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Mr. John Collins
Nuclear Regulatory Commission
Region IV
611 Ryan Plaza Drive, Suite 1000

,

Arlington, Texas 76012

Dear Mr. Collins:

Per our telephone conversation this date, attached '

is the document to which I referred.
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! SOUTE TEIAS EDCLEAR PROJECT

A BRIEFING PAPER*
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The following briefing paper is a work in progress by the.

South Texas cancellation Campaign (dTCC). This paper is
. prepared for decision makers in an effort to provide an in
depth view of the issues raised by continuation of the South
Texas Euclear Project. Much of the discussion focusses on>

- Austin as the partner most active in trying to get out of
STNP. The information' and observations, however, are of equal
application and importance to the other partners.
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Sicoonry orgnoont: We oro at a crossroads in the history of the
South Texas Nuclear Project. The choice is .Setween continuation
and cancellation of the project. This Briefing Paper proposes
that the most reasonable policy to adopt regarding STNP is
cancellation of the project as quickly as possible.

The STNP partnership is in deep trouble. Austin voters
authorized the sale of Austin's share of STNP in November 1981.
After an extensive effort, Austin failed to find a utility
interested in even discussing such a purchase.

Subsequently, Austin filed suit against Houston Industries and
Houston Lighting and Power Company. The suit asks for & refund of
Austin's investment to date in STNP and assumption by HL&P of
Austin's 164 share of the project. BL&P cannot afford an adverse
judgment in this suit. The refund of Austin's investment and the

, potential for an identical suit by the City of San Antonio and
! Central Power and Light threaten the economic viability of BLEP.

Prior to trial in the Austin suit, ELEP would probably file for
i reorganization. Cancellation of STNP would probably follow

shortly thereaf ter. Since trial is unlikely in the next year or :
even two years, hundreds of millions of dollars more will have

|
| been spent on STNP by the time of such a receivership.
d

To finish STNP will require a minimum additional expenditure of, -
'

83 billion dollars. This noney will not be available to pursue
other energy options, such as conservation, energy efficiency,,

and renewables. Even if finished, STNP is very likely to
)

;

i experience the problems generic to the nuclear industry --
1 accidents, constant breakdowns and repairs, discovery of new
; defects, and possible destruction as at Three Mile Island.

| Throughout the operating life of STNP, there would be the danger
of a catastrophic accident killing thousands of people,,

; destroying great parts of the South Texas and Gulf of Mexico
; ecosystems, and causing billions of dollars in damages.
.

The choice is between the road requiring billions of dollars more,

to be spent on a dangerous and defective product and the road
'

leading to an energy policy which respects human life, the
planet, and our economic well-being.

To us the choice is obvious.

| For further information, please contact:
. -

Nina Butts or Lanny Sinkin
1508 W. 13th 2207 D Nueces
Austin, Texas 78703 Austin, Texas 78705

3 (512) 476-9519 (512) 478-3290
i

j We would appreciate your comments and suggestions. If you would
: like to contribute to further the cancellation effort, please
! make checks, payable to "STCC" and send to either of the addresses
! above. If you would like a full briefing book containing
i documents (the " attachments") which support and expand upon the
f information in this paper, send 810 to STCC with your request.
I'
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Historical Summary of the South Texas Nuclear Project

1973 - HL&P presents STNP as a two unit nuclear plant to cost
, between $738 and $990 million, to begin delivering elec-
tricity in 1980 (second unit 1982), and to be designed,
engineered, and constructed by Brown and Root. -

1978 - Reports begin to surface that inspectors are being beaten
and intimidated at STNP and that construction practices
are substandard.

1979 - Three Mile Island Unit 2 demonstrates that nuclear plants
are not cheap, safe, or reliable.

1980 - The Nuclear Regulatory Commission issues an Order To Show'

Cause threatening to suspend all safety related+

construction at STNP. NRC investigators confirm that
inspectors are being intimidated and that construction

,

j practices are substandard.

| 1981 - In a referendum, Austin voters authorize sale of Austin's
share of STNP..

t

1981 - NRC licensing hearings beg'in. Af ter 40 days of hearings,
.

the record of more than 11,000 pages of testimony and more
than 200 exhibits reveals a mismanaged, poorly constructed

, ,

nuclear project.
-

. 1981 - NRC discovers Quadrez Report on deficiencies in STNP
i design and engineering. Brown and Root fired as
: architect-engineer. Brown and Root walks off project as
i builder. Partners sue Brown and Root.
'
s

! 1982 - The Public Utility Commission of Texas concludes that EL&P
has mismanaged STNP, calls for removal of HL&P directors,'

and threatens not to allow HL&P to recover its investment
!

,

up to the current projected price of $5.495 billion.
-:

| 1982 - In answering the STNP partnership law suit against them,
! Brown and Root countersues ELEP and files hundreds of,

pages of allegations of gross mismanagement by HL&P.
,

l 1982 - The partners discuss cancelling Unit 2.
. ..

.

1983 - An extensive effort by Austin ends with no buyer found'for4

d. Austin's share of STNP. Austin files suit against Houston
i Industries and Houston Lighting and Power.

l 1983 - The Sisters of the Sorrowful Mother, a religious order,4

i ? files a stockholder's resolution calling for STNP to be
4 shut down until an independent review can be conducted.

The vote on the resolution will be on May 11 in' Houston."

f

$ 1983 - STNP is still a two unit nuclear power plant but the cost
; is now at least s5.495 billion, electricity will not be
j delivered before 1987, if then, and Brown and Root is no
j longer on the job.

- 2
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The Options for the Partners
.

J continuation: There are certain facts which all but the most ,'

diehard proponents of STNP agree upon:

- the project is now seven years behind schedule;
|

|- the project is now estimated to cost six to seven times the Joriginal price, depending on which original figu:e is used. (EL&P
told san Antonio $738 million and told Austin 8990 million); ;

)
- Brown and Root built the first third of the plant with i

.

inexperienced personnel and in a substandard manner. As just one ,

indicator from the massive NRC licensing hearing record, in.

August 1979 a technical consultant (Ferguson) to EL&P sent a
highly critical letter to Brown and Root (Dodd) which included

i the following statement

"Many people have been exposed to or a part of inadequate!

performance for so long it is now the norm." (Attachment 1) |

- The Brown and Root design and engineering program was equally' ,

substandard. In May 1981, the Quadrez Corporation, an independent'

consultant, delivered a 500 page report to ELEP based on a -

sampling of Brown and Root's design and engineering work. The
report contained 290 deficiencies in the Brown and Root process
and included the following evaluation:

"There was little evidence of a well-thought-ogt and
consistent basis for design." (Review copy of Quadrez
Report available upon request.)

Bechtel did an analysis of the Quadrez findings. The NRC recently
concluded that Bechtel has corrected or will correct thedeficiencies found by Quadrez. There is reason to question the
Bechtel analysis since Bechtel is taking over the project and
cannot be considered an independent reviewer. More importantly,
the deficiencies should never have occurred in the first place
nor remained undetected over a six year period.

,

I - ELEP mismanaged STNP. EL&P did not fire Brown and Root as
architect-engineer until late 1981. The firing came after the NRC
discovered the Quadrez Report and demanded its release to the -

licensing board. The Public Utility Commission concluded in _.

December 1982 that ELEP had mismanaged STNP. (See Attachment 2)

.

O
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-- The name perconnel at HL&P (Don Jordan, President and Chief
Executive Officer, and George Oprea, Executive Vice President)
who are responsible for BL&P's performance to date are still in
place. In October 1980, HL&P hired Jerome Goldbberg, an
experienced nuclear engineer, as Vice President of NuclearConstruction and Engineering. Mr. Goldberg brings an expertise
which was sadly lacking between 1972 and 1980. Mr. Goldberg has
been bluntly critical of the HL&P/ Brown and Root history prior to
his hiring. But, Mr. Goldberg has devoted his professional career
to nuclear power and cannot be expected to be objective about theproblems of the nuclear industry or about cancelling STNP.,

'

Unfortunately, his most striking decision to date was that the
NRC did not need to see the Quadrez Report.

t

-- Utilities involved in nuclear plants are finding their bond
ratings steadily lowered as their nuclear investment exposureincreases. The bond market no longer responds favorably tonuclear plant investments.

- The nuclear industry as a whole has experienced poor
performance, numerous accidents, repeated discovery of new
defects, constant repairs, and continued cost escalations and
construction delays. The economics of nuclear plants are*

critically dependent on the reliability of electrical generation.
Performance to date is far below the 804 capacity factor
originally used to justify STNP economically. While the utilities
now use 654, the record indicates that large Westinghouse
reactors can be expected to perform at closer to 50% to 554. In,

*

addition, STNP is two 1250 megawatt reactors. There are no
operating reactors that large in the United States. STNP is thus
an experimental reactor by reason of its size at a time when the
record predicts worse yrformance the larger the reactor.

There have been 167 accidents described by the NRC as precursors~

to core damage. The terminology means that in each of these
accidents, the accident proceeded to the verge of damaging the

[ reactor core, as happened at Three Mile Island.
,

.

Three Mile Island Unit 2 operated for only three months before;

|' destroying itself. The rate payers will pay more than 82 billion
t just to clean up the mess and $25 million per month fori replacement power.

; Citizens Concerned About Nuclear Power, the remaining intervenor
in the STNP licensing' hearings, receives three or four notices a

i month from the NRC detailing hardware not performing as required, . . .

I defective materials supplied to reactors by vendors,
possibilities for perfor.mance failures not previously discovered,
and inadequacies in testing or analysis previously conducted.,.

;- (Attachments 3 and 4 are recent examples.) There is a frightening
detachment found both in the corporate suites Lad among the

'

| workers in the field from the very real dangers of nuclear power.
! Shoddy work, defective material, cheating, and other symptoms ofI

this detachment are rampant throughout the industry.

|

4
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Tha dafsetive Westinghouse steam tube generators alone represent,

the largest single product failure in U.S. history. An essentiali
i part of the cooling system, these tubes corrode and release
j radioactive steam af ter only a few years of use. Such a unit is

already installed in Unit I at STNP. An even more serious product
i failure is the reactor vessels, which become brittle after!

fif teen years of neutron bombardment, threatening to shatter if I

certain conditions arise.>

!

- Intervenors all over the country are beginning to compare !i notes on NRC performance. The conclusion is emerging that the NRC i! is not' protecting public health and safety but rather is |j protecting the nuclear industry. There is evidence of NRC failure
to detect ongoing deficiencies (inspectors being' threatened and a
disastrous design and engineering process at STNP as examples),:

Ii suppression of negative investigative findings, falsification of
investigative results, compromising investigations by changing,

draft reports to meet the objections of those under
investigation, and much more. There is no guarantee that any,

'

! nuclear plant in the country is adequately inspected, built, or
. operated. The absence of effective NRC oversight means that we

will never be sure how safe STNP really is. Furthermore, under
these circumstances, another Three Mile Island is a real |

;

! possibility. A second such accident could well produce a national
| outrage resulting in shutting down even non-operating plants, |
i like STNP.
'

l |'

If STNP is continued, these facts lead to certain predictions and
| conclusions, such as:

- The chances of a further delay in the STNP schedule are high.
EL&P is still managing the project. The NRC frequently changes
regulations in response to new defects found in reactors. These

I changes often result in new requirements for reactors under
! construction and, consequently, in delays and cost increases for
i those reactors.

- The cost will almost certainly go up. The current projection
is roughly $2200/KW (85.495 billion for 2500 MW). Nuclear plants
being finished now are costing that much and more. (shoreham's
$3800/KW translates into $9.5 billion for STNP. See Attachment
5.) A realistic estimate for STNP is $7 to $8 billion. At this
level, the partners would have to raise an addition =1 84.5 to
85.5 billion plus interest to finish STNP.

- There is no guarantee that the errors made by Brown and Root
~

will be corrected. EL&P's evaluation of the plant was not
comprehensive following the Order to Show Cause. BL&P limited its
evaluation to the areas in which the NRC had questions after the
investigation pr.ducing the Order. Bechtel did no furtherevaluation of the physical plant in place.

- The hiring of Bechtel is no guarantee of high quality
performance. Bechtel's record at other nuclear plants is as bad,

i as or worse than Brown and Root's record at STNP. (See
f Attachments 6 and 7.)
!

5
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-- AS 0 problon plant, STNP is more likely to have an accident,
! perform poorly, and need repairs than a well- built plant. Sinceeven well-built plants face serious problems (brittle reactor
! vessels, defective steam tube generators, and dozens of other; problems), STNP is double trouble.
1

- Re'membering that Three. Mile Island Unit 2 came within 30:
minutes to one hour of a complete core meltdown, the possibilityt '

of such a meltdown at STNP must be considered. The most current!

consultant report for the NRC projects that a meltdown and
. containment rupture of just one of the units at STNP would cause
{ 18,000 immediate deaths; 10,000 injuries ; 4,000 long termi cancers; and $104 to $112 billion in damages. Essentially, the! whole area of South Texas near STNP would be wiped out. The NRC
i study makes no escinate of the long term ecological effects on
j South Texas or the Gulf of Mexico.-
i

-- The utilities in the midst of constructing nuclear power,

'

plants will face a continuing deterioration in the financial
community's response to. their investment needs. Lowered bondi

i ratings, higher interest rates, declining investor interest in'

nuclear bonds, and even bankruptcy are the likely future for such
utilities. The WPPSS cancellation of two nuclear reactors in

,

! Washington state is on the verge of becoming the largest bondi default in U S history (87 billion -- larger than New York..

City's debt when New York defaulted).;

The refusal of many of the;
88 public and private utilities to pay for the cancelled plantsprovoked this crisis. The prospect of such a default is making

. Wall Street even more nervous about further nuclear investment.
+

1
By draining off huge amounts of investment capital, nuclear power

i plants are preventing the development and pursuit of other energyj strategies.
;

Those utilities heavily committed to nuclear construction face.

lowered bond ratings and possible bankruptcy. The pending WPPSS;
'

default in Washington threatens unforeseeable economic
! consequences. Bankruptcy looms for many of the 88 public and
{ private utilities involved in the project. The economies of the

states where these utilities are located and even the nationaleconomy could experience devastating blows.

On the other hand, progressive utilities around the country are;

choosing to pursue conservation, efficiency, and use of;

| renewables. These policies are developed and implemented through! utility loans, changing building codes, ener'gy-conscious ,.

; architecture, technological improvements in energy-using
appliances, and regulatory ) reform requiring changes in utility

1

! policies. (See Attachment. 8.
4

The 53 to 85 billion needed to finish STNP could be spent onL
'

! conservation, energy efficiency, and renewableftechnologies.
i Since these strategies provide a megawatt of energy at roughlyj one fourth the cost of STNP, far less money will have to be spent; - to meet energy needs. The remaining resources will be freed to
i meet other community needs. To invest in the alternative strategy
{ is simply common sense.,

i

6
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j Default: Default is really a misnomer because if a partner were'

to stop making payments to STNP, that partner would not lose its
existing investment. Instead, the non-paying partner would lose,

j certain rights under the contract.

! Under the Participation Agreement, a partner can ask for arbitra-
tion of claims where such partner believes it has a legitimate
right to be reimbursed for costs charged by BL&P, the managing'

partner. If a partner sought arbitration, that partner and each
of the other partners would have the right to pick an arbitrator
with all arbitrators choosing a fif th arbitrator. But the right
to select an arbitrator exists only so long as the requesting
partner has a 154 share of the project. If a partner stopped
paying and its share dropped below 154, only the other partners
would select arbitrators.

,

1.

Furthermore, once a partner went below 154, the other partners
would have the right of first refusal on that partner's share
until completion of the project. This means that the non-paying
partner could not independently sell its share until the project i

was complete and the other partners had refused to buy out the
non-paying partner.

More seriously, the bond raters (Moody's and Standard and Poor)
have threatened to remove Austin's bond rating altogether if
Austin stops payments to STNP. They argue that as long as Austin
has a valid contract to make payments to STNP, Austin would be
breaching its obligation and repudiating a promise to pay. Since
bonds are similarly~ no more than Austin's promise to pay, sucti a
breach would be perceived by the bond raters as threatening the,

possible breach of Austin's bond promises as well.

The bond raters also argue that if Austin stopped making payments
j to STNP, the project might well collapse. The other partners

might then sue Austin for the value of the project and for the
cost of returning the land at the project site to its original

; condition - potentially a multi-billion dollar judgment against

| Austin.
,

For these reasons, if Austin defaulted, the bond raters would
refuse to recommend that their investors purchase any further.i

bonds from Austin. Should the bond raters follow through on such
a threat, Austin might be forced to cash-up-front payments for

j all purchases and capital improvements.

Any partner considering unilateral cessation of payments would-
: face the same threat. While there is historical evidence such a

threat would not be carried out, default is not a viable optioni .

at this time.

j .titiention: There are presently two law suits over STNP involving
! some or all of the partners. All four partners are suing Brown
'

and Root for " poor performance." Brown and Root has countersued
charging BL&P with gross mismanagement and incompetence. There is,

a good chance that Brown and Root can make a good enough case to'

at least in part defeat the suit.

7
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Austin filed suit against EL&P in January 1983. Austin alleged
that HL&P misrepresented Brown and Root's capabilities when HL&P,

originally proposed that Austin join the STNP partnership. The;

suit also alleges that HL&P mismanaged the project over the last
eight years. (See Attachment 9, exhibits omitted.)
Austin seeks a reformation of the contract requiring HL&P to
refund Austin's investment to date (more than 8400 million) andassume Austin's 164 payments.

9

Austin has an excellent suit. The record of Brown and Root's
performance is riddled with incompetence. ELEP's management to
date is equally flawed.

Obviously, Austin would prefer recovering its investment,4

as the
law suit seeks to achieve. A successful cancellation campaign,

#

might foreclose that option since EL&P would probably ask for a
.

'

no-litigation pledge as part of a cancellation agreement among
the partners.

But the suit, as with any litigation, is not a sure win. The-

greatest weakness is that Austin participated continuously on the ,

management commitee for STNP. While there is evidence that EL&P,

withheld significant information from the management committee,;

there was publicly available information which should have put;

Austin on notice that the project was in trouble. The NRC Order
to Show Cause in April 1980 and the ERC licensing hearing record
developed since May 1981 documented the problems extensively andpublicly.-Despite these indicators, Austin took no action to

i change management until Austin belatedly requested a share in the
project management in 1982. (BL&P refused the request.)4

_.

The litigation could easily take years. Austin would have to
continue its 85 to 86 million per month payments and litigation
fees (already well over $1 million). Austin could pursue the
litigation to an ultimate resolution and come up empty handed.

~ Should Austin be successful, San Antonio and Central Power andi

Light would stand an excellent chance of winning a similar suit.
To date, neither San Antonio nor CP&L has joined in the Austin:

j litigation.
t

i If all the partners sua and win, BL&P may become insolvent or
seek reorganization protection. (In fact, if the Austin law suit,

actually reached the trial stage, ELEP would probably file for
reorganization before trial rather than risk . losing.) The --

partners would receive either nothing or pennies on the dollar.
In addition, the people of Houston would experience a painful and
chaotic crisis in a situation where they had no effective control,

i over BL&P in the first place.

t

|
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|
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sail he: Austin has done everything possible to sell its share of
,

STNP since Austin voters authorized selling in November 1981.
_

Despite highly qualified assistance by consultants, a very
attractive sales offer (including easy terms), and approaches to'

,

'

21 utilities, these efforts have failed. While sales approaches
did not begin until September 1982, after Bechtel gave their new
cost estimate, the lack of any positive response is already ;'

'clear.

There are no buyers because there is no confidence in STNP,
nuclear power plants, or Bechtel cost estimates. Even if Austin

.

sold its share, the Participation Agreement requires Austin to be
responsible for the performance of any buyer unless the partners'

free Austin of that obligation - an unlikely occurence. Austin
!.

'

would still f ace the prospect of the buyer def aulting, forcing
Austin back into the project. Assuming Austin had committed
itself to other energy strategies in the meantime, Austin would
face the prospect of a huge unforseen obligation for which there,

'

would be no energy or economic justification. Any other partner
faces the same selling situation.

There is also the immorality of selling a poorly built,'

I defective, and, therefore, dangerous plant.to some other city or

; private utility.

I Finally, it is generally agreed that ELEP is the only possible
bcyar. But ELEP just f aced a hostile Public Utility Commission'

which threatened not to let BL&P recover its share of the current
estimated cost of the project. While the NRC has never denied an
operating license to a reactor, it is conceivable that even the
NRC will find EL&P's performance intolerable. EL&P also knows
that if EL&P buys out Austin, San Antonio will aiso want at least
half of San Antonio's share to be purchased.In such a climate of
uncertainty, EL&P has no interest in increasing its potential!

liability for STNP and rejected any further discussions of<

| purchase in a terse letter to Austin in December 1982.

It is possible that an aggressive cancellation campaign by the
City of Austin would be perceived as so threatening that EL&P

,

| would want to buy Austin out, but the reality seems to be that
~

j BL&P cannot afford to do so and, f aced with a highly uncertain
j regulatory climate, has significant incentives not to do so.

EL&P's recent propaganda barrage about STNP being "back on track"
and " turned around" is merely BL&P8s effort to convince avsryone ,,

to forget the history of the last ten years at STNP and of the
nuclear industry in general. EL&P is also anxious to prevent the

i growing consensus for cancellation.

At the same time, EL&P really has more incentives to cancel STNP
than any partner. The project is an albatross around EL&P's neck.

!
I

,
.

! |
'
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c ne.11ation: The horah roality is that over the past two
1

decades, nuclear power plants have proven themselves to bei unreliable,
dangerous, and astronomically expensive. A clear'

indicator of nuclear plant viability as an energy option is the
At the time of the Three Mile Island accident, response of utilities to the recent history of this product.

.

applications pending for nuclear plant construction licenses. Onethere were 20

certain Congressional representatives, not a utility project.of these was the Clinch River Breeder Reactor, a pet project of
;

!
the other 19 applications, all 19 have been cancelled, Ofi

EL&P's Allens Creek project. including
Allens Creek was originally to be a

stages of planning and then cancelled the second unit in 1982 fortwo reactor plant. HL&P cancelled one of the units in the early
,

-

a total loss of $388 million, before a construction permit was'

even granted. (See also Attachment 10)i

on. Particularly instructive hp1 nts at a loss of 85.4*1
Company's (VEPCO) cancellation of N th Anna No.'3

' # #'# #*"*#,

million spent. VEPCO has two comPlet* with 8540 |i M; one of the most vigorous su ear units and has been !
North Anna No. 3, VEPCO conc 7udedters of the nuclear industry. On :,

itself out of the market." (See Attachment 11 I s iced {
.

Af ter ten years of bad news about nuclear power and STNP, we face
,

'

another forty years of equally bad or worse news, if STNP is
,

completed,

period, the investment will be at risk and demands for furtherlicensed, and goes into operation. Throughout that
i
'

repairs will likely drain more money. If STNP is switched on, the
'

people of Bay City and surrounding areas will live at risk everyj day STNP operates. .

The bottom line of this analysis is that STNP is a h,igh 1131
;

j- invenemone g a a.rmeefw.
to finish STNP threatensproduct. The economic exposure requiredi

; a ruinous loss to the entirepartnership. With readily available alternative strategies which1

are safe, economical, reliable, and environmentally sensible,i

there is no reason to pursue the illusory promise of STNP anyfurther. i,

:.-
, .
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The South Texas cancellation Campaign proposes the followingplatform be adopted:
1 1. Support for cancellation of STNP.

2. Support for creation of a Recovery and Conversion Task
Force to analyze all methods for recouping the investment to
date through alternative uses of materials already purchased
or contracted for in an unavoidable contract; liquidation of
materials for which other uses are not found; and
alternative uses for installations which either cannot be
dismantled or for which alternative use is more economical

,

than dismantling and liquidation. f

3. Pursuit of the partners' law suit against Brown and Root.i

4. A vigorous and sustained effort to convince the other
4

s

partners and their constituencies that,

; best option. cancellation is the
i

5. Aggressive pursuit of alternative strategies of energy
conservation, energy efficiency, and renewable technologies..

'

(Attachment 12 is only one of the many opportunities
available for changing how we go about meeting our energyneeds.);

STCC is aware that the decision to push for cancellation is
difficult in light of the losses likely to be incurred. The basic

'

premise of this briefing paper, however, is that' making that.

tough decision now will take the partners off a path leading only
to greater hardship and reorient the partners towards a strategypromising long term benefits for their communities.,

STCC is also aware that there will be difficulties convincing the
partners to cancel the project. While the people of Austin are
far more educated on the issue, having participated in numerous
STNP-related elections, there is still a job to do in conveying

,

the cancellation message to the public. San Antonio is deeply.

divided on the issue and there is not yet a majority of the City
Council prepared to end San Antonio's involvement. To date, the
people of Corpus Christi do not seem to have engaged themselves
to any great extent in the STNP debate. Nor has the' Board of

2

Directors of CP&L shown itself to be very responsive to publici

opinion.

.. -

The Bouston City Council is increasingly hostile to EL&P and may
.

well sue the Public Utility Commission for allowing EL&P to
recover $200 million of the Allens Creek loss from the ratepayers a

rather than the stockholders. Shareholders are unhappy with that
the PUC put $166 million of the Allens Creek loss on the"
stockholders. Najor community groups in Houston opposecontinuation of STNP. Given the economic, regulatory, and
policial climate for STNP, the BL&P Board of Directors have everyincentive to cancel STNP.

.

11
>a
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The ability of the South Texas cancellation campaign to achieve
cancellation is directly related to the amount of money and other

,

resources available to the cancellation camof one week's worth of STNP (46.25 million) paign. With a budget
,

;

the partners and their constituencies to cancel STNP, spent on convincing

the longer cancellation will take. With a budget of $100,000, tion would be achieved within weeks. The less we have to spend,
cancella-

believe cancellation could easily be achieved within six months.
. we i

j

The longer cancellation takes, the greater the economic loss all
the partners will suffer. STCC proposed cancellation on December :

8,1982. Since then the partnership as a whole has spent at least |

46.25 million each week.,

!

The crossroads is before us. The choice is ours.
,

;
i

i

5

!

i

i

!

,

.

4

|

\ *

:

;

.

i

'
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f
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The performance of RER in carrying out the consduction of.the South Texas
.

.

.

project has been, and continues to ha, m acceptable. The fact that saw
i

. .'

BER site management has been in place for approximately three unnths with -

"little change in authod of operation or improvements in p - -

serious questions about R&R4 intent and ability to satisfactorily con-erformance, raise,s -
,

." ,

struct the South. Texas project. It is of particular concern since the umst
. .. difficult phases ~of the Dark-are yet to came. . If there is not teendiate

-

. evidence shone: ef significant improvement in tha amegament. control and? - 5 ' '? :*.
* -

- executin'n of'the work,'hL&P will have no choice but to consider other
" ' '

.

altamatives for the completion of construction of-the project.4
'

.

.

:.. . .

The major areas requiring your ismediate attentian and action are out1(and
, .

.. ..

halou. | . ..
- -

<
.

. . '
.

'

.
.

1. Menaeument and * M sion
... .

' ,
,''_

. .
-.. ,

.

. The South Texas project-ir.gne of the largest and probably the most
,

*

" r M project 38R has. "Accordingl3: hL&P expects the best talent
- -

.- . *

in the B&R organization to be assigned to STP.
-

We don't halieve that *

to ha the case today. -- *
. '-- - . . -

-

:.
.

. .
' -

The M-79 Force Esport shows approximately 35o managers, superinton *
-

. . .

dents, general formen and foremen assigned to construction. ...
ThisW of s .visory personnelcshould be more than adequate for this

phase of the work if they are sufficiently qualified, properly . ' , . -
.. . ,

assigned and effectively. instructed. clearly, these criteria are not .

, heing not because construction supervision has been and still is lande -

*

.. .,.

quata. It .is obvious that: :,.<-
*. . . . . -.. .

..
.

- 38R has not assigned their best and.most experienced people.to the .. . .. .z ,.
, *

job., . .1
.:

. .. .-. - - - '''
.

. .

s - Several people were assigned or promoted to responsikf11 ties bayend..their level of experience, .
.

.

* ,
,

- Many people have been exposed.to .or.t.sart.of.inada,=te. performance --
,

. ,.

so ,lang that. it is now the norm; and .,.. . ,-
. .,., .

- Detailed planning and clear iristructions (with performance sensere-
,

'

sents) are inadequqte or non-existent. - -

-- -. .
'

You are hereby directed to take immediate steps to have the most quali-
.

! *

find construction personnel assigned to STP or to demonstrate that it
is already the case. "You are to evaluate each individual in a position

*
'

. of canw.i. ion supervision to ensure that he is adequately qualified.

and to take steps to replace arty individual who is unable to recognize.
.. , ,, . . -

*- - .' .e
* ,,t

. . ~
. #. . .

, ,.- *. . . . -

----- _ _ _ . -.A__ _.- - -- ___... ~ ,. _.__.--r--, ---,_.,._,-wm--n-----,-_..~w,---,-_ y-y,,---- - _ --
_

-
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.

.. - ..
.

,

and produce top performance.
,

* ,

Finally, you are- -

to implement detailed planning and scheduling .to take immediate steps
all levels of supervision and then measure pr,formance against estabclear instructions to4 *

lished standards (primarily cost and schedu e).: '
, - -

# . ,-%

-'Please advise ne'of the results and/or status of the above by'8 22 79
.

' .. . ..

2. 'Plannino. Schedulino and C . n is
- -' . . .. , , . . - .

. .. ... . ... .. . --
* '

' . .The involvement.of key personnel in the baseline . Tim e is' re ,42nds -
.

~ . , . . .
. .. . ..

e
. ..

homev r, the. absence of an effective. intaria system for p?anning.

. scheduling..and contro1 is unacceptable.

. logic networks even for the next 1-3 months which can he used tthe work, communicate to all involved dat is to be done or to me
'

For esemple, there are a.s '- -
-

'

perfomance. o plan *

productivity at a formann or even a general f..-n's level. -There is no meaningful or accurate means of man h ,sii-
-

asure
,

.. . . .,
.

.

The intent to develop s.uch a control system is
.

..- -

'. all that appears to have taken place is discussion.= . - but to date
...- ..

; *

. system will consist of den, developed.so schedsle for the development of thesystem or details'of what the,(; There is still'
.

.
,

. .. . .

The w..
,-.* . .. ..

.

rgent need fbe planning, controls and .ect..
nce measurement is

..
.

