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20  FINANCIAL QUALIFICATIONS

The NRC requirements for the determination of an applicant's financial
qualifications for an Operating License are stated in 10 CFR 50.33(f)

and Appendix C to 10 CFR Part 50. The former regulation states: “[1f]
the application is for an Operating License, such information shall show
that che applicant possesses the funds necessary to cover estimated
operating costs or that the applicant has reasonable assurance of obtainina
the necessary funds, or a combination of the two." Appendix C Subsection
1(B) restates the former with the additional proviso: "For purposes of
the latter requirement, it will ordinarily be sufficient to show at the
time of filing of the application, availability of resources sufficient
to cover estimated operating costs for each of the first five years of
operation plus the estimated costs of permanent shutdown and maintenance
of the facility in a safe condition." This subsection concludes with

the expectation that: "In most cases, the applicant's annual financial
statements contained in its published annual reports will enable the
Commission to evaluate the applicant's financial capability to satisfy

this requirement."

In response to a staff request submitted pursuant to Appendix C(IV), the
applicant submitted the necessary financial information. This information
addresses the applicant's financial plans to operate, shutdown (if
necessary), and maintain Washinaton Public Power Supply System Nuclear
Project, Unit No. 2 (WNP-2) in a safe condition. The financial information
provided by the applicant states the required financial data reaardina
estimated facility operatinq_gfgenscs. shutdown costs, and projected

maintenance expenses to keep the facility in a safe shutdown condition.
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The following analysis constitutes the staff evaluation of the applicant's
submittal and addresses the financial qualifications of the applicant

to operate the WNP-2 facility, shut it down (1f neces-ary), and maintain
it in a safe condition. The cost estimates and other financial data
presented are the most current figures available to the staff at the time
of preparation of this analysis. Although these estimates and

figures may be revised or updated over time, the staff has no reason to
expect that the relative magnitudes as measured against the applicant's

resources will vary significantly enough to affect the conclusions herein.

20.1 Business of 1icant

WPPSS is a joint operating agency and a municipal corporation of the State

of Washington organized under Chapter 43.52 of the Revised Code of Washington,
as amended. The Supply System is composed of 19 operating public utilfty
districts of the State of Washington and the cities of Richland, Seattle,
Tacoma, and Ellensburg, Washington. Pursuaﬁt to its statutory authority,
WPPSS 1s empowered to acquire, construct, and operate plants and facilities
for the generation and transmission of electrical power and enerqy. WPPSS

is reimbursed, pursuant to the provisions of the WNP-2 Net Bil1linag Agreements,
by the participants for all WNP-2 costs, whether or not the project is
completed, operable, or operatina.
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20.2 Estimated Operating Costs of Facility

For the purpose of estimating the facility's operating costs, the applicant
has assumed that the first year of commercial operation for WNP-2 will

be 1984 (5 months only). Estimates of the total annual cost of operating
the plant for 5 months of 1984 and for each of the following years are
presented in Table 20.1. WPPSS assumes that the plant capacity factors
will be 60 percent for the first 12 months of operation, 65 percent for
the second 12 months, and 70 percent thereafter. As an element of
conservatism operating costs are also presented in Table 20.1 based upon
alternative capacity factors of 50 and 60 percent, respectively. Operating
costs include all costs associated with the capital investment and
operation and maintenance including nuclear fuel. Total estimated
expenses also include a provision for full recovery from customers of

eventual decoomissioning costs.

Table 20.1 Estimate of tstal annual cost of operation
of WNP-2 ($ millions)

Fiscal Years Ending June 30
1984* 1985 1986 1987 1988 1989 1990 1991

Capacity Factor

60% Ist year $96 $243 $240 $249 $263 $280 $300 $317
65% 2nd year

70% thereafter

50% all years 89 223 222 222 229 241 253 266

60% all years 96 240 231 235 247 260 276 292

198 Tost Estimate Data is for 5 months only.



20.3 Estimated Costs To Decommission Facility

Although an applicant is not required to commit to a particular mode of
decommissioning when applying for an OL, WPPSS is presently planning to
decommission WNP-2 by placing the facility in orotective storage at the
end of its operating 1ife and then dismantle it after 50 years. The
applicant estimates the total cost for placing WNP-2 in passive safe
storage to be $26.8 million (1978 dollars) and estimates that subsequent
annual protective maintenance costs will total $75 thousand (1978 dollars)
prior to final dismantlement. WPPSS further estimates that eventual
dismantlement costs will total $30.2 million (1978 dollars).

Under contract for the NRC, the Pacific Northwest Laboratory operated by
Battelle Memorial Institute issued its report "Technoloay, Safety, and
Cost of Decommissioning a Reference Boiling Water Reactor Power Station" -
NUREG/CR-0672 (June 1980). In this report the Pacific Nor.hwest
Laboratory (PNL) estimated the costs of decommissioning a boiling water
reactor power station under various types of decommissioning methods. The
PNL estimates (in 1978 dollars) corresponding to the decommissioning

methods and time frame assumed by WPPSS are as follows:

Preparation for passive safe storage - $26.8 million
Annual protective maintenance - $68 thousand
Dismantlement costs after 50 years

of passive safe storage - $26.4 million



The WPPSS estimates are comparable or slightly higher than .the PNL
estimates for each decommissioning activity. As an element of conservatism,

the higher estimates are assumed for the purpose of this analysis.

20.4 Reasonable Assurance of Funds, General

The staff evaluation of the financiil qualifications of the applicant
included consideration of the Commission's decision on Public Service
Company of New Hampshire, et al., 7 NRC 1, at 18, (1978), (Seabrook
Station, Units 1 and 2), affirmed sub nom. New England Coalition on
Nuclear Pollution vs. NRC 582.F, 2d 87 (Ist Cir. 1978), which states:

“ ..the applicant must have a reasonable financing plan in light of
relevant circumstances." The reasonable assurance standard, cited above,
must be viewed in 1ight of the potentially long period of commercial
utilization of the facility. Consequently, cne must necessarily assume
that there will be rational regulatory policies over this period with
respect to the setting of rates. This 1nnlies that rates will be set to at
least cover the cost of service, including the cost of capital. In
consideration of the foregoing cost ectimates, the following analysis will
evaluate the reasonableness of the applicant's financial plans in covering

the various costs that will result from operation of the facility.

