs recommended that sufficient cash be made available via
termination loans from the project participants to meet disbursement
forecasts and to establish a working capital balance. The implementation
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of loans in June 1382 ¢ consistent with the 'management plan’' cash flow
projections; working casiza’' zalance, althougn never speci®icaliy adcressed
in any cash forecast schedule, is a prudent Business practice %o juard
against un‘oreseen cash demands." Mr. Clayhold stated that ne felt this
statemant represented a policy decision. He asked if this approach
needed to be taken and 1f 5o, wno would make the final decision. Mr, De
Lorenzo replied that this recommendation had been made by the ®rogram
Controller in an effort to provide sufficient funds to guard against
unforeseen cash demands. He continued that in the case of the settliement
with Gardinier, the Supply System had the opportunity to save $150,000;
howevar, under the current program, there would have been no cpportunity
to make this type of settliement, due to the cash availability. Mr,
Sauire added that these types of decisions will be discussed early with
the Participants’' Cosmittee and others. He also indicated that he
intended to be involved in tne cecision making process at the senior
staff level.

Resolution 60 entitled "A RESOLUTION AUTHORIZING [MPLEMENTATION CF
1981 SECURITY LEGISLATION" was presented for consideration. Mr, G. E£. C.-
Joupe', Acting Chief Counsel, stated tnat during the 1981 legislative
session, legislation had been passed which authorized operating agencies
to establish a security force and authorized limited law enforcement
powers for said security force, He continued that Resslution 50 celegated
authority %o Supely System staff to carry cut the intent of the legisia-
tion. Following this discussion, Mr. Clayhold moved that the resoluticn
se adooted. Mr, Olsen seconced the motion. Mr. Clayhold odserved that
the resalution deiegated the authority *3 implement this legislation ta
the Qirector of Safety and Security or the Manager of Security Pragrams,
4e asked 1€ *his was the manner in wnich delegations of authority were
normally nandled. Mr. Oouce' reslied that normal'y, delegations of
authority were given %o tne Managing Directsr. Fcilowing further discus-
sion, Mr, Clayhold withdrew his orevicus motion for adoption of the
resolution; Mr., Olsen withdrew his second.

Mr. Doupe' indicated that the resclution couid Se amended %9 state:

"It {is resolved that the Managing Direcior or his delegee is heredy
granted autnority %0 implement Chapter 301, House 3111 304 of the 1981
Washington State Legislature.” Mr, Claynold moved that *he resolution
be adopted as suggested by Mr. Doupe'. Mr. Qlsen seconded the motion
for amendment of the resolution. Following further discussion, the
question was called for. EXECUTIVE 2CARD RESOLUTION 60, AS AMENCED,
A00PTED 3Y UNANIMOUS Y0OTE.

APPROVAL OF CLAIM VOUCHERS

Mr. Olsen moved that the following claim vouchers be approved, with
the exception of any payments which would reimpurse the 3ond Fund Trustee
for 1itigation excenses associated with Initiative 394: GENERAL FUND -
117360 througn 119033; NUCLZAR SRQJECT NO. ' CONSTRUCTION REVOLVING
FUND - #2596 througn 3003; NUCLEAR PROJECT NO. 1 CONSTRUCTION FUND -
25194 througn 5379; NUCLEAR PROJECT NO. 1 CONSTRUCTICON FUEL FUMD - #123
tarough 126; NUCLEAR PROJECT NC. 2 CONSTRUCTION FUND - #14882 through
14385; NUCLEAR PROJECT NO. 2 CONSTRUCTION FUEL FUND - #9394 througn S5,
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wUSLEAR SROJECT NO. 2 REVENUE FUND - #754: NUCLEAR PRCJECT NO. 2 CONSTRUC-
=+*ON TRUST ACCOUNT - #8532 sarough B87€5: NJCLEAR PROJEST NO. 3 CONSTRUC-
“1ON FUND - #4635 through 482; NUCLEAR PACUZST NO. 3 CONSTRUCTION FUNG -
Jire Transfers 7-82 through 10-82. Mr. Olsen requestec that in the
¢ysure, any vouchers which authorized Dayments for litigation expenses
associazed with Inftiative 354 be brougnt to the attention of the Execu-
sive Soard. Mr. Squire agreec that this set of vouchers would be reviewec
to determine wnether or not it included any payments to the Bond Fund
Trustee for litigation expenses related to Initiative 394, He continued
shat in the fusure, these payments woulcd De identified and called to the
attention of the Executive 3card. Following this ¢iscussion, Mr, Richman
secondes the motion. MUTION CARRIED.

COMMENTS FROM MEMSERS OF THE PUBLIC

Chairman Cain asked for comments from members of the public present.
Mr. Clancy Pirtsle, Business Agent for Teamsters Local 252, stated that
he felt slowing down the consiruction of Projects 1, 2 and 3 at this
time would not be in the bes: interests of .he peocle of the State of
washington. He suggested that construction efforts on the plant be
accelerated rather than slowed down, He stated that the slowdown of the
projects would add millions of dollars %o the cost of the projects in
addition to causing further unemploymen: for the cizizens of the State
of Wasnington. Mr. Pirttle oointed out that the oroducticn at WNP-3 was
among tne nighest deing experienced at any construction site in the
Unized States. He also ocinted out that the region's elecsirical rates
per kilowat: hour were among the lowes:t in the nazion.

Hr. Chuck Wit:, Business Agent for the Laborers Local in Aberdeen,
ssased tnat he fully supoortaed Projects 1, 2 ané 2. e continued that
1f the Supply System were to slow down canstruction on these plants, it
would cost tne ratepayers an additiona) S50 million for a one-year
deferral. Me concluded by stating that he believed the present rate of
construction of two percent completion oer month zould be maintained,
and the projects would be brought on-line as gscheduled. Me stated that
for every primary job at the construction sites, four secondary jobs
were created.