.
, .

t . ,

presented to the Management Comrittee on 8-8-79 which clearly dumm-apparent both from activities in the field and from the progress curves
f ,;

-

!

strates that work.has already fallen behind the ba(
.

This is extremely disturbing for thp following r==seline schedule.
-

a== = , ,

- The.baseliae schedule is,on U 1-2 months old; and
-. ,..

'

- The work was rescheduled by 84R based on known conditioits (at least
. >

;for the immediate work) and his*.orical perfomance data.
,

.

'.-
. ,. . . .* .-

the first 1-2 months, it is novious that the S&R performance onsitIf the schedule can't be met under the above conditions even during
.,

. ..
.

is getting worse instead of better.. . . .

e *
*

. . . - ,.
.

. . ,..
.

- '

You are hereby directed.to provide by 8-22
. , , . .. , . , .. ,- . . .

75: -. .. .
.. . . - *

- A detailed'wrtp description.of the proposed controls system-
,.--- , , . , , , _ , . .,.

* ,, .' .

- A schedule for the devel,opment and toplementa, tion of this controls
'

system; and ,

. .

.

- A schedule for the dehlopment of detailed logic networks (asopposed to man and quantity loaded har charts) for the next 3-6
,

, ,

, ,

{ and 12 months and for the remainder of the job.
-

|
.

,. ..

. . ,

. '~ .,. .
, . .. .

. . .
.- . %., . -

f.'
, .. . . ,

..
. .

.

,
.

.

~ .
_ y - ' " " ~ #'

.

_ _ - ~ - - - - - - - ~ ~- ~~
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*
. .

' .

. .
-

Finally, you are to provide the information outlined in ny
.

,'
-

asmo on Weekly Co.W.no.Gon Scheduling Heating and be prepared to
'

bold the first meeting on 8-20-79.. *. . -
. -.

i J 3.. Craft Pr*-tivity
.

. - -
..* .

*
. - - -. .

- .

. The productivity of the crafts as * measured by manhours expended per.
:-

.

. unit of work 3in31acs is considered unacce
'

. .of, work.' Many of.the reasons. are obvious.ptably low for most types.- .

-

. . --
' .

' ..
.*

*.ANgh pfercierttage of No won firN ca.n regularly in seen..
. ." -

j :.. ... . .. -

t .* .'. .

. . . . " around.. standing around or talking.in groups. Either there art too ,.

'

walking'
'- -

many craftsman, not enough planning or inadequate supervision.
.

' '

. .

Work crews do not appear to be consistent in size or well plannea.|
.*

4 HLap fully suppor*s eqdal employment opportunities for women but -
-

." -

also fully expects thee to i .T... in the job for W ich they are
,

**
1

-

employed.
It is not expected that they be put on the payroll simplyi to fill quotas.

* -
-

-

It is.sb .. 1.ish,some type of dress code 1y suggested.thst the ability to estab-{ j,, . .

be investigated.
,

~
4.,

- Manual methods are used share power tooli or equipment would be much1
,. ..

acre officient... .

.. . w.
! ' -

' .- Alt 6.wh some improvement has been noted, work is still slow *in
. . . . . . . . . .._

!
. .

|
--" ' . .

entirely too many early. quits.at the and of the shifts.getting started at the beginning of a shift and there are still!
. *,

* - .
-

;.,
. . . . . ,. . g .j- "

It is w.4. 4 sd that difMeulty is being encountered in getting enough
- - ,

. .- ,

'of certain crafts to fully staff the day shift.. Iti is obvious that if
.

-
;

-

* he crafts currently on days ' ere fully productive, in most cases 'they
t j

.

~ w
would be-more than ample.

- --
-

Pc n.."' '

ffectiveness of and need for a sec. even if that was not the case,, the .'-
e

ond shift of the present size should
-. . . L..sr. utilized on the day shifthe carefully evaluated to determine if those craftsmen would not be

,

*

.. -
-., --

_

-

* tion described above.You are4 ..b instructed to take ismediata steps to correct the situa-
.

, , .
. .
--

.. . Specifically it is expected that:, .
-

*
.

. - Detailed planning and scheduling wil1 be implemented including issu-
. . .,, .. . -

.
..

ance for review;. . -,. :-
' - -

-
.

- Performance monitoring will be institutad at all levels (scheduled ,

, .
.

versus actual progress., unit ratas at meaningful and specific levels)
-..

and the results will be issued to and reviewed by all levels of super-
,

Mm;.
'

.
.

- Supervision (superintendents as well as' foremen and general foremen)
.

will spend as near full time as possible out in the field, visibly -

and physically, directing the craftsmen;
. . -

-
..

* - ., < .
. , .., * " ,

-. .* .* *
.,

I ..
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I
; SDd2T NO. 4540

MICAT!!Bt (F IEluSTON L!sfTING PISLIC UTILITY C!p983310N
- AND POWDt CD9 ANT FOR A AATE

INCittASE F TEXAS

| MM mm
5

.

la public meettag at its offices in Austin, Texas, time Public utility Commission of '

Tomas finds that after statutory notice was provided to the public and to interested
parties, a hearing to the aheve styled cause ses conducted by an esminer who tasaed a

|

Repsrt containing Findimos of Fast en Causlasions of Law, unica fusert is asepted in part
I and andtfied la part, as fellems:
*

|

The application of nousten Lighting and Pomer Cameeny (IL&P) is herehy SANTED fI la part and aantta la part, as set est in the taaminer's assert, as meneed on I

sevember 15,1982, subject to the following modificattens:,

I. Revenue Refsted Modifications .

\.

A. The levested casital of IL&P shall be reduend by 32.8 millica. IE.aP had
accreed this ammust for a Lipid Metal troeder Anacter Project uhich has

since been teruirated. This is sest free casital and should he deducted,

from tevested capital.
.

L The east of e etty shall be reduced by . M 1615.33E. This is a penalty

| 'for peer senegement,'and shall remets la effect until IE,4P's eart rata
i case, and is not sehject to recovery at see future time.

.

C. The following Findings of Fact & Conslosions of La shall he changed, as a
reestt of the aheve modificattens, as fellems:

"

Pgg,J[, - Findine of Fact ne. 6.- should he thenged to reed:
.

4. IE.AP's levested capital is v41and at 33,951,844,000, as shown helen:

(laThousandsofBellars)

Plant la Service 33,982.797
' ''

Assumulated Depreciation
met Plant -

.

Construction Mort In Progress 947,899,

| Presorty Neld Fer Future use 3,130
'

anclear Fuel 80,7 5
Iserting Cash Allemence 44,531

* Itetarials and Supplies 42,257
Prepayments 3.287
Feel Inventary 75,70E
Less

. Deferred Tames 33D,225
Pre 1871 !svestment Tas Credits 8,279
Costamer Desosits 20,695

-

i Property Insursu:e Reserve 8.120'

Other Cost Free Caettal 24.875
Total Invested Capital W ,ys1,544

_ _ _ ___ _ _
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Decket he, a540
Page Z,

'

,

, .

Page SS, Findine of Fact no. 7, should road:
1

7. De este base adjustments recomended by the esaminer, including the
addittenal adjustamat of as tacrease to cost free capital of $2.2 million, {{ uhich reduces invested c ottal by this s ee mount, and used in deriving |

Floding of Fact ha. 5, are reasonale for me reasons stated in this !

: Report.
|

!

Pope 88 - Findine of Fact he. 9..should reed:
!

9. A holance of 34.825 percent est current cost and 85.375 percent net '

4

eriginal sest is ressemele for me purpose of calculattag the adjusted
oelse of IL&P's facested casttal. listag these percostages, the adjusted,

esiae of Id.4P's tevested s wital is $4,938,3B7,000. See aise, attached
revised Eahibits ! and !!.

I

Pope Eg, Findine of Fact es.11. Should read:

!
*

11. Per ressens set out in this Assert,18.38 percent return an commen sentty
capital is reason a le for is.4P. An anment return of $4pg,435,0D0, untch
sonstitutes a 12.83 percent return en IEJP's tesested capital, and a 10.12
percent return en the adfasted velse of IE.aP's tevested cottal, is fate

-

and reemenable. is adespate under efftttent management to aller IE.aP to
seistata its current credit esting and to attract the carital ======y
for the preser discherse of its dettes as a public atility, and is
sufficient to insure confidence to the financial 1stegrity of the esmeeny.

IIeuever, the return en essity set forth above is ressenable g]y, under
streamstances.cf efficient management. Because the evidence la mis case

estelfshes that IE.4P has been tusrudent la its senayamont en many<

escasstens in the rest, such as its handitag of STP, its purchase of coal
'

without first test-burning it, Its unusual handitag of AGF in this
decket, its use of an MIE capacity facter in its studies en AGF uhen IRC
desa shamed a SE casocity factar to he presset , as well as other

'

instaneus unten we suppersed by me enastaar and the rueerd to this
pressetteg, IE.ap should be penettsed by temering its return en common ~
essity by .5 to 16.35. hus, a return of $405,p91,000 la this eschet is
preser and ressenable. his penalty shall remain to effect untti the

; coupesy*s sent este case, and is not subject to being recovered at some
future time..

Page 70, Findine of Feet to. ft, should reed:

24. IE.8P's adjusted test period revenue deficiency is fasad te he $182.5
stilion, rather than the $336 million as stated by the sempany in its

'
rete.ft1 tag scheeles.

. . . . - . . . . . . . . - - . . - - . . - - -_ _ _ . - ___ - - _ - ~ _ _ _ . . - - - . _ _ - _ . .-
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Becket be. 4540
Page 3

Pege 71 - Conclusion of Ias so. 3. should read:*

'

3. IE.aP proved that it is entitled to addittenet amenal revenues of $182.6
,

et11 ten.

|

!!. Mc
|

A. The 31.7 biliten solitag placed en II.aP's share of the South Temas suelear
,

'
Project shall to deleted, se as to avoid any topitcatten met the*

Cemetssten sight he aesreving empenditures for STP to this level. er the.

impittatten that IE.4P need met oventselly prove that all dellars engended
en STP over the years est he proved reasonable to the satisfaction of the
hasten.

*

3. The fellertog Findtags of Fact and Canclustens of Lar shall he changed, as;

a result of the endtficattens set forth directly aheve, as fellems:'

Page Og, Piedine of Feet me. 18 should reed:

The record orteense estabitsmos that IE.aP has stamanaged STP. It is Clear
; that EAP is ressessible for tem delays at STP and for met ressending to

problems at Ifp to a more timely fashten. IE.&P has shamn stamenegament,
met only is its hend1teg of STP, but to its purehene of east withest first
test hurntag it, its enesual head 11ag of ACF, and its see of an 30E

i saascity faster in its studies en Acir udsen IRC data skomed a SEE faster
to be present, med verteus other testaneos unish are ausserted by the
Eneminer's Report and the record herwin.

| Pope 80 Ptedine of Feet es.17 steeld read:

17. Protective asaeures hertog to de with the Court suit hetmeen II.aP and BSA

should be adested.

!!!. Medifications . Rate Desien

A. The retaket proristen for femas ear stuntes Poser Company shall be louered -

to75.

8. The General asuneel's efften shall testitute as tapiry tale the

j relattements teameen the fire rete for ter relative to ties fire rate for*

l LN-8 austeners. This tapiry shall be lietted to the rates eherged only

I to these sustomer slasses, and she11 to.sossettested with toe destet unich
will reem1t from EaP's fittet of a tariff for toterruptible power in

,

conformense with the esaminer's recommendettens.i

| -

| C. Flottags of Fast shem1d be changed, as a result of the endtficattens set

[ forth directly aheve, as fellems:

(
l

'

. - - - - . - - .L.=---_-____ _ _ . - .. - . - . _ . - . - _ - - _ . - . . , - -
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i NM4
Page 70. Findine of Fact so. 77 should reed:

i

j . 27. The record supports a change in TIP's raschet to 755; however, the record
does not support TIP's theory that certain costs should not he allocated

,

la TIF.
4

Page 70 . Findine of Fact so. 29, should reed:4

!

!

25. The record is fasenclusive en efuether Saw rates are discrisHaatory )i *

relative to La5-8 rates. and therefore as feetry should he testituted to i

!
levastlpete the issue sure fully. la the seastime, the rate design !

,

stipulated to in this sage for See and 185-4 steeld he approved. l

N. Addttianaf Lanesame and Findinen of Pact - Rate besten

A. The Esaminer's Resort shall he monded at page 55, to teclude the entire'
'

stipulatten en reta design, as fellems:

i
~

Page 55 - after number 2. ade:

*As to resemus assigummet, the stimulatten provided that:,

4

3. The methodelegy for assignment of rosesse frem the oestemer titsses
-

,

|
prevised by staff witness East Seattsef is eles aggrertate. Each'

rate slass should he assigned resumes to asse it one.helf the soy
;

temord a relative rete of return of.entty share passtkle. assover,
as class should ruseive aere then espresiastely one and eno-half er
less then ene.helf tiens the systes wide percentage leeresse le total
revenue. The only essertien should he the Poblic Utility glass uhtch
should he assigned its sest based resemus.*

8. Findtag of Fast me. N shall he changed to feed:

35. Starr's allocation methodelegy and methodology for assipment of revenue
frem the aestaaer classes is agrepriate to this destet for the ressens
stated in 1sHs Angert."

C. Findtag of Fast es. 38 shall be added, as felleus' ""

34. IE.aP's rate design for the residential class is reemenable.

T. Afft11stad Puoi Casts . tiedification,

i

The esamtser's resessentations shall to audified so that IL&P shall file a
tariff and assesisted easts by assesher 30, last for easts to be set for
the parted April 1, ige 3, through June 30,1983. The formula for IFI feel

f
'

!

.

. 4
. .. , ,. ..
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.

tests set forth in the Esminer's Resort, and as andtfied by the esaminer,
sh411 reesta in effect only until April 1, 1983.

.

71. Treatment of Taxes Associated with s11en's CPese Nuclear Peei ett

For purposes of clarificatten, the Camoissian hereby adeets the,

'

esaminer's treatment of the tan honefits associsted with the $156 st11 ton
of emenditures sisellemed for the Allen's Creek muclear Project (ACIP).
This $146 millten unrecoverable portten of AGP egenditares will be.

! uritten off for tan purposes and will result to tas savines to IE.&P.
*

These sovimps should preserly taure to the homefit of the restpeyer as a
credit ta tas essense. The tas beneff t should he spread over the ten-year
suertisation perted adopted herein for ret m eting purposes. The
esaminer's tan calculetten, unich calls for IL&P to hear the burden of the
3185 afilten disallemence, after tamos, is solicitly approved herein.

,

IT 13 FilmER SEIRED that:

'

1. NLAP shall resort to this cameissten within helve months hefere the
fittag of a rate case in uhtch it latends to include Se.th Tesas nuclear
Project in rete hose.

.

3. IE.8P shall resort to the Causissten withis sia months before
topleantatten of any substantial sheapes associated with the 3TP
project.-

3. II.4P shall pass through to retawayers any amounts the seurts any anord
IE.8P to its lassuit egetast troun and Rest la IE,8P's most rete case
fellewfag such aserd. -.

4 Any amounts asemanad agetast IE.&P in its sourt suit, tecluding emeenses
for the suit it has filed aestaat Brun & Rest, shall not be recovered in
any menner free ILAP reteespers.

5. . IL&P is herer advised that if, la the future, it f acurs abnorest sustomer, -

essages, this Commissten will ytve sorteus seasideretten to ordering
asightering ett1111es to serve esisttog er asu asetamers within IE.&P's
certificated service ares.

*

8. II.4P shall pass threuph to recapoyers, la its annual rete filtsys, all
recovertes associated with the Allen's Crest mueleer Project, tecluding
all mounts for espstement seid, and seats avoided through sogetistion of

*

esistfag teatracts, er other arrangements. These recoveries are to be
used to redues the unamertiseJ belance of appresiastely $1g5 af tllen.
Thus, it is to be made Clear that recoveries from salvage shall laure to

. . . _ _ _ - , . _ _ _ _ . _u______ _ _ _ _ , __ _ _ _ _ _ _ _ _ _ _ ___
. _
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*

the honefit of customers and the belance yet to be amorttaed of 3195
million shall he reduced by any such recoveries. leemover, any recoveries
associated with equipment asesired, contracts made, er any other
arrangements, which can be clearly shoun to be related to the period
January 1,1900 L August ti,1982, shall act he seed to reduce the
unauertised holance of 3195 million. The named of allocation by which
the amounts associated with AGF and STP shall be refunded to each '

!customer class shall be litigated in IL&P's nest rete casa.
4

7. Beginning wie February 1983, tillings, ItaP shall met list individual j
eset of servies items, such as fuel, seperately es sustomer hf11s. |

8. 18.8P shall file a tar 1M, and desaf1s of easts associated with its

aM111sted feel easts, by December 20, legt, for the purpose of setting
*

fuel costs for effiliated interests for the period Aert) 1,1983 through
June 30, 1953. The precedure shall resset itself en a guerterly bests.
The most tar 1M fillag should then he filed en er hefere April 1,1983 for
the guerter hoginning July 1, 1983. as affiliated costs shall be passed
thrusch astamatically te IE.aP ratasepers after April 1,1983.

t

9. ItaP shall file a presseed laterrest41e tartM, as ressmanneed la the
Esasiner's Essert, within ninety (90) days of this Order. General Counsel
shall file an fastry isto the relattenship hotueen the fire rete for Dow

: relative to the fire rate for LOS-4 sustamers. This inestry shall he
limited to the rates changed only to these sustomer classes, and shall be
censolidated vtth the duchet dich v111 result from the filleg of a
presseed taterretthie tartM by ItaP.

10. ILAP shall file a revised tariff in accordance with the Seinien, Fladicts
of Fact, and Conclusions of Las herein seMicient to generate revenues met
greater then these prescribed to this Order. IL&P shall file a sesy of

*
tts revised tariM en all parties of record at the same time that it is
filed with the Caumetssten. Thepartiesshallhaveten(10)daysfremthe
date of such filing to present their writtan objections to the revised
tariff, if any, to the Csemission staff for its review and censideration.
The Commission staff shall have tuenty (2P) days from the date of such -

f111mg of the revised tartff to review it for approval er rejection.1he
tartM shall be desund to be approved and shall became eMeetive upon the
arpiretten of tuenty (20) days after fillag, er scener usen motificatten
by the Caumission Secretary. In he event of rejection, it.aP shall he
astified and a espy sent to the interventog parties herein by the
esaminer, and ItaP shall have fifteen (14) addittenal days to file an
amended tar 1M and the same precedure shall he resented herein. The
revised and approved rates shall be charged by 18.87 for electricity
cansamed after the tariff approval date. This Order is deemed to be final

.

~ .> .. . g
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|

l
'

en the date of rendition. Approval of the tariff, for all porposes, shall,

he deemed to be final en the date of its effectiveness either by operatten
of this Greer er by notification by the enseiner, unichever accors first.'

!f the date of approval of tartff falls within IL&P's morsel catamer
billing sysle, IL&P is aetherized to prerste costamer bfils to charge
costeners for caneamption each day of the senth ender the appropriate
taMff ta effect en that day of the aseth,

|.

11. All settees, regnests, appl %tions, and regnests for Findings of Fact and
Conclesiens of Lar set eueressly rented herois are denied for ment of
aerit.

i
,

<

StaED AT AESTIN, TDA3, en thf a M der of December, 1982.
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14A /The Houston Post /Thurs Mar. 3.1983
;

.

.

.

!ggf, I AN ALARht WsCNT OFF in the control room when*

| the problem occurred and an operator shut the plant.
;

7 C*1 e U r A simir.ar problem occurred on Feb. 22 la one of the
/a es 6 off manually in less than 30 seconds.

sm74

I breakers, but west unnoticed, ametals said.
*

[ "Yes, we made a smstake." said Rachard Eckert, ae e

-V'-' TOM '

I We$ y did not pick up the problem.'We should have.'"
' '''''''''''"''''"'''""*''5"''''"''''*"'''

' Denwood Ross deputy director of the NRC omce ofj -
suelear regulasary research, said the ouds of the auto.o (l. . TOGCtor

,

; '"* "" **"" "*as =years of reactor operation. '*"' * * ""' "",
'

NRC afrh iala said that before the Salem situation.I there was one partiaJ failure of a parlaar plant to shut
| WASHDCIDN (UPD - A double equipment break. domn. Mint secumd at Brown's Ferry Unit 3 la Deca.

down last seek at the Sairm. N.J nuclear plant Ala.. in June 1980 when some of the control rods'

caused the first complete failure of a U.S. carenercsal unaNe to drop fu!)y because the tubes they fan
reaeur to shut down autoenatica!)y. a Nuclear Reguin. I into wer* parusHy fWed with war.
tory Cornminanan omenalsaid Wednesday. '

IAes than 30 seconds after automatic shutdown sys. - ~N ME BEEN MORE than two down fall.o
tems tailed at the plant, an operator shut down the .ams of breakers lilee theer that fausd at Salem at
reactor mammally. the 55, NRC camminananars were @ plaats around the country. But only one break.> ,,

mid. e 9t'at a tisne has faded la the past.
e Die plaats and number of fanns am 23on in Zion,The Salem faeflity is in southern New Jersey. 3

miles south of Wilmington. Det j Ill Unit L two thnes: Zion Unit 2. four times: Rolan.
"This was the first complete failure of the automatic e son Unit 2 in HartovWe. S.C two thess: Oconee in

,

| srTam tshutdou n) system." Roger Mattson. a top om. | Seneca. S.C Unit L four thmes: Oconee Unit 3. three
e ciai a the NRC. .fnee of ouewar r.acer resumana, e time: S&m in New Jwwy Dah L he umn: Sem
| told reporters after the inerung [ Unit 2. two tunes: Peant Beach in Two Creous. Wis

Unit L ane tune: Poest Beach Unit 2. two tunes: Ar.e e

| beme prepared on how simuar prowems at it. SaismTEE COMMIENON A!JO was told that reports a+v j kansas in Russenvme. Art.. Unit L three uses.
,

# Unit 1 plant, operated by the Public Service Doctric & I
j Cas Co. of New Jeney, can be avoeded in the future.

j
.- NRC Chairman Nunasos

Palladinosaid hedess not
j want the piani restarted
a until the ca====naa isj informed of what pro.

be gress is betag made sa.

j solvtag the problem.
Mattson said the attua.

9h- p more surtous if the LST.
tion wouki have been far *

* c
. - / ,L billion watt plaat had t
| - been at full power wheeP

f the faDure securred last
,, , ,

e
* Friday. But the reneser,

whieb was being seated
* after a refuellag was

only operating at 22 per..

* cent of fun power.e

| FAEADmo NRC emcials said that .

at the thne of the mishap..

| ene of the unit's two steam generators was low as
water, and automatic macninery segnaled the plaat to.

; shut down. The resetor shutdowiris accompbehed by
droppmg long, radiation.absorWag rods isso the rene..

* ter ending the nuclear reacdon.
The rods, which are suspended by electric snagnets.*

| are to drop as soon as power is cut to the magnets. But
| . a breaker that was supposed to cut the power jammed

Ove tirnos and a second breaker jammed three thmes..

.

.

_
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AMCmtmr 5 New York Times January 16, 1983
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i !L.L Atom Plant Nearly Ready
. . . . . i

.,,s.4was. ,m
| ButtheDeb. ate Goes Onind On !a.sw. n .r.sw. ,mm.e y _.

.
, . . .

my -

;;; me s,.: m m*; . . . . . - --- *
-

* Thu,s,Skars,haus was,, amu,semud. E was
.

_ . . . ... . .,mm. m.s e,m,, e ,,,m. _: ,m,,,,a. m. _ ,cug ,,,a ,; 2h. - k.smum.m - - pi.e. .~ .;
3"8""8 se upw me admar'8'* ans. eppuntbus freus same lang laimed reu6. . "21's sirvenuty pussun as he es immt.

* i,hg Ils ami.emmi depedmos en in" dessa sour me years, and amusemes that we were saucereder." amid her.
j gered sE. With, the mespissim et a have tahmun part as Prummh=r Wla me hemmet of hard. Itamus.0ppsummes haveamtemusaded mas,he andd. en emmspanywenid have |

'

' suusser to puwwede a etest er tus elas, that delamt me ransomr's spuuman is madeasseraidmuksesdiemuntry.
i. memy.3mmepismaisleyumssammand , anssennhi..mty,amsTheysseemster vann shonhams was summeved, de.3s amms ever hedgut, me auss.aspe. , pinut emmat he ammond wemmet a mams was by a en le pareset a8

severumsameerm hunt.mdhaseatwm amersumsy plan, and amt se sur. as. puer,and amed est wim u m the
,

punbahir mahn the amma's hgs the h130>. $nk Commyhas ruftmed meappeeseast. * !sunrthale semid tom la thetesaustes. The 3husheet Numiser Power aan. ! earty IsfO"s. In 333. !.ame lur. valuableeu.!he peme et to "seene wm he EE.1'temswas emmimvedwasmas was31 E a ;ammhs try esthdrueng les apphansame

* ,.. -
t

.. herrel,and thefumam= was a hechamp. ' aur a *** ==y===" plast e a emeld de.c- . - a..
kdthe if summend oparmine hagas er. Numed is name has M a herset, seen a basser sea. And assr. w as.-

8F " '8'8" *1''83'' t=ut ano s mas amemes mecesat a m. i yemensmysanssammaperumsayumr
tud IJetssag''" Camper. "ha um , three amas as asummu as me aime.-. The pnee et as swung supeSy. The

'

an= m==- me pleurs eissnarywS1 he;
1sn Arab eG auenrge and me 3ressasd' imps amas lihmer. !! the out is pummed

yeg.gyegpiamas,
susuomesa rammed me oms tourse amid.

aims to the utgisy's sumsmaass, as m. g' serumitund cuentrestian duumeapused
, etat shot up when essays, makes tPm empummune af hGliams sur! . posed, ths soumit wG1 he rues tusruanas

'meh=r puuser immt seed. Neur, ein.Grutsumamed by I.Dee a S perummt of kesh Ameastum and recurit hmarum emess eemus ahGouess.humrand
,

sense if the plant is 2:egamutty shut.jy rumm,amourse murt dummles and a
tunidemutatisamtzeemas.; - Zhury4f asur smsury :=W that Ems !Jime asys tims le yumra trous amur,

.. .

Se aur. casemans' tes kuse 'so, seen sequesd 2spesag,amt emmeleemd * the flemus wtR resume
| i nr., g,yamasaansesatthereme. p Oppens are adR muunng .umbeenasmsammy,and Shuuhme

-

gemag onl .!he run er me ""'I km a ;

whe'se''s Nu' miser ''T=*' '
''7 ''8 ** 8'''E 8'T ''' 88''

. .

anus a==m=== a Bamma,W*Camuses.',3
' 3'''' "''''""E *"" 8"'''I 8'8''"

*
i

.emme kaum IJimr's semend assangsi * -E-

| and freus any hussued by time soie Namnetthesweeamampusedubmsme. ,pulum wmrtseeseninsuur.
ec . r;. - timewm be8 pommta yumrandtaasal

etheads.. A,, *8 *
..

,. ,r psegmupwmaansammadIsism... : o .- a puer. 4,asefy, emme, has. '

A smede heemus tr samme womid . If we had kassa that we was tab. . temslemursad aR puteshue team de.'
"

puuhahtydumpaa dumend hran-muest tag aksera S hmte pinut sad aR 83.* alW F.W 9 ?-ty. sus meuntykun propmed macme. seur.savun thus ans yme misms as I.ameammmese m aolusammee.. M
.

m an'
herumma he amused as esse eius way - me ummmmy me panna.: rama gram af ma-amtis,amt mummms I

,smu,hhmm,.,2 t,ansk we mas,k,s ans.ee.hammatuommme-um hemartya perusus op
-

.zuma. - % , , . .

, ,,, 3 , ,gg,g,, me sad W es cuary. omers preesr
,

ThehumIagydnameisWa ., , .

propeni a smeted rema teuremens m ysy.; .Ibsse who hatese en aged as;, lam; Cammeneaud than aeresases X
$mr the plaus, wandt wumid 1seve me .pumme wm to jussead by 1==y.=== ag smuumr. A ammann moremma win pumer

savimp are h=amuner cerebt umseh e smak tho dies ent a B.2 kEllem pinsc he-i

emmpeur wept a marmee daht. Ama passammis a spread 9m me ampass er sammesmummal. ..'.'.
! the Puhes Servtes Caummimeur pisms thepteurseum.;. ef.: . - .

I
.

"!kis a a he 'a temadmur ;an ummed teventsumes smee why one. Psal Tammar, star psumedsat af'to pueblessur lat==id== " med Nera
eruussa enssinsumahandwhMI.B. Aemmes Immsertal Persus. a Westene.'Deudes, aussusve emmelm eer ed ths

semida,emesy
p, said en pomm | Shareham Oppummme Canlinsa. whame jtum,4samed trade grouan's y==== was predas, ai

s

r mecomuneogja =* have tems aghias me plant 1
' .

8"I"" 8" *"888 N '| The Huainer *=g=l===y Caesummie - 3B.yerBAmans as hepneW d zum,
'

1 auye sandadBm % m i ,',, .i i
toaswhuishesBeaumaghamrungs.I. Gas | i But he said sket emises mee is same - DatesSummhedymetPuy .s

j
*

i 1hammgin assumme wm susaam6

| '
hope amt me h===iva wm and by- . ten.samrp taurenseinthmarrumms. gg ,,.s au numet summbam m k
Esare and that a nemme we he ' ' "Inds is sat a umque amansa." he ,,,,, g agg 7,,,,, 3em amams said.

3g.: mareirkser a rims erset.Thugemanad ase merunner.Da assunhag said.pemmeesttemssamrumanoese ,

""8 "'8 "'""' aummanus met a smag a kuve se he,

se ammmmunes escenas, me na==maar
bened a--+-*=r es humangt esmany | *n''at w'w"m"me sam"r seus se m'I 8'."me'.-teensbysomebody."t

e
"*"""""'"""'k'"8"" . Te same emmet. the 2.7 sunnus zums,atmo mesuralwombs amate as reams, i

dans er I.nas's-servess anus ese as. ;
.

umi $ 3 See - th e S W i 88 8 8U -

ready M Beaums thoprW)est hss I
! e'essau"zy.'s pimus nove ham ama,8 8' "I '""

shua a aussk a sor.tsw to.temsfa p ,hnam th,e eremy's Summen. me
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* g,3,,, , c,, .,g e.'
. . | ent=* ever the last deeds. No use.-

A Arsurahladesisten would al>qr an. i pimunhaveksamertmetammelflg. . . ammW sep W henag IJkup chess same.
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'

Survey of Bechtel's Previous Quality Assurance Record
!i

1 =

! The following summary of Bechtel's record is ba sed
on a paper submitted to the NRC by the Government 1

Accountability Projeet of Vashington, D.C.. !
! is available for review upon request. The full report

)
! ' i

! Intolerance of Criticism i
1

The problems of inspector intimidation and poor ;
.