In general, an evaluation of the financing plans of the applicant to
meet operational expenses and decommissioning costs can only reasonably
be considered in relation to the applicant's nature of business, size

in revenue, assets, net income, and overall financial strenath. Because

the applicant is an ongoing entity, such an evaluation requires a review
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of the financial results of the operation of the entity cver a sustained
period of time. Emphasis is placed upon recent performance. The near

term financial outlook of the entity is also given consideration.

Long-term financial considerations a.e ¢1so important in the financial

review because some costs will occur over a long time. However, as noted

in Seabrook, the number of variables such as interest rates, the state of

the stock and bond markets, inflation, and the costs of fue! and labor, among
many others, make long-term financial forecasting inherently uncertain.
Therefore, for long-term forecasts, the staff places primary reliance on
recent performance and current characte istics of the applicant's financial
condition. In consideration of those relevant circumstances, the following

evaluates the reasonableness of the applicant's financial plan.

20.5 Reasonable Assurance of Funds, Costs of Operation

The applicant and its member public utility systems plan to recover all

costs of operation of WNP-2 in the same manner in which they have historically
recovered such costs; i.e., through revenues derived from customers in
system-wide sales of electricity. The sole purpose of the WNP-2 facility

will be the production of electricity for the service of the member systems'
customers. Because such capability will qualify the facility as a productive
asset, from an accounting viewpoint such property will reasonably be

expected to qualify as "rroperty used and useful in public utility service"

for ratemaking purposes. As a consequence of this, the facility's costs



oy B

of construction will be included in the utilities' rate bases for rate-
making purposes in the amount of the investment in it. Rate base inclusion
of the facility will allow the applicant to recover the capital costs
associated with facility construction. The same requlatory treatment also
allows recovery of all fixed and variatle operation and maintenance

expenses necessary for the productior of power. A= would be expected,
review of the applicant's long-term statements of operation shows consistent

recovery rf historical costs of operation.

Because the applicant has demonstrated the ability historically to achieve
consistent recovery of capital and operating costs for other facilities

it has constructed and operated, it is reasonable to conclude that the
plan to finance the facility's operation through revenues derived from
rates charged to customers for utility service represents a reasonahle

financing plan in 1ight of relevant circumstances.

WNP-2 will be used fc the generation of electrical energy. It will be
financed, constructed, operated, and owned by the Supply System. Net
8i11ing Agreements between the Supply System, the Bonneville Power Adminis-
tration (BPA), and the utility customers provide for the payment of

project costs and the allocation of project capability.



Under the Net Billing Agreements, each participant will assign its share
of the project capability to BPA. B8PA's purchase of the capability of
WNP-2 was authorized and approved by Conaress in the Public Works
Appropriations Acts of 1970 and 1971. BPA is obligated under the Net

Bi111ing Agreements to pay the participants of WNP-2, and such participants

are obligated to pay the Supply System, the total annual costs of WNP-2,
including debt service on the bonds issued on the project, less amounts
paid from other sources, whether or not WNP-2 is completed, opeiable, or
operating and not withstanding the suspension, reductions, or curtailment
of WNP-2's output. Payments of project costs by the participants to the
Supply System will be credited against the billing made by BPA to the
participants for power and certain services. Each participant has
covenanted that it will establish, maintain, and collect rates or charges
for power and energy and other services furnished through its electric
utility properties which shall be adequate to provide revenues sufficient

to make required payments to cover all WNP-2 costs of the Supply System.

20.6 Reasonable Assurance of Funds, Decommissioning of Unit

The applicant plans that decommissioning costs of WNP-2 will be recovered
in the rate process, and through the use of a deconmissioning sinking
fund. Payments into the fund during operation of the plant, together
with investment income thereon, will result in the accumilation of

monies to finance the subsequent decommissioning, Periodically, at
intervals no longer than five years during commerciai operations, the
decommissioning technology 2nd regulatory climate will be reviewed to

determine if the payments will be adjusted accordingly.
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The applicant maintains and the staff concurs that there is reasonable
assurance of financing the decommissioning of WNP-2 at the expiration of
its serviceabie life. This opinion is based on the applicant's nature
of business, in combination with its historical and present financial
strength. Additionally, because the NRC requires that any operating
reactor be safely decommissioned when it is retired (for the protection
of the public health and safety), it is reasonable to assume that those
amounts wil1l be allowed in customer rate charges as necessary and
reasonable expenses. Accordingly, the staff has conluded that the
applicant's plan to finance these expenses from customer revenues

constitutes a reasonzble financing plan in light of relevant circumstances.

Moreover, although the NRC requires no specific plan to fund decommissioning
expenses, the staff believes that the applicant's plan to fund such
amounts provides the necessary element of assurance in that it constitutes
a reasonable method for obtaining the necessary amounts of proceeds to
meet decommissioning costs. As stated earlier, utilities customarily
adjust their charges for decommissioning on a periodic basis to compensate
for changes in the decommissioning cost estimates. This constitutes an
additional level of assurance that decommissioning funds will be available
when necessary. Furthermore, should additional amounts be needed over

and above those accumulated in the sinking funds, the applicant has two
other traditional sources of funds available to meet any such amounts.

The first source is internal cash generation attributable to denreciation

expens»s for all utility plants. The second source of funds is the
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external capital market. As public utilities constitute the most capital-
intensive industry in the United States, they have lona had access to funds
in the public securities market.