Jim Lazar requested an opportunity to speak, stating that he was
appearing at this Executive Board meeting on his own time and was repre-
senting no group or individual other than himself. He exoressed his
confidence that the cost effectiveness consultan: process could now go
forward, inasmuch as the Zxecutive Board had selected a responsible
consulting firm. Wi. respect to the 8PA load forecast, Mr. Lazar
stated that he hooed BPA's load forecast preved to be more accurate than
their 1979 rate forecast had been. In conclusion, Mr. Lazar uyrged that
each of the Board members and the ytilities represented would submit
comments to the Sonneville Power Administration to ensure the best
forecast possible.

Steve lemke, representing Don't Bankruot Washington, stated that

the Spoard was to be commended on she effort they had put fortn in select-
ing the cost effectiveness consultant. Mr. Zemke aiso stated that he

10103379



tszecutive 3card Minytes

"ad not received a response %0 his letter which he had sent 20 *he
Executive 3oard. This letter nad requested public hearings %0 discuss
the subject of dDond sales orior 20 July 1, 1582. Mr. Zemke reques:es
that he receive a response %2 his letter. Chairman Cain indicates *ha:
Mr. lemke's letter had been taken under advisement.

MEETINGS

The nex® Regular Meeting of the Executive Board s scheduled to be
held on April 23, 1982 at 11:00 a.m. in the Sea-Tac Office, Seattle,
dasnhington,
ADJOURNMENT

Hearing no objection, Chairman Cain adjourned the Special Executive
S8card meeting at 4:50 p.m.

Sumtttez_‘,.

- - a -
/,._b{‘ g —— —~C _
~

G. E. Crafg Ooupe’
Acting Secretary - Executive Board




Attachment C

Department of Energy
Bonneville Power Administraton OFFICE OF THE ADMINISTRATOR
PO. Box 362!

anuuu’Ch‘gon 7
i April 19, 1982

nwply wiwr i AP

Mr. Stanton H. Cain

Chaiman, Cxecutive Board

Washington Public Power Supply System
17930 Pacific Highway South

Suite 400

Seattle, Washington 98188

Dear Mr. Cain:

In accordince with my commitment to express my recommendation regarding the
construction schedules to be maintained for the WNP 1, 2, and 3 projects, I
am hereby notifying you of the conclusions which have been reached. It is
necessarv that these recommendations be fully understood by you and

the members of your Board in the development of the Washington Public Power

Supply System's 1933 budget and in the cevelopment of a future financing plan.

To assist in this uncderstanding, members of my staff and I will be available
at the Executive Board meeting of April 19, 1982 to review the factors lead-
ing to this recommendation and will be available thereafter to respond to any
further inguiries which you or members of your Board may develop.

[ am recommending to the Board and staff of the Supply Systea that:

1. The construction of WNP #2 and WNP ¢3 proceed at full pace to

maintain or improve the existing corstruction schedules for these
pro ects.

2. The construction completion schedule of WNP #1 be delayed for a
period of from 2 to 5 years; and

3. The Board instruct the staff of the Supply System to prepare a
budget and financing plan consistent with these recommendations.

This recommendation is the result of careful consideration of many factors and,

in view of the significant impact it will have on the region, was not an easy
choice. However, I believe that as you and the other members of your Board
become more fully acquainted with all of the financing, economic, markering
and load/resource balance studies and investigations which have preceded

this recommendation you will share my belief that adherence to the proposal
is the prudent action to be taken.

Sincerely,
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Sxec.cive Soar: V-aytes g . April 1§, 1932

aithn Pessecs o =ecent newsd2ser arsicles concerning empezzliemer:

s# & md5 by & Sitispurgheses Moines iteel emoloyee at WiF-Z, Mr. Sguire
resarced nat Sharon Howarz, who nas cszen emcloyed by tne Siiisburgn-les
voings Steel Lorpany as & Payrcll Sudervisor during 198C tarougn 18EZ,
nac ceen cnarges with theft in tne first degree. A search cf the howare
prosersy resulted in the discovery cf aporoximately $10,000 worth of
to0ls which nad been taken from =anford sites. Mr. squire continuec
that apart from the too)s which hac deen taken from the construction
sites, the money which was embez:led was that of Pittsburgh-Des Moines
teel Zompany. He stated that the Supply System is continuing to review
the situation, and appropriate action will be taken.

REPOS™ BY THE BONNEVILLE POWER ADMINISTRATOR

teter Johnson, Bonneville Power Administrator, openec his remarks
by stating that he aporeciatec the opportunity to discuss matters which
were of gravity to the Pacific Norinwest. He continued that tnis issue
had to be di-cussed as a result of extensive analysis of power financing
anc perzentions as to load growth in the Pacific Northwes:. Mr. Johnson
distributed copies of a memorandum concerning options relating to comple-
sion of Supply System Srcjects 1, 2 anc 3 and an analysis of resource
alsernatives. “r. Jonnson continyed that the Bonnevilie Power Agminis-
sration hac sought the aavice of the Regional Power Planning Council in
this masser. [n agdition, the subjiect hac been discussec with the
fxezusive Boar: Tinance Committee, management of the Susoly System,
stilizy leagers, both oudblic and srivate, 2s well as exderis insice anc
outside the recion. Mr. Jonnson stated that he hac personally discussed
this matter wizh Governors Soellman and Atiyer, the Secretary of Inergy
and several congressmen and senators in ‘ashington, D.C.

“r . Jonnson stated <hat a series of objectives hac been deveiopec
in performing %ne anaiysis and testing the decisior. These objectives
were (1) to fursner the best interests of current and future ratesayers
of the region; (2) to minimize the financial risks to anc maximize the
fisca) integrity of BPA and the region as a whole; (3) %c oreserve the
regicn's economic ability to deliver the benefits of the Pacific Norin-
west Zlectric Fower Planning & Conservation Act, including conservation
and renewable resource development; (4, to bring greater certainty,
stability and oredictability to rates and resource decisions; (S) to
orovide a maximum opportunity for tne region's economy to recover and
remain prosperous; (6) to identify the most effective strategy for
marketing the bonds needed to finance the comgietion or preservation of
the Supply System projects; (7) to maximize the region's flexibility to
accommodate change load and economic conditions; and (8) to identify 2
choice which assures a healthy and pesitive construction environment
within the Supply System in order that maximum efficiencies can be
achieved.