'

oonstruction practicer at STNP came to light because an
inspector, Daniel Sweyse, had the courage to come forwardand reveal these problems.,

,

;
Bechtel frowns upon such revelations at Bechtel ;

' projects. A December 1982 press release by Bechtel said i
,

!.
the fallowing about whistieblowers

|
"It is unfortuna te tha t public confidence in San
Onofre has been briefly shaken by the highlyi

publicized allegations of the disgruntled fired! employee. ... It would seen inescapable tha ti another product of the Kent affair should be;
' increased public skepticism skepticism about

-

the integr1ty and motives of so-called whistle-
blowers and skepticism about the anti-nuclear:
groups thet use both whistieblowers and the media."t

The " Kent affair" refers to E. Earl Kent, a welder with
40 years experience, former Senior Quality Control Engineer
with Bechtel, published welding author, and holder of
numerous welding po tents. After submitting a sworn ,

'

affidav1't regarding welding inadequacies at San Onofre
t to the NRC in' June 1982, Mr. Kent heard nothing further.

In September 1982, he contacted the Orange County Alliance.

to express his concerns. The Alliance held a press
conference forcing the NRC to finally investigste. -

;
- '

Bechtel has a practice of, requiring its nuclear
i -employees to agree, as a condition of employment, to.the ,

following:3

; "I shall not disclose or use, directly or indirectly,' '

at any time, any informstion ae above defined,.unieae such
disclosure or use is in the course of ury employment with,

! Bechtel, or has been authorized in writing by Bechtel. Ii

shall not remove any writings conta4 adaf informa tion from '
i the premises or possession of Bechtel or its clients, unless

I have obtained express authority in writing by Bechtel'
to do so."

If this ' agreement were enforced against any employee
_ whose disclosure could lead to an NRC investiga tion or

proceeding, the reprisal would be fla tly illegal under! the Ato: sic Energy Act. Th1s agreement also fails to
; inform employees about tha t section of the Act which'

providesf eriminal penalties for any construction employeewho by act> s. or omission knowingly or willfully violates,

'
-

or causes to be violated any NRC regulation or license
condition so a s to result in a significant impairment1

; to the reector's .afety.

_

.
.. ~

, e= .* '"** ' * ' *
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Clearly, the Bechtel secrecy agreement serves t o,
. muzzle employees who otherwise might feel morally bound
to come forward with safety concerns about the plant.

! Case Studiss
1 Midland: Under construction by Consumers Power Co.,

Midland is a dise rter. 3echtel ha s been both the architect-engineer and the main construction contractor. The cost
estiaste rose from $1.67 billion to $3 5 billion inBechtel's more than ten years of work to da te.

Quality assurance breakdowns repeatedly occurred at
Midland."A mejor problem is in the welding program. On
December 3, 1982, 1,000 Bechtel workers had been laid off
and most safety related work a t the site stopped because' Bechtel errors were, according to the NRC. "significant
and serious and na ve imp.!tes tions for the rest of the

t

,

plant." Among the specific problems were unidentifiable,

cable size / type; at least 15,000 ba cklogged quality
control records; and unqualified or uncertified welders.

;

The most serious construction fisw is a founda tion
soils quality failure which resulted in cracks in one
major building, instability in a second mejor building. ,

and other safety structures in serious jemperdy of shf.fting
or settling. The problem is e dirent result of Bechtel's
failure to comply with specifica tions.

;Bechtel misled the NRC about the problem ineding to
an NRC recommenda tion for enforcement action for Bechtel's ;

report "in careless disregard for the fa cts. "
iBechts1 also attempted remedial construction without

NRC prior approval. ,

The NRC found Bechtel domina ting Consumers just as
; Brown ~ sad Root darzinated EL&P. The NRC concluded the
t - a ttitude of Bechtel on the Midland site " precludes

quality workmenship." The NRC inspectors found Bechtel ;
'

repeatedly obstructing NRC investigative efforts and - '

even withhsiding inforan,tian from Consumers, their ;
supposed employer.

|Bechtel ha s fouled up the Midland plant so badly ,

tha t Consumers mus t ispl+ ment multiple third party
reviews - e 100% inspection of all safety rela ted t

.
,

100% retraining and recertifica tioncomponents, a,

i program for all quality control and quality a ssurance j
,

personnel, and en audit of all work perform =d on the - '-

soils remedial program. The burden on Consumers caused
by Bechtel is greater then the burden imposed on HL&P
so verify Brown and Root's work.

,

2. Torecur: Loca ted near Bombey, India, Tarapur
nuclear plant ha s experienced leaking fuel elements,
leaking shut-dff valves, leaking pump seals, and

-

and erra tically opera ting relief vo! tse. Radia tion
levels were so high tha t roughly 1,300 workers quickly
rea ched their maximum expo sure levels. Bechtal was J'

builder of Tarspur. A scientist with the AEC predicted .

tha t ' "there wa s likely to be a ma jor nuclear disa ster
Ein the- world a nd tha t his prime candidate for it was Tarapur."

-
. - . - .-?, .- -
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') . Me3: Bechtel designed the nuclear generstor for*

the Trojan plant in Oregon. Two major owners sued Bechtel
for a design flew which caused a nine month shut down.
The Control ButIding's steel frame wa s generally
discontinuous and not mchored te the steel beams and
colusins of sna frama. Bechtel's' main defense we a a
clause in the contreet exempting Bechtel from damages
arising out of design deficiencies. 1

,

l

4. Pelo Verde Two former employees of Bechtel have js

made a sories of allega tions which are under investigation.
-

The allegations include work not done to specifica ti ons ,
falsifica tion of inspsetion recor.1s. hiring of unqualified
Brown and Root quality assurance personnel from STNP
(la ter returned to work on STNP a s Bechtet amployees), and
burial of new or minimally used equipment.

5. sen Onofre: Bechtel was construction munnger. One
reactor vessel was installed 180 degrees from its design
position. Other breekdowns in qua lity a ssuran=e and
construction practices included a lack of design criteria,
inadequate inspection and documenta tion, inadequa te
ins to!.lation of a beam in the nuclear vessel containment
building. and defective welding. ,

,

6. Sum uehens: 'Bechtel was engineer and constructor.
Numerous Bechtel employees have come forward to #2 form,
the NR0 about poor Sechtel construction and quality
assuranca practices.

7. Ze_11sM g. Pilgrim I. Ginna. end De vi s-Be s ee :
Bechtel caused numerous errors and breelsdowns in each

_

of these plants.

|
Be ch e.el is now ma king a ha bi t of moving in on

! troubled plants. The utilities apparently are impressed
| with the nu:aber of plants Bechtel ha s worked on but
i not particularly concerned with the quality of work

a c tually done a t those plants. ,

|

.. ..
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Bechtel tests questioned
Cuspaes hemisass ana.ea separes

cr!!6cisen of the way in which the

S uAessmen for Atlaans' Public NitC staff had infonned BecMel satione confinns that a numter of
tm%( the South facility is being constructed, ac-

Tesas Project. San Antenle's mding to an Associated Press Service an4 llecMet denied some of Ids concerns, but they had not. start-up engineers fem prewusedet the charges hd said they wouM been cormted,hope for futurir nuclear energy, account. and the mosne tests had le hehave le at others before they lleyce, a Eyeareid electrical done over, but said none of thone
e

has been accused of rushing lasts Wallece R. Royce clainsed could in detalt. start-up engineer, saW NRC in. interviewed couM eMe an in-d enotherplant in Phoents. SecMel Pressured hine and Ms N
Verde latervention vestigators substantiated his stance of a deliberately shoddyBechtel Power Cory.. STP's coteagues le complete one test Ptuul, wedch released the doce. coenphants but took no action test.per day, even though some testslured planner,is the Pais snenta at a news conference here, when Bechtel fired hine in apper.It also found training had beenshouM take as long as fourdays. sam N was forw the allega. eat r.anu.sw lacenststent,'' as Royce had

Verde Nuclear 1%wer in Ar.
laena. Royce and the other wester, tiens to the NRC's Iinves. A U.S. Labor Depastened ad'. charged, but said APS had agreedRehett D. Gundersen, seM the

Opponents of thd pleM re- Nuclear llegulatary Canunission ligations section la Wasedapten. sninistrative law judge later er. le do a hetterjobin the. future.
Gaulerson, a Nyearina jour. dered Royce reinsidest BecMel "No items of non<ompilaere orleased affadavits Saturday irons was igportag er dews playing neyenas electrician, sold he be-is appealing the dectslost

deviations were identified'* the -

Iwe en workers who had strong sheddy west at the Phoemis site.
Neved R ponende that regional An NRC report en Royce's alle. report concluded.

.
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By Amory 3. and L. mascar Lovins
,

!

+

9

\

.

O $

1

1

,

1

. . ..

|-

,

i

l
i

t

|

. . - , - . . . . , . ... . . - . . . _ .- . . - . . . .- . _ - - , - - - . - . _ . . ._ -

*
- ., , . . - - . , , - - - . . .



. . _ , _ _ . _ .. . . _ . . - . . - . , , , . . . - , .. , . . . , _,. _. . .

' ~

. .

. .

# 3'.S

ELECTRIC UTILITIES: KEY TO CAPITALIZING THE ENERGY TRANSITION
.

Abstract

The United States is moving with unexpected speed toward a sustainable energ)

system based on highly afficient energy use and appropriate renewable sources. n -

free market, though imperfect, is accomplishing this remarkably well. However, ir -

tutional barriers are causing underinvestment in money-saving energy options. Thi
;

retards the energy transition far below an economically efficient rata, prolonging -

&,

dependance on dwindling fuels.

Each year, electrie utilities snand about the same ametme of money that effi

ciency and renewabis are lackina-some $25 billion-to build giant power stations
-

;

which cannot compete in the energy service market. This Federally supported misal 2

location of capital is bankrupting the utilities and threatening the stability of

the whole financial system. So long as half America's energy invest:nent goes inte

uneconomic power plants, their chaaper rivals v111 be smothered.
.

If, however, utilities invested only in the best energy buys (as several stat -

already mandata), power plants would no longer be built. This "least-cost test"

should be coupled with a progrsa .of utility loans, properly structured on proven

prfnciplee. Such loans would enabis utility custonars to buy any energy option

which costs less than new power plants; give all energy users fair and equal accas
--

to capital; offer an escape ' rom high anergy bills; and rescua utilities fren inse

~

vancy. Indeed, such a program would autenatically transforn the utilities fron ~A

obstacle into a vehicle for financing the transition to sustainability. The benaf

of a secura, affordable, equitable, and envirormentally benign energv systen could

then be achieved before the fessil-fuel bridge to it has beun N ned. A..d e' actric

utilitias' adaptation could help guide ether beleaguered institut: ens t:.c.ect sus. '

tain sb i l ity.

- .
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ELECTKIC UTILITIES: KEY TO CAPITA 1.IZING THE ENER(n' TRANSITION

America has begun the decades-long transition from westeful to efficient energy

use and from depletable to sustainable energy sourcas. Since 1979, the United States

has gotten more than a hundred times as much new energy from savings as from increased
1

,

supply ; W of he he gg the Wst part W m h mMe
i

2sources, now over seven percent of total U.S. energy use . The energy used per unit

of GNP has fallen by a fifth since the Arab oil embargo,.and is still declining by
.

four to five percent per year.
.

By the end of this century, the United States could wring twice as much work

out of its energy, and get at laaet a third of that energy from renewable sources .
'

The nation could thus reduce its energy use by a fourth and its use of nonrenewable

fue.1s by nearly half. This could occur even if GNF amanwhile increased by two-thirds,
and indeed such rapid ====4e growth could hardly be finanead without the several

trilliour 1980 dollars' not savingin fuel and capital costswhich the energy saving,

i - would yield . Conversely, more thoughtful goals than aers indiscriminate swelling
| of GNP would yis1d even greater savings in energy and money.

Price is driving the transition. Conventional oil products now retail at about -

'

forty to fifty dollars per barrel. Inargy saved by more efficient use costs about
,

i

sero to twenty dollars per barrel; well-designed reneusble sources can now deliver

a " barrel" for about five to thirty dollars. The alternatives--such as synthetic

j; fuels at over seveney dollars per retail barrel, and electricity from new coal or

nuclear power plants at about twice that price--are even less competitive than ~

imported oil . Efficiency]andreneuablesaresimplywinningthemarkat'ssweepstakes
for the best buys-the cheapest ways to 'do each desired task.

Yet far greater energy savings are technically feasible and economically worthwhile.,

|

| Available, cost-effective technologies can double the efficiency of industrial motors
! 7 8
| and steel mills , triple that of airliners , quadruple that of household appliances ,9

quintuple that of cars , and improve that of buildings by ten- to a hundredfoldII
.

Just in this decada, seatherizing buildings and starting to replace gas-guzzlers by
|

!

. .. - _ .. .__ _ .. . - . . . . _ . . -. . - - . . _ - - - - - . . - - - - - - - . _ . _ _ .
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efficient cars could more than eliminate all U.S. oil imports-before a power statiot
'

.
.

or synfuel plant ordered now could deliver any energy whatever, and at a tenth the,

'

coat .

In tima, economics would achieve a u this. But time is of the essence. In 198C

alona, oil imports drained nearly $90 binion out of the American economy--equivalent

to the total not assets of General Motors, Ford, General Electric, and IBM. Comuni-

ties across the country send *ha====da of dollars per household per year out of the

local economy to pay for energy Globany, a half-trillion dollars' unconectable.

daht M of it to buy oil--has virtually halted development and threatana

f 4 ===e4 =1 chase. The cliastic risks from coal and the proliferation risks from
~

U==e1==r technology become ever less tractabla. The intertwined social, economie',
I

and enviraa====1 problems of reliance on dvd=d14= fossil fuels are already critical. '
-

Those relatively cheap fuels which America stiu enjoys (and the relatively cheap

anney unde from them) can form a bridge to a sustainable energy future. But as -

| those fuels are burned, and the anney spent on ways to burn "them even faster, the
|

| transittaa is ands more difficult. -

% = -- 7 4. - - 4.. en eh4*t touards efficiaa - =ad renovables. In 1980,

17
Americans invested nearly $9 billion in efficiency and $6 bin ion in renewables

,

.

This $15 billion total uma about a fifth of g snargy investments. But serious in .~

,

iperfactions are preventing the market from quickly reallocating capital to acknowleds

best buys

e Information. Most people do not know what opportunitias are available or ~~

ubers to find them.. ,
.

e Solit incentives. Why shonid a landlord stuff up the cracks around the

| windows if the tenants pay for the heat? Why should the tenants.fix up

someone else's buildingt Why should a builder make a house cost more to

reduce the buyers' long-term running costs?*

e Local policies. Obsolete building and zoning codes, landing regulations,

utility practiess, and many other laws and habits lef t over from the
.

--_m,-- -- ,_ _
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cheap-oil era are artificiaRy inhihiting choice and restricting competition.
o Federk1 Dolicies. Federal prica and tax rules distort price signals: biased

4

subsidies favor nonreasunble energy sources by about ten to one 18
,

e , Lack of access to capital. The opportunities for efficiency and reneuebles
.

are dispersed in hundreds of =4114a== of,bn41d4=-s vehicles, and machines.

M6s~t"of their proprietors pay top interest rates; many are fighting for theiri

. economic lives; some are redlin=d. There is.no - h==4 = to get energy invest-i

; ment capital stuickly enough into the =4114 e of hands that can spend it best.-

This last barrier is arguahl' y the- anst entrenched and important:
'

capital is an

absolute prerequisite for fixtag up or replacing obsolete equipment. But today's
energy f4 - 4=: ==eh4

i -

M is attuned to energy aa=r==4==. not to their customers.
; Et d4 , __ donars by the billions, not by the *h===ada or hundreds: anjor finan-

ciara say a =4114a= donars is hardly worth the paperwork. Institutional reuords,

psychological patterns and Federal po14e4== au tend to centralise and ration capital.

i amey from d4---- :f investments, however meritorious.

j For these reasons 1980 investments in least-cost energy *Ptions were about

<seven tians amener than would have been. cost-effectiveD and less than half of.

the average rate (about $40 billion per year 0) needed over the next twenty years

to start making the U.g. energy system sustainable. Our nation is falling about
$25 biniou per year short of securing its energy future.

|
3reaking down the barriers M eciany providing consumers with equitable accessi

to capital--will provide the markat momentun to meet America's energy chauenge
. .|

, .

This.

essay smalyses a usy to do this by correcting the dangerous aisanocation of capital|

. to and by electric utility companies--simultaneously turning them from obstacles into|

vehicles of the energy transition.
-

"

t

|

| Electric utilities and the sisallocation of capital-

|.
While efficiency a id renewables suffer from too little capital. electric utili-

1

1 '

'

ties (here caned "utf11 ties" for short21) suffer from too much, in about
1

! the sameI

Virtually r.11 of the $25 billion-odd per year chec utilities are currently
amount.
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sy=d4= to build huge powar stations and their supporting facilities is wastad-a

seriesofsklestonesinsblindalley. That overinvestment threatens their own

survual and that of the whole f 4-~4=1 system.

Utilities are the largest single sector of the U.S. ecosomy, with not assets

of about $250 b4114= They tamus half of all new industrial common stock and.

23
undertaka a third of all corporata f4 - -4= In 19E,they received more than $6

billion in direct yederal subsidias ; sold stocks and bonds for over $18 billion;
.

and acm-ilme=d more than $12 billion incarnally. They spent the proceeds, nearly

$37 billion, on construction 25: half of all U.S. amargy investment, or nearly a
26

fifth of the total investment by all American industry' ,

Utilities baza a third of all fuel fed into the U.S. energy system-more than-

any other sector. Two-thirds of that 4===e- or nearly four-fifths as mach enerEy

i as the entire industrial sector uses , is lost in utilities' conversion and dis-

. tribution. Official projections show two-thirds, perhaps five-sixths, of all the

growth in American seerEy usa to the year 2000 going to warm water and coeling-
8

tower plumns d4^W by new power plants--lost before it ever gets to consumers'
.

Giant power plants arn.H-4= costliar far faster than general inflation .

They rely on depletable fuels. They taka.about ten years to build, and pay back

in decades if ever. Efficiency and rensuchles, in contrast, are generally becoming

cheaper,: typically taka days or weeks to install, and repay their investment in a
0

fac years Most afficiency improvements are only about as capital-intensive as.

the old oil, gas, and coal systems on which the U.S. economy was built, and most
31

well-designed renewables are only modestly more sc In contrast, modern elec-
,

32
tric power systems are about a hundred timme that capital-intensiva --wore so than

1 .any other sector. Power stations indeed draw so much capital away from the restl

of the economy that each big plant. built loses the country, directly and indirectly,

about four thousand not jobs , whereas efficiency and renewables greatly incrassa

and disperse sustainable employment.
,

I

l Nonetheless . central power plants now under construction are tying up well over

.

L- _ m = =_ _= _ .__ . ._ _
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350 bin ion, increasing the utilities' debt (over $140 binion) and interest payments

(about $13 billion in 1980). The drain of money from ratepayers (currently some $125
billion per year), from individual utilities 35 , and from the national economy forecloses
alternatives. Plants intended to save a little oil and gas tomorrow are helping

to create a shortage of capital todsv. Such massive expenditures _ slow down oil dis-

placement by starving other asesures, such as. fixing up buildings and cars, that would
!

37save more oil faster and cheaper -

Yet utilities say they must achieve a 1970s-style " healthy" increase of at least

three percent -ily in electrical demand, by spending $35 billion per year through
381990 and about $1 tr4m- in total by 2000 Is that reany the key to greater.

prosperity, or a hemorrhage of economic lifeblood ausy free sustainable energy invest-
ments? -

.

"The svar:tous of insolvency

The capital marmerplace is concluding, as utility expert Irvin C. Bupp puts it
.

that "The business of generating electricity has ceased to be a commercially viable

enterprise." Cost v z M utilities have already cut their forecast growth in half.

In the y,- eatest collapse of any estarprise in industrial history, over half the new
.

40power plants planned for the 1980s were delsyed or cancelled ,in one year and since
|

,

1975, nuclear cancellations have outstripped orders by more than six to one Yet,.

rejecting van Street's verdict. many utilities have continued to overspend themselves

1 into insolvency, typicany borrowing short-ters to pay dividends. Sixteen big utilities
,,

'now have under four cents' cash reserves per donar of short-cara debt ; many have

a decade's net incoes, and up to centuries' retained earnings, tied up in some huge

construction project that any never be finished.

.The financial rot began in the 1970s, when utility common stock fell to a fif th,

of its inflation-corrected 1965 value'3 (less than current book value"), bond ratings

plumneted from AA toward BBB+ . not income became half fictitious , return on equity

fell by nearly six percent (not counting the loss from faster inflation) , and yet

| .onst_t1on p.nm.r.s rose .sght u.es as fast as cash .arnin,sa. m nta1n1n,
.
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residual investor confidence now requires dividends consuming Tour-fif ths of not,

earnings--dividends sometimes paid, for example, by floating unsecured Eurodollar .

notes, at upwards of eighteen percent annual interest, in the Dutch Antilles.

; Mounting concern that one or more major utilities any soon go visibly belly-up

is highlighting their threat to the national economy. Utility paper is built into
'

the very foundations of America's highly leveraged financial pyramid-insursace com- '

panies, banks, pension funds, mutual funds. Some analysts say privstely that a
.

collapce in the perceived value of that paper any crash the entire financial systen.

At least one regional Federal Baserve office is already wondering how to rescua local
,,

banks, =nh==7ed in dubious utilis, investments.

To understand how modest institutional changes, alrah proven practical, could ,

prevent such disaster to the country, the utilities, and their customers, we must now4

probe beneath the surfaca.of the utilities' f4a=ne4=1 prad4e===ne.
{|

The roots of insolvency

|

Utilities are regulated franchise aqrnopolias The law obliges the to mest.

electric demand, and entitles their investors to a " fair" rate of return. But that i
,

*
>

i
return mast come from voluntary purchases of electricity, subject only to economic laws.

. .
.

There is no demand for electricity per se: rav kilowatt-hours are not a useful

e=-adity, but only one of many means to an end. The real demand is for the servicesi

r

energy provides: comfort, light, mobility, ability to run an arc-welder or sewing-
. i

machina. Many options esapete to provide energy services: electricity, higher energy
I

productivity, directly used fuels, and renewable sources. In an increasingly free '~

market, people can be expected to choose the amount, type, and source of energy that "

will provide each desired. service at least cost.
4

This any, however, mean buying less electricity, for it is a high-quality, extremo- {
'

ly expensive form of energy: in beat terms, about $100 per " barrel" today (triple the
51 1| 1,orld oil price) and nearer $150 per " barrel" incrementally Such costly energy may

3
.

be worthwhile for such premium uses as lights, motors, smelters, subways, and appli-.

1

ancas --eight percent of America's delivered energy needs. But it is fundamentally
J

uneconomic for the other ninety-two percent-providing hast and running non-rail vehicles.

. - . _ _ . - - _ _ - - . - - -- -
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. Though only eight percent of delivered U.S. energy needs can economically justify1

:
,

electricity, thirteen percent receive energy in this f arm (and sixteen percent would if

an power plants could sen their output). The difference, five-thirteenths of allj

electricity seld, is spining over into uneconomic uses: space-conditioning and water-
,

additional plants
could oniv be so used-as if someone who cuts butterheating. Electricity from a

,

with a chainsaw were to buy a second chainsaw rather than a butterknif e.
.

Because the premium markets for electricity are fined up twice over, debating
i

which new power station to build is like shopping for the best buy in brandy to burn

in your car or for Chippendales to burn in your stove. Regardless of what kind of

new power station yields the cheapest electricity, no, kind can nearly compete with the

real competitors-the cheapest ways to provide the same energy services, such as

comfort . Those real competitors include vaatherscripping, insulation, greenhouses,5

heat exchangers, and window-shading and -insulating devices. Inten igently bought,

Since this is less thanthey typicany cost a few tenths of a cent per kilowatt-hour.
thethe running costs alone (one to two cents) for even a new nuclear power plant,

country can save money by buying efficiency and writint off navly built power plants .

Power plants, old and new, must-but cannot--compete with an immense array of
-

'

not lighting empty offiens at headache level; replacing electric heating andoptions:

|
.

cooling with good architectura; nov light-bulbs that cut power needs fivefold and'

life-cycle costs fourfold 55; industrial motor improvements that could displace every
less electricity ";U.S. reactor ; refrigerators that use sixty to ninety-five percent ,

j
I

! industrial cogeneration (a bigger and cheaper source than all today's' oil, gas, and
-

i

[
nuclear plants 58); sean hydro and vindpower (more such capacity has been ordered since!

60
1979 than coal or nuclear plants or both59); and many more , soon to be joined by

'

|
'

:

competitive solar cens No wondar, in saast-cost enerly strategy," it is s'eldom61i
.'

62i

worthwhile finishing building power plants now under construction!'

|

If for the next two decades we had rapid economic growth and bought the cheapest
|' enurgy options, utilities would sell not ninety percent more electricity as they plan,

but twenty-five percent less The U.S. could thus com=ission no new power plants
.

__

aber 1855._ snd by 2000 could retire all old, oil- or gas-fired, asd nuclear plants, and
- - - - . - - -_ ___ . , _ . - - ~ ' - - - ~ , _ _ _ _ __.
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yet could ,still have a national surplus of generating capacity .

!
65, are pia for just theMost utilities, for a variety of spurious reasons

opposite. During 1974-79, private utilities' forecasts of peak d - d one voar ahead
American utilities thus haveoverstated actual growth by one hundred sixty percent.

one-third more generating capacity than peak demand (roughly twice the prudent "re-
* 66 Yet theirserve margin")--expected to rise to nearly one-half through the 1990s

advertisements say they must build far more: the stark choica is rate hikas or black-
67

Those rate hikes "needed" to finance new and past construction, however, would
outs.

make the plants even more patently unnecessary by making ='*4ey even 3 mss compet23re.,

Individual utilities show this in their own overbuilding. By the time a new
*

I. The
plant is finished, highar ratas meanwhile will have led people to economise

utility ==111mg less electricity than expected, will have too little revenue to pay
This will further dampen demand.for the plant, requiring still higher prices.

.

1andiny further into the " spiral of impossibility" I.*

Mad ==117. at average 1978 prices, at least forry-three percent of all elec-
<

0 .Today
tricity sold in the U.S. uns uncompetitive with efficiency improvements

that figure is probably above eighty percent ; at the higher prices utilities want,

Indeed if long-run electric demand is as sensitive to price as manyhigher still.

, higher prices may actually reduce utilities' revenues byanalysts now suspect

dampening demand more than price rises. If this happened, new construction would
,

both require more revenue and produce less-a recipe for bankruptcy.
'

Many utiliti,es nonetheless continue to liquidate themselver to build more
..

plants that they don't need and can't afford, playing "You get Your Cocpany" that

their customers will not switch to better buys. Utilities' proposed solution to
6

I insolvency-higher rates-is, however. like tryin5 to beil out Chrysler by taising'

That doesn't help Chrysler to ce .pete with tatsun, or
its sticker prices .

e:actricity to ecupate with *.eestherstripping. .

-. . .. ..
~ - :--- - + - - , - - - . . . _ _ _ _ _ - _ _ _ - _ _ _ _ _
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The Federal government's solution-greatly increased subsidies e utilities which, ;
,

f-enhances cashflowin 1980, already paid only a sixtieth of the statutory tax rate
}

cad investment in.the short run , but makas the utilities crash harder a few years
I

later, by further inflating construction beyond their ability to amortize it from revenues.

Indeed, past subsidies have led utilities down the path to ruin by making new elec- |

tricity look only about half as expensive as it really was I. Consumers, not knowing

what it really cost, could not haov how much was enough, so they grossly underinvested'

in electrical productivity. This artificially puffed-up demand led utilities to build

come $100 billion worth of unnecessary, uncompetitive thermal power places --which,

crer the next few decades, they will somehow have to write off80,
'

Utilities' survival requires desubsidization, stable (if not dae14a4ag) prices.
'

and investments that.need far fewer dollars and y thee back far faster than power
.i

!
plants. Efficiency and reneusbles can meet these requirements and deliver needed

energy servicas-if bought instead of uneconomic power plants, not in addition to them.
then,

.

Bow,acan utility investments grasp these opportunities for corporate solvency and .
.

national sustainability-rather than crashing and taking the financial system with them?

Utilities as financiers

Financing the energy transition will need many institutionsII. But utilities

have three advantages in taking a sizeable share of this new serket: th'ay already
|

invest about as such money as is needed to bring the energy transition to naturity;
t

they already have a billing relationship with nearly everyone; and they have aj

strong incentive not to go broke.

Well-eenaged private utilities, and the American Public Power Association, already -

view themselves as purveyors, not of electricity, b6c of energy services -(or the

| financial means of acquiring them). Realizing what market they.are cespeting in,

weilities must next avoid investments that cannot co= pets, notably nav rever plants.
-

Irvin Stelzer, doyen of utility economic consultants, varns :

and than at v e later |In =y view, it is risky to set a censervation goal first,
date cut the ecnstruction program (because ene can ovarbuild u.while). I refer,

| .f al... cut the construction budget FIRST on the assunption that co.sarvatten scalst and then try to find ways of reducing the gruvth in da:.and .so thati

-ill be met,
| you won't be caught too short of espacity in the short run.i

- - -. ... .. ._. _ . _ . . . .. .
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State regulatory comunissions also have an " obligation to scrutinise capital bud-

gets" to. "maka sure that investment is absolutely required in the public interest" .

|- Most commissions already require proof that proposed power plants are "nacessary"84.