20.7 Conclusion

In accordance with the regulations cited herein, an applicant must demon-
strate that it has reasonable assurance of obtaining the necessary funds
to cover the estimated costs of the activities contemplated under the
license. As stated earlier, the Commission has determined in Seabrook
that the reasonable assurance requirement for financial qualifications

is a reasonable financing plan in light of relevant circumstances. Based
upon the preceding analysis of its proposed financing plan, the staff
concludes that the applicant has a reasonable f{nancinq plan in light of
relevent circumstances to operate, shut down (if necessary), and maintain

the WNP-2 facility in a safe condition.

Accordingly, the staff has determined that the applicant has reasonable
assurance under 10 CFR 50.33(f) of obtaining the necessary funds to cover
estimated operating costs of the facility. As a consequence, the staff
finds the applicant finmancially qualified to operate and decommission

the WNP-2 facility.
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trade and technical schools. Service enterprises also include
one large Veteran's hospital and 19 other hospitals.

Although the City has been a frequent borrower in recent
years, its well arranged debt structure and increased tax
base has kept the debt load within moderate limits. A con-
siderable portion of debt is deemed self-supporting and
general bonds require only a moaest portion of general
revenucs. Finances have been maintained in a favorable
manner over the vears, strengthened by a broad revenue
base, revenues of the general fund as of June 30, 1974
totaled $95.9 million of which 525 was derived from local
taxes, 11% from State taxes, 7% from licenses and permits,
13% from charges for services and the remaining 17% from
utility systems, State grants and fines.

Moody's is maintaining the Aa rating on the City’s gen-
eral obligation »onds. The rating reflects an improving
financial position, good tax collections, muderate debt load,
average payout of principal and a sound economic base.

Washington Public Power Supply System—Nuclear
Project No. 2

The Washington Public Power Supply System (WPPSS),
a municipal corporation and joint bperating agency of 18
operating public utility districts and three cities, is offering
for public sale on March 6, 1975, a total of $125.000.000
Nuclear Project No. 2 Revenue Bonds, Series 1975A. These
bonds will provide moneys for continued construction of
Nuclear Project No. 2, a 1,100 mw. plant located on the
Hanford Reservation of the U. S Energy Resources De-
velopment Agency (formerly the AEC). This project’s com-
mercial operation date is presently estimated for June 1978,
as compared with an original dae in 1977. Wo:k on the
project began in 1972, the AEC construction permit was
obtained in 1973, ard while constructicn and other costs
have increased over 1973 and early 1974 estimatcs, almost
three-fourths of the dollar amount of equipment and con-
struction contracts have been awarded. Additional bond
financing will be needed for the Project No. 2. total bond
financing is estimated at $614.000 000 of which a total of
$355,000,000 was issued in 1973 and 1974.

Outstanding and offered bonds are pavable on a parity
from a first claim on pledged revenues. Pledged revenues
comprise revenues from Nuclear Project No. 2 incluaing
all payments to be made pursuant to Net Billing Agree-
ments. The entire output of Nuclear Project No. 2 will be
sold to 94 public power svstems who are all statutory pref-
erence customers of Bonneville Power Administration (BPA)
with output assigned by preference customers to BPA under
the net billing agreements. Net billing agreements provide
that each preference customer is obligated to pay to WPPSS
its share of project annual costs, including debt service on
WPPSS bonds for Project No. 2, and BPA is obligated to
credit the amounts paid against amounts owed to BPA
by the preference customers for the power and services it
provides, whether or not the Project is completed. npera-
tional, and notwithstanding the suspension. interruption,
reduction, or curtailment of Project output. Pavments are
to begin in 1977, and each participant has agreed to main-
tain electric rates to provide revenues sufficient to make
the required payments to WPPSS. Before BPA entered into
net billing agreements, it determined that its estimated
aggregate billings to each of the participants would be not
less than 1.15 times BPA's net billing obligations to the
respective participants under all agreements providing for
net billing.

WPPSS has achieved a commendable record of develop-

MOODY'S MUNICIPAL BOND YIELD AVERAGES

Feb. Feb. Feb Feb. -Monthiy- —1974-75—

n 19 13 6 Feb Jan High Low

Composite 651 643 631 636 640 689 714 516

BB s shvrinn 6:0 600 585 359% 59 639 €680 4%

615 600 605 611 637 690 30

655 645 650 633 713 T2 525

B s o 730 705 695 700 703 745 7535 545
Ten-Year

........... 530 500 490 470 498 522 615 415

7 I 540 510 500 4. $08 534 625 425

For explanation of construction of the averages, see page
1709 of January 27, 1975, BOND SURVEY.

ing, constructing, and operating electric production facili-
ties whose output is delivered over the regional transmission
network of BPA and sold to utilities in the Pacific North-
west. Pacific Northwest utilities have a demonstrable record
of coordination and cooperation in planning to meet their
area’s power needs, and Nuclear Project No. 2 will be an
important component of the first phase of a hydro-thermal
power program which will result in large-sized thermal
units planned for operation into the early 1980's The net
billing concept is one that 1s common in the Pacific North-
west and in addition to Nuclear Project No. 2. will also be
in effect for WPPSS's share of capability of two other nu-
clear plants and for Eugene, Oregon’s share of the Troian
Nuclear Project, other components of the first phase of the
hydro-thermal power program. Disposition of the output
of these generating units is assured by the extensive trans-
mission grid of BPA.