following the review of the objectives, Mr. Johnson read the summary
of the analysis of resource alternatives. Mr. Johnson statec that he
felt Plants 1, 2 and 3 will be needed in the region. tHe also pointec
out that WNP-) would be in commercial operation earlier than would WNF-
3. 1In addition, the power from HNP-1 would be less expensive than the
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power groduced Dy UNP.3., However, 1T w2 pely Jed +nat WNP-1 could de
restarted faster than cauld NP2, e 2 30 pointed out shat WNP-3 is
closer to the major Pacific horsinwest load centers than WNP=1, whizsn
resylts in shorter cransmissicn 4igsances. This fact reduce: line
losses and increases transmission reliability. In addition, Mr. Jonnson
pointed out that WNP-3 nad a 30 percent ownership Dy private utilities.
A decision to extend the construction schadule of WNP-3 would reguire
the agreement of the private owners, and it appeared that the private
owners needed power ea~lier than the Bonneville Power Administration.
wr. Johnson stated that extencing construction on WNP-1 would resylt in
a slightly lower GPA rate increase in October 1982.

Mr. Johnson then read his letter addressed to Stanton H. Cain,
Chairman of the Executive 3oard, dated April 19, 1982. A portion of
this letter reads as follows:

"1 am recommending to the Soard and staff of the Supply System
that:

(1) The construction of WND #2 and NP #3 proceed at full
sace to maintain or imorove the sxisting construction
schedules for these projects;

(2) The construction comoletion schedule of WNP 41 be de-
layed for a period of from two to five years; and

(o)
—

“he Board instruct the staff of the Supply System 0
srepare a cudget and financing slan consistent with
-ngse recommendations...”

Fallowing the reading ¢ ¢ the letter, Chairman Cain recessed tne
csecial Executive Zcard meeting at .20 n.m. The meeting was reconvened
at 3:45 p.m.

My Ricnman stated that on the basis of nis understanding, the
supply System was legally abligated, as a result of contractual arrange-
ments, to follow BPA s directicn in the scredule of construction for
olants 1, 2 and 3, as well as the size and timing of the pon¢ issues
necessary to finance tnese construction schedules. As a result of this
understanding, Mr. Richman asked the following questions of Mr. Johnson:
(1) Mr. Richman asked if the directions which had teen given to the
Supply System were firm directions with no deviations permitted. 184
alternatives were permitted, what di fferent actions would @PA allow the
Supply System to take without the BSonneville Power Administration con-
struing the Supply System as being in breach of contract and therefore
subject to litigation. (2) Mr. Richman asked what different scenarios
8PA had studied. He asked if ZPA had examined continuing all tnree of
the plants. He also asked ff 2PA had considered shutting down WNP-3 at
this time inc*ead of continuing until the \ovemper election and then
restarting the plant 1 the election results were positive. He also
asked 1f 2PA had considered deferring construction on all three of the
plants now under construction. (3) Mr. Richman stated that his next
question related to bdond issues. He stated that in the past, the bond
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1
the Darties pro. des for an 80 perzent aporoval. inasmuch as :ne Sudsly
System holds a ©  percent share o° ANP<3, such acsion would reqyire
another 10 serc:- -t favorable actisn gn the Part of the private utilisies.
Mr. Recchi askez f there had peen any indication on the part of tne
private utilitie- that they would provide the acditional ten percent

approval. Mr. .c.7nson replied that this question had not been asked,

Mr. Olsen c: served that in the past, Sonneville's approval was
sought prior to -“inal action on budgets and bond issues. He stated it
would now apoear that Bonneville was providing their approval prior to
being asked for =:7efr fnput. He asked 1f this could be interpreted as a
directive from t-:2 Bonneville Power Administration. Mr. Johnson replied
that the ftems cc-1tained in his Tetter were being offered as a recommenda-
tion. Mr. Nolan »>ointed out that 3PA's recommendation was the resylt of
2 request from th:2 Finance Committee to the Bonneviile Power Administra-
tion for directior.

Mr. Olsen re—erred to Mr. Johnson's previous statement that the
energy resources x¢ Projects 1, 2 and 3 would be neede? in the future.
He asked 1f BPA hzd investigated the option of completing all taree
olants and lettirg Projects 1 and 3 sit idle until such time as their
Outout was requires, He asked if serigus consideration had been jiven
to marketing the anergy outside the region. “r. Jonnson replied that
these ootions had 2deen given carefyl consiceration. However, to nave
procseded with the Hnancfnq for all three Projects woulag nave forced »
larger increase cr the ratepayers of tne region. Mr, £. W. Sienkiewicz,
Sonneville Power 3.2ministration, added that it was 8PA's judgment *nat
it would be more e<3nomical to comstruct two clants rather than all
theee. Following “urther discussion, Mr. Clayhold askec . tme private
owners had been as-ed 1f they would approve a construction slowdown at
WNP-3. Mr. Johnsz- replied that he had discussed the sucject with them,
and the private ow-ers had made it clear that it was their desire o
proceed witn const~uction of WNP-3 on schedule. Mr. Claynold also asked
ff the bankers nad jiven any indication that: the 3¢nd sale could not Be
fssued for more :then 3550 million. Mr. Jonnson replied <nat the financing
whicn nad been ciscussed was between the figures of $550 miliion and
$650 million.

Mr. Recchi stated that he felt moving to a commitment basis was 3
prudent decision. Me asked if any analysis had been made on the funding
which would be required if the Sypply System continued on a cash basis.
Mr. Jim Curtis, Sonneville Power Administration, repliea that the review
indicated that the Supply System would have sufficient cash on hand to
carry the Supply System to mid-October. The additional bdond sale would
carry the Supply System through mid-March 1983 Mr. Recchi observed
that in the event the electorate did not approve a bond sale in November,
there would not be sufficient funds on hand to meet commitments. Mpr.
Curtis replied that this was a correct intercretation of the sftuation,

. Secretary's Noi2: The Ownership Agreement requires aoproval by
ownersnip snares 0f more than 80 percent.
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Mr, 0'ce- coserved that tne ceziona) Power Sianning lounsil nac @
responsicii‘s. for Dalancing forecasts and resources in mig 1833, =&
continues <=2t she action wnich was 2eing proposec by the Sonneville
Power Azrinistration would nave ar impact on tne options which were
availabie tc tne Regiona! louncil, Mr, Olsen askes how extensively BPA
had discussec tnis matte~ with the Regional Council and the reacton
received from the Council. Mr, Jonnson repli- i tnat Projects 1, 2 and 23
were memorialized by tne Regional Power Act. These projects had been
acquired, and 1t was necessary to manage tnoa successfully. For this
reason, the subject had been discussed with the Regional Council. Their
advice was not %o be afraid to take a bold and wise aztion. The recom-
mended choice would leave the region a modest surplus of energy.