That should logically depend on comparative economics. An economic "invastaant

j balancing test " pioneered in California, is now Federal law in the pacific Northwest, >

and the concept is spreading rapidlyU.4

I;

j Dadar this test, the utility must show that the plant it wants to build is the
;

i chaspest usy to provide incremental energy services. If so, there is a good case for .

building it, subject to other legal requirements; but if not, the utility, instead of'

.

building the plant, should loan out some of the same money to its customers of all .

classes, on autually advantageous taxas (outlined below), so that consumers can do the.

t

| cheaper things first. To keep the test. honest, a utility which passes it and builds

j the plant would be allound to charge its customers for no more than the inflation- |
' corrected plant cost which it assumed when comparing the proposed plant with alternee

Investors.La the markarplace cannot justify spending more than the cheapest option
+

costs, even though (lika regulated natural gas) its prica may be artificially held far

below replacement levels. Conversely, society saves anney by buying any option chesper
*

than a costly alternative (such as a new power station) which would otherwise have to

be built instead. The investment balancing test compares all options with the long-run
i

replacement cost of energy represented by that power station; anything cheaper qualifia: "

for utility f 4a=e-4ng, regardless of any distorted prices that might be in the market-

placa. The test allocates capital in an efficient usy which could not be achieved~

0through the market alone without first pricing energy far beyond poor people's means .
-.

The utility's loans will benefit itself g its customers if properly structured:
:

e The utility should charge interest at its own cost of money (after any subsidy).

Thus the utility is not unfairly t.;rdened, and is not subsidizing loans, yet
all energy options have equal secess to capital (and to any government subsi-

*

dies) so they can compete fairly.

a Sorrowers should spend the money at their own discretien for any measure that<

will provide energy services more cF aply than the foregone power plant--

preferably giving priority to cass res that p;ay back soonest. .

. - . . . . .
,

. . .. _.

- . . - --.- - -.- .- . = _ . . .-.-_: .::... - .. ._ . . . -
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I. If thee Borrowers should repay the loans only out of their energy savings

utility loans $4,000 to insulate your house, reducfmg your energy costs by

$1,000 per year, then you repay oc17 $1,000 per year (or slightly less).

Within five years," you have paid off the principal and interest. Mean -
,

while you need no money up front, and your utility bin is no greater than if you

had done nothing. Af tmards you pay less, permanently, because you are getting

more comfort per dollar and the utility is avoiding new construction.

. The utility, while participating at arm's length in secure, high-return invest-
Consumers canments, would not own, lease, inar@.. control, or specify them.

be protected from fraud without thrusting utilities into unfamiliar or

,ot-tiauy tics.,etitive hus - se.. .

.

The nature of the new investments is such that they would typicany require about

a tenth as many dollars (per unit of delivered energy setta) as the power plant they'

~

replaced , and would repay those donars in three or four years, not thirty or forty.

These effects zeLiciply, r-%W the utilities' need for . investment capital by up to a

hundredfold while providing unchanged services. Many utilities could thus " bootstrap"

the loans from their own cash retained earnings m ey generated by older assets which

were financed relatively cheaply. To the extent that a utility can stretch those in--

ternany generated funda, and hence avoid having to raise very costly new money by sel-

ling more stocks and bonda, it can loan at close to its old (" embedded") cost of money-
far below bank rates.typicany an annual interest rate around eight or nina percent,

Would banks. resent this competition for a type of loan business (such as home
"

improvements) which does not normally excite them? Frobably not, for two reasons:

e Banks would be protecting their own precarious utility holdings.

o Mortgage-holders, now able to escape spiralling energy bius, would becene

less likely to default and stick the bank with energy-guzzling houses nobody
.

can afford to live in.
On its evn books, the utility would treat the revolvir.g Ican fund "below the

line"--as a separate kitty, neither in the " rate base" of investments on which race-
90 Every dollar t ransfered

7ayers p ay a return nor passed through to cham as an expense

. _ . . _ . __ . .
. . .

... . . - ..y..
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_



. _ . , . ___

- .. .

*- *
.- .. .. ..

\\- -

- 13 - I
#3050

||
from power-plant construction into the rapidly revolving loan fund would become many j

Itimes as valuable'I , reduce financial risk, and reduce the need for costly new money.

increased debt. and greater dilution of stockholders' equity.

As utilities cut their losses by shW-4=g partly built plants the state commia-
92sion would probably" follow the usual practica of making ratepayers, over perhaps a

decada, give investors their money back with no return-painful, but only about a
I3

twentieth the cost ratapsyers would otherwise ultimataly have to eac Simul-
1

taneous rata reform should,try to maka incremental coes:nmption pay true facramental

costs,whilethewhole.energysectorisbeingsystematicallydesubsim=N. |
4:

The investment, u dag test would halt the utilities' cash hemorrhage--con-

i heruction--and naka them relatively healthy (as Consolidated gdison showed by rebounding f

|
front near- h -recy to wealth during 1974-80). The loans would put utilities into a

business with short construction times and fast paybacks. *14=4aating the cashflow in-
'

l

stability that threatened overbuilding unto insolvency. Over the next half-century, as
;

the utility evolved into a distribution service akin to the telephone company, connect- >

i

- ing anny dispersed users and sources. it would have a valuable task which it could do

! well and feal good about.
.

I

Implementation
i

Overbuilding has so drained some atilities that they have no cash lefe to capital-
t

iisa a revolving loan fund. Initial capital could then come from a co- or twenty-year

. public-sectos- loan, akin to the $500 =4114=a of Oregon and Californsa bond issues al- g

ready f4= ~ 4= sustainable energy investments and enterprises . . Alternatively, a . . ' ~95 ''

state utility commission might allow slight excess revenue. perbays from high-demand j;
!

custoesrs, for just a year or two to get the loan fund running.

f,Utility loans for cheaper energy-soving investments are already proven. Michigan
.

Consolidated Gas Company. years ago, found it cost less to insulate a hundred thousand
i'

Detroit houses than to find new sas. Since we first protesed electrie utility leans in .

spring 1978 . utilities with over two-fif ths of national generating espacity have set ,

saving electricity is far checper than esking it'7
' o

up loan pro 5rans and proven that .

.

. . . _ . . . __ . . _ _ . .i. ,__
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Many loan programs are surpassing expectations. By February 1982, the Tennessee

Valley Authority had lent $185 =4114 e at zero intent to insulate a centh of Valley
98,houses, simultaneously reducing - 4==' installation costs by a sixth in one year

!

These programs are an integral and important part of our power supply planning, |

helping us defer the need for $3,0004 /kW new capacity and the rate increases
that would inevitably be associated with it. They also bring immediate [finan-
cial] relief to our customers through lower consupption, and thus are a key part
of the [ regional developsrtc) n,ervice we... provide. ,

I

gouchern California Edison "Many announced in 1980 that it now views efficiency andr

renewables as the best buys, and is to get thirty percent of its power from alternatives

by 1990 Even without a comprehensive loan program Duke Feuer Company is so far.

ahead of its 1990 peak-load saving goals that it has quadrupled them, and expects in
'

the next decade to avoid the need 6t.: four to five nuclear plants costing over $10
100

billion Many Bortbuest pioneers of utility loans continue to finance savings at.

01
under a fifth the cost of new plants --benefitting even under such generous terms

as no repayment for ten years or until the house is sold.

This is not to say that there are no problems with utility loan programs. Most

are inefficiently structured. 1- 4 = money at low or saro interest, they must subst-

diza its cost, often by putting the loan (or its extra interest cost) into the rate base.

Since all customers then pay, a "no-losars" test is needed to avoid penalizing non-

This restricts customers' investments to a small part of the utility'sparticipants.

replacement cost represented by the foregone power plant. It also splits the incentive

to invest efficiently from the parties (such as householders) making the investment,

and can promote inafficient investment. By neither rate-basing nor subsidizing interest

rates, our proposal avoids these defects; and it does not restrict investments to. a

ahort, often obsolete, list of specified items.

Managers of successful loan programs have no regular forum to compare notes with

~ others, especially those whose utilities lack videspread public confidence and wonder

how to earn it back. Poorly managed utilities are actually setting Federal anceurage-

:. ant to delay or oppose ef ficiency invest =ents or give cham :ncre lip service 10'. Statu-
*

P

tory utility house-auditing prograns have been adninistratively gutted, and the courts

have L.d to order the *.;hite House to stop trpounding repestad appropriations for the

. . - . . . .. . .

.
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new Conservation and Solar Bank, designed to fill gaps in utility loan programs.

Nonetheless, utility managers, regulators, and investors across the country havc

found our concept finavia117 and politically attractive. It offers consumers, as-

pecially those with low income,' a way out from high energy costs. It stabilises the

utility's primas, emahflaw, and competitive prospects. It avoids the further dilution

of stockholders' equity and helps protect bondholders from defaults. It reduces

utilities' finsacial risks and cost of money, enabling then to join, rather than'

fight, the trend toward investments with typical pretax returns upwards of thirty

percent per year. And though Federal action could facilitate impissentation, all the

) essential parts--all those azeept desubsidization--can be done at a state level, of ten
.

with existing laws and nearly alueys with existing institutions.

thanicipa14e4'== can even implement their own loans through an existing -4e4==1 .

] utility or otherwise. Thus M4==== polis expects to reduce heating energy thirty percent

by wesendar all five thousand blocks of the city in three years, via a $10 =4114a= |

- 4e4==1 y.nargy Bank f 4===e=d by local h==ks, the gas utility, and municipal bonds .

Oceansida, California has raised $24 =4114an in private venture capital for its -

: . .

- de4==1 solar-and-conservation utility, marketed as a tax shelter: consumers pay

low solar lease fees (eligible for the state solar tax credit), and the city even gains
106105 Other M examples Mnet revenues ,

^

y.zeiting opportunities to combina utility loan programs with other innovations

08in rate reform, desubsidisation O , power brokaraga , and the lika remain largely

untapped. But other new concepts are being tried:
I ''

, e- Utilities in at least four statas are " buying back" sav'ed electricity just

like self-genersta.d electricity. Their payment can sometimes be applied to

the capital cost of the electricity-saving device.
.

Some utilities are splitting electricity savings with third-party private inves- <

e

tors. Suppose that a power-short somiting company finances improvements in an
)

office complex, saving I kilowatt-hours at one cent each. The company then

buys X kilowatt-hours from the cash-short utility at an arbitrated price of

three cents each, instead of the eight cents it would otherwise have had to pay.
.-

. ....
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i For each kilowatt-heur saved and transferred, the smalting company saves four
! cents; the utility has a comparshle profit to share with its ratepayers and stock- )

holders; and the building occuyants enjoy permanently reduced utility bills. |
'

*

j
- t

j e' Alternatively, the investor can contract to supply the building occupants' |

I 1

l energy services (such as lighting and comfort) at less cost than they now pay. |j

! then pockat the difference. " Energy service ea-p==4==" and some unregulated
I
;

i utility subsidiarias now do this.
!

_ '

{
still other concepts remain to be tasted. Whers stata law permits, for exampla,.

l
,

j c utility customar whose electrical demand' is pe-a==ely reduced via alternative in- ,

,

|
vestments might sell the utility a " peak-load easement"110 This could become part

'

.

ef the utility's resource plan, and could even be remarkated lika an abatement of air |

penution under the E$A's "bubbla" concept.

Utility programs could also help provide the current and accurate infermation

markats require. Ut111tias could even administer loan programs for renters, such as

the one Citizens' Energy Corporation now runs in Boston. Under this scheme an initial

deposit in a local bank provides collateral for weatharisation loans to landlords.

Tenants' savings are then paid to the Corporation, which gives the landlord half for

loan repayments to the bank and gives the tenants inalf for low-cost /no-cost investments.
'

More variations wi11 amarge as healthy experimentation refines the loan concept.

The critical choice before the utilities, however, is not whether, but only how, to
|

their
redirect investments into more competitive ch-=1 =. Others will invest in the,

-tese buys, with or without utilities. The utilities' eboice it only between partici-
- -

pation and obsolescence.
,

* National benefits
- |

.

A detailed government analysis has shown that by investing about $755-790 bil-
'

lion --essenrially the plan outlined here--the United States could, by th,a year 2000, |111

e essantially eliminate the need for new power plants costing $1 trillion; |

e 411minate oil imports (over $70 billion in 1981 slone) and, if desired, nuclear
|

paar;

a lave $1-2 trillion worth of coal, oil, and Eas in the ground;
1

.... - , .. . |..

- - .. . __ .. _ _ _ j-
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e avoid the social costs of mining, transporting, and burning those fuels;

e more than doubla national energy afficiency; and

e aska national energy supplies at least one-third renewable.

The $1 trillion in avoided power-plant investmens would save utilities over 530 billion

per year now, rising to $75 billion per year by 2000--nearly all from Wall street.

Utility customars would get to keep more than $10 billion per year, starting now,

for additional e,lactricity they would no longer need (because afficiency improvements

did the sama tasks cheaoer) and for subsidian to build the plants. Additional savings

from present electrical use would save more money-rising steadily to more than 330

billion per yaar by 2000. Consumers' direct savings would thus total, on average,

more than $25 b4114an per ysar. In addition, utility loans at attractive interest
112rates could supply more than $10 bf114aa per year at a act bh.

and utility loans would offer consumers some $35 billion per year-about nine-tenths

of the total (up to $40 billion per year) needed to achieve the national goals above.

Meanwhile, moru than $50 billion per year sa direct fuel savings (ancip og investments

in wells, pipelines, rafineries, mines, railroads, etc.) would also st in consumers'

pockets or in the capital markarplace. Thus the United States could almost so,tirely

finance the transition toward a sustainable energy system, without dravios significantly

on at least $1 trillion of fuel savings which would still be available for reinvestment

elsewhere. And this reallocation of capital could..as separate analyses document,
113bring a consta 11ation of other national and global benefits .

'

Not least of these is the heuristic value of seeing a major industry use new
f _ . .

market opportunities to escape collapse as the economics of depletion, pollution,
s -

scale, and technological progress shift its incentives and its self-i=sgs. The ,
.

.lassons of the utilities' rapidly evolving transformation foreshadow, and can aid in,

a wider global shift of capital and instituticas. Just as utilities are changing from

vendors of kilowatt-hours to financiers of lanc-cost energy investaants, so other '

. .

industries vill be driven' by r.arket forces (or prudent planning) to shif t from

resource-consumptive to resource-conserving activities; from reseurce extraction to

i

.,

*- * ~

di

- . . . .
.

. .
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:

resource productivity (e.g. in water, soil, and minerals); from an economy of flows -

11'
to one of stocks ; W f m a u m of - a m of d . h par-tGh

- .
.

dollar utility business-among our largest, most powerful, and most ambattled institu- a
"

tions,--can, by adapting in its own self-interest, help to guide others toward
_

sustainability. :
-

e**
.

--

.

'
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. -
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< . no. Sf 3,2fD'

CZEr OF ADST2N, I ZI TEE DISTRICT CDURT OF
I

Y. 1
-

'I TRAT28 CDONTT, TEE &S
ECFJETON LZGETZEC AND PONER I
CtBEFANT, AND 500STON I
ZEDUSTRIES, ZEC. I f[ .TUDICIAL DISTRICT,

i trazumr_'_s_esuznas,_ramzn=

TO TEE *==** DISTRZCT CDUET:
,

if0N CDNES the CITT OF ADSTZN, TIEAS, Plaintiff, semp1=4 =4=-e

of EDUSTON LZGET2EG AED POWER C2EEFANT and EUSTON ZEDUSTRIES,,

'ZEC., w amaants and seeks reformation of the seeth Texas Project
*

Participation Agreement and other relief as not forth herein.

t

2.
t

|F1ciatiff, the City of Anstin, Tomas (*Aastin"), is a
.

- 4-t==1 serporation incorporated under the laws of the State of,
1

Temas and its Eeme Rale Charter and leented in Travis County. |
aansa is e.ge,ed a thu -4-- of ,=da.iat .ad di m ,

sleetstani power in the Aussia area. Aastia is the swear of a

j;144 undivided 1starost la the South Teams Project ("STF") , a,
,,

, ,
'anslaar power plant under seastruction in Estagorda Csenty,

ITemas, sonsisting of 1ose proposed 12SC - ; _st units, i

Defendaat, Beastan 18 7 4=- and Power Company (*ELP"), is a
serposation 4- eted and esisting under the laws of the Stata_.

I
lace of hasta = su 'Ealk., A.sa.e, :.of son , hering a p

s

Esasten, Temas where servise of process saa he made upon its
r"h=4 - and Chief Emmentive Offiser, Den D. Jordam. ELP La

t

engaged in the h=4-= ef puedesing and distriheting electric I
8; power within the State . ef. Temas. ELP is the swear of a 30.8%
l'

!. undivided 1starost in STF.
.

.
..

. Defendant, noustaa Zadastries, Zas. (*meesten Zadastries"), ,

,;is a sorporation 4- _.- Ested and existing ander the laws of the
i

[pStata of Texas, havtag a place of business at Gli usikar Avenue,

>Een.t.a. - .here..sa eaa- - as - - a.d
I| chief Paeontive Offia'er,'* Shei 11." Jordan.J;. . . - ,..'

I
'

Eeuston Zadustries owns
., ..

;- all tae setstaasing saares of, stock of ELP.
,

M* < . 4,g ?. .,l(.y
"

,. ,

p) ,4 . d? 4-

. . ' . . .. . . . . ..,
.

" ..'5 _W+- ,.__w e,- n..e.__-.m.m .-_,_.,,,_,,---..m..__.__-._.,.m.we.,...,--a.s-.m..,.g.#.y.h.._ _
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II.

In December, 1973, in the City of Amatin, Travis County,
Texas, Anstin entered into a written agreement (" Participation

'

Agreement") with ILP, Central Power and Light Company (" CPL *) and f
The city of San Antonio, Teams, acting by and through the City
Public Service Board (*CPSE*), to participate La the construe-
tion, aunership and operatism of STP. Each entity has an undia

vided ownership interest in STP in proportion to its ownership
interest. The Participation Agreement is attached as Exhibit A.

Under the Participation Agreement, ILP is designated Project
Manager sa behalf of the par *49=ts. With eartain enceptions, '

ELP, as Project Manager, is to provide for and is responsible for
the plamaiag, somstreetion sad operation of St.' in assordance
with the Participatica Agreement and project agreements.

222.

As part of ELP's duties as Project Manager, ILP entered into
a writtaa contract -(" Brown & Boot Coctract") dated December 31,

.

1972, with Brown 4 Seot whereby Brown & Boot was to act as

jarchitect, engineer, constructor and construction manager for
ISTP..

b
'j nader the 3rova & Boot Contract (attached as Ezhthit 3),

Brown & Boot was required, among other things, (a) to perform all

--- * W and design work assessary for STP including all
technical servises necessary to ensare design and esumpletion of
STP in accordamos with applicable modes, and state, local and
federal government regulationst th) to famiata, establish and e
ashidaistar a quality assurance and quality control program to

*

ames the requiremsats of 10 CPR 50, Appendia 33 and (c) to .
*

perfora seastruction and construction management services as '
f

regnested by ILP as set forth in Eskihit 3 and the project *
docummats.

i.,
j

.

'

!|
|'27.

.
'

3 When Asstia entered into the Participation Agreement for STP

in December, 1973, Brown & Boot had been selected by ILP, as
e
i

2

. . . .

- - - - , , - . . . , ,- -. .,:-
- -. - -.

-
- 2..
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| Project Manager, as the architect, engineer, -- - -r and

esastruction manager far STP and had - a=d work thereo.t.

In December, 1973, ILP and Brown & anos represented and
' Asetin in good faith holieved that Brown & moot possessed or

could ehtain the requisite ==a1=== engineering, construction,
,

f construction management, goality assurance and quality control

superties, or had the ability to ehtain same, sufficient to

design, engineer and seastreet- STP in asserdanes with the Par-
'

ticipatian Agreement and project agreements, the Brown & Boot ;

Icontrast, the Act, the rules, regulations and requirements
I

thermander, and to have STP 14 - ==d for operation with the
,

| Esclear segulatory e===4 ==4 =a ("ERC*). Za h , 1973, ILP*

represented and Anstin in good faith holieved that ELP seald and |

1 ,

would properly perform and discharge its duties as Project -|
Manager. Further,Austinholievedthattheotherpar*4*4---tala!

I
good faith halieved that Brown & Rest paa-mad or eenld ehtain |'

the emportise described above and that ELP ess14 and usuad so i

properly perform as Project manager, j

: STP was aos a==4 g==d, envia.ored or sometrueted in asser- |
I dance with the Participation Agreement and project agreements,

,

; tme arewn a noot osotraes, the Act, the ral=, regulations and
,.

it

f @ thereseder hasasse Brown & Boot did not have the
above-described espertise and became ILP did not properly

perform and discharge its enties as Projoet maamger. I

I
i. Anstin's belief as to the emportise of Brown & Root and the

I.
.

abilit3 cf ILP to properly perform and A4 meh=9 igg gagieg 33 '

;
,

Project manager reista to meterial fasts essential to its entar- |(
| - 4 = 4 =r
| ing into the Participation Agreement and . as a party to

i
the Participaties Agreement, that is, the identity and ability of

: i,

| ; the partr aia would de.ig=, envia =, =o = = =t =d proude

j .e====1on =aage est, g lay =ance =d q= lay .on=si

servises for STP and the ability of ILP to properly perform and

di=h ,e i= .=ies = Prose.t mag =.

- Brown & Root did not in 1973 or thereafter have the exper-
-

I
itime deserthed above and nrown & maa did not he,e any ru sonable'

3
il

e prospects of chtainlag that emportise. ILP did not in 1973 or
Ii

.

I

|
3 ,

.

.. . . . . . . _ .
-

_
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4

thereafter properly perform and discharge its duties as Project
alsaager.

,

Aseerdingly, sTP was met desiyaed, engineered or seastructed.

in asserdames with the Participation Agreement and project
agreements, the Brown a test omstract, the Aes, and the rules,
requintions and requirements thereender.

4

As a result of the mistaken holiefs of the parties relating
to the sepM11 ties of Brown a Boot and bassaae of ILF's failure '

to properly perious and discharge its duties as Project naamger,
as set forth aheve, Anstia is entitled to refers the Partiespa-

-

tien Agreement.

.

Y.

Prem 1973 1 4 appremiastaly 1981, ILP represented toa

Amatia that Bruun a nest had or sould ehtain the espertise
Generihed aheve and that aseen & Best umuld and sould design,
engineer and esastreet STP in asserdense with the Participation
aersament and project agreements, the arewn a ames sentrast, the

ass, the rules, regulations and . requirements thereunder, and he,

,. h ==d for operatian with the ERC and that ELP eseld and weeld .
i pasperly periosa and diasharge its enties as Project manager.
t

.
Za relianae thereon, the City of Austia entered late and.a

===i==d in the Participation Agreement, participated and . eaa !
tu.ed = ,arusi, ate a the sneerski, and f.edag of are, and )

1

forehere from taking asei- with respect to ser, ELF er arewn a
..Best.

i.

The representations ande by ELP to Aussia relate to material
i ,

facts essential to Austin's involvement la STF, that is, the
i

. \

us.utr and mza se the , arty uoh es.a dauga, e.gaser, Ir ;

*esastreet and provide sometreetion management and quality assur-
.. -

||anse and goality emetrel sesytees for STP and the ability of ILP
|

el

I to properly perfesa and discharge its deties as Project * 7 _..
{i

Ishe representations made hr EL to Austin were met true in
.

.

I!

that 3:sws & aset in 1973 or thereafter did met have the esper- |,'

2

ii
Isine demerihed aheve and did met have any reasonable prospeets of L

..

*!ah+=4-4-- that expertise and ELP did not properly perfft,rr, ar.t. !

. discharge its duties as Project Manager.,

n .

4

.
..

..

. . .
_ , , , _ _ - - . - . - + . - - - ~ ~ - - * - - ~ ^ - ~ - ' '~ ~'
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As a result of such action or forehearance by Austin, Austin

has esffered the damages set forth below, for which there is no

adenguate remedy at law.
.

After 1977 Beaston Zadustries controlled ILP and induced,

incited, abetted or participated in the actions described above.
*

T.

Aussia entered into the Participation Agreement based upon

the good faith wu=* that arown a most had er seald entain the .
I

expertise deserihed above and saat ELP sosia and would properly ;
perform and discharge its desies as Pro $eet manager. I

arown a anos, in fact, did not have and had no reasonable

i prospects of sh*= 4 =4 == seah espertise and ILP did not properly
Iperform and discharge its duties as Project manager .

Anstin's beliefs relate to material facts essential to its
'

estaring into and . ~i=4=- in the Participation Agreement, that

is, the identity and ability of the party which weald design, i

engineer, seastn et and provide onestruction management, quality

assuranse and quality sentrol services for STP and the ability of
,

i-

ELP to properly perfeza and discharge its daties as Project !

Manager.

il Anstia malatained the preceding good faith heliefs la
!!
, December,1973, and thereafter, despite the esercise of ordinary
I care en its part.

The fasts that Brown a moot was to be the architect, engi-
.

seer, omastruster and constreetion annager on the project and

and 4_4_=^ = m its duties asthat ELP would properly ,-

Project Manager are of sesh great ==n==a;uence to the Partici.
,

poeien Agreement that to enforos the Participation Agreement,
despite Anstin's mistaken heliefs, weald he ur.aosseionable so
that Austia is entitled to refoss the Participatise Agreement. .

i

anformation of the Participation Agreement will not preju.'

dise the rights of ILP. i
,

T22. -

Dader the Participation Aareement, ILP is to provide for and
.I:vis responsible for the plianity, construction and operation of*

i,

STP in accordance with 'the Participation Agreement and the-

I
b5*

,

..

Y >
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.

project agreements. These duties relate to a antarial aspect of

the Participation Agreement, that is, the everall soordination
'

and respeaathility for the design and W W =; of STP. )
Amatia's obligation to pay for ETF was and is, in part,

d=Paadaat spon the performance of the showe= described estias by

ELP.

ELP henached the preending duties by,.ammeg other things:

(a) Selesting trewn & Root to provide the services

described ahever

(b) Centrasting with Brown & Boots

le) Pailing to tesminate Brown a most prior to 1981:
,

*
(4) Pailing to dissers that Brown a meet could not and i

was not perterming as seguireds

(a) Pailing to promptly inform Austia that Brown & Best

erald met and was not perferming as required and

(f) Palling to properly ==-de and disaharge its duties

as Project manager.

As a seosit of sesh acts or emissions by ELP, Austin has

suffered the damages set forth below, for which there is no

,, adequate remedy at law. i

j' anaston Zadmetries indesed, incited, abetted and parti 1-
;| |
.peted in the prosoding actions of ILP.

7222.*
.

,

As a reemit of ELP's breeches of its sentractual eklign=

tians, the mistaken hatinfs af the parties at the time of enter-

ing into the Participation Agreemoet, Austin's forehearease from [

|
taking astian with respect to STP, ILP sed Brewa & Root, and the !

I
a splaced relianos em ELP, as set forth ahese, there has been a- r

*
asterial failure of emoeidaration to Aussia with roepeet to the

*
Partisipation Agreement so that Austia is entitled to reformatie.

Isi the Partisipation Agreementt as set forth halsw ard have all I
i **

4
.sens which it has paid perseant to the Participation Agreement

!!returnedtoitbyED.
Y

'l
!

.

.

6
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.
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As a result of the asttare doenribed aheve, Anssia has been
.

damaged in an amount in essess of the jurisdictional ameest of
i

this osart. by virtue of its increased sepital and interest

esponditures for STP, its less of use of STP, the mesessity to '
,

parshame er gemarate rep 1m power at higher easts, and its

! inability to plan and preride for the future power moods of
*

Anstia, plus empenditures for attorneys' fees and =p- - =.
3

I
i

.

g-
3-

WEEEEFCEE, Plaintiff n . Ef=117 regnests this Cears to
,

8- (a) Beform the Participation Agreement, such that (1)
,

Anstin saways to ELF its right, title and 1.terest in and to

,,STP and (2) ELF refonds to Asetin the appresimetely Fear Roadred

and "4 ^ mattima Dellars (8437,000,000) Pd by., ___

Austia to date with respost to STP and all future same empended i

I
*

by Anstia with respect to STP

(h) nelieve Austia of maak ekligation, whether past,

earrant er future, to provide money, property or materials with ;,i
'

.

respost to STP .

I (s) Enter judgment in favor of Austia and against ILP and
6 Esseten Zadastries, $eistly and severally, in the amount of

.

damages to which Anstin is entitled, together with 1starost, ,

*
easts and attesnaye' fees.

<

(d) Award maah other relief, general and special, legal

and equitable, as the Court deems appropriate mader the circom-

stamos.

t

;
,. .

,

||TEESTR2EOFTEEh8;

I .'
I

courtT or TRAYZS I

i ,

! Alberg mrah , being first duly muera, deposes and says
I !

|that he is the City Attorney for the City of Anstin, Texas, a* +

1 '

,,menicipal eerporataan,1-.r ated ender the laws of & State
,

of Temas and its Eeme Rule Charter and located in Travis Ceesty.
,.

0 e

~

,

4

- , + , e N d ,- ,, n . .. . , ,:,T L n.---, - - - , , , , , ----~,,.---,.-.---.-w,,_;-,,,J,.--~n.--....-r,-n.-n,-- , - - - - - - , . ,



. . .. . _ - - _ _ _ - .

!' 6 - w
.

..
--

* '
.- .

'

(.,
,

.. , (. .

I

(
Temas and that the, allegations ecstained in Paragraph T :: of
Plaintiff's Original Petition see tree and sorrect.

nML-

--

net --
City Attorney
city of Anssia, Tunas

A.2 m amo suoms To mes.no n. . tats sm. L U- day .s'*> *- r , 1983.> -

6 u

*

A i_ . - . - .Tr -is c==atr, Te=as

m ... m.,tre. "

. A l 14 h
i' y

!

l

arrzer or m c Tr x.Tommer,
em or Aasm, mas

.

j . - .a..
*

EAIY
,

,J
4

Temas Bar No. 05648500 '

m..e . Aggress:
suite 304, Broma ==41di- '

708 Calerado Street
* ,

"

i

- Anstia, Temas 78701
(512) 477-4511, Ent. 2270

.

FUL3RZ W & n -
31aka Tarts ,

j
Tessas Bar No. 19654000
William W. Vernan
800 Bank of the Southwest . i

i

77002
(713) 651=5131

VAENON, anewme, WZERENGC 4
-
- ;. -

,

i

CIRISTENSCE
,

Thomas J. Beides I.

800 Mutual Bene Building
!,

Grand Rapids. Mistigma 49503--

(415) 459-4186
*

ATTORNEr5 FOR PIA:NTZFF. t

TEE CZTY OF AUSTZN, TEIAS
.

i . ! !
t >. .