An additional and significant factor of security for these
bonds of WPPSS is the ability of BPA to use its rescnucs
to pav any costs billed to preference customers which are
not offset under the net billing agreements. BPA, a bureau
of the Department of Interior. builds transmission lines and
markets power from the Federal hvdro-electric projects in
the Pacific Northwest. Under Federal legislation enacted in
October 1974, BPA now has the authority to use its reve-
nues. without further appropriation of Congress, to make
expenditures for any purpose to carry out its duties. Amounts
to be paid to participants not paid through net billing will
be on a parity with other BPA operating expenses, and pilor
to payments by BPA to the Treasury for repayment of the
Federal investment in the Federal Columbia River power
system and of any of the $1.2 billion bonds authorized by
the Act to be issued by BPA for financing additions to its
regional transmission system. BPA revenues are projected
at levels, which reflect rate increases. sufficient to meet
its operating expenses and net billing requirements, includ-
ing those for Nuclear Project No 2, and provide ample
amounts to service their future bonds. Earning capability
is aided by the approval of a 27% power rate increase in
late December 1974.

The availability of BPA revenues to this Project. the
importance of this Project for meeting area power and
energy needs, and the net billing agreements combine 1o
support an upward revision in the rating of WPPSS bonds
for Nuclear Project No. 2 from A to Aaa. Plans now cail
for only the limited application of the net billing concept
to certain publicly-financed components of the first phase
of the power program; no net billing is contemiplated for
prejects to be built under the second phase of the program

With this additional security, lent by the BPA financ:al
participation. we are also revising the rating on Eugene.:
Oregon, Trojan Nuclear Project Revenue Bonds from A to
Aaa
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ERNST & ERNST

2700 SCATTLE-FIRST NATIONAL BANR BUILDING
SEATTLE,K WASH 98154

Board of Directors
Washington Public Power Supply System
Kennewick, Washington

We have examined the balance sheet of the Washington Public
Power Supply System Nuclear Project No. 2 as of December 31, 1971 and
the related statement of funds for the period February 2, 1971 (incep-
tion) to December 31, 1971, Our examination was made in accordance
with generally accepted auditing standards, and accordingly included
such tests of the accounting records and such other auditing procedures
as we consilered ne~essary in the circumstances.

In our opinion, the accompanying balance sheet and statement
of funds present fairly the financial position of the Washington Public
Power Supply System Nuclear Project No. 2 at December 31, 1971, and the
results of fund activity for the period February 2, 1971 to December 31,
1971 in conformity with generally accepted accounting principles.

Pr P 5 .

Seattle, Washington
February &4, 1972



BALANCE SHEET

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 2

December 31, 1971

e

ASSETS

Preliminary costs relating to future construction of
utility plant - Note B: $ 3,631,142

special funds - consisting of cash - $322,358, and United
States Government and other investment securities at
amortized cost - $11,369,335 (market value - $11,434,396)
and accrued interest thereon of $95,196 and prepaid
insurance and advances from or to other funds:

Preliminary Construction Fund X 10,717,325
Note Interest Fund - Note C 1,143,750
11,861,075

Deferred charge - unamortized financing costs 283,871

Special cash deposit - matured interest 228,750

£16,004,838
LIABILITIES

Nuclear Project No. 2 Revenue Notes, 3.05% maturing

July 1, 1974 - Note C $15,000,000
Preliminary Construction Fund:

Accounts payable and accrued expenses 763,173
Amounts withheld from contractors 12,915
776,088
Matured interest on revenue notes 228,750
Commitments - Notes B and D e ———
226,006,833

See notes to finanrial statements.
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STATDENT OF FUXDS

VASHINGTON PUBLIC POWER SUPPLY SYSTEM
SUCLEAR PROJECT %O, 2

From February 2, 1971 (inception) to December 31, mn

SPECIAL FUNDS
Prelininary Note Total Special Total of
Construction Interest Specisl Deposite all
Fund Fund Funds Interest Funds

lssuance of Revenue Kotes, including sccrued interest from January 1, 1971
of 539,396 - Xotes A and C $13,438 148 $1,601,250 $:5,039,39 $15,039,39

Additions:
Intercat earned on United States Covermment and other qualifying
fnvestoent securities 431,895 6,774 498,669 498,609
Yransfer of interest earncd on investments in Note Interest Pund to
Prelininary Construction Pund ok, 776 (646,774) @

Transfer frow Preliminary Contruction Fund - 437,500 457,300
43,930,815 1,601,250 15,538,065 %%7,500 15,995,955

Deductions
Preliminary costs relating to future construction of utility (inclwding
reizbursement of preliminary planning cost of prior yesrs ~ $364,279)
exclusive of capitalized financing costs 3,609,187 3,609,187 3,609,187
Debt discount on issuance of note - Note C 226,900 224 900 225,900
Expenses in connection with issuence of notes - Note C 161,491 161,491 91

Disbursement of interest on revenue notes to noteholders

Transfer of interest currently payable to Specisl Deposit - Interest Account

LA 132

Salance consists of:

Cash o 10,063 322,358 $228,750 $51,108
United States Covermment securities, other gqualifying investment

securities and accrued interest thereon 10,301,087 1,16) 644 11,464,531 11,464,531
Apounty due from other funds 99,029 99,029 99,029
Prepaid insurance &, 914 &, 916 &, 914
Acounts due to other funds (29,7251 (29.750) (29,750
Accounts paysble and amounts withheld from comtrectors —i774,088; (276,088) (776,088)

39

a1 2320 Slalbd 130 311,082 382 z Sl 201

See notes to financial statements.




NOTES TO FINANCIAL STATEMENTS

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 2 P

pecember 31, 1971

e

Note A - Organization

The Washington Public Power Supply System is a municipal corporation
of the State of Washington and was organized in January 1957, The System is
composed of public utility districts and two municipalities which own and
operate electric systems within the State of Washington. It is empowered to
acquire, construct and operate facilities for the generation and transmission
of electric power and energy. puring 1971 the System obtazined interim financing
of $15,000,000 by issuance of Revenue Notes to pay for preliminary costs and
studies preparatory to construction of the Nuclear Project No. 2 generating
plant and associated facilities. It is estimated that the cost of the Project
will aggregate approximately'§QQQAQQ§EQQQ, Fund accountability was established
on February 2, 1971 upon receipt of the proceeds from the issuance of the
Revenue Notes. In additionm, the System is operating the Hanford Project,
consisting of a steam electric generating plant, utilizing by-product steam
energy from the New Production Reactor owned and operated by the United States
Atomic Energy Commission, located near Richland, Washington, and the Packwood
Lake Hydroelectric Project. Separate books of account for the projects are
maintained by the System.