Mr. Fischer again suggested that an independent study by made of
the Sonneville recommendation. He suggested that 1€ a firm, such as
R. W. Beck & Associates, were to make such an independent study, all
parties would pe satisfied and confident in the final decision. Mr.
Fischer asked 4Yin Petersen the time period which would be reguired to
make such a study. Mr. Petersen replied that ne fel: it would take 2
substantial period of time %o duplicate the efforts which had beer
underzaken by the Scnneville Sower Administration. e stated that he
did not believe acequate time was available to make a2 complete, inde-
sendent STtudy. However, ne stated it would be possidlie to examine tne
meshodclogy and assumptions wniz® were used within a relatively shors
period of time.

Following fyrther discussion, Mr, Recchi asked “r. Squire if he saw
sfgnificant coer2tiona’ probiems as a result of deferring construction
at WNP-1, ™=, Sauire replied that some disacvantages cid exist. Hhe
stated that effective management teams hac been cevelcoed at HN®.1,
Asking tnese teams to move from tne kanfc.% a-ea to “ne Satsop site
could result in the loss of the employees. .~ adrition, Mr, Squire
pointed out <nat the deferral of constructicn at WhP-) would have 2
serious impac: on the morale of the empioyees. In acdcition, the Supecly
System would Tose empioyees wno possess critical skilis which are
difficuls to replace.

Mr. Richman endorsed Mr, Fischer's previous suggestion concerning
the use of a consultant to review the methodology and assumptions used
in the 8PA recommendation. Foliowing a considerable amount of Jis-
cussion on this suggestion, Mr. Clayhold asked Mr. Jonnson what SPA
would do 14 the Board proposed other action than the BPA recommandation.
Mr. Jonnson replied that it was 8PA's desire that the Supply System
Board have an opportunity to review BPA's recommendation and to have the
benefit of input from the BPA staff. He continued that it would take a
positive decision by both BPA and the Supply System Bocard to move for-
ward on a plan. Mr. Clayhold also asked how the carrying charges were
paid for oi.ce a plant has beer put into an extended construction celay.
He asked if these expenses would need to be part cf. a future financing
program. Mr. Johnson replied that tnere were adequate funds to extend
the construction schedule and to maintain a staff of 275 people. Mr,
Curtis added that the debt service on the bonds already issued was
included in the 8PA rate base for 1983. Following further Jdiscussion,
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Chairman Cain asked 14 the Participants Review 2card had %o concur in
the action to extend tme canstruction schedulr for eitner ’rojects 1 or
3. Mr, G. £E. C. Ooupe', Acting Chief Counsel, replied t7a% action was
required by the Participants’' Review Board. However, tnis action could
be taken aftier the Executive Board acted.

Following this discussion, Mr. Richman made the following motion:

“IT IS MOVED THAT R. W. BECK & ASSOCIATES REVIEW THE ASSUMP-
TIONS AND METHODOLOGY USED IN THE DEVELOPMENT OF THE B8PA
REPORT AND RECOMMENDATION AND THAT R. W. BECK & ASSOCIATES
REPORT BACK TO THE EXECUTIVE BOARD WITHIN ONE WEEK.“

Chafrman Cain observed that inasmuch as this was a Special Meeting of
the Executive Board and the oublished agenda di4 not contain an item
related to Mr. Richman's motion, the motion would be out of order.
However, Chafrman Cain indicated that staff should ask R. W. Beck &
Associates to supply the Board members with the information requested by
Mr. Richman, Mr. Richman withdrew his motion. ;

Mr. Nolan urged that the Executive Board make a decision in this
matter in a timely fashion, so as to provide direction o the staff for
the presaration of the budget documents which are required. Mr. Squire
acdec tnhat wnen he and Peter Johnson were in New York discussing this
maiier w~ith the rating agencies, it was empnasized Oy the bankers %hat
April 26, 1382 was the date >y which instructions were neezed for
oreparation of the documents for the next bond sale. Mr. Squire sug-
sested tnat the Soard not delay in arriving at a decision in this
matier. e stated that the staff would instruct R. W. Beck & Associates
to stucy tne methodology and assumptions used in the preparation of the
Gonneviile Power Acministration report and recomrendation. He stated
that the sta“f would appreciate specific guidance from the oard as to
the development of the effort, realizing that R. W. Beck & Associates
would not be able to provide an in-denth review due to the shert ceriod
of time available. Mr. Richman reviewed the tentative schrecule for *ne
next dond offering and asked why this time schedule could not be ex-
tended for an additional week in order that the 3card would have more
time to review the 3PA recommencation. Mr Squire replied that there
was a possibility that other actions could be taken relating to the bond
sale which would require additional time. Therefore, 1t was not de-
sirable to extend the bdond sale schedule. Following further discussion,
Mr. Qlsen stated that defore he could %ake action on BPA's recommenda-
tion, he would need something more firm and positive from the Bonneville
Power Administration. MHe continued that he felt this was a political
decision rather than a rational decisien.

Several memders of the public expressed their support for continya-
tion of construction at WNP-1 or the Supply System's projects, in
general. These expressions of support were received from Glenn Lee,
Acting President of Tri-City Nuclear Industrial Council; Sam Volpentes:,
past Vice President of the Tri-lity Nuclear Industrial Council; Senator
King Lysen, Washington State Senate; James Worthington, Southeastern
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washingeon Byt icin: ses Sounsi: Jon Tuisie, Elymsens and Steam-
s4espes Union, Los2' 592, Bop 2figer, Ixetutive Secretity, dashingtor
S=ase Suilding “razes Council; Jerry Jeants, Snhee: Ves:® orkers Unior,
Local 262; Bob Scaresengost; B11T S+i1iman; Forre:s Sowe=; 2111 Crook,
Nancy Je .orenzo; Dicr =ickman; Ma=yanne relly, Steve washburn; L.
Garres:, Clarence Surdie; ang Chuck Sainan.