'
.

ie '
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ATTACHMENT 10
i

NUCLEAR POWER PLANTS CANCELLED IN 1982

Plant - Utility s. Lost i
(millions)

'

,
.

Allens Creek Houston Lighting and Power Co. s see

Black Fox 1&2 Public Serv. Co., Okl a. s 233

Cherokee 2 & 3 Duke Power, South Carolina s '

,

Hartsville B 1 &
B2 and Phipps Bend

} 1&2 Tenn. Valley Authority s2,000
_

North Anna 3 Virginia Elec. Power Co. s 540

Pebble Springs ik2 Portland Sen. El ec. , Ore. s 180
Perkins 1,2, & 3 Duke Power, North Carolina s

Vandalia Iowa Power k Light s,

WPPSS 4 & 5 Wash. Public Power Supply System s 2.250

Cancellations in 1982 represented a lost investment of
least s5.4 billion. ~

at
,

.

.,

,

.

.

i
i

!.
,

'

!
I

I
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At.$5.4. billion, utilities sayi
.,

.

.

.. . ..

it's cheaper. to sd. .rubyroject(
.

' <

. ,
-

.m. a

_
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The:Jght
Houston Lighting & Power P O. Box 1700 Houston, Teus 77001 (713) 228-9211

March 18,1983

ST-HS-YQ-00260
File No.: Q12.8

Q16.4

Mr. L. W. Hurst
Project QA Manager
Bechtel Energy Corporation
P.O. Box 15
Bay City, Texas 77414

SUBdECT: SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
PROJECT atin:T REPORT NUMBER G01-301

Dear Mr. Hurst:

Attached is the Project Audit Report of Bechtel's Quality Assurance /
Qualit3 Control activities, Audit Number G01-301, performed on February
8 through 16, 1983. The results are summarized as follows:

* Number of Items Re*!iewed: 1110
* Number of Deficiencies: 33
* Number of Concerns: 7
* Number of CARS: 4t

' ' Number of DNs: 10
|

A written response to ell concerns is required to be submitted
7

; by April 18, 1983.

[ If you have any comments or require additional information, please
contact Ms. D. I. Teague at 512/97,'-5466 extension 2420.

! Very truly yours,

i h-
H. A*. Wa?ker
Project GA Manager,

South Texas Project

HAW / WE/ 1: 1r
= Attachment .

.
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Houston Lighting & Power Company

L. W. Hurst.
ST-HS-YQ-00260
Page 2-

cc: G. W. Oprea, Jr.
'

J. E. Geiger-
D. G. Barker

~R. J. Maroni
S. M. Dew
J. W. Williams
R. L. Ulrey-

.

E.: A. Turner
LA. R. Beavers
J. G. Dewease

.J. H. Goldberg
L..B. Horrigan
R. P. Murphy

-D. I. Teague
D. T. Krisha-(BPC)
8. L. Lex (BEC)

R. W. Miller (BEC) )
i-

K. R. Dotterer (BEC
B. R. McCullough (BEC)
R. L. Patterson (BEC) .

Audit File GCl-301
STP/RMS-CCS *Site Library
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SOUTH TEXAS PROJECT AUDIT REPORT
.

AUDIT NO.: G01 301 AUDIT DATES: February 8-16, 1983

AUDITED ORGAtlIZATION: AUDIT TEAM:

Bechtel Energy Corporation D. I. Teague Team Leader
QA/QC (Houston and Site) D. W. Bohner Auditor
P.O. Box 15 A. C. Von Nyvenheim AuditorBay City, Texas 77414 R. M. McDaniel Auditor

Au 3Ala
Lead Auditor Date

'

PRE- DURING POST-
PERSONNEL CONTACTED: AUDIT AUDIT AUDIT

R. W. Miller- BEC PQAE X X
E. B. Luder BEC LQAE X X
R. A. Meggison BEC PQCE X X 'XK. R. Dotterer BEC PQAE X
R. H. Medina BEC LQAE X X'

~R. Ramsey BEC QAE X
S. M. Dugas BEC QAE X
Y. Sadre-0rafai BEC QAE X
J. P. Cook BEC QAE X

.

R.-Kay BEC QCE XD. Bentley BEC QCE X
W. F. Hous ton BEC QAE X~

R. M. Cantrell BEC QAE X
G. Brumbaugh BEC QCE XD. Allen BEC Administrative Assistant XD. Lucy . BEC QAE X
D. Lattimore BEC QAE X.

K. P. McNeal BEC QAE X
'J. R. Pidgeon BEC QAE X

OBJECTIVE OF THE AUDIT:

To verify the adequacy of the Bechtel. STP QA program and proper implementation
of the quality-related precedures.

u

*
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Page 2 of 5, .

Audi t..No. : G01-301

F DEFICIENCIES / CONCERNS

DEFICIENCIES:
'

1. A Corrective Action Request (CAR) was not initiated for quality related
deficiencies identified during surveillance as was required by the
referenced Quality Program Manual.

HL&P CAR No. G-220 issued. .

2. Contractor / Constructor safety-related procedure for hydro test _was not
. reviewed in accordance with the referenced requirements, in that it did
not contain requirements for qualified personnel to perform hydro tests.

,

-HL&P CAR No. G-221 issued.

3. _There was no objective evidence that STP Site Qualified Auditors partici-
pated as an auditor in training prior to their certification as auditor.

HL&P. CAR No. G-222 issued.

-4. .Bechtel's quality related implementing procedures do not adequately
incorporate programmatic requirements.

HL&P CAR No. G-223 issued.
'i''

5. - BEC~ audit notification memorandum's did not list schedule dates, or address
the entrance or exit meeting, as required.

HL&P DN No. 010 issued.

6. The PQAE is not maintaining a daily log in which to document results of
required reviews.

.

HL&P DN No. 011 issued.

7. Procedures did not have a reference section and did not make reference toapplicable documer.ts.

HL&P DN No. 012 issued.
^

8. LNCR reports did not have required QCE stamps applied. '

HL&P DN No. 013 issued.

9. Formal replies to BEC's Redundant Inspection deficiencies issued to contractor /
constructor are not being received within five (5) working days.

HL&P DN No. 014 issued.

|

.
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Audit No.:.G01-301

-
I

DEFICIENCIES:(Cont.)

10. Selected quality surveillance plans did not receive the required in-
depth review by QA.

HL&P DN No. 023 issued and closed.

-11. A BEC Project Quality Assurance Procedure was in conflict with the PQPM
as to'when the BEC Division' Manager, Quality Assurance approves revisions
to the PQPM (prior or subsequent to HL&P approval).

. HL&P DN No. 024 issued.

12. Written notification of completion of prescribed training, for QAEs was
not provided to the QA Manager / Audits as required.

HL&P DN No. 025 issued.

13. There is no objective evidence that Quality Surveillance Discrepancy Reports
were being trended, as_ required.

HL&P DN No. 026 issued.
~

L14. Certain~ sections of the BEC PQPM did not receive review / comment by
. Construction as required.

HL&P DN No. 027 issued.
,

15. Open items on the QAE log were not carried forward; required evaluation
of CAR responser, were not performed on 3 CARS; the CAR log did not contain
justification for granting a verbal request for extension; PQAE entries in
the QAE QA logs were not dated; and forms titled " San Onofre Nuclear
Gcnerating Station" were being utilized for the Quality Audit 109

These deficiencies were corrected during the performance of_the' audit and
no further action is required.

Two additional deficiencies were identified that had to do with _ trending
of Redundant Inspection Reports and transmittal of the reports to the~

contractor.for corrective action. These deficiencies had been.previously
identified on and are being resolved by HL&P CAR G-195.

7j -
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* '" Page 4 of 5.

*
COMCERNS:

1. Quality tracking document cards were not bein9 nointained up-to-date
as required by BEC PQAP 7.14, paragraphs 5.2.3.B. 5.3.4.A and 5 4.5. A.

PQAP 7.14 appears to be administrative in nature since safety related
activities relating to specific review / sign-offs are contained in
other Volume V procedures. Bechtel has committed to delete PQ40 7.14
from Appendix B of the PQPM at the next regular revision.

2. Paragraph 3.2 of BEC PQAP 3.8, Rev. 6, provides eight examples of
activities to be included in the Quality Assurance 109 The only
activities presently being included in the log are audi ts and surveil-
lances. This concern will be resc1ved as part of the on-going
activities related to CAR G-140 and correspondence number ST-HS-YQ-00230
and ST-YB-HL-3100.

3. PQAP 3.1 lists several items to be included in the Monthly Quality
Assurance Activity Reports. These items include results of client,
supplier or project meetings, quality trends and unacceptable corrective

~

actions which are not being included in the Monthly QA Activity Report.

This concern will be resolved as part of the on-going activities related
to CAR G-140 and correspondence number ST-HS-YQ-00230 and ST-YB-HL-3100.

4. A disparity exists within BEC QCI 2.4, Rev. 2 (PCN 3) in that paragraph
5.2.2 requires approved procedures to be used as a source of attributes
for inspection planning, whereas, the following sentence addresses;
" deviations from procedures, code requirements, and standards and specifica-
tions." Step number 3 of Appendix I requires the QC inspector to enter
the controlling specification / procedure number. These disparities could
cause confusion on the part of personnel implementing QCI 2.4 as to which
document is applicable as a source of attributes for inspaction planning.

5. WPP/QCI 2.4, Rev. 2, paragraph 5.2, requires "a statement justifying the
changes" to be included in the Document Review Comment Sheet (DRCS).
The DRCS was not being used unless the reviewer originated it, however,
the information required on the DRCS was being anotated on the marked
up copy of the reviewed document. It is understood that Bechtel is
initiating a PCN to require the statement of justification to be entered
on the marked up copy of the reviewed document.

6. QCI 8.0, Rev. 2. Section 9.5, requires the training record (Form
001-8.0-07) to show the type of format, number of courses attended,
instructor, subject, method of administration and date. Form QCI-0.0-07
does not contain a space / block for type of format, however, since
" method of administration" is considered to be the type of format, the
requirement to show the type of format may need to be deleted.

.

- - -
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Page 5 of 5-

Audit No.: G01-301. .

CONCERNS: (CONTINUED)
-'

.

7. Certification records for QCE personnel had been anotated with the
statement " Certified in accordance with paragraph 6.1.1 of QCI-8.0."

* This would indicate that the QCEs did not have the total experience
as specified in ASNI N45.2.6, however, further review of the
certification records indicated that this statement should not have
been used. Apparent confusion exists as to when this statement applies.

AUDIT SlJ4 MARY / REC 0f.11ENDATIONS

With the exception of the deficiences and concerns identified within
the report the consensus of the audit team was that the BEC QA program
and procedural implementation was adequate. It is recommended, however,
that Bechtel place more emphasis on obtaining adequate procedural reviews
and more attention to detail is needed in day-to-day procedural
impl ementation.

,
ATTACHMENTS:

HL&P CARS"G-220 through G-223,

HL&P DNs 010 through 014 and 023 through 027

i
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ecA9:2 tscar SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION G01-301,

HOUSTON LIGHTING & POWER ,.
'

QUALITY ASSURANCE (1) CAR NO, 8-11M
Company consecrue Action aceoaT m Revision o

(3) ORG ANiZ ATION tal OEF REOuiREO (5) RESPONSE QUE D ATE8echtel OA Deoartment YEs da NO 03..u,- g2

1 (63 OOCUMENT VIOIATEOEC POPli, Section 18 1 1

R E V. e P A R A.e

3.1'

(7) OESCRlPTION OF CordQaTION AQvERSE TO QUALITY

A corrective Action Recuest (CAR) was not initiated for quaiity related deficiencies
identified durino surveillance as was reouired by the referenced Quality Procram
Manual. See continuation sheet to this CAR for details.

.

N

(8) REPORTED tB YI a

O AT E:

'

"'"1*'"n2C3Rf n /Gews i ^*u Hnw / , ,
-

(1 03 REMEOlAL ACTION

2
.

.

(11) SiO N AT UR E
D A T E: (12) E F F E CTIV E D A T E:

iis CAUsE O, CONO TION

(14) CORRECTIVE ACTION TO PREVENT RECURRENCE

, ,, s. R E v i E ., .~ A.. a Q . A s
; O A ,E. )

,, ,E.,ECra E Q.1E..

, WIL66e NiTi A ro m a 4CCErT ;svetav.>Oa 04:s. ]r- aEJECT,

iiss v E ais.CAriQs eE acQauco er: SAT surE *v esO R Q^ r t.
r ,U% SAT
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HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. 2.2 o
.

(2) REVISION A

'

BLOCK (7) DESCRIPTION OF CONDITION ADVERSE TO QUALITY

BEC PQPit, section 18, paragraph 3.1 states in part, " Quality

related deficiencies found during surveillance, witness or audit:
-

are reported as audit findings by issuing Corrective Action

Requests (CAR)."

NOTE: BEC PQAP-7.ll, paragraph 4.3.1.C.S. Note, states' in part,
; ..

: "Every effort shall be made to have deficiencies corrected

without initiating a Corrective Action Request (CAR).

For important items that cannot be corrected, during tne

suryeillance, the QAE shall advise the PQAE of the
,

si tuation. The PQAE. shall evaluate the circumstances and

if appropriate, issue a CAR."
. .

!

Contrary to the above requirements, surveillance number B13.2

(surveillance of ESI maintenance activitie$ performed 11/15/82-

11/19/82, indicated a lack of objective evidence that monthly

inspections and weekly maintenance activities were being performed

on certain cranes utilized .in handling safety related equipment.

This deficiency was not corrected during the surveillance and no

CAR was issued as required by the PQPil.
~

'
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PQ A;O S2 (9/823
SOUTH TEXAS PROJECT ELECTRIC GeiNERATING STATION

*

G01-301
. HOUSTON LIGHTING & POWER *

.

QUALITY ASSURANCECOmpey coaaccrive ^crion neeoar
- I -

<;.> <1EviSiON - o
(3) O RG ANIZ ATION

Bechtel 0 14) OEF REQUIRED (5) RESPONSE OUE DATE

1 < > -~' ~m gon A Department vEs a] NO 03 3 73
7.13 r- 0 r^- u .,

(H OESC8sPTION OF CONO6 TION ADVERSE TO QUALLTY

~

Contractor / Constructor safety related crocedure was not reviewed in accordance with
the ro.feregM recuirements. See continuation sheet for details.

-

_

b
(S) REPO9TED SY:

.

p /
OATE:

"'"'24M ^22^'e a toOw ! ^"%2r3/''/'~ ', /
f

s

(10) REMEDIAL ACTION

i-

s

. *

.

(III SIG N A T U R E
DATE: (12) E F F E CTIV E D AT E: i

(13) CAUSE OF CONOSTION

(14) CORRECTIVE ACTION TO PREVENT RECURREhCE

(ISB-R EVIE W Ar O APPROV ALe
S O AT E. (166 E F F ECTIV E D AT E.
I

(t 7| HL&P le afl ATQRs
ACOLPT SbPE RVISOR QAIE

" r-* REJECT
liss V E Rf FIC ATICN PE dFORVEO 5Y. O SAF SUPE HVISO R OATE
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Hl.&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. -22 /

(2) REVISION O

BLOCK (7)
.

DESCRIPTIOil 0F CONDITI0tl ADVERSE TO QUALITY

-

RTD DnAD. cection 11. naracraoh 11.3 states in oart. " Tests

are cerfor ed and evaluated by cualified oersonnel.",

\

BEC PGAP-7.13 caraoraoh 3.1.1 states in cart, "The Site POAE

.shall review. . contractor safety related orocedures
-

crior to issuance for. . .soecial orocess control recuirements..

such as oersonnel, orocedure or eautoment oualification."

.-

Contrary to the above reoui ements, Ebasco procedure CSP-17

does not orovide for cualified oersonnel to perform hydro tests.j

4

s
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SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION G01-301

' O Ug M
'*

" "5'"''"''" '" "'"
-

QUALITY ASSURANCE (1) CAR No. 8-222-*

company coaaecrive AcriaN aceoaT <2) REvlSION o
(3) ORG ANizATION (43 QEF REQUIRED (S) RESPONSE OUE DATEBEC Ouality Assurance C vs3 ct) uO g 3.u .n

1 > sc.wn.e'n ec psAp. p. / 4"- .~. RARA.
Ame

c., e- c.
| 9 5.1.(B).

(T) DESCRWTION OF CONO4 TION AOvERSE TO QUALITY
The above reference docurent recuires individuals cualified as auditors to
carticioation in one audit as an auditor in trainino under the cocnizance of a
laad auditor. Contrarv to the above there is r.o ob_iective evidence that STP
Site Oualified Auditors carticioated as an auditor in trainina orior to their
cartifica+ inn as auditor.
Tva-nlas ara- (saa attached sheet)

^
.

. .

$$&y S }'''"'*7AM>"X"W L (Gum i **"wwn'
'f d g / /

.

(10) REMEDIAL ACTIO N

2

.

111) SIGN A TU R E D AT E: (12) E F F ECTiv E O AT E:

_ (13) CAUSE OF CONO8 TION

(14) CORRECTIVE ACTION TO PREVENT RECURRENCE

|

|

.

(IS)-R E VIEW AND APPRO V AL OATE, ging EF F ECTIVE D ATE;

.

k Nhb ! $

4 tJ b
C REJECT

*
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HLF.P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. O-222.

(2) REVISION 0

AUDITOR CERTIFICATION AUDIT NO.NAME
DATE DATE

S. Mittal 10/18/82 15-82/A13.1
D. Lattimore 11/9/82 5-82-B2.1 (5/82)
D. Lucy 7/21/82 5-82-A15.1 (5/82)
G. Morcan 11/1/82 14-82-A12.1 (8/82)

NOTE:
The audit recorts issued for the above audits list the individuals ...

as auditors.

.
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SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION G01-301 I.,

g { HOUSTON LIGHTING & POWER
'

,,

QUALITY ASSURANCE (1) CAR No. O- 22 3company
. (2) REVISION OCORRECTIVE ACTION REPORT

(3) ORGANIZATION (4) DEF REQUIRED (5) RESPONSE OUE DATEBechtel QA Department t 3 vEs Cm NO o3.n.ra
1 > ee -- ~ ' ' 'o '^' ' o " " ' " -see continuation sheet see continuatiori'sRiet

(7) DESCRIPT40N OF CONDITION AQVERSE TO QUALITY

Bechtel's quality related imolementing procedures do not adequately incorporate
prograr=atic requirements. see continuation sheet for specific examoles.
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n) REFORTEO Ev:

"'"'y 9 1 V R J L Q s n p i fhwr3
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(10) R a!M E DI A L ACTION

2

..

(11) SIGN ATUR E DATE: (12) E F F E CTIV E D AT E:

(13) CAUSE OF CONDITION

(14) CORRECTtvE ACTION TO PREVENT RECURRENCE

.

. .

(153 REVIE W AND A,, ROV AL 8 O ATE: 416) EF FECTIVE DATE.
!*

ii r, sLS, io..T A rD a

o accErr jsu,ERvisOa
, O A r E.

r--' a E d CT-
...,VE .F.C T.c .ER.0 - EO ... ..T

; ,U.E
V ,OR e A rE.

F U P.S A T
4191 HL SP QA CLOSU R E.

DA!E

_ - . .



*

*s .-

.

5Page of

HL&P OA CO ARECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. 8-22 3

(2) REVISION 'O

BLOCK (6) DOCUMENT VIOLATED
.

1) ANSI N45.2, section 3 (Organization), states in part, " Persons and

orcanizations nerforming ouality assurance functions shall-have

sufficient authority and organizational freedom to. . . control

further orocessing, delivery, or installation of a nonconforming

item, deficiency, or unsatisfactory condition until proper
dispositioning has occurred." '

-

2) ANSI N45.2, section 1.4 defines Quality Control as "Those quality
'

assurance actions which provide a means to control and measure

the characteristics of an item, process, or facility to established,
requi rements . "

.
.

3) BEC PQAM, section 7, paragraph 7.5.1 states in part, "Using the

receiving inspection quality control instructions, the PQCE and

staff perform receiving inspection activities that include, as a

minimum. . . replacement of protective measures removed during -

receipt inspection."

4) BEC PQP:1, section 10, paragraph 1.7 states , "The personnel quali fica-

tion orocedures include provisions to maintain and perindically

review records of inscector's qualifications to ensure that they
i

_

are kept current." ~ '

l
'
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HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. 8-223

O(2) REVISION

BLOCK (5) 00CUf1ErlT VIOLATED
.

'

5) BEC POPil. section 12, caracraoh 1.1 states, "Insoection procedures

reouire that the insoector check calibration labels or tags as well

as accarent orocer functioning of the instrument prior to use to

assure that the calibration period has not lapsed and the

ecutoment is in orocer working orcier."
.

, ..

6) BEC POPfl. section 16, caragraoh 2.1 states in part that the

"Proiect GA tlanacer or his designee is responsible for monitoring

the results of the orojects corrective action program" and that

"He reviews and analyzes Engineering design deficiency reports and

trend reports, for indications of conditions which may require

corrective action." -

.

PG A-C64 611,3 2)
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HL&P OA CORRECTIVE ACTION REPORT CONTINUATf 0N

(1) CAR NO. N-22 3

(2) REVISION O
.

BLOCK (7) DESCRIPTION OF CONDITION ADVERSE TO OUA1.ITY

li Contrary to the recuirements stated in items 1 and 2 of Block 6,

neither BEC's OA orocram or WPP/0CI-34.0 (Organization and

Resconsibilities) orovide authority and organizational freedom

for the Proiect Ouality Control Engineer to control further

crocessino, etc. (Stoo Work Authority) .

.

..

2) Contra ry to the reouirement stated in item 3 to Block 6, the

BEC receivine inscection auality control instruction WPP/QCI-4.0,

Rev. I does not require the POCE and staff to-verify

"reolacement of protective measures removed during receipt
inspection."

'

.

3) Contrary to the requirement stated in item 4 of Block 6.-

WPP/0CI-8.0, Rev. 2 does not include provisions for a periodic

review of insoectors qualifications to ensure that they are

keot current.

4) Contrary to the reouirement stated in iten 5 of Block 6,

OCI-2.4 and WPP/CCI-2.2 do not require CC inspectors to

check calibration labels or tags, or apparent proper functioning

of calibration instruments.

-
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HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

p.-

(1) CAR NO. N-223

(2) REVISION d

BLOCK (7)
. DESCRIPTI0ft OF C0flDITI0fl ADVERSE TO'0UALITY

5) Contrarv to the reouirement stated in item 6 of Block 6,

P0AP-7.10 does not reouire Enoineerino desien deficiency reports

or trend recorts to be reviewed / analyzed for indications of .

conditions which may reouire corrective action.

..

I

J

i

.

PO A.C64 L11,3 21
-

+

- - . - ,- ,, , . - _ . _ -



_. -

, - 4f c
=

,

*

HOUSTON LIGHTING & POWER
* r

SOUTH TEXAS PROJECT ELECTRIC GENER ATING STATION
.

OUALITY ASSURANCE loNNO.k
DEFICIENCY NOTICE 2 REV. O

3 ORGANIZATION
4 OAT ISS O 50ATEOU

-

Bach +=1 nA nanar+-an t I [/4 8 8//1/G.56 00CUMENT VIOLATED 7 REVISI@N 8 PAH A.
BEC P0AP-5.1 0 4.1.1. D9 DESCRIPTION OF OEFICIENCY

I
See Continuation Sheet

.
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10 INITI A TOR
OATE

AV h A NA0/ lbb b$f11 REVI W APPROV A
DATE

C Lo s e 3
12 PEpq0dN twuuu s ire 'Po ne .o/> v/f3

ONTACTED # POSITION OATE
L'.

13 R EM EDI AL ACTION

2

14 SIGN A TUR E
DATE IS EF FECTIVITY D ATE

| 18 R ESPONSE ACCEPTANCE-INITI ATOR DATE 17 SUPERVISOR APPROV AL DATE

3
18 VERIFICATION PERFORMED BY DATE

,.

C AR NO.

19 O A CLOSURE - INITIA TOR DATE REVIEW & APPROVAL DAIE

20 CC LIST

b*.

L.w. h'nksr *

T f. Isrstc4
.
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HL&P OA DEFICIENCY NOTICE CONTIt!UATION
. I

*

(1) DN NO. o/0
(2) REVISION O ~

BLOCK (9) DESCRIPTION OF DEFICIENCY

n.

BEC PQAP-5.1, Rev. O, paragraph 4.1.1.D states in part. . ."The

notification memorandum for scheduled audits shall contain. . . entrance
fand exit rFaeting, and schedule dates. . .".

' Contrary to the above, BEC notification memorandum's do not list
-

.

schedule dates, (only date referenced is start of the audit), or

address the entrance or exit meeting.

.

.

. . , .. .. .y 7 - ----- "
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HOUSTON LIGHTING & POWER

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
, . .

QUALITY ASSURANCE dM~

10N NO.
DEFICIENCY NOTICE 2 REV. @

3 ORG ANIZATION
4 Q A T E /SSUEA SO A}E OUp| Bechtel QA Department Z[gg[[g3 8//7/gg

- G OOCUMENT VIOLATED 7 R EVISION SPARA.
BEC P0AP-3.5 Interim 5.2.F9 OESCRiPTION OF DEFICIENCY

~ _1 See Continuation Sheet,

. .

.

..

10 INITI A TOR
~

Lu, am 245ks
OATE

11 REVIEW & APPROVAL Q O A'T EWY h $ dOWD */J Wf312 PERS . CONTACTED # POSITION DATE.NJ. Ihu0lt s, tTE. ~PQ E ohy/33
13 REMEDIAL ACTION

2

14 SIGN A T U R E OATE IS EFF ECTIVITY O A TE
e

10 RESPONSE ACCEPTANCE-INITIATOR DATE 17 SUPERVISOR APPROVAL OATE

3
la VERIFICATION PERFORMEO BY DATE C AR tv 0.

IS G A CLOSURE - INITIA TOR DATE REVIEW & APPROVAL OAIE

20 CC LIST

* * Yb

L.D. Hu4r -

15. SSTzuA

PG A -CSS iIC*S?'

.. .

mm.
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f HL&P QA DEFICIENCY NOTICE CO?lTINUATION '.

(1) on No. O//
'

(2) REVISION M
- *

, .

BEC PQAP-3.5, section-5.2.F states in part, "The PQAE shall:

eview previously established trends on a quarterly basis to
-

.. .

assure 'effectivity of corrective action and recurrence control.

.Results of this review shall be documented in the PQAE daily

log with appropriate actions. . ."

Contrary to the above requir'ement, the PQAE is not maintaining
.

|

a daily log in which to document results of the required review.
.

'

e

e

e

_.

.

._

#
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lo, ,. HOUSTON LIGHTING & POWER''

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
.

3 ..

f- QUALITY ASSURANCE Oh
|

. i oN No."

DEFICIENCY NOTICE 62 REv..

3 ORGANIZ ATION 4 OAT ISSU O SOATjDUEjBechtel 0A Departirent 2.(// M 3-7/65/f6 DOCUMENT VIOLATED 7 RE VISION 8 PARA.
BEC PQAP-7.13 0 3.1.1

9 OESCRsPTION OF DEFICIENCY

1

See' Continuation Sheet
.

.
. .

. ..

10 lNITI ATOR 6

; Q9u, %w z/23/gg
DATE/ /,

11 REVIEW & APPROV AL G DATEA d R L ,$ s % . & n as a 74 /13
'

12 P ER SO M C O N T A C,T Ep / POSITION DATE
~

k'.Ik)/hicl/k_ sen- 7ocE G4y/sx
-

13 REMEDIAL ACTION

2
-

t

4

i

14 SIGN A TUR E DATE 15 E F F ECTivlTY D A TE

16 R ESPONSE ACCEPTANCE-INITIATOR DATE 17 $UPERVISOR APPHOV A L DATE
'

3
18 VERIFICATION PERFORMED BY DATE C AR NO.

19 Q A CLOSUR E - INITI A TOR OATE REVIEW & APPROVAL OAIE

80 CC Li$T

N.4. Mkal
L. W. MitesT
*S. S. SSTs u A

.

.

o PC A -059110. 3 21

e *

.m ee a e s.
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HL&P QA DEFICIENCY NOTICE CONTINUATION
'-

,

(1) DN NO. (3) / Z-

(2) REVISION d)

..

,

' BEC PQAP-7.13, Rev. 0, paragraph 3.1.1 states in part, "The Site PQAE,
*

__. or. designee, shall review BEC WPP and QCI and contractor QA/QC and -

contra [ tor safety-related work procedures prior to issuance for
'

' reference to applicable documents. . ." *.

.

.

BEC WPP/QCI-2.1, Rev. 3, paragraph 4.8 through 4.8.3 states, "The
-

i

standard format (for procedures). shall include purpose, abbreviations

and references."' '

~
.

(

! Contrary to the above requirements, the following procedures do not

have a reference section and do not make reference to applicable-,

documents:

WPP/QCI-2.3, Rev. 2 f6 h j)tpc, .-
:

,
j --QCI-2.4, Rev. 2' .

WPP/QCI-24.0, Rev. O. '
.

"

QCI-28.l', Rev. I' /
.

WPP-12.1, Rev. O
t

I
'

.

t t

y -

,, ,

b

< , ~.- . -. , ,. ..
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, HOUSTON LIGHTING & POWER

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
e

*,

QUALITY ASSURANCE Oh'
'

, ON No.

DEFICIENCY NOTICE 2REv. O
,

3 ORGANIZATION 4 OAT IS O SOATE OUEj j

Bechtel QC Department L j .3h-7 /Qf.6 OOCUMENT VIOLATED 7 nEvis40N 8 P A8 A.

BEC 001-2.6 1 5.5
9 OESCHiPTION OF OEFICIENCY

-1

See Continuation Sheet

.

..
,

10 INITI A TOR OAT,

'

il R EV!EW.& APPRQV AL U OATE
. fn M UJV WAWPJ

12 PERSOgNNTACTED # POSITION OATE
AA&M A J 7%t-s z - zV-8/' /sr

_

13 R EMEOl A L ACTION *

2
*

14 SIGN A TUR E DATE IS EF FECTIVITY D A TE

16 H ESPONSE ACCEPT ANCE-INITI ATOR DATE I7 3UPERVISOR APPHOV AL DATE

:3 is vEntplCAriON PEnFOnuEO aY OATE g g Can No.

19 O A CLOSUH E = INITI A TOR DATE REVIEW & APPHOV AL UAIE

20 CC LIST

bfbk. .

t.id. NM.cr .

'T L. is rtiL A

.