Note B - The Project

It is contemplated that the Nuclear Project No. 2, which is now in
the preliminary design stage, will consist of a nuclear energy generating
gtation and a nuclear steam supply system located within the United States
Atomic Energy Commission's Hanford Reservation near Richland, Washington.

The generating plant will be constructed on land which is leased from the
Commission., The lease agreement provides, among other things, that its term
shall continue in effect for a period in excess of the estimated life of the
Project and be subject to renewal thereafter, The lease contains terminationm
provisions which, among other things, provides for cancellation in the event
the System is unable to obtain necessary permits and licenses from regulatory
agencies.

The lease, commencing on January 1, 1972, includes provisions for
annual rentals of approximately $4,000 for the first five years, approximately
$8,000 for the second five years and rentals subject to revision for each
five year period thereafter., Any taxes or assessments which may be imposed
upon the leasehold will be borne by the System,

sh=



NOTES TO FINANCIAI, STATEMENTS (CONTINUED)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 2

December 31, 1971

Note C - Revenue Notes (Continued)

The System and Bonneville Power Administration have entered into
the Project Agreement, the term of which extends for the life of the Project.
That Agreement, among other things, provides standards for design, licensing,
financing, construction, fueling, operation and maintenance of the Project,
and for making of any replacements, repairs or capital additions thereto.

Under terms of the Agreement, the System shall cause the Project
to be salvaged, discontinued, decommissioned and disposed of or sold in
whole or in part to the highest bidder or bidders, or disposed of in such
other manner as the parties may agree when:

a. The Supply System determines it is unable to construct, operate
or proceed as owner of the Project due to licensing, financing,
or operating conditions, or other causes which are beyond its
control,

b. The parties determine the Project is not capable of producing
energy consistent with prudent utility practice or, if the
parties disagree, the Project Consultant so determines, or

¢. The Bonneville Power Administration directs the end of the Project
if the estimated cost of a replacement or repair or capital
addition required by a governmental agency exceeds 20 percent
of the then depreciated value of the project.

As other security, provisions of the Note Resolution established
the trustee-administered Note Intereet Fund in an amount ($1,601,250) equal
to the interest to accrue on the Notes from January 1, 1971 to July 1, 1974.
The Fund shall be used to pay interest on the notes during such period. The
balance in the Note Interest Fund at December 31, 1971, was $1,143,750,
representing the remaining interest due on the Notes for the period January 1,
1972 to July 1, 1974,

Costs of issuance of the Revenuc Notes composed of debt discount
($224,900) and various expenses ($161,491) are being amortized on a straight
line basis over the life of the Revenue Notes. Amortization for 1971 aggregated
$102,520 and was charged to preliminary costs relating to future construction
of utility,.

Note D - Commitments

At December 31, 1971, the System had entered into certain significant
contracts which aggregate approximately §155,000,000 to provide for services
relating to financing, design of the plant, and the supply of nuclear fuel and
reactor components.
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: ERNST & ERNST

2700 SEATTLE-FINST NATIONAL BANK BUILDING
SEATTLE, K WASH 98154

ACCOUNTANTS' REPORT ON OTHER FINANCIAL INFORMATION

Washington Public Power Supply System
Kennewick, washington

The audited financial statements of Washington Public Power
Supply System Nuclear Project No. 2 and our report thereon are presented
in the preceding section of this report. The information presented
hereinafter, excepting comments regarding funds, was derived from the
accounting records tested by us as part of the auditing procedures
followed in our examination of the aforementioned financial statements,
and in our opinion it is fairly presented in all material respects in
relation to the financial statements taken as a whole; however, it is
not necessary for a fair presentation of the financial position of the
Project.

The information shown in the comments regarding funds was
obtained from nenaccounting records of the Systems. We compared this
{nformation with the note resolution from which it was prepared, and found
it to be in agreement therewith.

Pr O o B e

Seattle, Washington
February &4, 1972



COMMENTS REGARDING FUNDS

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO, 2

December 31, 1971

The note resolution requires that two special funds be established,
held, and administered in trust for the protection of the noteholders. Both
funds described below may invest in government obligations of the United States
and certain of its agencies. Additionally, the Preliminary Construction Fund
may invest in certain bank time deposits evidenced by certificates of deposit
and secured at all times in the manner provided by the laws of the State of
Washington, subject to certain restrictions relative to the amount of capital-
ization of the Bank issuing such certificates. The note resolution also
provides for the semi-annual transfer from the Note Interest Fund to the Interest
Paying Agent Account of amounts equal to the interest installments due on
January 1 and July 1 of each year to July 1, 1974,

Other funds will be established in the future pursuant to the proposed
bond resolution. .

Preliminary Construction Fund

Note proceeds reduced by the original amount of the Note Interest
Fund were deposited to the credit of the Preliminary Construction Fund for
the purpose of paying a part of the cost of planning for the acquiring and
constructing of the Project and placing it into operation. The unexpended
balance in the Fund was $9,941,237, at December 31, 1971.