“ra
3

vast Dillon, Vice President of FUSE, statec that tne ratepayers o¢
Snonorish County were opposed to any future bond sales by the Supply
Syster yntil the public had a right to vote as provided by Initiative
KET

Sernice Harper, irate ratepayer from Grays Haroor, stated that
Grays sardor County PUD commissioners were instructed at a recent
meezing not to go forward with any future pond issues without a vote of
the pesdle. Ms. Harper urged the Executive Board to motnoall WNP-3 anc
to continue construction on WNP.1,

vr . Welch, Chairman o the Executive Boarc Finance Committee,
reoriec that 2 number of meetings hac peen helc with §2¢f to review
the proposed contract actions contained on this meeting's agenda. Mr.
velch reguested, in view of the consigeration of B8PA's recommendation,
emas ~onsigeratior of Resolutions €2, €3, 64 anc €5 pe ceferrec until
tne next meeting of the Executive Boarc.
MESTING

»
e .

o

“nairman Cain statec that 2 Regular Board of Directors’ meeting
waulc oe neld ir Rizhland on April 23, 1982 2t 9:00 a.m. & Soecia’
tyecutive Boara meeting will also de held in Bichlanz on Ap=il 23, 1882
82 9:00 a.nm.

AJJOUANMENT
N

“earing nc objection, Chairmar Catn adjourned the Scecial Ixecutive
Board meeting 2t 6:00 p.m,

Submitted,

44*<-£:.<;L.—: Q::Uuque'

S
6. €. Craig Doude’
Acting Secretary - Executive Scard

Brepared by,

Pty 0

haministrative Assistant - Legal
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“r. Jonn J. Welch
Page 2
Acril 23, 1582

The results of this large volume of work forced the conclusion that maintaining
the existing contract schedules on WNP-2 and one of tne other plants wnile
extending the contract schedule on the remaining plant was the only prudent
course of action in tne light of all of the circumstances. BSecause of.the
advanced state of construction of the WNP-2 project, it was apparent that tnis
olant must be completed on the present schedule and that the financing plan
assure the investors :inat this projest will, in fact, be comgclieted and become
an gperating resource for the benefit of the region.

“he selectisn of the .'\P-1 pro‘ect as the project %o be delaved pending
‘gentification of both the financial markets and the means of accessing those
markets was dictated by many factors, including, among others, the fact that
the delay of either WNP-1 or WNP-3 would result in some reduction cf the size
cf the BPA 13C3 rate fncrease with some margin favoring delay of WhNP-1. the
aroximity of WNP-3 to the region’'s major load centers providing increasea
transmission reliability and significant reduction of transmission losses;
the delay of WNP-1 recults in a 3Jreater reduction of surpius in both amount
ing timing, the circumstance of joint ownersnip of the WNP-3 sroject (70:
v2PSS/BPA 3nd 307 others) so that the outcut will be shared cetween Bonneville
ing the ather joint owners: the enranced cpporzunity for a more expedit 'ous
restart 0€ UNP-1 Decause of the geograpny and the 2col of tecrical s«i
xithin the ~anford Resarvatior area; and, ocerhaps most imocrtantly, ne*:ner
AP3SE nor 3PA can require the other J0% owners to forego comstructicn without
substantial legal ana financial risk to WFPSS and 3PA.

.n the apsence of expeditious acceotance of this resommendation so that “inanc-
ing Yor 3 May bond sa'z can be iccomplisneg, the aternative of deing without
‘unging wi%n wnicn to 20 forwars with any of the ne%-2illed orojects anoears
Tngvitadle. The avoidance of tnis wholly unacceptacie aiternative mus® e
accompiished.

"0 the 1ist of "objectives” set forth on Page 2 oF Jonnevilie's Analvsiz o7
Resource Alternatives of Aprii 19, 1982, should be 3dced a reference to main-
tain maximum flexibility in order to assure the region an ability to accommo-
date cnanging conditions. [ sincerely peiieve that the orogram outlined in

my recormmendation best meets the "oojectives” and is the oniy prudent course
of action at this time. [ could not, i1n 200d conscience, aporove a dudget
presgntation or a financing 2ian inconsistent with this orogram, [ 20ain urge
you and the other mempers of the boara to emorace this olan and %o instruct
the staff to proceed accordingly.

/,__.1ncerely.
" ";2,—“&—‘/ A

Admin1i.ra¥ar
A
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NTRODUCTION

At the request of the Supply System Executive Board (Mr. Clayhold's motion on
April 23, 1982), staff nas compieted an evaluation of possible alternatives
to Peter Johnson's recommendation concerning future financing of WNP-1, 2
and 3.

As a result of staff efforts, five selected alternatives are presented herein
for the Executive Soard Finance Committee's consideration. Other alternatives
and supporting information are also included.



PUANEER FIBATARTANATE
CHANGED CIRCUMSTANCES

‘

Subsequent to - the future financing of WNP-1, 2 and 3,
certain circumstan : . ich are the basis for the Supply System
staff ! ! . These changed circumstances are as

follow

S
g

short-term slowdown in construction on WNP-1 and
»

s et b ‘
ith 1ittle risk to the target (early completion,

~ -

2% Cash Flow Reduction Through November 1,

WHP-1 surplus nuclear fuel assets.

ased underwriters commithnent.




10.

QR ASSUMPTI [FICATIONS

Each option provides for full funding of WNP-2 through completion,
(Contingency funding for WNP-2 from FY-83 BPA revenues in the amount of up
to $200 million,.)

No option provides for production of WNP-1 and/or WNP-3 beyond ‘ovember 1,
1982. However, adequate funds would be available to cover commitments (as
of November 1, 1982) and fund project(s) in a shutdown node through
SCDWP 30. 1983.