PO A .CS S 18 0 '8:

.. .~. . , . . -
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HL&P OA DEFICIEtlCY NOTICE C0!! tit:UATIOff

(1) DN tt0. D/F
(2) REVISI0tt O

BLOCK (9) DESCRIPTI0ft 0F DEFICIEllCY

Paragraph 5.5 of the referenced procedure states.
"

Upon satisfactory completion and acceptance of an NCR disposition,
'

the QCE shall stamp on the applicable document (s) with an " Accept"

s tamp . " -

Contrary to the above, the following is a list of closed-out NCR's

which do not have QCE stamps.

BC-00077 BP-C0084 DJ-00001

BJ-00013 BP-00091 DP-00004

BH-00027 BP-00093 0P-0001)

BP-00002 BP-00099

Additionally, a conflict exists between the above procedural

requirement and WPP/QCI-5.0, Rev. 4, Block 31 of Appendix 1

which states. "The applicable Project Field QC, . . personnel. . .

shall sign and record date of signing. . ."

.
-

..m



- . .. -

*

HOUSTON LIGHTING & POWER, ,

SOUTH TEXAS PROJECT ELECTRIC GENERATING STAT,10N
.

QUALITY ASSURANCE 10N NO.
DEFICIENCY NOTICE O. 2 REV.

3 ORG ANIZATION 40Af a U O
50 A T[E OU EjBechtel OC Deoartment b 3 /7/gg2 /83

6 OOCUMENT VIOLATEO 7 tTEV 6SION 3 PARA.
BEC QCI-2.4 2 3.2/4.2

9 DESCRIPTION OF DEFICIENCY

l See Continuation Sheet

.

10 INITIATOR
DA TE/ /.a dAu<- Hz5/45

11 REEVIEAAJL $L aaL A
& APPROV AL Q O*TE

2-/w/r312 PERS CCONTACTED # POSITION DATE
/WWA/AA J &*$ S'S A, , . , , - - . --

_

.

13 R EMEDI AL' ACTION

* * (

.

.

!

14 SIGN A TUH E OATE IS EF F ECTIVITY O A TE

10 H E5PON5E ACCEPT ANCE-INITI ATOR OATE 17 $UPEHVISOH APPHQV AL DATE-

3 is vERIPiCATiON PERFOnut0 av 04TE CAs NO.

19 O A CLOSUR E - INITI A TOR OATE HEVIEW & APPHQVAL UAIE
.

20 CC L15T

||.N. l04LktA
| L.ld. ||als7

.

.T.L. &ST2Li A

|

|
P o s . c s , e t s e t..t

i - a n
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HL&P QA DEFICIENCY NOTICE CONTINUATION

(1) DN NO. O/

(2) REVISION O

BEC QCI-2.4, Rev. 2, PCN #3, Quality Control Surveillance / Redundant
'

' Inspection Instructions.. . .

Paragraohs 3.2 and 4.2 state, that concerns developed during surveillance

reviews and redundant inspections "may be conveyed (to the contractor /-

constructor) verbally, but shall be followed by written notification,

with a formal reply within five (5) working days defining action taken

or action intended to resolve the problem."

Contrary to the above requirement. . formal mplies from the

contractor / constructor are not being received within five (5)

working days. A group of surveillance inspection reports, identifying

concerns was transmitted to the contr' actor / constructor on 11/29/82
? (ST-YQ-QS-00154) and the formal reply from the contractor / constructor

was not transmitted until 12/22/82(ST-QS-YQ-00136).

6
.

'

. -
5
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HOUSTON LIGHTING & POWER
.

, ,

SOUTH TEXAS PROJECT ELECTRIC GENERATING STA, TION

QUALITY ASSURANCE i ON NO. _ 0 2 3
DEFICIENCY NOTICE REv. o

3 ORG ANIZATION 4 O ATEf 6Sp u E O SOATE OysBEC Quality Assurance 3/, /g 3 g
6DO M NT VIOLATED 7 REVISION 8PAHA.

0 3,13
9 DESCRIPTION OF DEFICIENCY

1 The above document requires selected Quality Surveillance Plans to be evaluated
by performing an in-depth review for:

.a) Accuracy of translation of drawings / specifications;
b) Basis for determining inspection level

.

No objective evidence is available to show that any Quality Surveillance Plans have
received this additional evaluation after initial approval.

b WZ$f83,

'

11 REVIEW & APPROV AL L./ DATE

b h* YYb12 PERSO CON CTED '
P ,ggTION . DATE

/1. N. MA-E. -/hd,J,

13 REMEDI AL ACTION

2 None - This selection is based or a determination by PQAE during regular review
whether the complexity of the items and related plan requires an in depth review.
To date, none of the PSQD originated plans are of that nature.

14 SIGN A TUR E DATE 15 EFFECTIVITY OA TE
Lfkh fk .;L-23 $) N|A

s

10

3PON 55$ CCEP T ANCE-lNITI ATOReri Qumtks|TE &CAWG V'.10/0
E A 17 $UPERVISOR APPH DATE

<$- 85

[ATISF ACTORY0unsArisrAcroav / ' #4 5
19 0 A CLOb' R E ,- IN$ITTOR G DATE REVIEW & APPHOV OAIE

oa, we 3NG5 d J. W v .34 /P3,
2o Cc Lisi () M ]% Rigsh C4HWM4EOu 'M/S3
II. A.dALW2
L.tJ. Aufsr

'

1.2.EsstLLA
6. Dorfrs?st
OL. Fouss.

K
PQ A 09 9 (12 '9 7

. . . . . . -** *
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HOUSTON LIGHTING & POWERi ** *

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
*

QUALITY ASSURANCE g on nO, _dd
DEFICIENCY NOTICE 2 REv. o

3 ORG ANIZATION 4OA E ISSUE SOATE Ou
BEC Quality Assurance 4 kr /83 #ff,

6 OOCUMENT VIOLATED J T R E NN SIO N 8 PARA.
POAP 4.3/PODM annandiv a 0/2 4.1/6.1

9 OESCRIPTION OF DEFICIENCY

The above reference documents conflict as to when the Division Manager, Quality1

Assurance,- approves revisions to the Project Quality Program Manual:

a) PQAP requires all Bechtel approvals prior to HL&P approval

'b) PQPM requires Division Manager QA approval subsequent to HL&P approval.

NOTE: POPM, Rev._3 submitted to HL&P orfor to Division Manaaer 0A accroval. .

10 INSTIATOR Lj % zAths
OATE

t*R %
11 REVIEW & APPROV AL Q g / __)

OATE//J
12 PERSON CMO* TACTED

-A. A fHv' W/
Ka 95O 5c.

P ON QATf
a-te-a 1

13 REMEDIAL ACTION

2
PQAP states " approval" this is accomplished and documented by use of DRN, the PQPM
states " concurrence" not approval. There is no conflict, however, PQAP 4.3 paragraph
4.1 will be revised to clarify by adding the Division Manager of QA concurrence
function. ,

r

14 SJIGATU
| 6/ ~ ~

OATE 15 EF F ECTIVITY D ATE
.;1. 2r 53 4-15_a3i

@16, kM Vaks a s *OR A9FP nWe3
ESPONSE ACCEPTANCE-lNITIATOR DATE. 17 suPERVis G' 'L DATE

'3 18.V ERIFICATION PER FORME Y DATE # / CAR NO.

19 QA CLOSUR E - sNITIATOR DATE REVIEW & APPROVAL OATE

20 CC LIST

A. A.k)ALWfR
L.w. R Rsr
3.5. SSTELL A
8.Dorrree4
C..PO45L

poA-essil n .

.
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QUALITY ASSURANCE g on No dd* a

',s ODEFICIENCY NOTICE 2 REV.

BEC uality Assurance g g
7 REVISION 8 PARA.6 00CUMENT VIOLATED

LAQADP 8.2 (STP) 5 5.2
9 DESCRIPTION OF DEFICIENCY

;

1 The above referenced document requires the organization / group providing training :

(i.e. Units 1, 2, and 3 from training manual) to notify the QA Manager / Audits
in writing the names and employee numbers of personnel completing prescribed
training for input into the personnel data system. There is no objective
evidence to show this information has been provided.

.

f hzkJ
'1') R E V I E W & A P P R O V A L DATE

W- hWV WYh
12 PERJSNC ACTED POSITION OA T E'

/T./ Poke 3-t9-93
13 REMEDIAL ACTION

,

The QA/ Manager Audit will be notified in writing of the completed training
2 rsquired for Unit I Unit II, parts one, two and three. However, it is not the

Project's responsibility to comply with Unit III because paragraph 5.2 states:
" organization / group providing the training." The Project does not provide BPC
Uniform Auditor Training," that is provided by the QA Manager / Audits or his designee,

i

14 SIGN A TUR OATE 15 E F F ECTIVITY D ATE

.[ ;z. a.S-43 3-18-83
i

16 SPONSE ACCEPTANCE-INITIATOR ATE 17 $UPERVISOR APPROV A DATE

W M b LLAta- z 9|A5 d A PA .7V/Oz,

3 / '' C A R N O .is VERIFICATION PERFORMEDg DATE
S ATISF ACTOR Y0uNs ATisF ACTO R v,

_

19 O A CLOSUR E - INITI ATOR DATE REVIEW & APPHOV AL DATE

I 20 CC LIST

l n.A.WAW22
LW. Msr
5.f. is-rsue
8.borrac4;

0.VOU6L
PQ A 059110,'8 2:

-.- . . .,

-...:,.. -

. . . .

. . , . .g, . n 7,;, . ;.y . . j, a ,,,, .,,. . , , , , ,.,, , , . , ,, . ,, g., i,g,,,, . g., ,,.. .e. .
_

. ,, ,,
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HOUSTON LIGHTING & POWER~' s
SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION

s

'

QUALITY ASSURANCE g on no. dM
'

DEFICIENCY NOTICE 2 REv. O

~3 0aG A N12 ATION 4 0 ATE SSUEO SOATEOug
BEC Ouality Assurance kl 163 M/A6 OOCUMENT VIOLATED 7REVIOON 8 PARA.
PQAP 3.5 Interim 5.2.5

9 OESCRIPTION OF DEFICIENCY

1

The above reference document requires that Quality Surveillance Discrepancy Reports
be included in the Trending Program.
Surveillance Discrepancy Reports were being trended.There is no objective evidence that Quality
.

.

. M [bil REVIEW & APPROV AL (f
$$ W ].[f DATE

W//h~

12 PERSON CONT 'TED -

POSITION O A T E/KM 7624t 2- /bb
'

13 R EM EDI AL ACTION

Since the effective date of PQAP 3.5 only (1) one S/R closed QSDR has been2
received. This docucent was reviewed and " trended" during the audit, no trends
identified. As part of revision "0" to PQAP 3.5 clarification will be added
to paragraph 5 (a) to indicated only Closed QSDRs are subject to trending.

' 14 SIGN A TUR E DATE IS EFFECTIVITY D ATE[[ L 2r-fr3 3-15-83,

16,ysPOf , E ACCEP NCE-INITIATOR O TE
17 SUPER VISOR APJJ+ML_ OATE

|{.h] b W3 =

18 VERIFICATION PERFORPdfj) SY DATE
Os4TisrecToRv0u~s4TisracToa / / CAR NO.

#
r!

'

19 O A CLOSUR E - INITI AToR DATE REVIEW & APPHOVAL DATE

20 CC LIST

H. A.h) ALM
L.W. kesy -

3.5. ISTEll A
1%. b e r r a b R.

C . Fous a. y
90 4 .c$9 110.'82'

_ . . , .~

m.. + - - -
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HOUSTON LIGHTING & POWER

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
*

QUALITY ASSURANCE g ON NO, dS 7
DEFICIENCY NOTICE 2 REv. o

3 ORGANIZATION 4 Om T E ISSUED 50 ATE OUE
BEC Quality Assurance I f63 kA

6 OOCUMENT VIOLATED 7 REvaStON 8 PARA.
PQAP 4.3

0 4.1
9 OESCRIPTION OF OEFICIENCY

1

The above reference document requires that applicable sections of the Project Quality
Program Manual (PQPM) be transmitted to Engineering, Procurement and Construction
for review / comment prior to issue. There was no objective evidence presented which
'shows that PQPM, Rev. 2, Sections 2, 3, 15 and 18 were reviewed by Construction-prior to issue.

% 2 b311 REVIEW & APPROVAL

s'. a. W 3/fr3
DATE

12 PERSON CONT TED POSITION DAT<E$k
,

' IQ kE_. 2."lE N
13 R EM EDI AL ACTION

; _2 None required, these revised sections as referenced above were reviewed and a
'

determination was made that the changes were not applicable to construction,
| however, PQAP 4.3 vill be revised to clarify the condition which requires revised'

sections of PQPM to be coordinated on DRN to appropriate departments. Future
DRNs will be issued to reflect the clarified PQAP.

.

i

14 SIGN ATUR E DATE 15 EFF ECTIVITY D A TE[ =2 - 28"I.3 4-15-83. .
"

16 ESPONSE A CEPTANC INITIATOR A TE 17 SUPERVISOR APPROV OATE

b k3
18 VERIFICATION PERFORMEDy DATE

. . r

[ ' (AR NO.

19 OA CLOSUR E - INITIATOR DATE REVIEW & APPHOVAL OATE
f

20 CC LIST

bh* .

'

L.W. Hdsr
d.f. Esma

-

B. krrtbRc

; C.FouSE. xno. os,n:.u;
*. ., -.
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REVAMPED SOUTH TEXAS PROJECT SHOWING STRONG SIGNS OF RECOVERY*

A major extant lawsuit, squabbling among partners and a perhaps lingering bad reputation aside, the
South Texas Project appears to have been removed from its former position among the most troubled nuclear

'

; plant projects in the U.S. While this assessment, not surprisingly,is held by the lead utility,llouston Lighting(
& Power,in the consortium building the two 1.25041w PWRs, it is shared by NRC staff. "The progress they

* have mode to d' ate has been significant," said a top NRC staff sourec, noting that such a conclusion was reached
in general in Nureg 094S, a recently issued inspection by NRC of a design review of the project. "I don't want
to go out on a limb and say it's a model project," the NRC source said, "but it has all the makings of being an
effcetive program they have there. Only time will tell once they get into full swing how well their program
works."

By full swing he was referring to complete resumption of safety.related work, re initiated in part last
August after lillP voluntarily halted such work after the discovery that the project was being strangled by a
luk of progress on nuclear engineering by then architect-engineer Brown & Root, since replaced as a.e and
constructor by Deehtcl and Ebasco, respectively. Not only have the principal contractors been changcJ, but
so too has lilAP. "It's almost a whole new project," said one source.

Since October 1930 illAP has established a host of new positions and departments to manage South
Texas and interface with the new contractors, including a vice president of nuclear engineering & construction,
a vice president of nucIcar operations, a quality assurance manager, a site construction, manager, a project ensi '
neering manager, a nu'elear licensing department (formerly part of the nuclear se'rvices department), a genera!

,

manager of nuclear engineering (with a-e and previous nuclear utility experience), and an engineering assurance
. .* ,

organization.
Thislast entity is described by a source as "a blue ribbon high-powered audit team that reviews IILAP

.

and the contractors." It consists of three utility per',ons with rio prior experience at South Texas working with
Stone & Webster in an engineering oversight capacity. The source noted that distinct potential exists for clashes
between major competitors Stone & Webster and project a-e Bechtel as one checks the work of the other, but'

' " ' " ~ ' 'f""m 1.::v w ,:.nthat the two firms" agreed at the highest levels to work,together.". f .c m &w
, .

. . x.. v. . . . .
i .us o ; - . ..>a.

m ithe experience level of the new contractors and in-house staff added by_HIAP,is men.tioned, repeated'y
-

as a major factor in the project's revival. Noting Brown & Root's relative inexperience in large scale nuclear;

a plants at the time it took on the South Texas job, a source said, *1 Brown & Root concentrated on areas tha,t
i

it was familiar with, which,was not the nuclear side." In fact, the,,Quadrex Co~rp. sgdy oQiay,.19,8,1 which,
,

-

1

h i l ted
. formally documented the poor progress on the project was sparked by HIAP's discovery,t at nuc e,ar.r,e a ,

L .. construction was stymied by the absence of real movement on nuclear engineering.L .. ogy .4, y
y ....The fact that so little had been,done on the engineering side turned out gbe,an ad, vantage to Bechte,1,'

lf h rather than te, medial posture, with,the same holding,
.,,one source said,in that it could take a relathe y restrue even ::2 ore for Ebasco. To date, remedial work has been primarily in engineering, with only a small amount

,of act,ual, mater,ial,, hanges. Full resumption of sifetk.{ elated work is expected by'mid-surnmerw,myc d"
.In addition to its executive, top managerial and auditing changes, HIAP has added a number of "seaspne!

'

engineers to develop what a source called system engineering capability; these engineers, the source ,said, h{ie
,

-,m . . ,g
,

. ye ^

broad experience so that nuclear and non-nuclear positions of the South Texas units are approached from a more
lit'egr'ated sta'n'EE. ""T N*" "WWI''l#. 'M # ***"" '#" *** d"" 8 M

7'F Y ' f , , . -
*

~

'

. JN The' latest estimates showhdt 1 S be'48scomp1it'id,$ith D'eEchEber"1986 asthiNrg*et date $r 'co^m.
-- ,

~

. ' : 'Fpletio'n'. Th'e"flgi res for' unit 2'aie 26$and DecemSEr l'988. While thEprojec"t'g'ois (6tWrd', sdloo' dies's law.
'

'

D. N WTif by HIAP and its project partnersyninst Bro %" Roof add its fare'nt Ha!!!burt5n'for'de! sis ist@*oject.
-

! - ** * T * "'' * "" ^" "*i -

i That suit is stillin the discovery phase.
Summin'g'up his view of HIAP's role'ir[S'oEth Tei s,

$RC sYur'ce s'ahl,'"deNii rn'uYdifferent
o

UM^

s't' tit'ude than previously, but after you've be'En bestesov'er thi hesif aim 6ch as t! icy ~have thds bound to#* ''

"_ happen." Rob Laufer,New York " ' . . ' . . ' . ' " . . . " . " . " . " . . * . . . * *. . . . ' . " . ' ' . . .,"'

, NUCLEONICS WEEK - Erch 24,1983
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ST-HS-YQ-00265
File flo.: 012.8

Q16.4

Mr. L. W. Hurst
Project QA Manager
Bechtel Energy Corporation
P. O. Box 15
Bay City, Texas 77414

SUBJECT: SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
PROJECT AUDIT REPORT NUMBER G08-301

Dear Mr. Hurst:

Attached is the Project Audit Report for Ebasco Quality Assurance /
Quality Control Activities, Audit Number G08-301, conducted on February 16-23,
1983. The results are summarized as follows:

.

No. of Items Reviewed: 1406
'No. of Deficiencies: 25
'No. of Concerns: 3
'f:o. of CARS: 5
'No. of DNs: 9

Concern number one (1) requires a response; please submit your response
to me by April 18, 1983. If you have any comments or require additional
information, please contact Mr. M. S. Monteith at extension 2359.

Very truly yours,

< W*

H. A. Walker
Project QA Manager
South Texas Project

HAW <l cf
Attachment

.

e
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Houston Lighting 1 Power Company

Mr.- L. W. Hurst-
,

ST-HS-YQ-00265
Page 2

cc: G..W. Oprea, Jr.
J. E. Geiger
D..G. Barker
R. J. Maroni
S. M. Dew
J.-W. Williams-
R, L. Ulrey
E. A.. Turner
A. R.' Beavers
'J. G. Dewease
J. H. Goldberg
L. B.'Horrigan
R. P. Murphy,

.

M. S.- Monteith
'D..T. Krisha (BPC)~.

B. L.~ Lex (BEC)
R. W. Miller (BEC)
K. R. Dotterer (BEC).

-B. R. McCullough (BEC)
C. L. Hawn (ESI)'
Audit File G08-301
'STP/RMS-SRC.(w/oattachment)
Site Library
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[: SOUTH TEXAS PROJECT AUDIT REPORT

~

AUDIT NUMBER: G08-301 AUDIT DATE: February 16~- 23, 1983
-

Ebasco Quality Assurance / AUDIT TEAM:
Quality Control Activities

M. S. Monteith Lead Auditer/ Team Leader
AUDITED ~0RGANIZATION: S. K. Hubbard Auditor

J. W. Estella Auditor
Ebasco Services Incorporated T. H. McGriff Auditor

. PO Box 1647
Bay City, Texas 77414

S 8 8
Lead Auditor ~Date

'

-

!

PRE DURING POST
PERSONNEL CONTACTED: AUDIT AUDIT AUDIT

R. A. Cummings, Jr. ESI QA Site Supervisor X X X
R. G. Peck ESI Lead QA Engineer-Site X X X
F. E. Williamson ESI Lead QC Engineer-Site X X

P. L. Boortz ESI QA Records Supervisor X X X

-J. B. Cleere ESI Quality Training Coordinator X X X
R..P. Grippardi ESI QC Site Supervisor t. X X : X

.M. F. Perrin ESI NCR Coordinator. X-
K. A. Norris ESI QA Clerk X.

S. R. Dana ESI Civil Lead QC Engineer X.

R.-L. Elsey- ESI Civil QC Engineer X -

W. E. Davis. ESI Mechanical Lead QC Engineer. X
J. R. Shoop ESI QA Clerk- X
P._Higby ESI QA, Secretary / Clerk X

-B. Kasper ESI QA Records Specialist X '- i
C. L. Hawn ESI Quality Program Site Manager .X
R. L. Staymates ESI Mechanical QC Engineer

.

X
L. Wilhelm ESI QC Calibration Laboratory Supervisor _ X

'M. R. McCarthy ESI Asst. Quality Training Coordinator X

.0BJECTIVE OF-THE AUDIT:
'

-

.To . verify that Ebasco's Quality Assurance / Quality Control activities are programatically
in compliance with the project requirements. and that adequate procedures _ exist and are

p _being-effectively implemented.
'

DEFICIENCIES: -

'l. 'HL&P PQAP, Rev.1, Paragraph 12.3.4, states that " Calibration of measuring and test-
equipment is against standards that have accuracy of at least' four times the

' required accuracy of the equipment being calibrated, or when it,is not practicable,
have an_ accuracy that assures the . equipment being _ calibrated is within required
tolerance and that the basis of. acceptance is documented and authorized by
responsible management,

i

_._ _ . _ - __ _ - ..
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DEFfCZENCIES: (Conti.)
,

Contrary to this requirement, neither the Ebasco NQAPM, Section OA-III-13,
Revision 2, or QCP 12.1, Revision 1, require the basis of acceptance to be
documented and authorized by responsible management when the required 4:1
accuracy ratio cannot be met.

- .

HL&P CAR No. G-224 issued.

2. QCP,15.1, " Identification of Control of Discrepancies and Nonconforming
Conditions," Revision 2, Paragraph 5.6.10.1, states in part "After approval
of Conditional Release for a NCR item...a dated, initialed entry (is) made
in the QC NCR Log, noting the C.R. status."

QCP -15.1, Revision 2, Paragraph 5.8.1.5, states "The latest revision number
for the revised NCR shall be entered in the remarks column of the QC NCR Log."

Contrary to these requirements, entries are not being made in the QC NCR Log-
as required by QCP 15.1, Paragraphs 5.6.10.1 and 5.8.1.5.

HL&P CAR G-225 issued.

3. ESI NQAPM, Section QA-III-1, " Instructions, Procedures and Drawings,"
Revision 2 Paragraph 3.1, s.tates in part " Implementing instructions, procedures
or drawings for activities affecting quality at the construction site shall be
developed by the... Site Quality Assurance for their respective quality-related
function.

Contrary to this-requirement, the ESI Quality Program Site Manager issued a
"Stop Work". against the issuance of bulk safety-related materials to Ebasco
from Bechtel's warehouse by interoffice correspondence ST-QPSM-006-83. .This
method of . stopping work is not described in approved site procedures.

HL&P CAR No. G-226 issued.

4. ANSI N45.2-1971, "QA Program Requirements for Nuclear Power Plants," Section 6,
states in part that " Activities affecting quality shall be prescr.ibed by
documented instruc' ions, procedures or drawings...and shall be acmplishedc
in accordance with these instructions, procedures or drawings."

. Contrary. to this recuirement, QCP 6.3, " Quality Control Review of Incoming
Revisions / Changes to Bechtel Specifications and Procedures," Revision 0, was
issued to the field on December 21, 1982, but was not implemented until
January 31, 1983, even though numerous revisions / changes were made to Bechtel
specifications and procedures during the time period that the procedure
requirements were not implemented.

HL&P CAR G-227 issued.

5. ESI NQAPM, Section QA-III-6, "Nonconformances," Revision 2, Paragraph 4.2,
states "He:(the QC Inspector) shall document the satisfactory correction or
resolution of all nonconformances on the dispositioned Nonconformance Report.
This documentation shall provide sufficiently detailed information for
as-built documentation.
Contrary to this requirement, QCP 15.1, Revision 2, does not provide this.

i directive to Quality Control and QAI-004, Revision 2, does not direct
E Quality Assurance to review Nonconformance' Reports for this requirement.

-HL&P CAR G-228 issued.
L

k
~

L
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DEFICTENCIES: (Conti.)
,

6. QCP 16.1, ' Corrective Action," Revision 1, Paragraph 5.9, states "If the
'

- originating orCanization determines that the corrective action and response
is adequate and the report is closed, this shall be noted in the Log of
Required Corrective Action."

,

Contrary to this requirenent, many BEC, ESI and HL&P QFRs and CARS are listed
in the log as still open, even though the originating organization has closed
the item. Examples: HL&P CARS HG-38, HG-40, G-183, G-184 and G-185

HL&P DN No. 015 issued.

7. QCP 6.3, "QC Review of Incoming Revisions / Changes to B'echtel Specifications
and Procedures," Revision 0, Paragraph 5.2, states in part "The assigned QC
Engineer shall use.the Log for QC Review of Bechtel Specification / Procedure
Revisions (Attachment A)..."

Contrary to this requirement, the log presently being used by QC is not the
same log as depicted on Attachment A of the procedure.

HL&P DN No. 016' issued.

8. QCP 16.1, " Corrective Action," Revision 1, Paragraph 5.7.1, states that "The
written response (to the audit, surveillance or inspection) shall be
reviewed and approved by the Quality Control Site Supervisor prior to transmittal.
All written responses shall be transmitted under the signature of the QCSS."

8. . .

Contrary to this requirement, there is no objective evidence that the QCSS
was transmitting the written response by formal transmittals. The responsi-
bility for transmitting responses is with ESI QA as defined in QAI-006.

~HL&P DN No. 017 issued.

9. QCP 15.1, " Identification and Control of Discrepancies and Nonconforming
Conditions," Revision 2, Paragraph 5.2.2, states in part "The inspector shall
submit the Deficiency Notice...to the responsible Lead Quality Control
Engineer for this review and evaluation."

QCP 15.1, Revision 2, Paragraph 5.2.3, states in part "...the Lead QA Engineer...
shall record, sign and date his decision...on the DN..."

Contrary to these requirements, Deficiency Notices' (DNs) Nos. 006-C, 008-C
and 009-C were reviewed, evaluated signed and dated by an individual other

_ . than the lead Quality Control Engineer.

HL&P DN No. 018 issued.

10. QCP 12.1, " Calibration.of Measuring and Test Equipment," Revision 1
Paragraph 5.9.5.1, states "The original of the closed Deficient Controlled
M&TE Evaluation Report shall be. transmitted to the QA Records Vault and a
copy retained in the M&TE history file."

~

Contrary to this requirement, copies of closed Deficient Controlled M&TE
Evaluation Reports were not retained in all applicable M&TE history files.

.HL&P DN No. 019 issued.

J

s .%a . . - ig - F- Aww g - '"
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DEFICTENCIES: (Conti.)

11. . QAI-010. " Site QA Records " Revision 2, Paragraph 6.1, st tes in part "All
documents which are designated as permanent in Section 5.1...shall be transmitted
upon completion to the Ebasco Quality Records Supervisor for processing and
transmittal to Bechtel Site Quality Assurance..."

Contrary to this requirement, transmittal and processing of records is governed
by QAI-016 and turnover of completed packages to HL&P RMS and BEC is governed
by QAI-019. Neither procedure is referenced by QAI-010 nor are they included
in-Section 6.1.

' HL&P DN No. 020 issued.

12.' QAI-001, " Site QA Organization and Responsibilities," Revision 1 Paragraph 4.4.2,
states that "The NCR Coordinator is responsible for submittal of records
generated by the Site QA Group to the QA Records Coordinator."

Contrary to this requirement, the NCR Coordinator is not performing this
function.

- HL&P DN No. 021 issued.

13. ESI NQAPM, Section QA-I-3, " Personnel Indoctrination and Training Program in
QA," Revision 2, Paragraph 3.3, states in summation that the " Quality Assurance-

Engineering Department shall maintain copies of training lessons on file."

Contrary to this requirement, there is no site implementing procedure which
describes this responsibility. Copies of training lessons are kept on file in
the QA Training Department.

HL&P DN No. 022 issued.

14. QAI-004 . " Issuance and Processing -of Nonconfonnance Reports," Revision 2,
Paragraph 6.3.10.3, states in part "Upon request from the cognizant
discipline Lead QC Engineer, the NCR Coordinator shall transmit the original

. NCR Lto QC for completion of Block 26..."

Contrary to this requirement, the NCR Coordinator does not utilize a formal

L.

. transmittal to transmit the original NCR to QC for completion of Block 26'
(Acceptance of New Work / Rework / Repairs).

HL&P DN No.' 028 issued.-

[~ . -

. - . .

:15. ;0AI-007, " Reportable Deficiencies." Revision 0, Paragraph 5.4, states that.

- "The QAE shall submit a copy of the. memo (potentially reportable deficiency)
transmitted-to BEC to the NCR. Coordinator for filing with the applicable

--NCR and audit finding."

Contrary'.to this requirement, NCR No. CC-00286 did not have a copy of the memo:
of potential reportability 'in its.NCR file. ' A copy of the memo was obtained-
by:the NCR Coordinator and placed in the NCR file during the course of the

. audi t. .

No|-further action required,*

t

.

A
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. DEFkCIENCIES: (Conti . )

,

"

16.4
' QCP-15.1, " Identification and Control of Discrepancies and Nonconforming

!. Conditions," Revision 2, Paragraph 5.3.3, states in part "The responsiblep Lead QC Engineer shall maintain a copy of the DN sequentially in a binder
; ...