Note Interest Fund

The Note Interest Fund is required to contain cash and value of
investments aggregating the amount of note interest accrued since the last
gemi-annual interest nayment to July 1, 1974, Transfers are made on a semi-
annual basis to the Interest Paying Agent for purposes of paying the interest
to noteholders. The balance in the Fund at December 31, 1971 was $1,143,750,

Special Cash Deposit - Intercst Paying Agent

Pursuant to provisions of the note resolution, the Project is to
transfer from the Note Interest Fund to the paying agent on the 27th day of
each month preceeding the interest duc dates an amount equal to the interest due,
The Project has met these provisions and at December 31, 1971, the Special Cash
Deposil account contained $228,750 of cash with which to pay interest due on
January 1, 1972,




SCHEDULE OF PRELIMINARY COSTS RELATING TO FUTURE CONSTRUCTION
OF UTILITY PLANT

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO, 2

December 31, 1971

Engineering Services:

Architect engincer $2,282,707

Nuclear fuel consultant 180,294

Consulting engineer 81,564 $2,544,565
Legal Services 135,657
Preliminary site studies - Roosevelt Beach 110,369
Administrative and General:

Salaries 393,303

Office supplies and expenses 142,906

Regulatory expenses 56,396

Qutside services 8 54,834

Employee benefits 43,940

Bond performance 42,890

Rents 14,273

Office furniture and equipment 10,181

Miscellaneous 59,873 818,596

3,609,187

Capitalized finance costs charged to construction:

Interest payments on Revenue Notes 457,500

Less accrued interest received on sale of Revenue Notes (39,396)

418,104
Amortization of debt discount and expense 102,520 520,624
4,129,811

Less interest earned on United States Government
and other qualifying investment securities
PRELIMINARY COSTS RELATING TO FUTURE CONSTRUCTION
OF UTILITY PLANT AT DECEMBER 31, 1971 $3,631,142

498,669

-11-
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'CSX Might Offer One-Stop Shipping
il f It Wins Takeover Bid for Texas Gas |

By Bl PauL

staff Reporier of Tue Wars Staart Jo

NEW YORK-If CSX Corp. succeeds in
the contest to acquire Texas Gas Re
sources Corp., It may take a glant step to
ward becoming the nation’'s first transpor
tation company to offer one-stop ship
pug

Richmond, Va-based CSX already Is the
parent of two rallroads, a trucking com
pany and an aircraft mainienance and ser
vices concern. It also owns nghts-of-way
over which it has said it may build coal
slurry pipehnes. The purchase of Texas
Gas wouid add, unless barred by the fed
eral government, a barge company and a
natural-gas pipeline

The Justice Department yesterday indi-
cated that the government won't oppose
CSX's friendly $52-a-share bid for all Texas
Gas shares, or Coastal Corp.'s nval, two-
part offer. Houston-based Coastal pledged
10 make its $1.05 billion offer “superior” to
CSX's $1.07 billion bid, and Texas Gas's
board approved a $45-a-share offer for as
many as 10 million of its owa shares, a
move Coastal conceded “'would jeopar
dize" its $55-a-share offer for the same
number of shares

If CSX is the victor, the company might
be able to offer shippers a vanety of trans
portation routes and modes. For example,
coal, grain or chemicals might be shipped
by barge alone, by barge and rail, or by
rail alone. The shipper would have to deal
with only one company-presumably a
more efficient and less costly approach.
May Be a Disadvantage

But one-stop shipping, some shippers
believe, could also be a disadvantage, re
ducing competition for their business

“This i1s soinething we're going to have
to look at'" sald James Bartley, executlve
vice president of the National Industnal
Transportation League, a shippers’ group
The 1,500 member organization, he said,
might be concerned with a “lack of com-
petitive balance” among types of transpor
lation

URNAL

A CSX - Texas (Gas combination analysts
B g B PRy i e N v Sai gy wl

|

rallroads may go hunting for their own
barge lines

But even if CSX acquires Texas Gas, 1L
won't have a clear title o the concern’s
Owensboro, Ky.-based barge unit untl
convinces the Interstate Commerce Com
mussion that the combination won't lessen
competition. Until then, the barge lne
would be placed In a voung trust
‘It's a Bad Deal’

Archie Wilsou, president of Dixie Carn
ers Inc., Houston, expects the barge indus
try to fight CSX. “It's & bad deal,” he said
“Railroads have always wanled to elimu
nate competition and 1 don’t think this is
any different.”

But many observers expect CSX to win
ICC approval because of prevailling atl)
tudes in Washington that support deregula
ton

CSX Beckett Awviation Inc. possibly
could pursue some air-express business as
part of a package of transportation ser
vices; the unit manages the world’s largest
fleet of execulive aircraft and aiso pro
vides general aviation services at 10 major
U.S. airports. But just where CSX's alr
craft-services business would fit o the
total-transportation concept Isn't clear
ye!

In addition, CSX recently announced
plans to develop a telecommunications »ys
tem with Southern New England Telephone
Co. thai would transmit data over rights
of-way owned by CSX to financial centers
or offices of corporate chents

Texas Gas said yesterday thal Its own
tender offer i1s designed to destroy the fi
nancing Coastal has arranged for its offer
Texas Gas said it could spend as much as
$450 million of the assets that it believes
Coastal has pledged as security to obtain
bank financing for the $550 mull.oa cash
part of its offer. Thus, Texas Gas hopes the
possibility that Coastal's offer coud col-
lapse will prompt Wall Street speculators
to tender their stock to CSX.

Coastal Is offering $55 a share for 52%
of Texas Gas, and then would provide se
curities equivalent 1o about $48 a share for

the rest. Coastal management said yester

e - T s
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WPPSS Court Heanng

SEATTLE - Lawyers for Chemical Bank
ol New York asked a county court to Uft an
urder that has prevented default by the
Washungion Public Power Supply System on
$2.25 billion of debt. If it 1s hifted, WPEFSS
could plunge nto the largest municipal bond
nslory

A heaning has been set tentatively for
July 5 before King County Superior Court
Judge H. Joseph Coleman. Chemical Bank
told the court that the restraining order, en-
tered May 27, should be lifted because of a
recent Washington state supreme court deci
sion freeing that state’s utihties from paying
their share of the WPPSS debt on abandoned
nuclear power plants Nos. 4 and 5. Chemical
Bank is the bond fund trusiee for bondhold-
ers of debt on the two canceled plants.