Bond issue size for eacn option is adequate to fund WNP-1 and 3 cash
requirements for each project under the stated condition through
September 30, 1983 (end of SPA fiscal year).

Funding beyond September 30, 1983 would require additional bond sales or
BPA revenues.

gase dccument for full procuction ard 10-20% reduction in cash requirements
is the current issue of the rolling 12-month cash flow forecast, dated
April 12, 1932.

Base document for construction deferral cash requirements is primarily
WivP-1 and 3 "Extended Construction Delay" Study, dated March 1982.

10-20% cash flow reduction is achieved through estimated manpower decreases
(rapic turndown over two weeks) as follows:

Manual Nonmanual Total
AP 10% 600 200 800
20% 1,200 400 1,600
ANP3 10% 5§50 150 700
155 750 250 1,000
interest/financing assumptions of May sale are:
(] intarest - 15%
. Jiscount - 3%
. Financing - 0.5%
] Reserves - Maximum 6 Months [nterest

Options 6, 9 and 10 assume contingency funding for .NP-2 from EPA revenues
in the amount of up to 520C million in FY-83, and for WNP-1 from anticipates
saie of nuclear fuel assets in the amount of 3100 million.

As of September 30, 1983, following a shutdown of WNP-1 and/or WNP-3, casn
will not De available to cover commitments (estimated to be aporoximately
$35 million for WNP-3 and 515 million for WNP-1) and preservation of assets
costs incurred deyond this date.



1.

12.

Adequate funds will be available under all options to allow a controlled
and orderly construction shutdown.

Funding production of WNP-1 and/or WNP-3 beyond Movember 1, 1982 requires

vo%cr approval or other positive disposition of [-394 and subsequent bond
“ .l

.‘.



Option Project
1 1
(BPA) 2
3
2 1
2
3
3 1
2
3
4 ]
2
3
5 1
(Garlick) 2
3
6 1
2
3
7 1
(Clayhola) 2
3

DEFINITION OF OPTIONS

($ in Millions)

Conditions

Defer on May 1, 1982

Full Production to Completion; FY-83 BPA Revenues
Funding ($145)

Full Production to Nov. 1, 1982 then Defer/Bonds

10% Cash Flow Reduction to Nov. 1, 1982 then Defer/Bonds
Full Production to Completion; FY-33 BPA Revenues
Funding (5200)

10% Cash Flow Reduction to Nov. 1, 1982 then Defer/Bonds

20% Cash Flow Reduztion to Nov., 1, 1982 then Defer/Bonds
Full Production to Completion; FY-83 BPA Revenues
Funding (5200)

15% Cash Flow Reduction to Nov. 1, 1982 then Defer/Bonds

Full Pro“uction to Nov. 1, 1982 then Defer/Bonds
Full Production to Completion; FY-33 BPA Revenues
Funding (3200)

Oefer on May 1, 1982

Full Procuction to Nov. 1, 19282 then Defer/Boncs

Full Production to Completion; FY-83 BPA Revenues
Funding (3220)

Full Proguction to Nov. 1, 1982 then Defer/Bonds

full Production to MNov. 1, 1882 then Defer/Bonds;
‘wcleer Fuel Sale (35100)

Full Production to Completion; FY-33 BPA Revenues
Funding (5200)

Full Production to Yov. 1, 1982 then Defer/%onds

Full Procuction to August 1, 1982 then Defer/Bonds
Full Production to Completion; FY-83 8PA Revenues
Funding (5200)

Full Procuction to Nov. 1, 1982 then Defer/Bonds

May
Bong Issue

$ 0
425

!i%%

$205
370

175
$170
370
160

$235
370



DEFINITION OF OPTIONS (Cont'a)
(S in Millions)

fon Project Conditions
3 1 20% Cash Flow Reduction to Nov. 1, 1932 then Defer/Bonds
(BPA Mod.) 2 Full Production to Completion; FY-33 BPA Revenues
Funding ($145)
3 Full Production to Nov. 1, 1982 then Defer/Bonds
- 1 10% Cash Flow Reductfon to Nov. 1, 1982 then Defer/Bonds;
Nuclear Fuel Sale ($100)
2 Full Production to Completion; FY-83 B3PA Revenues
: Funding ($200)
3 10% Cash Flow Reduction to Nov. 1, 1982 then Defer/Bonds
10 1 10% Cash Flow Reduction to Nov. 1, 1982 then Defer/Bonds;
Nuclear Fye, Sale ($5100)
2 Full Production to Completion; FY-83 BPA Revenues
Funding ($200)
3 Full Preduction to Nov. 1, 1982 then Defer/Bonds

May
Bond Iss.e

$170
425

3§+§
$105

370
178

3108
370
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3.

Secondary Objectives
I

. Preserve Reglon's ALility te Deliver the

. Bring Stability to Rates and Rezource Decisions
. Provide Maxlimss Gpportunity for Reglon’s

. Maximize Reglon's Flexibility to Accommodate
. Assure & Mealthy Construction Enviroament

—

fon:
::'.&ﬂnl’..T L

" ContTageny Funding:
Criteria "li‘%:}f‘- Wing:

No DPA Rate lacrzase Greater Than 131

Acceptable Bonding Level and Yiable Financlal
Plan

Minimize Contractual Problems \hich Could
Jeopardize the Projects (10U Support)

intttal Peclslon

Best Interest of Current and Future Ratepayers -
BPA Load forecast

Minimize Financial Risk to BPA and the Reglon

Benefits of the Reglonal Act

fconomy to Recover

(hanging Load

within the Supply Syctes for M bewss Efficiency
Gpt ivamn Strategy for Dealing with -3
Minlwlze lopact on Estimate at Completion (EAC)
Minimize Schedule lmpact

Partially Meets Ubjective
" Better Neets Objective

EVALUATION OF SCIECTED ALTERNATIVES

!
Propasal

e ug“ -

e

"

"