- Contrary to this requirement, the Lead QC Engineer - Mechanical was not
maintaining DN's in a sequential order. This discrepancy was corrected

I.. during the course of the audit.
1

t '

i - No- further action required. ,

i.'
17. QCP-15.1, " Identification and Control of Discrepancies and Nonconformingi

.

I ' Conditions," Revision 2, Paragraph 5.3.7, states in part ". . . in cases
2 where acceptable resolution of DN's is not accomplished in a timely manner,

a memo shall be issued to the responsible organization requesting action '

;

l; Contrary to this requirement, acceptable resolution of DN's is not being
: accomplished in a timely manner and memos are not being issued to the

,

responsible organization requesting action. This discrepancy was1-

identified and documented during ESI Audit No. EQA-028, Quality Finding Report
(QFR) No. 1. This discrepancy will be tracked and closed-out on QFR No.1 of

L- Audit No. EQA-028, pending satisfactory verification of action taken to correct
; discrepancy and to preclude repetition.
*

18. - QAI-004, . Revision 2, " Issuance and Processing of Nonconformance Reports,'.' i
j Paragraph 6.3.9.2, states that "The NCR Coordinator shall then transmit-

the.RDN along with the NCR original to the Senior Resident Engineer for;
,

, a revised disposition and shall enter the date of turnover in the NCR Log
j. under "RDN Out,SRE."

Contrary to this requirement, NCR No. FP-00082 hd oc RDN issued by BEC.

:but an entry was made in error in the NCR Lea under "RDN Out SRE." SRE4

: had requested the NCR to revise a section he was responsible for. Entry
.under ."RDN Out SRE" was lined 'through, initialed and dated during.the

*
4

: course of the ' audit"and an entry was made under " Disposition Log Out SRE"
b to track NCR No. FP-00082.
'

ENo further action _ required.
i

19. f QCP-12.1, '" Calibration and Control of Measuring and Test Equipment" Revision-
J1, Paragraph 5.2.1 states'"In cases where equipment i_s calibrated offsite by>-

. a.public'or private testing laboratory, ~the laboratory shall'be qualified and-
'

Lapproved in,accordance with Ebasco QA Program requirements."
'

1

Contrary to. this requirement,1offsite calibration' services are procured in -
:accordance with - ASP-3 and QAI-009 which does not require Ebasco -Vendor qual-

;~ ification as required by ESI NQAPM,-Section QA-I-5,r"QA Evaluation of Supplier,

- ( Con tractor. " This discrepancy was previously documented on-CAR'No.1 of ESI.
g Audit No. 83-01.. Resolution and closure of this discrepancy will be tracked

on CAR No.-1.-
--

;

' '
; .

'

.
-

9
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DEFICIENCIES: (Conti.)

20. QCP-12.1, " Calibration and Control of Measuring and Test Equipment",
Revision 1, Paragraph 5.5.8, states in part, ". . .the calibration
interval may be lengthened if the items history shows the equipment
to be consistently within the accuracy limits each time the equipment
is calibrated. The reason for change in calibration interval shall
be recorded on the Calibration Record Card."

Contrary to this requirement, the calibration intervals for ST-CC-0440,
0441 and 1064 were lengthened, but the reason for the change was not
recorded on their Calibration Record Card. This discrepancy was
previously documented by Ebasco on CAR No. 2 of ESI Audit 83-01 for
ST-CC-2281 through 2290. As a result of CAR No. 2, all Calibration
Records Cards u.e being reviewed and corrected, as applicable. This
discrepancy has been corrected for ST-CC-0440, 0441 and 1064.

No further action required.

CONCERNS:

1. QCP-6.3, Revision 0, "QC Review of Incoming Revisions / Changes to Bechtel
Specifications and Procedures" needs to he reviewed and actions taken to
do the following:

a. Upon receipt of a change / revision to a Bechtel specification or
procedure priorities must be established to expedite the corresponding
QCP change / revision when the Bechtel change / revision directly affects
QC inspection criteria for activities in progress,

b. Decrease the overall amount of time it takes from receipt of a change /
revision to a Bechtel specification or procedure until a corresponding
QCP change / revision is issued to the field. Changes / revisions to QCP's
are presently taking approximately four to eight weeks.

A written response to this concern stating what actions you.have
taken to improve this system for handling changes / revisions to QCP's
is requested on or before April _18.,1983.

2. -QCP-12.1, Revision 1, " Calibration and Control of Measuring and Test
Equipment," Paragraph 5.3.3., states that "The Calibration Laboratory is -
sufficiently isolated from potential sources of radiation, radio frequen-
cies and electromagnetic interferences to preclude adversely affecting
calibration activities."

.The Calibration Laboratory was not able to produce any-objective evidence
to verify this statement in the procedure. If this statement is not
verifiable then it should be deleted from the procedure or revised such-
that it can be verified.

3. QAI-004, Revision 2, " Issuance and Processing of Nonconformance Reports.,"
does not require or provide for:

-a. " Logging Out" when " Revised Disposition" is sent to QAE for concurrence
and " Logging In" when " Revised Disposition" concurrence from 0AE is
received.

.- _ ?
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JCONCERilS: (Conti.)-

.-

b. " Logging Out" for " Revised Disposition" when SRE requests NCR
be sent to him for revision ("NCR Status Log" requires an entry for
tracking return to SRE only when RDN is issued by BEC).

AUDIT SUMMARY:

The results of the audit revealed a satisfactory degree of adequacy and
implementation of the Ebasco QA program and procedures with the exception
of the deficiencies noted within this audit report. Ebasco's QA/QC

. activities were audited for compliance to the following 10CFR50, Appendix B,
criteria:

'
Criterion I urganization
Criterion II QA Program
Criterion XII Control of Measuring and Test Equipment
Criterion XIV Inspection, Test and Operating Status
Criterion XV Nonconforming Materials, Parts and Components
Criterion XVI Corrective Action
Criterion XVII Quality Assurance R'ecords
Criterion XVIII Audits

ATTACHMENTS:

. HL&P CAR No. G-224
HL&P CAR No. G-225
HL&P CAR No. G-226 b
HL&P CAR No. G-227
HL&P CAR No. G-228
HL&P DN No. 015

..HL&P DN No. 016

.HL&P DN No. 017
HL&P DN No. 018

-HL&P DN No. 019.

HL&P DN No. 020
HL&P-DN No. 021
HL&P DN No. 022
HL&P DN No. 028
ESI CAR No. l'
ESI: CAR No. 2

W

%

9
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. ' . - . . ' ' Attachment: HL&P Audit G08-301 Page i of 2
'

Aya (sm) SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
P

HOUSTON LIGHTING & POWER -g
QUALITY ASSURANCE (1) CAR No. S- 22 Ycompany CORRECTNE ACTION REPORT (2) REVISION O

(3) ORG ANIZATION (4) DEF REQUIRED (5) RESPONSE OUE DATEEbasco A C a YEs a NO es. 2 7. g 3
1

.

( > ee c- ~' e ' A'-
HL&P P0AP j"*" l ! " # " ^' 12.3.4

(7) DESCR6PT60N OF CONDITION AOVERSE TO QUALITY

The above referenced document states: " Calibration of measuring and test equipment is
against standards that have accuracy of at least four times the required accuracy of the
equipment being calibrated, or when this is not practicable, have an accuracy that
assures the equipment being calibrated is within required tolerance and that the basis
of acceptance is documented and authorized by responsible management." Contrary to this
requirement, neither the Ebasco NQAPM, Section QA-III-13, Revision 2 or QCP-12.1,
(8) REPORTED SY: / - e OATE:

,

(9) REVtEWV AND APPROV AL DATE:

-

00) FiE M E DI AL ACTION

2

.

(til SIGN ATU R E DATE: (12) E F F E CTIV E D A T E:

" ' ' ' ^ " " ' ' " " ' ~

3

04) CORRECTIVE ACTION TO PREVENT RECURRENCE

OSP REVIEVV AND APPROV AL DATE: list EF F ECT6VE DATE:

1173 ML&P INITI A TOR; C ACCEPT Sb'E RV e3O R OATE.

,4 P REJECT
Lla) VE RIFeC ATiON PE R FQHNtE O sv Q SAT SUPE AVtSOR DATE

r- uNsAT
(198 ML&P QA CLCSVRE: CATE.

-_ _
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Attachment: HL&P Ardit GOP 201 Pma i nf 9,

0QA448 tu2) SOUTH TEX,AS PROJECT ELECTRIC GENER ATING STATION !

1e UgM ""S'"''""" '" """ '

QUALITY ASSURANCE (1) CAR No. $*12f
Company coaaecrive AcrioN aceoar i2, REv,Sion o

(4) DEF REQUIRED (5) RESPONSE OUE DATE |(3) ORGANIZATIOlity ControlEba'sco Oua c] YES NO 0 3.,2*7. g 3 I

1 (63 6BU*13.I VIOLATED
tRN R E Y. I P A R A.o

- : 2 15.8.1.5/5.6.10.1
(7) DESCRIPT60N OF CONO! TION ADVERSE TO QUALITY

See Continuation Sheet Paoe 2 of 2

- _ . ..
. 1

(8) REPORTED SY: / f D AT E:

(9) REVIEW AND APPROVAL D AT E:

4

(10) R EM E 01 A L ACTION

2'

.

(113 stG N ATU R E DATE: (12) E F F E CTIV E DATE:

(13) CAUSE OF CONDITION

!

|

(14) CORRECT 8VE ACTION TO PREVENT RECURRENCE

(151 REVIEW AND APPROV AL DATE: 816) EF F ECTIVE D ATE:

!

s17) HL&P IN41,t ATO R: O ACCkPT j SUPE RVISOR OATE

4 p oEJECT .

~tidi V E RIFIC ATIO*d PE R FO RV E D Sv , O SAT SUPE HviSOR OATE.
n UNSAT

(19f ML&P GA CLOSURE: D A T E:

"
. .n.. -- - -

, , - --
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Attachment: HL&P Audit G08-301

Page 2 2of

HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. d-22f
0(2) REVISION

Block 7 Description of Condition Adverse to Quality

.

,_l) QCP-15.1 Rev. 2, Paragraph 5.6.10.1 s ta tes: "After approval of Conditional

Release for a NCR item...a dated, initialed entry (is) made in the QC NCR

. Log, noting the C.R. status." ~

2) QCP-15.1 Rev. 2, Paragraph 5.8.1.5 states: "The latest revision number for the
c:

revised NCR shall be entered in the remarks column of the QC NCR Leg."
.

Contrary to the above, entries are not being made in the QC NCR Log as required

by the procedure.

.

_ . _ _ _

.

PG A-064 i11.'97)

.
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Attachment: HL&P Audit G08-301 Page 1 of 2..

P Amr is,s 2: - '
SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION

O UgM ""S'"''"''" '" "'"

QUALITY ASSURANCE (1) CAR NO. 8-120company CORRECTIVE ACTION REPORT (2) REVISION o
(3) ORG ANIZ ATION (4) DEF REQUIRED (S) RESPONSE DUE DATEEbasco Oualitv Assurance c 3 vEs ca NO o3 2 7-n

1 (6) DOCUMENT VIOLATE 3PT-l Section OA-III-l
REV. IPARA.i

NO | 2 l 3.1
(7) DESCRiPT 60N OF CONQsTiON ADV ERSE TO QU ALITY

See Page 2 of 2.

1

(8) REPORTED BY: OATE

,

,,,RE ,E.

~OAPPRO A j ,, , p _ ; O.TEy, g
i t

(10) REMEOlAL ACTION

2

.

(II) SIG N ATU R E DATE: 412) E F F ECTIV E DATE:

(13) CAUSE OF CONDITION

,

(14) CORRECTIVE ACTION TO PREVENT RECURRENCE

(IS)- R EVIE W AN D APPROV AL 80 ATE. (16) EF F ECTivE DATE:
I I

(17) wt&P ,NITI ATO R: Q ACOE8? SwP E R V ISO R DAIc.
r aE;Ecr

.
,,., ,E.... CAT.O~ ,e ,P _ ,E ..; o .AT ; ,UPE -,,e R

-e
m unsAT

(19) M L&P Q A CLOSU R E. D '' '' E -
|
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Attachment: HL&P Audit G08-301
-

2P' age- of

.

HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. - 2 MS

(2) REVISION O

BLOCK (7) DESCRIPTION OF CONDITION ADVERSE TO QUALITY

NOAPM Section QA-III-1, Paragraph 3.1 states " Implementing instructions,

procedures, or drawings for activities affecting quality at the
'

construction site shall be developed by the. . . Site Quality Assurance

for their respective quality-related functions.

~

Contrary to this requirement, the Ebasco Quality Program Site Manager

issued a Stop Work against the issuance of bulk safety-related materials

to Ebasco from Bechtel's warehouse by interoffice correspondence

ST-QPSM-006-83. This method of stopping work is not described in approved

site procedures.

};

.

PC A-064 (11. 8:1

on

e - , -

g 3 - , . - , ~ - _ . . - - - - . - - , +
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Attachment: HL&P Audit G08-301 Pace 1 of 2
PO Am3 is,s2

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION

O Up'M ""S'"''"''" '" "'" '

'

QUALITY ASSUR'ANCE (1, CAR No. 8 J.2 7company coaaecrue AcrioN aEroar <2, Revision o

(3) ORG ANIZATION (4) DEF REQUIREDEbasco Quality Control (5) RESPONSE OUE DATE

1 < > -~ -snsi n4s.2 | 1971 ! "*"^' 6

vEs ca NO
"-

(7) OESCRiPTsON OF CONDITION ADVERSE TO QUALIT Y
j

See Page .2 of 2.

(8) REPORTED SY: O AT E:

,,, ReVie. .~ O PPRom p,g ;Om; %,

(10) R E M E DI AL ACTION

2

.

(11) SIGN ATU RE DATE: (12) E F F E CTIV E D ATE:

(13) CAUSE OF CONDITION

(14) CORRECTIVE ACTION TO PREVENT RECURRENCE

(15P REVIEW AND APPROV AL DATE. 116) E F F ECTIVE DATE.

.

,

*

r- aoEeT
.

,,...ER.F. CAT,0~ ,ER.O.~ EO .. o ..T
; ,UPE R V,,eR ~E

n UNSAT
(19) ML &P O A CLOSU R E. DATE.
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Attachment: HL&P Audit G08-301

Page- 2 of 2
+

HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. *227

(2) REVISION 0

BLOCK (7) 0ESCRIPTION OF CONDITION ADVERSE TO QUALITY

ANSI N45.2-1971, "0A Procram Requirements For Nuclear Power Plants",
'

section 6, states in oart that activities affecting quality shall be

orescribed by documented instructions, procedures or drawings

.and shall be accomplished in accordance with these instructions,. .

procedures or drawinas."

t

.

Contrary to this requirement, OCP-6.3, " Quality Control Review of

Incomina Revisions / Change's to Bechtel Specifications and Procedures,"

Rev. O, was issued to the field on December 21, 1982, butwasnos

imolemented until January 31, 1983, even though numerous revisions /

changes were made to Bechtel specifications and procedures during

the time period that the procedure requirements were not implemented.

.

.

PC A-C64 411.'82)

.
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Attachment: HL&P Audit G08-301 PAGE 1 0F 2
FOAM 2 ts,32;

SOUTH TEXAS PROJECT ELECTRIC GENER ATING STATION

le Up'M ""S'"''"''" '' "'"

QUALITY ASSURANCE (1) CAR No. -h 7company CORRECTNE ACTION REPORT (2) REVISION O
RG ANIZ ATIO (4) DEF REQUIRED (5) RESPONSE OUE D ATE(3)Ebasco Quaiity Control /Ouality Assurance c ] YES C3[] NO d3 = 2 7. FJ

1 (6) $[UMdAIM,IOSATEOection 0A-III-6
1 2 ! c; _ ?

N V REV. IPARA.
N

e

(7) DESCRIPTION OF CONotTION ADVERSE TO QUALITY

See Continuation Sheet. Pace 2 of 2.
_

(8) REPO RTED BY: [ / O AT E:

(9) REVIEW AND APPROVAL k O AT E:

/

(10)_ REMEDIAL ACTION

2 -

.

(11) SIGN ATU RE DATE: (12) EFFECT)vE DATE:

.

(13) CAUSE OF CONDITION

(14) CORRECTIVE ACTION TO PREVENT RECURRENCE

(ISI- R E VIEW ANO APPROV AL 40 ATE: 616) E F F ECTIVE DAIE.
I

(17) HL&P INITI ATO R Q ACCEPT $UPE R VISO R DAIE.

4 n REJECT
t18) V E RIFIC ATION PE R FORYE D BY: C SAT $UPE HVISO R OATE.

F U *.$ A T
tid) HL&P O A CLO:syRE. GAIk:
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Attachment: HL&P Audit G08-301-

p(, 2 2
-

g

,

HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR 50. d- 22 9

O(2) REVISION

BLOCK (7) DESCRIPTION OF CONDITION ADVERSE TO QUALITY

ESI NQAPM, Section QA-III-6, Paragraph 4.2 states "He

(the QC Inspector) shall document the satisfactory correction

or resolution of all nonconformances on the dispositioned

Nonconformance Report. This documentation shall provide

sufficiently detailed information for as-built records."
.

.

Contrary to this requirement:

1) QCP-15.1, Rev. 2 does not provide this directive to

Quality Control

2) QAI-004, Rev. 2 does not direct Quality Assurance to

review Nonconformance Reports for this requirement.

.

PQ A-C64 (11. 3 2)

.
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Attacnment: HL&P Audit G03-301, , ,

*

HOUSTON LIGHTING & POWER
SOUTH TEX AS F ROJECT ELECTRIC GENERATING STATION !>

QUALITY ASSURANCE o/ f, on no,
DEFICIENCY NOTICE O2 R EV.

3 ORGYNIZATION 4 OATE ISSUED 50ATEOU
Ebasco Ouality control of/45/f3 3//8/B6 00CUMENT VIOLATED 7 REVISION 8 PAR A.
QCP-16.1 1 5.9

9 DESCRIPTION OF OEFICIENCY

I
QCP-16.1, Paragraph 5.9 states, "If the originating organization determines
that the correc'.ive action and response is adequate and the report is closed,
this shall be noted in the Log of required Corrective Action." -

4

Contrary to this requirement, many BPC, ESI, and HL&P, QFR's, and CAR's
are listed in the log as still open, even though the originating organization has
closed the item. Examples: HL&P CAR's HG-38, HG-40, HC-123, G-184, G-183, & G-185.

10 lNITI A TO R
O T

11 REVIEW & APPROV AL
DATE

M* - ' 2[h412 PERSON CONTACTED POSITION DATEj /kb. |N/(UAAKu/ $$ [ b &lO h$ h 6/N W 2 " h/YE S/EY&?
13 REMEDIAL ACTION

2 This condition is a result of a lack of formal notification to ESI QC, from the
originating organization, that the corrective action is adequate and the report is
closed.

QCP-16.1, REV 1, is presently being revised to read: "Upon written notification
that the originating organization has determined that the corrective action and
response is adequate and the report is closed, this shall be noted in the Log ofRequired Corrective Action."

14 SIGN ATURE

MA4RJ OATE 15 EFFECTIVITY O A TE

.7-/o -s> . r-se~

16$RU)??|CmK71 3/m/B3 FA s&Ah
SPONSE A EPTANCE-INITIATOR DATE 17 SUPERVISOR APPROV AL DATE

3
la vERiFiCA r:ON PeRFORMEo sv oATE '

' C AR NO.
OSATiSr actor v0uNS ATisracTOR v

19 04 CLOSURE - INITIATOR DATE HEVIEW & APPROVAL DATE

20 CC LIST

ll. A. Iduxuc
L N. //uasr ((#w'o/t)aEL M)
3^ Ju. 25 ruus (t/LrP GM)

PQ A -05 9 (1 C/t * :
.
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Attachment: HL&P Audit G08-301

HOUSTON' LIGHTING & POWER .

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION
i

1

QUALITY ASSURANCE Ub1 DN NO.'

DEFICIENCY NOTICE 2 REV. O

3 ORG ANIZATION 4 OA TE ISSUED SDATE OUE
Ebasco Ouality Control e/=r/ra 3//&d5

6 OOCUMENT VIOLATED " QC Review of Incoming Revisions / 7 REVaSION 8 PAR A.
QCP-6.3, Changes to Bechtel Specifications and Procedures' d f 2_

9 OESCRIPTION OF OEFICIENCY

1
. QCP-6.3, Paragraph 5.2, states in pa'rt the "the assigned QC Engineer shall use

the log for QC Review of Bechtel Specification / Procedure Revisions (Attachment A)"
....

Contrary to this requirement, the log presently being used by QC is not the same
log as depicted on Attachment A of the procedure.;

10 INITI A TOR
OAT

11 REVIEW & APPROV AL DATE
A Y [$ $

" #
'

12 PERSON CONTACTED POSITION < '

OATEk h, 0/LL/AhlfC/| bb$ b/#f) h$ hd/bfu.Uh/Y6 0 $$
13 REMEDIAL ACTION .

PCR #1 to QCP-6.3 was approved on 2-18-83,' authorizing the use of the log fomat
2 cited in this DN. The early use was dictated because during early stages of

implementation of this procedure it was discovered the original log format just
would not do the intended job.

.

14 SIGN ATUR E DATE 15 EFF ECTIVITY D ATEkf 3 so -[?] d-N'N
, ,

16 R ESP NSE CCEPTANC -1 I lATOR DATE 17 SUPERVISOR AP ROVAL DATE
r 40 |O 5 )# Skoff%n

hS ATIS F A CTO R YOU N S AflS F A CTO R Y
19 OA CLOSUR E - INITI ATOR DATE REVIEW & APPROVAL DATE

%f??fnau% 3/is/ea M & >4sXr>.

20 CC LIST #

M.it. to u w (e u p w )
L.w. Masr (su oii)
x 10. Esrm (avo8)

.

ee a e** .#**e

. , , , e, ,.c'

, -+w .-e w--. - . , - . . - . . .-w,,, -- ,,,,.-r-r- , , - - - - , . , - -s r. r---
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' ' Attachment: HL3P Audi t G08-301
*

.

HOUSTON LIGHTING & POWER
SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION

QUALITY ASSURANCE i ou no, d / 7
DEFICIENCY NOTICE 2 REv. o

3 ORG ANIZATION 4 DATE ASSUED SDATE DUE

Ebasco Quality control g2 2s -f3 8//8/83
6 DOCUMENT VIOLATED 7 HEVISION 8 PAH A.
QCP 16.1 1 5.7.1

9 DESCRIPTION OF DEFICIENCY

l- QCP 16.1, Paragraph 5.7.1, states "The written response (to the audit, surveillance.
-or inspection) shall be reviewed and approved by the Quality Control Site Supervisor
prior to transmittal. All written responses shall be transmitted under the
signature of the QCSS." Contrary to this requirement, there was no objective
evidence that the QCSS was transmitting the written response by formal transmittals.
The responsibility for transmitting responses is with Ebasco QA as defined in
QAI-006.

10 INITIA TOR D

11 REVIEW & APPROVAL DATENA - '/w/v3
12 PERSON CONTACTED POSITION DATE

M4. k)nuwScM ESE LnAO Gd En&&vue-StrE 2/W/83
13 REMEDIAL ACTION

2 QCP-16.1, REV 1, is presently being revised to read as follows:

"The written response shall be reviewed and approved by the quality Control Site
Supervisor prior to being forwarded to Ebasco QA for subsequent transmittal. All
written responses shall be forwarded under the signature of the Quality Control
Site Supervisor."

14 SIGN ATUR E mg DATE 15 EFFECTIVITY D ATE

Af .ud- r-x - o > J-M-83
,

16 RESP

SE ACCEPTANCE YINIT ATOR3//o/H3 kW/-- - sb/ft
DATE 17 SUPERVISOR APPROV AL DATE

Ws)Gif
3 18 VERIFICATION PERFORMED BY DATE # CAR NO.

OS ATiSraCTOa v0UNSATiSr ACTOR v

19 Q A CLOSUR E - INITI ATOR DATE REVIEW & APPROVAL DATE

20 CC LIST

}| R. IS u r u (H u P Gn) .

L. k). /lausr (asa ca)
*

5to.Esrca.n(trop 98)(

i

P o A - 0 51 f l 0 '4 21

-
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Attachment: HL&P Audit G08-301,

HOUSTON LIGHTING & POWER .

SOUTH TEXAS PROJECT ELECTRIC GENERATING SThTION

OUALITY ASSURANCE o/8t oN No.
DEFICIENCY NOTICE 2 nEv. C

3 ORG ANIZATION 4 O ATE ISSUEO 50 ATE OU

3//8/83Ebasco Quality control a- M -f3
6 OOCUMENT VIOLATED " Identification and Control of 7 R EVISION 8 PARA.
OCP-15.1, Discrepancies and Nonconformances" 2 5.2.2/5.2.3

9 OESCRIPTION OF DEFICIENCY

QCP-15.1, Paragraph 5.2.2 states in part, "The inspector shall submit the Deficiency- I
Notice. . .to the responsible Lead Quality Control Engineer for his review and

|evaluation." Paragraph 5.2.3 states in part ". . .the Lead QC Engineer. . .shall
record, sign and date his decision. . .on the DN. . ."

Contrary to the above requirements, Deficiency Notices (DN) #006-C, 008-C and 009-C
were reviewed, evaluated, signed, and dated by an individual other that the Lead QualityControl Engineer.

10 INITI A TOR .
O

11 REVIEW & APPROV AL DATE

AY .$12 PERSON CONTACTED POSITION OAT
fb, ||.b|k0|E| b $80 h b $//.2//**- /[b h/A /h
13 REMEDIAL ACTION

g,

2

.

14 SIGN A TUR E- OATE 15 EFFECTIVITY DATE

16 R ESPONSE ACCEPT ANCE-INITIATOR DATE 17 SUPERVISOR APPROV AL DATE
,

3
is vERir CATION PERFORMEO BY DATE CAR NO.

19 Q A CLOSURE - INITI ATOR DATE REVIEW & APPROVAL DATE

,- 20 CC LIST

II.il. Idwar (Humi)
L.to. //uust (ecd Gn),

%Iv. Garun (Mt.vo!)
.,

.

._ .,._,,...e...
.. .

.
.



A t t3cntren t: HL',P Asidi t G08-101,

l-

HOUSTON LIGHTING & POWER
!

SOUTH TEXAS PROJECT ELECTRIC GENERATING ST,ATION

QUALITY ASSURANCE O/Y10N NO.
DEFICIENCY NOTICE 2 REV. d

3 ORG ANIZATION 4 DATE ISSUED

SDATEO/Ug//g gyEbasco Quality Control g,g,g
6 DOCUMENT VIOLATED 1 R EVISION 8 PAR A.

QCP-12.1 " Calibration of M&TE 1 5.9.5.1
9 DESCRIPTION OF DEFICIENCY

QCP-12.1, Paragraph 5.9.5.1, states "The original of the closed Deficient Controlled,
M&TE Evaluation Report shall be transmitted to the QA Records Vault and a copy
retained in the M&TE history file.

Contrary to this requirement, copies of closed Deficient Controlled M&TE Evaluation
Reports were not retained in all applicable M&TE history files.

10 lNI TI ATO R
DA E

11 REVIEW & APPR VAL
DATE

eh 1 b 7212 PERSON CONTACTED POSITION OAT *j$k S. N /lL M M SGN $b.hbMO hb h/Vd/M&&$/YT c? /h
13 REMEDIAL ACTION

. 2 QCP-12.1 shall be revised to delete this require:: lent as it serves no useful
purpose.

14 SIGN ATUR E DATE 15 EFFECTIVITY DATE
, S~/O '"hh Y* f*$b

//

16 RESPONSE ACCEPT NCE-INITIATOR OATE 17 SUPERVISOR APPROVAL DATE

{ h . # t --^ A T /d hk'3
18 VERIFIC'ATION PERFORMED BY DATE ' C'A R N O .

OSATiSF ACTOa v0UNSATISFACToR Y
19 Q A CLOSUR E - INITIATOR DATE REVIEW & APPROVAL DATE

.

20 CC LIST

ll. A. IOnume ()/te'es)
L,10. ||usT (BuCij)

,

f|v. ESrsuA (//LW G71)

PC A -c59 (10 '4 2 8

.
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Attachment: HL&P Audit G08-301..

HOUSTON LIGHTING & POWER,

SOUTH TEXAS PROJECT ELECTRIC GENERATING ST'ATION

QUALITY ASSURANCE 10N NO. d40
DEFICIENCY NOTICE 2 nEv. o

3 ORG ANIZATION 4 O ATE ISSUED 50 ATE UE
o.n.sv.t

Ebasco Quality Assurance a E j, %
-

6 OOCUMENT VIOLATED 7 R EVISION 8 P AR A.

QAI-010 " Site QA Records" 2 6.1
9 DESCRIPTION OF OEFICIENCY

'

'1 QAI-010, Paragraph 6.1 states in part, "All documents which are designated as Pennanent
in Section 5.1. . .shall be transmitted upon completion to the Ebasco Quality Records
Supervisor for processing and transmittal to Bechtel Site Quality Assurance. . ."

Contrary to the above, transmittal and processing of records is governed by QAI-016 and
turnover of completed packages to HL&P RMS and BEC is governed by QAI-019. Neither
procedure is referenced by QAI-010 nor are they included in Section 6.1.

10 INITIATOR / OA

11 REVIEW & APPROV AL -

DATEN ///, s/w/n
12 PERSON CONTACTED POSITIO DATE

f.A. M mwss D. ESI Sm 6bwrr/kStoc [ww/wc c2/zV/B
,

13 REMEDIAL ACTION g

Od* OiO k e.M Sl o n 2. wI N b C. C' e VI S C. IAc C.ch,k e. hak hoewmok1
Pe e muwed- sh*\\ l'e- MNiei y e =< e CSi di ch c c e. cl e s p <dee c} c. c

hC c=As d e_ u on Com C". son In GS C or ck oe t e. w'. Q AE- O l (oCt A

c.ppu c.mW . Q At- o i c, R.V:sion o is ~ c-4\ yc.rJ. GA z.- Oi 9 cs

t eSe t c3 c e Im G. A'T - o ) O R e vi s' ion ~4 G AI- Ol6 ci r cl Q A r - o i 9
W ! b C l' O C k uckc. c. 1 e-eke.t'e ns c. Os.s fasc h 3 'n G A I - 01 Oi

ho vIS$on 3, h M i c', c,,k ek 9,,,,c_h ( e,( cov.,kc:, oo
c,, cn

A e <-t \ 8, 19 e s .cormcen&.nq ,5cm c.e is
E

-

OATE 15 EF F ECTIVITY D ATE14 SIGNkA TW &mmay0
,

2-7 4-85 A-e-85
16 RESPONSE ACC PT AN C E-INITI ATO R DATE 17 SUPERVISOR APPROV AL DATEhY 0X(a$b <2f2Vff'3 /ATh/- NYh:

! 3
18 VERIFICATION PERFORMED BY DATE C AR NO.

p

19 Q A CLOSUR E - INITI ATOR DATE REVIEW & APPROVAL DATE

20 CC LIST

||.A. IdatKhc [//Wf.21)
_l.10. /!axSr (t$fd on)

'

M. A. 6m.ss (csr v
Lv. brau (ww>u)L )

-

.

d- p

, ,_ , _ -.. . . - . - - -- *
sr a > - - - * + , - vw--g a - n r e-w-~ - + - , - - - --er--
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. . ' Attachment: HL&P Audit G08-301.