Meanwhile, in Portland, Ore., the Bonne

| ville Power Administration restated ils com-

mitment to pay the cost of WPPSS's share
of nuclear power plants Nos. 1, 2 and 3

OLLS-ROYCE MOTORS has
always been dedicated to the

driver who believes the distance be-
tween any two ponts should be trav-

eled in absolute luxury.

'Hw Pli'\}th‘ Ut- d l{k)“b'l‘\\))kl‘.
however, has always done more than
satish one'’s desire for luxury. For over
the years its considerable financial ap-
preciation }t.b lcallll&'d J D OWNREDS
sittng quite pretey, as well.

And this year, we are pleased to
confirm that will be more true than
ever. In point of fact, with taday’s
cconomy and the strength of the U.S.

1
|

|

|
|
|

|
|

| expects earnings for the currenl quarter 1o |

| they are likely to tall below the $9.7 muilion, |

In Second-Quarter Net

By o Wars STaeer Jounnai Siaff Keporter

SAN FRANCISCO- Potlatch Corp. said it |

Potlatch Sees Growth {

exceed the $8.1 mulhon, or 38 cents a share, |
posted 1n the 1982 second quarter but said

or 48 cents a share, pusted in the 1953 first
quarter '
The paper and lumber products company
cited incregsing plant start-up and interest
costs. Results for its Northwest Paper divi
sion will trail the year-earlier period be-
cause of a seven-week shutdown for rebuild
ing at a Minnesota plant, Potlatch said
Based on current economic conditions,
1983 second-half performance should be
“substantially ahead of 1952, said Richard
B. Madden, chairman and civel execulive
officer |

dollar, there has never be§
time to invest in the preJ8
of a i{\’ll\'l{\'\\k‘ motor g
And there's no betd
to invest in than the Sil
l‘.-luhl yean o create .md
Silver Spirit 1s our first ru
sedan in fitteen years. )
Each Silver Spirit taf™
months to buld. 1t is fiecg
vanced selt-leveling suspy
S0 sensitive it can adjust
of a set of golf clubs in t1
compartment.
There 15, of course,
Rolls-Re wyee Jual level ailf
Thus allows tor two level
whe h means the
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Pursuant to tiie Atomic Energy Act of

1954, as ermended, the regulations in Title

10, Code of Federa! Regulations, Part 2— '
Rales of

Practice and the notice of hear-
ing referred to above, notice is hereby
given that the Commission has desig~
nated Dr. Lawrence R. Quarles as the
ber of the Appeal Boerd in this

at Germantown, Md., this 26th
day of January 1872 "

W. B. McCoot,
Secretary of the Commisston.

[FR Doc72-14%2 Flied 2-1-72.8:47 am]

h

[Docke . No. 50-397A!

e WASHIN.GTON PUBLIC FOWER

SUPPLY SYSTEM

jers of BouneviTF v L
" {¥e powe:r geners'¥d by the un

NOTICES

Cperasion SChedilcd W AWhiassidbs € ok Stp

temler 1677,

! WEFSS s a municipal corporation and 8
joint operating agency of the Sta'e of Wash-
‘ington and s corpesed of 18 public utdity
districts of the Biite of Washirgion and
the cifles of Richland end Seattle WEP33
haf the statutory authorily to acqtiire, con-
struct, and operate plants and faciities fer
the generaticn and transmission of ejectric
power.

The power produced by Hanford No 2 will
|be distrivuted by the Bonpevile Power Ad-
ministration {Bonneville) within the Fed-
eral Columbiz River Power System In
ascordance with so-calied “Net Billlng Agree-
,ments” entertd imtd pot-veen Boanevilie,
WPPSES, and #3 statutory Pn:enncq customi-

TR a sty parchose

| utilitlesrefecred to o3 Pt nta’” coni-
staz of 23 MANTARA] elesiric iratems. 22 pub-
lie utility districis, and 45 REA co speratives
These 93 utilities conatitute tie vast ma-

& ) - . - wtmated™ bt
Notice of Receipt of Advice ond Time | jority of the eppreximatel> 105 pubiicty

for Filing of Petitiens te Interv ¢
on Antitrust Matiers

The Commission has received, pur-
suant to section 10ic of the Atonic
Encrgy Act of 1954, as amended, & letter
of cdvice from the Attorney General of
the United States, duted Januiry 24,
1672, & copy of which is attached as Ap-
pndix A,

Any person whost inlerest may L2 al-
focted by tiiis poocesding mey, pU suans
to § 2714 of the Commussion’s Tulss of
practice, 10 CEl Part 2, file 3 petition
for jeave to iniervene and reque’ @ heor-
ing on the anlitrust aspecis of the appli-
caticn. Peiltions for lears to intenire
gnd requazts for hearing shail be fled
wiraln thirss «0%) days oltar gy nilization
of this T.ot.ce in the Feooaa Rroisiii,
either (1) by dalivery to the AEC Pub-
lic Document Room at 1717 H Street
NW.. Washington, DC, or (2) by mail or
telegram acdrezsad to the Szcretary, US.
Atomic Enzrgy Comm: ien, Washinaton.,
D.C. 20543, !
ceedir s By

For the Atonie B

Lyatt JOHNSON,
Direztor, Division ¢!
State cnd Licen:ee Relations.
AprENDIX A

Jasvasy 24, 1972
Washington Public Power Supply Srstem,
Hanford No. 2 Nuclear Tnit, AEC Docket No.
80-397A, Departmen® of Justice File No. 60—
41546
You have requestad our advice pursuant o
the provisions of section 103 of the Atomic
Bnergy Act of 1534 &5 pecontly ameudesd OF
Public Law 3i-500 (December 19 1970 =
pegard to tie asove=siied agpliatiin
The Hauford N2 3 Nuglsyr Talt, sith 8
genersiing capacity e approxanately 1,200
mw., will be located on th: US Atomle
Commission’s Hanford Rezcrvation on
the Columbia R.ver pear tho o'tz cf Ricxland
in southeastern Vash.ngton. It wiul be con-
structed and operated Sy Washia. 23 P.Ble
Power Supply System (YWPPSS) wlich prase
ently ow:s and operates Ao €3) mT. sleue
elestric germerating plant for which #izum L
supplied from a nufiear ress o curned snd
operated by ih2 AEC on i.e Hnlord Resers
watlon. Tue estinated cost of conatruetion,

(T

gy Conunissizn,

PEDER-L AT

~ e
woai s

owned utilities in the Psrifie Northwest?