(8 In Mibbioms )

s it
2 . 9
901 Cash Flow | Tull tonstrucilon | 30% Cash Mow “rﬂrt-‘s&m— n
on 1) 4 8} on £} A 1) on 0 8 D) 5 908 Cash Flow on N
_Uetdd V782 | wet) V82 | Wetdd V0782 } Wil VA2
T jeo 1T e : - e
156 120
Go Go Go Go
Go Go Go Go
Go Go Ge
Go Go l
e e e "
' ' e "
" o " "
" " " "
e e e "
e e e o
e "e e e
*a ‘e e “he
" e " e
e e e e

Best Meets Objective (Relative to Dther Alternatives)
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Goldman, Sachs & Co. . - = s.."il i
Merrill Lynch White Weld Capital Markets Group
Salomon Brothers Inc.
Smith Barney, Harris Upham & Co., Incorporated

Alexander Squire, Acting Managing Director

Washington Public Power Supply System

Richland, Washington

You have asked the core managers whether a financing plan that would provide
sufficient funds to meet all commitments on the continued construction of
Projects Nos. 1 and 3 on a reduced cash flow basis until a November
referencum and to pay for a subsequent deferral of these projects, if
necessary, as well as to complete the construction of Proje<t No. 2 would

be considered a credible plan.

It is the pesition of the core managers that such a financing plan would te
credible from a marketing perspective. Furthermore, an initial offering
size in the 35700 million range is not unreasonable uncer current market
canditions and circumstances and the market acceptance for an issue in

this range would not differ substantially from the previously discussed

$350 million to $630 million range.

we would be pleased to meet with you and discuss this matter further if you
should so desire.

Very truly vours,



NUCLEAR FUEL ANALYSIS

(Business Sensitive = Not Included in this Document)



REASONS FOR CONTINUING*
CONSTRUCTION ON WNP-1

Preserves options while allowing time for:
- Additional data to be developed.
X BPA Final Load Forecast
. Oraft Report of Regional Power Council
- Other alternatives to be explored with I0U's.

Reduces risk of only WNP-2 surviving an -394 November vote.
- WHP- 1 and 3 on ballot rather than just WNP-3 is better strategy.

Reduces risk to WNP-4 termination cost and entire WNP-4/5 Termination Plan.
Most credible from financial marketing position (underwriter's view).

Defers immediate impact on region and State economy.

*At leas: to ‘lovember 1982,

<10-



BONMEVILLE OCTOBER 1982 RATE EFFECT

Two tes: cases were compared to Bonneville's initial rate proposal for FY-1983,
The first case s on the high end of the options considered and includes a 3520
miliion sale in June 195 and subsequent issues for the funding of all three
projects through September 1983, This case showed a reduction of approximately
3542 million over the initial BPA rate proposal. The second case included a June
issue of $705 million and sufficient issues to support the temporary 10% construc-
tion slowdown on WNP-1 and 3 and 5100 millior fuel sale. This case showed a
reduction of approximately 567 million over the initial BPA rate proposal.

BPA Costs for Plants Nos. 1, 2 and 3
Cumylative for FY-1982/83
($ in Millions)

Inftial BPA (1)

Rate Progosal case 1) case 2(¥
Cumulative Costs $1,126.5 $1,084.7 $1,089.9
Revenue [mpacts § «0- $ (41.8) $ (66.58)
Rate [ncrease 73% 70% 69%

Based on the test cases analyzed, the rate increase can be expectad to range

between 63% and 70% for the selected alternatives stucied (5640 - $750 May bonc
sale range;.

In aacition, <he differance between Alternative 1 (BPA Proposal) and Alterna-
tives 2 and 10 1s expected to be no more than 2 mils (10%) for the 8PA FY.34,

Notes:
(1) 73% proposed rate increase in October 1982 (FY-33).

(2) éazo milifon June 1982 sale ana a total of 352,015 million through
¥-1983.

(3) 3705 million June 1982 sale and a total of $1,845 million through
Y-1983.

11
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COMPARISON OF OPTIONS

OPTIONS
v 1 2 1 3| e | s | e[ 7[ 8 ]s]?e
CONSIDERATIONS SIZE OF BOND SALE (3 MILLIONS)

530 | 750 | 700 | 630 | 820 | 720 | 740 | 810 | 650 ) 630

%

SIZE OF BOND SALE

FINANCING PLAN
& VIABILITY

| 1394

1.0.U. ASPECT
WNP 3

REGIONAL POWER ’-ﬁﬁ it | ' ;%
COUNCIL B . 2k - 2|5y

ESTIMATE AT COMPLETE

oy
y
T

IMPACT 3&
0CT. ‘82 BPA ;
RATE INCREASE . e §
: o7 E
— , B
B.{ )y [ 1o 'efd
OFFICIAL PROL.CT : : K i B o
SCHEDULE £ N 16
b } ;;4" v A B
MINIMUM ECONOMIC % .‘ % o
hAPACT g - b RS
S| TR
POSITIVE CONSTRUCTION r g *' F’g A
e . Fy 2o
ENVIRONMENT 437 }‘; ¥ ey

oK

CONCERN

PROBLEM

ny



2.

5.

~4
.

CRITERIA FOR EVALUATING CONSICERATIONS

Size of Bond Sale

<3700 - 0K
§700-35750 - Concern
$§750> - Problem

Financing Plan and Viability
Identical to Bond Sale

[-394

WiP-2 ot a Concern for Any Strategy
[NP-1 Alone on Ballot - 0K

WHP~3 Alone on Ballot - Problem
WNP-1 and 3 on Ballot - Concern

10U Aspect - WNP-3

Meet Target Schedule - 0K
Lose Tarcet Schecule, Meet Cfficial Schedule - Concern
Lose Official Schedule -~ Problem

Reqigna! Power Council

Good Flexibility to Respond to Oraft RPC Plan - QK
Poor Flexibility to Respond to Draft RPC Plan - Problem

Estimate at Complete Impact

WHP=2 £« in A1l Cases

No Threas for WNP-1 or WNP-3 - QK
Threat for WNP-1 or WNP-3 - Concern
Threat for WNP-<1 and WNP-3 - Problem

October 1982 8PA Rate Increase

[dentical to Bond Sale

Qfficial Project Schedule

No Threat to WNP-2 Target Schedule

WNP-1 and 3 Meet Target 3chedule - 0K

WNP-1 and/cr 3 Target Schedule Threat - Concern
WNP-1 and/or 3 Q0fficial Schedule Threat - Problem