Bach of the §5 participants has 3 contrest
for the purchase of i's pover requiremescs
from Bounevil'e. Under “Net Blling" the en-
tire gemerating capacity of Han'ad Ne. 2
will be assigned tc Bonnoville. Eash of the
§5_Eartigipents will par to WPFS3 a certain
percentage cf the snnual ccsls ! the urit
This ertlses exch Participant to receive from
Bonneville an amcunt cf power equivaleal
to the samr percentage of the unit's ca-

paclly. » credi's ench Pare
sicipant, exch 3 v Nt wWh'sh
it pald %o WPEZ2 o5 111 & rews

asnual cests, Eoncerllle € s tis rum

frora the amouns which each Farticipent
otherwise must pay under iis power ecntract
with Boaneville and the balance owed I8
called the “met biling" In eact. by pare
tielpatir g in Bonfard To, 2, theer 03 uinitisa

o incseas e uRts of pawer from
2t B ev.ll2’s Tares

eral mydroeiacizic planis buliv by the
eral Governmen®, is the dominant suppl.e of
power at wholesai: 10 pubiisiy owned util-
{ties in the Pac'f: Northwest and bas tne
lowest wholesale rate; in the e
vilie also supplles waclizsale power 13 pri-
varely owned utilities in the wrea There has
bees substaniial €XPAraLoT 2
among the pubils axnd pHv
Puciis Norawast. Fo T 3
jous willitles in L area voiuLiall
ordinated oparatizns of thelr faclitles
through the Nor:liwest Puwer Peol. In 1854
Bonnerille, tha Corps of Enginzers and 14
of the area's public and private generaiing
utilities agreed 10 cocrdé.nae their operation
on the basis of a formal contract ealled the
Pacific Northwes: Coordimaiinn Agreement
In the earlr 1950's it became evident that
toe Pacific Northvwest would soon nesd more
frm power than could be supplied by the
hrd-oelectric projecs (n the area. As a re-
su.t. Congress In 1063 authorized equstruce
tion of an 850 mw muclear unit st Hanford
Balf of the cu’put of this unit was seld o 71

ot Bonzec.

! Toe Bonnevii's Act specifies that "prefer-
ence customess” such as municipally owned
eeciric systesss and RIA Cooperatives shall
bave priority in obialning low-coet poser
marketed by Bennevlle. -

sThe 55 Pacticipants are lccated pree
dominantly in the fuur States of Waining-
ton. O-ezon, T4:ho and Mortans, al*hovgh
s few of the RIA codoperal

talr i smal ot
foraia. N:vada, and Luah
Wroming

2555

Ygee g .- .
owned utiitiles and the fosr @M privately
owned utiliries in the Paclfe Norhwest
jointiy deveicped a plin for the construction
of thernai piants to auguient the preduetion
from exLting and future hydroeleciric planis
fr. the nrean. This pian, referred o as the
“Hydro-Thermal Power Program,” constls
tutes an efort by all the utlitics in the
Pacife Nomthwest to piest thelr icaéd growth
requirvments at the lowest posawble cos?
Tander this pian, thermal plants—both fLssl
fue! and nuclear—are to be buils by bolll
putlic and private utilities with Access o
such plan s cpen 10 287 utiiity which needs
pover.

~The fr:t result of the Hydro-Thermal POT
2s that a grevp of publc a7 i
111%105 planned and jeinty &
: ccal-fived TUC

is the Trojan Nucicar Plant on to
River near Partiend, Orez Tois
jointly owned by ¢@e private us
jand General Electric Co.and F
Light Co. and by ine oty cf Eugers
Water & Lizhi Board which thre ugh the

piling” procedure aftualiy providad
meons wherssy 13 other pubiicl
utlities in the area could pu

plant® The third project ir. the precrom 1s
ths eonitruction cf two 803-p < g

units In Wyomific at the Jiurm Eridzer
by Pacic Power & Lagit Co. Hn »
s the fourih% projéct-—end sconfTh ey

te wed e

There hzs Leed tnd eontinies W i
grantial eocperation ard coordin noa
bulk powes SUpply emo2g the various vilitie
large ard swuicll, in the Paciis North
Hanlord ¥o. 2 12 one of sevorul grio.

e Bpap

Pu ¢ praRLe ties wave &
eootGiLated the pdtition cf ne gy
pacity in the ares. The vast malority
sma.l pudlicly owned utlities 1o
. 2st wili participate in F

s

reuy ekiiin at S
3t ¢o23 net appear that
“ '

| Docket No. 50-208)

NESRASKA PUBLIC POWER
DISTRICT

Order Exiending Provisional
Construction Permit Completicn Tote

By application dated December 7,1 febe
the Nebroska Public Power District fe-
quested an extension of the lates: com-
pletion date specifisd in Provisional Con-
struction Permit Mo CEr 242, Tue oe.

-it authorizes the consiruction of
single cycle, forced circulation tel
water nuclear reactcr, Known as
Cooper Nucleer Station, on the &o
cant’s site on the west bank of

b
|

o &

a0y oW

s
4.4
¥

* The Department by letzer dated J:te
1971, advised *Be AZC that issuancge of

proposed license for the Tro! 3
Pant sould Dot erente or Mo
tion inconsistent with the ant.rust lavs.
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