18-



9. Minimum nomic Impact

Full Production on A1l Three Plants - OK
10% Reduction on WNP-1 and/or 3 - 0K
20% Reduction on WNP-1 snd/or 3 - Concern
Shutdown of WNP-1 and/or 3 - Problem

10. Positive Construction gEnvironment

Three Plants Full Production - 0K

Either WNP-1 and/or 3 10% Reduction - Q0K
Either WNP-1 and/or 3 20% Reduction - Concern
Either WNP-1 and/or 3 Shutdown - Problem

«15=



Attachment

nXToUTIVE BOARD

RESOLUTION 0

Yy

. 71

. RESOLUTICY DIZECTING A FINANCING AND

CONSTRUCTIO! PROGRAM FOR PRCJECTS 1,
2 AMD 2 AND 3% IXTENDID COUSTRUCTICN
DELAY FOR PROSTIT 1

N
e

recommended

’

-

The const-uction of

7zojects 2 and ) groceed

T
-~

Azril 19, 1382, the Scnneville Powver Administrator

at fall sace to maintain or improve the existin

eoamstruc=ion schedules for these projects,

1 se delaved for 2 pericd of up

and

ThWe 3card

g Sive

mee construction cempleticn schedule cf Project

T=e Adminiszrasor's seccmmencaticn cces nCn secvide {2
3 “cné sale oz Prciect 1 at this tlhe.

ca :zril 23, 1932, the agmiilstractorl ncecifieé the Zitec
=.s2 3carz: v lstter =hatc te would notT agsrtve 2 finanzing

wacsns.scentc

inig=rator nocified the =
yid ac= an=cove anv of the

t5 the 30ard and staff of the Sucply System that:

-~
-
-




2 Svsten to somolete ssnsaruction ©f the Prorecst3 at the earlles:t

3 opracsical iims, sSusJest It the PICject Ajreenents.
- Purssans =2 the Frotesct Agreements, the Afminlistraters
& ha3 & zight ©f ansroval of bond sessluticns oI the Prolests,

6 and Ris exercise 2f thas right is not susject tC review by 2

~4

srojecs consultant.
8 The laraging Directsr has repcrted that without a bend

9 sale for Praject 1, the Supply System will have insufficient

L]

10  £unds to pav oroject cormitments ané that n0 otier souIce ©
11 eyunds is available and an imnediate extended ccnstructicn ce-

12 lav is necessarv tc sreserve the 2assets o2 %zecdect 1y RO,

13! TRERSFORE,

L I™ IS ENSOLVED shat the jlanaging Disestor is dicectel

1% a=é aushorized =c imnlement an immeciate extendec conmstIuctlon
8 gelay of ®roject 1 consistent witlh th AdminigoTater's recommen-

17‘ dazion and cocd business practice, anc to prepate anéd submis
18 amended buizets and a financing zlan for the Projects fes
9 ceview 2né agpreval by the Txecutive 3card and the Dcaré o2

20  nirectors, and

< - - - . - P . - - - — -
21 T T¢ FTUITIESR 3E30LVED that the Ixecutlive 3C0aTC Iecormlmencs
a2 & the 3card of Di or-s that the 3c2ri 0f 2. rzectors cconcul

in =his action bv »2assing a resclution in a fcrm substancially
24| gimita- =2 this Sesolutzion No.

3 ADIPTEID by the Txecutive 3card of tashingten Dublic Powes

i ATTZST: APPROVED AS TO FORM
30 \ swe $TGALITY:




Department of Energy

Bonneville Power Administration
P.O. Box 3621
Portiand. Oregon 97208

OFFITE OF THE ADMINISTRATOR

April 29, 1982
" repty reter i A

Mr. Stanton H. Cain

President, Board of Directors
Washington Public Power Supply System
P.0. Box C

Malott, WA 98829

Dear Mr. Cain,

I have reviewed with the staff of the Bonnevil.e Fower Adminiastration each

of the alternatives to my recommendation of April 19, 1982, which have been
presented to me. In addition, I have taken into account the many public
statements included in your Board meeting of April 28, 1982,

All of the alternatives incorporate one, two, or three »f the following basic
concepts designed to either temporarily reduce costs or to add capital:

l. Temporarily reduce cash flow by a slowdown in construction with little

risk Co the target schedule;

ncrease available capital by the sale of certain nuclear fuel assets; and

3.

Further increase capital by an increase in the size of the proposed May
bond sale.

After full consideration of these slternatives in the light of the criteria
and objectives described in my letter of April 19, 1982, I am of the opinion
that the public interest is better served by sdherence to the recommendation
made in said letter. I, therefore, must advise you and the members of your
Board that I could not in good conscience approve moving forward on the basis
of any of the alternatives presented or s financing plan or bond resolution
which was inconsistent with the original recommendation. For the purpose of
schieving the best balance of the many factors concerning us all, I again urge
the Board to embrace the BPA recommendation and to instruct the Supply Systew
staff to take the necessary steps to implement that recommendation. We look
forward to working with you and your staff in this efforc. ‘

Sincerely,

Administritof
/




90ARD OF QIRECTORS

RESOLUTION NO. 1221

A QfSOLUTIOQ DIRECTING
CONSTRCCTION ‘RC«!AM FOR

s 39 3 AYD AM TXTIMNDET
CELAY FOR PROJECT

On Agril 19, 1982, the Sonneville

recommended to the 3card and staff

£3ll mace to maintain Or lmprove the

conszructicn schedules for

& ~he constouction ccazle
1 be delaves Zor a
and

3 ~=e 3cars

'

£ the

1 mne constructicn of Projects 2 and 3 2T

Attachment !’

FIVANCING AlD

PROCECTS 1.
- e o -

Power Administrator
Supply Svstem that:
oceed at

e:zisting

these >rojects;,

cion schedule of ?roject

=c Zive vears;

“c PraTace 1 LHucget anc S:aancinc 2ilan sonsistenc
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pLan insonsistent witd that Bro¢iam.
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