HOUSTON LIGHTING & POWER
SOUTH TEXAS PROJECT ELECTRIC GENERATING SThTION

QUALITY ASSURANCE g ON No. 6J/
DEFICIENCY NOTICE 2 REV. O

3 ORGANIZATION 4 O A TE 6SSUEO SO ATE ope
Ebasco Quality Assurance Y Il"n 9 Al 8/

6 OOCUMENT VIOLATED 7 REvlS40N 8 PAR A.
QAI-001 # Site QA Organization and Responsibilities # 1 4.4.2

9 DESCRIPTION OF DEFICIENCY

I
QAI-001, Paragraph 4.4.2 states that "The NCR Coordinator is responsible for
submittal of records generated by the Site QA Group to the QA Records
Coordinator."

Contrary to this statement, the NCR Coordinator is not performing this function.

10 INITIATOR O

11 REVIEW & APPROVAL DATE.

/ 2- Y 3-
12 PERSON CONTACTED POSITION DATE

ESr Gaurr Aswi/iWisSatNiwrixx c2ht'|f0||bfM|A|frS x.* *

13 REMEDIAL ACTION

Yhe repdcemenh Ims batn dc.J e.l bovw bc. Fe spn'i b l'hiatr eYi

b M C-R C.ooce;mkoc- ia E* v' 8Io n 2- Yo G A!T - o o% wh' c h w c'S\

5 w h ot.\-\ M b b c h\.-\ bc I' r a\ eq p .v \ 2. - ::.2. - 8 3 ,on

kn M c *. \-e MM e, oE i 53 w o o C e- 0 10v1don 2 fo Q t\ T. - 00 \ 'S'

3 - 11- 8 3 .

14 SIGN URE DATE 15 EFF ECTIVITY D A TE! 8. b-- 2-2.4-33 3 - 11 - 8 3
s/ 4

16 R E PONSE ACC P T A N C E -4N ITI A TO R -DATE 17 SUPERVISOR APPROVAL ATE

, O}} 0 & Y| Y $m
'

'^'IhS ATISF ACTOR Y0uNS ATiSP ACTOR v i</e
19 O A C L O U E- P1 IATOR DAT REVIEW & APPHOVAL DATE

$ / **Y 7 // R20 CC LIST '-

,,

< f.

// A. kJAtxsit [//WGd)
L n. //uxsr (ijpe ui) '

/!. A. 0powiiGS (6SE ut)

1Iv. Esisw! 01L'/ 6II)
*

PQ A -0 5 9 8 9 0 't ;'
~
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. . " Attachment: HL&P Audit G08-301

HOUSTON LIGHTING & POWER
SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION

OUAL1TY ASSURANCE i on No, on
DEFICIENCY NOTICE 2 REV. o

3 ORGANIZATION 4 OATE sSSUED SOATE UE
Ebasco Quality Assurance o.a. w. r3 A///T.

6 00CUMENT VIOLATED " Personnel Indoctrination and i REVISION 8 PARA.
ESI NQAPM, Section QA-I-3, Training Program in QA" 2 3.3

9 OESCRIPTION OF DEFICIENCY -

1
ESI- NQAPM, Section QA-I-3, Paragraph 3.3. states in summation that the
" Quality Assurance Engineering Department shall maintain copies of traininglessons on file."

Contrary to this requirement, there is no site implementing procedure which
describes this responsibility. Copies of training lessons are kept on file in
the QA Training Department.

10 lNITI ATO R O T

11 REVIEW & APPROV AL DaTE '

> 2 6| 2 A+_
12 PERSON CONT ACTED PostTION < ( OATE"

/#5ONN|Nbb A- kb $/?b h & W/!$$/M WN. A f U/! M b? 'o *-

13 REMEDIAL ACTION 8, .

Pccp u eel Q AI- of f.2 Rct.v'is% O (be h) h%s hu-n O r. Oe. Eec.M.\
2 , ,,ya ,,, c, y ,_n._ m ,1 :3 exp Ao[ g 1,,, c a ,; ( y c{ L p;,,,g

e mua appva sy 2 - ze - es . Q AI- cit e pr op seJ c.c%c,3

Cof e r oI ICS fo n pb!PC'}.O c med i Io v- m a'. n\-ex's n I i on E.\e...

bnb cipMe) cdd c. o9 i58%=wce o *a.n a. e eyi Q AI, . 01 S Rev. O .
n' s 3-22.-63

14 SIGN ATUR DATE 15 EFF ECTIVITY D ATE
K. $ ts.4s w k 2 - 2 4- b *L 3-22-S3

16 R E S P O N S.E A C C PTANCE-INITIA ore OATE 17 $UPERVISOR APPROV AL DATE

S7f 5T 3/2V $$ hW ~ *b V3,
is veRIP: CATION PERFORMED BY DATE C AR NO.

Os*Tisa^CTOavDNs4Tise ACTO R v
19 O A CLOSUR E ~ INITI ATOR DATE REVIEW & APPROVAL OATE

20 CC LIST'

||. //. 1di|utit (t/ai"Vi)
L.id. //usr (tjad Gn)
ll,||, bymiild5 [ESZ M)

J'lo.[Smm{Wl'M)
.. . . , . . . . . .

,
,
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.? Attachment: HL&P Audit G08-301
*

HOUSTON LIGHTING & POWER
SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION

QUALITY ASSURANCE i oN NO. 02f
-

DEFICIENCY NOTICE 2 REV. O

3 ORG ANIZATION 4 O ATE ISSUEO 5DATE DUE
Ebasco Quality Assurance

o3 42 r3 . h/ A
6 DOCUMENT VIOLATED nIssuance and Processing ? REVISION 8 PARA.

0AI-004 of Nonconformance Reoorts" 2 6.3.10.3
9 DESCRIPTION OF DEFICIENCY

1 QAI-004, Paragraph 6.3.10.3, states in part, "Upon request from the cognizant
discipline Lead QC Engineer, the NCR Coordinator shall transmit the original
NCR to QC for completion of Block 26. . ."

Contrary to this requirement, the ESI NCR Coordinator does not utilize a formal
transmittal to transmit the original NCR to QC for completion of Block 26,,

(Acceptance of New Work / Rework / Repairs).

10 INITIATOR

%f7& arse susOATE

11 REVIEW & APPROVA DATE

12 PERSON CONTACTED*
POSITION DAT

||, A . O U M /rt w &-S VA. ESZ GA S/14 bzwSWe 3)R/83
13 R EM EDI AL ACTION

As .7 2. -2.3 - 8 5 , Oc. NCR Cood dv- hs bem.n J:bzi A
'

- Eo t rw \ A-%sm',b\ -br O*-. er%swt.k\ ey e,.; y gc,q }
J

' b E 6 sc ac . m aw. c.c.ohb wM <_ ora %
. h w c. 4'o ~ \ 4%mA\3 4- ucTe.og r4s b Q. c.

%\ ss & r ._p esme.n4 % 4k a er - oo4 m . \c\, L ,_.

\ c.h , he h A1ccxb. c. O CPw 's .t C.e. r-

-

.
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The response is required frorn the authority designated at the top left corner of this form under the description
" Responsibility Assigned To." The responsibility for follow-up and evaluation of ectrective action is the
responsibility of the Ebasco Site Quality Assurance Group unless this responsibility is reassigned in the
" Follow-up Responsibility" below to the New York office. !
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The response is recuired from the authority designated at the top left corner of this form under the description
| " Responsibility Assigned To." The responsibility for follow up and evaluation of corrective action is the
i responsibility of the Ebasco Site Quality Assurance Group unless this responsibility is reassigned in the
{ " Follow-up Responsibility" below to the New York office.
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[ Attachment: HL&P Audit G08-301.
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HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. O- 22

(2) REVISION #

Revision 1 require the basis of acceptance to be documented and authorized by

responsible management when the required 4:1 accuracy ratio cannot be met.
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March 25, 1983OFFICE MEMORANDU.41

To Mr. J. W. Williams ST-HS-HS-01878.

File No.: Q12.8
from Mr. H. A. Walker g, Q16.4

subject South Texas Project Electric Generating Station
Project Audit Report Number Gl9-301

Attached is the Project Audit Report for HL&P Construction,
Audit Number Gl9-301, conducted on February 28 through March 2,1983.

* Number of Items Reviewed: 60
* Number of Deficiencies: 4
* Number of Concerns: 0
' Number of CARS: 1

' Number of DNs: 2

There are no conditions identified which required any action
in addition to a CAR or DN. If you have any comments or require additional ,
informati,on, please contact Mr. A. C. Von Nyvenheim at extension 2415.W
HAW /JWE/BN:lr
Attachment

cc: G. W. Oprea, Jr.
J. E. Geiger
D. G. Barker
R. J. Maroni
S. M. Dew
R. L. Ulrey
E. A. Turner
A. R. Beavers
J. G. Dewease
J. H. Goldberg
L. B. Horrigan
R. P. Murphy
A. C. Von Nyvenheim
Audit File Gl9-301

-STP/RMS-SRC
Site Library
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SOUTH TEXAS PROJECT AUDIT REPORT

AUDIT NUMBER: Gl9-301/HL&P Construction AUDIT DATES: February 28 - March 2,1983

AUDITED ORGANIZATION: AUDIT TEAM:

HL&P Construction A. C. Von Nyvenheim Lead Auditor
P.O. Box 308
Bay City. Texas 77414

~
C. L. Grover Auditor

$$ Ys!?) 7-M-92
Lead Auditor / Date

PRE- DURING POST-
PERSONNEL CONTACTED: AUDIT AUDIT AUDIT

J. W. Williams Site Manager X
I . P. Morrow Construction Superintendent X X
W. H. Moye Construction Engineering Supervisor X X X
D..L. Dujka Lead Construction Engineer X X X

OBJECTIVE OF THE AUDIT:

To verify the programmatic adequacy of HL&P construction activities and to verify
the proper implementation of their procedures.

DEFICIENCIES:

~1. Project Quality Assurance Plan, Section 1.0, assigns Quality Assurance related
| responsibilities to HL&P construction organization. ANSI N45.2-1971, Section 6,

requires that quality related. activities shall be prescribed by documented instruc-
.tions, procedures, or any other type of written form.

Contrary to the above, HL&P construction organization does not have documented
instructions, procedures, or any other type of written form for determining compliance
to the quality related responsibilities described in Project Quality Assurance Plan.

' HL&P CAR #G-231 issued.

2. - HL&P Procedure PHP-02, Rev. 4, Paragraph- 5.8 requires that procedures that have been
cancelled, shall continue to be listed in the index, but shall be designated,
" Cancelled".

Contrary to the above, review of index for Project Site Procedures, Rev.19, indicated
that thePSP-01, 02, 05,06, and 09 were designated " Deleted" instead of " Cancelled".

DN #031~ issued.

DN .!031 was closed on March 8,1983.

.

m
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*3. HL&P Procedure PSP-07, Rev. 3, Paragraph 5.4.3 requires that all field construc-_

tion procedures, whether they are quality construction procedures or construction
procedures be reviewed by HL&P construction and that HL&P construction sign-off
is required on the Quality Construction Procedure.

Contrary to the above, review of documentation revealed that HL&P construction
was not reviewing or approving all the procedures mentioned above.

DN #032 -issued.

DN #032.was closed on March G,1983. -

EVALUATION / RECOMMENDATIONS:

- Within the scope of the audit, except for the deficiencies identified, HL&P Construc-
tion is complying with the Quality Assurance Program. It is recommended that HL&P
Construction reevaluate their pmsent role in the Project and update their procedures.

~

ATTACHMENTS:

' CAR #G-231,
- DN #031, and
DN #032.

.
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; .; AUDIT No. G;9-301 PAGE 1 0F 3 '

' ' DC A " ''' " SOUTH TEXAS PROJECT ELECTRIC GENERATING STATIOM
HOUSTON LIGHTING & POWER 'g

QUALITY ASSURANCE (1) CAR No. S-23I
'

company CORRECTNE ACTION REPORT (2) REVISION o
(3) ORG ANIZATION (4) DEF REQUIRED (S) RESPONSE QUE OATE

HL&P Construction YEs ra NO u.cc,. g 3

1 (6) EOCU, MENT VIOhATEDroject Qua ity Assurance Plan ! 1. Section 1.0 ! See Continuation
REV. APARA.e

(7) DESCRIPTION OF CONQlTION ADVERSE TO QUALITY

See attached pages.

.

* A.
, .

(8) REPORTED BY: * O AT E:

(9) REVIEW AND APPROV A /
'

f
"'

4
'

DJ Bw % ,ezyx. | OATE-' 3/~)/S3va e

V
-

(10) REMEDIAL ACTIO N

2

(11) SIGN ATU R E DATE: (12) E F F ECTIV E D AT E:

(13) CAUSE OF CONDITION

:
1

(14) CORRECTIVE ACTION TO PREVENT RECURRENCE

(151* R EVIEW AND APP ROV AL DATE: t161 E F F E CTIVE D A TE.

(17) HL&P #NtT6 ATO R- ACCEPT 8 $6PE RVISOR QAis;

n REJECT ! t

,,.,VE. P.C. ,0N PER. _ .O ... c ,AT
; ,UPE RV.,eR

eA1E.
_

M UNSAT
(19) HL&P QA OLO$ygg: QA T E-
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HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. O*23/

(2) REVISION O

BLOCK (7) DESCRIPTION OF CONDITION ADVERSE TO QUALITY

Section 1.0 of Project Quality Assurance Plan assigns Quality Assurance

related responsibilities to HL&P's construction organization as

stated below:

1) Paragraph 1.5.1.3 states in part, "The Site Manager:

a) ensures that the prime contractor's management properly

implements the dispositions to various nonconformances as

determined by the engineering resolution."

b) ensures that construction conforms to the plans, specifica-

tions and procedures that govern work activities."

c) has the authority to "Stop Work" for cause in all

activities relating to construction."

.

2) Paragraph 1.5.2.3 states in part, "The Construction Superintendent

ensures work is accomplished in accordance with approved

procedures. . ."

3) Paragraph 1.5.3.1 states in part, "The Area Construction Super-

visor (s) is/are responsible for surveillance of the prime contrac-
PO A C64 (ll,32)

_.
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Page of

HL&P OA CORRECTIVE ACTION REPORT CONTINUATION

(1) CAR NO. O-23/

O(2) REVISION

BLOCK (7) DESCRIPTION OF CONDITION ADVERSE TO QUALITY

tors' construction activities for the assigned areas of the project.".

4) Paragraphs 1.5.3.3 and 1.5.5.3 state in part, "The Area Construction

Supervisor (s) and Lead Construction Supervisor. . . ensure that

construction planning includes requirements for inspection and

tes ti ng. "

s

ANSI N45.2-1971, Section 6, requires that quality related

activities shall be prescribed by documented instructions,

procedures, or any other type of written form.

However, to the contrary, HL&P Construction organization does

not have documented instructions, procedures, or any other

type of written form for determining compliance to the Quality

Assurance related responsibilities stated under items 1)

through 4) above.

.

*
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: .; AUDfT No. Gl9-301 PAGE 1 0F 1

HOUSTON LIGHTlh!G & POWER
,

.

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION

QUALITY ASSURANCE , on no. d 3 /
DEFICIENCY NOTICE 2 REV. O

3 ORG ANIZATION 4 O ATE ISSUED 50 ATE OuE
HL&P Construction 45-4/-/3 4/7/S3

6 OOCUMENT VIOLATED ' 7 REVISION 8 PAR A.
HL&P Procedure PMP-02 4 5.8

9 DESCRIPTION OF DEFICIENCY

1 Paragraph 5.8 states in part, " Procedures that have been cancelled shall continue
to be listed in the index, but shall be designated '(CANCELLED)'."

" However to the contrary, review of index for Project Site Procedures, Rev.19
indicates that the PSP-01, 02, 05, 06 and 09 were designated " deleted" instead

~

of''(CANCELLED)'."

^

/ nY YL - 7-93
11 REVIEW & AP V '/ '

OATE
va fy .D.x Bedsrcy/C hf83

12 PERSON CONT EO POSITION OATE

13 R EM EDI AL ACTION

The index for Project Site Procedures has been revised to replace " deleted" with
2 " Cancelled". See Rev. 20 of the index dated 3-4-83. We previously felt the word

" deleted" was adequate to describe when a procedure was no longer in effect but
agree that' PMP-02 does require that " Cancelled" be used.

,

14 SIGN ATURE

DATE/s2 15 EFF/dC
IVITY D A TEu.dM

.
.s/e .1 a

.

16 RESPONSE ACCEPTANCE-INIT ATOR DATE 17 $UP APPROV AL . O TE

3
. M O W* 9 % .bfNrsun*m '

18 VERIFICATION PERFrDRMED BY
gggjj/ g{ ,f,.qATE pT:SF ACTORY0uNS ATiSF

' '
C AR NO.

TOav

i9 Q A CLOSunE - IN (I ATOR

Y$ On $|j- DATE .r APPROVAL OAIEj,

| & 57' S'E s' #4 hFPdnare2 yx
30 CC LIST '

f ''

. yA Wa/Kw-

z w Wintom.a
WHMoyt
J"W Erle//a

- . . . . . . . . . .
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. .L AUDIT No. Gl9-301 PAGE 1 0F 2.

. ~ . r7

HOUSTON LIGHTING & POWER
SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION

OUALITY ASSURANCE d4, on so,

DEFICIENCY NOTICE 2 REV. O
,

3 ORG ANIZATION 4 DATE ISSUED SDATE DUE

HL&P Construction S/f//3 4/7/ 83
6 DOCUMENT VIOLATED 7 REVISION 8 PAR A.'

-HL&P Procedure PSP-07 3 5.4.3 !
9 DESCRIPTION OF DEFICIENCY

|

1

See Attached Sheet.
. .

.

//

/Yb k i Y 7 7.- 9'y
11 REVIEW & APP ~

/
'

DATE,8/83
jM

_.
& .2tf Bedm>czy/C 3/

12 PERSON CONTA D POSITION DATE

13 REMEDIAL ACTION

Project Site Procedure PSP-07 entitled " Construction Review of Documents" described
2 HL&P Construction activities prior to changing Construction Manager / Constructor.

PSP-07 has been cancelled with present requirements incorporated into PSP-08 (Rev.4,
dated 2-22-83) entitled " Control of Construction Documents". Since the change of the
Construction Manager / Constructor, construction documents have been reviewed in
accordance with the Interface Agreement issued on May 7,1982 by ST-HL-YB-652. The
complexity of such a change as was undertaken when Brown and Root was replaced by
Bechtel/Ebasco had an effect on the timeliness of the required change to PSP-07.

14 SIGN ATUR E DATE 15 EFF ECTIVITY DATEb. d. Q 3- o- e3 z - z z.as
16 RESPONSE ACCEPTANCE-INITI TOR DATE 17 SUF R APPROV AL DATE

$ Hf ', f = V= f E / k .bf &n*PC3yt
3 la vERielCATION PERFOK Eb SY . DATE V C AR NO.

S A TISF ACTO R Yh N S AT!$ F ACTO R Y
19 O A CLOSUR E - ITl4TdRf DATE RE PPROVAL DATEj

|Y %||.| #
20 CC LIST /

-

R-T-f3 / 4- v P&/non =ve
t/ d '

HA Wakep
'

yw Wi//iam
W // Moye

Tw frtc//a

, - . .. ...
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0.c jf.&PQADEFICIENCYNOTICECONTINUATION
~,

,

'

(1) DN NO. 4 3 .2

(2) REVISION 4

- BLOCK (9) DESCRIPTION OF DEFICIENCY
' '

.

Paragraph 5.4.3 states. in part, "All field construction procedures,

~ whether they are Quality Construction procedures or construction procedures

are' reviewed by HL&P construction. HL&P Construction sign-off is only

required on the Quality Construction Procedures. . ." HL&P Construction

also approves those Advance Change Netices that involve changes to proce-

dures which affect inspection, testing, codes, standards, special process

or regulatory requirements or which affect the quality program.
.

However to the contrary, a review of documentation / procedures revealed

that HL&P Construction is NOT reviewing or approving all procedures

mentioned above.

,

4

I'

&

v f

F

,

'

*;.. - . - , , m 2 . "d~



,

. . . . . . ..
*

Project Number--

M,sBaHelle
|\d Interr.al Distribution

Pacific Northwest Laboratories

1

om March 30, 1983
N

To John Heidenreich 1

.

From Harold Harty

Subjet

.

Enclosed is some background information on the South Texas
project. Some is fairly recent data, some a bit old. I hope ~_

it helps you in your contacts with HP&L.

HH:nb

.

'
.

,

&

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



1
*

6
same Opiam Case- amer. Amer. Lead Cap 7 etat C01stitacTops f

Ret, IIt tyear mestates stem tal em tse- facter Feel clear- See- Reecess Reacter Gere Feet Elasm Tortmees G4J
etenemic 60s. easiet com *. hoe *. cens ses seat symem sesset raiseas seres

M5

260 US P Ducio Canyon 2 293 . nest C4 nest West nest mest Ar= nsa
251 US P Mortn Anna 2 09?9; 492 '99MS 30 West ROM West west West West Stone a w (

a13 6i', ,

s4 P W 8 McGu-s 's19501 1 C#953 410MS 25 70 5 73 17 $2 23 25 nest West mest. West West West Dune
us P Secuove t It980s ? 155 305 35 ?O 7 to 0 17 0 West West West West nest 4,st ha

2t6 US P ss # Farev 2'1976. a+2 30 45 West C4 *est West nest Aest Dan *'
26' US 4 Eamn i MattM 209'9s !'8 30 78 GE C4 GE GE GE Stario wi
M US P Watts Bae119980> ' 203 272MS 35 'O 76 10 2 17 8 West West West West West ness WA
2*7 US 8 2.mme, t 1480s 8490 2t9MS 33 GE C8 4 i GE GE West ma,ser
281 US 8 La Salle 1 30 63 6t . GE CE GE GE GL *ae
282 US P Saem 2 12473 830 30 75 0 48 M87U *est CE West West mest west Utc
289 US P Seoucyan 2st9801 Y vnti 305 35 'O 7 IS O t10 *est West nest West W st west YbA
290 US 8 W%# 2 0980s t 347 363MS 31 70 81 ?621 2231 GE C8 & 1 GE M Cieaver 8 *et* Bovee & Crad
291 US P 8eechrite i P980t ' 6 75 375W535 70 10 3 13 8 24 t B&W 8&W 8&W 8&* 84* 88C fia
32 US P varod C SummerO98Ci 82? 80 nest C8 & 6 *est West West M Dan **

..

297 US F FFTF 09791 540 . West 8ecate C-E kNS West Numt meer seuw 4
30' US 8 Susquenanna,,t.i1980i 16'S 30 70 85 34 42 5 GE C8 8 t GE C8 & I GE 8ecme GE SeetM *

sm .m o n. %,. o.m , ya .i in yo tg 8 e r , y .

U2 05 e Fu 'on 2 Y us 4 GA t.A GA GA GA West Stone & *es
3'4 US P Comanene Pea = 1 . .

12 1 25 37 1 GE CE GE GE GE GEC Daniet306 US 8 Ennce Ferne 2 i1979) 988 226 30 70
. West CF West mest West ACPSI 84R

327 US P 8vroe 1 - West B&W West mest West mest Blount
329 It3 8 Grand Gus 111976) 1 500111 75 40 80 42 It.2 I$ 4 GE C8 & I GE GE GE 4.C
330 US 8 Ferry 10979) 2 552 179 40 TO 21 8 GE C4 & I ".E GE GE
333 US P Bracecod i West 8&4 West West West West G R heocar8
335 US P f sertore 311980) 1 229 2' 35 CE CE C4 C4 (t * *est t'usco
3M U3 P Scietonte 0979i 1 675 375MS 35 70 'O 3 13 8 24 t 8&W 84w 8&W 84W 8&* 88C WA
337 US P Mcand 2 84W 8&* 8&W 8&* GE 8eets
338 PR P isote . 13 1
341 US P nP11 D980) 1 500 4 73 34 70 7 64 1917 2885 84 * 8&* d&W 8&# GE Awson ASH4
343 U3 8eaver Vancy 219796 550i25i 134 a0 55 4 45 .. West C.E nest. West West West. $rone & **e
344 U3 P Cataosa 10980) ? $34e7) 534 25 70 5 73 24 42 3195 West *est. *est. West West GE OPC
345 US G Somme t 962th 1506 30 75 GA GA GA GA GA A-C
346 US 8 Caton 1 . . GE CB & GE GE Smoeg M Sawremi
341 03 8 Ennco Ferwn 3 460 75' 35 80 2 89 GE
352 U3 7 C4daway t West C-E West West West GE
368 US 8 Snorenam . .. . GE C4 GE GE S&W Gt Orevo
371 US P W 8 McGuire 20980s 1089 4 t0MS 25 TO S 73 17 52 23 25 West. Wee West. West. West west. Oute
373 US P Catts Bar 2 0980) 1 203 272 35 70 78 t0 2 17 8 *est hem West- West- West Wem. WA
375 US 8 La Sape 2

. 30 63 81
.-13 ' 23 8 GE C8 4 i GE af GE 88C 7VA3'9 US 8 Hanswee A109791 3 5000) 7*0MS 35 70 10.7

.. GE CE GE GE G1 *msa
,g

371 US P Midiand 10977) 8&W 8&W 8&W 8&W 8&W GE 8echtet *

382 US P f me vers C4 C-t C E Avery C4 C4 CE Seemet ' I'

T4 US 8 Moce Creen 1097h 2 265i3.h 30 GE - GE GE GE GE GE Secmes
.

**

333 US 8 Asiens Creen 2 GE . . . .. n
93 P Comancne Pean 2 .. . West. CI West West. West ACPSI 84R V

- ;S P Souen 7emas 2 2 700in 40 77 12 12 West CE West West. West West 4 &ll i

us P Formed Rmer 1 .
. C4 ' C4 C4 CE C4 88C tures & Poe

394 US P ''raeca 2 0940s 1 534.7) 534 25 70 5 73 24 42 3195 West. Aest. West West West Gt DPC
399 US P 8vrea 2 . West. 84W West West West. West 81ount
400 U3 P roi Crees t IS4bPeSi . . .

70 85 34 42. $ GE 48ecmsi CS & 1 GEC8 & I GE 8ecmet GE BecmW401 US 8 Susavananna 2 0980, t CSS 30 .
. West CE Aest West. West GE

C7 US P Mayoort 1
. .. . . CPS .

C4 *est.408 US P A47 3 Satsos41980) 1 637 494MS 34 70 8 73 19 74 28.47 C.E CE Avery
409 US P Bradwood 2 1 000 . .

75 .
- West. 8&W West. Aest. West. West. G E heecer9

410 US P Seabroom t 09801 2 085 10*3 30 .. 10 50 48 85 West. C.E West. West. West. . M Pens
41i US P Sat Onotre 311980) 1 t60 13 30 70 13 9 34 8 52.5 C.E C4 C4 C4 C4 GEC 8ecmW
414 US P 40rth Anna 3 0879p 660 17MS . 8&W ROM West. West. West. Wen Stone & Wet
41S US S Revereead 1 (1980) 1 700 399 GE GE GE GE .. GE Stone & Weet
d'8 US P St Laos 2 .. . .. C4 C-E Avery C4 GE C4 West Enasco
8t1 US 8 Perry 2 0977) 2 $52 179 40 to 21 8 GE C8 4 i GE GE GE
4 8 US 8 mine ude Pt. 2 ..

459 US P Mavoort 2 . CPS .. .. -. ..

426 US P Surry 3 1280 2.3) . ..

C 7 US 8 8taca Fon 1 t1980) 2 38817) 30 .. B&W 8&W 8&W 8&W 8&W GE
70 GE GEROM GE C3 & 1 GE . GE

428 US P Anna W Vogtie 10 97911 811 30 78 -. West C-E Wem. West. West GE *msh
429 US 8 Lamenct 1 |1980) 3 358t7) ..1244 30 80 9.. 3S .. GE GE/C8 GE GE Secmes GE 8ecnte48
431 US 8 Martswne 81 3 5000) T70 35 70 10 7 13.1 23 8 GE CS & 1 GE GE GE 88C WA
434 US 8 Mar' sees A2 3 500t11 1*O 35 70 to 7 13 1 23 8 GE C3 & 4 GE GE GE 88C WA
435 US P Sesoroon 2 (1980) 1 825 185MS 20 4G 80 10 50 SS West. C4 West. Wast. .. G8 Pene
441 US P Martis Mia f .. ..

30 8&W ROM West- West. West West Stone & Wee.443 US P Norin Anna 409791 8600.3 8) 170 ..
65 West. West West. West. Weer. West. 6 E keweerg

444 US P Snearon Marns10 9791 1 421 47'Ms 25 . West C8 & I West. West. teasco West inasco
445 US 8 Samy 78 GE C4 GE GE .. GE
447 US P Jamessort t
444 US P Chnca Arver

.. .. West. C4 West. West Stone & Wet GE ..

1 950 -- .- 75 .. . .. West West West. ME DL GE GI Stone & Wee
449 US P W4P4 thcmand (1980) 1 ST2 602 33 70 9 98 28 213817 8 4 W 8&W 8&W 8&W West.
C t US P Surry 4 5060.3 Sa . .. 84W 8&W 8&W 8&W

..

G4 ..8&W
453 US P Martie Mig ! 85 West. C4 West. West. West. West. 4 It 8leecerg
454 US S U. Rosase 2

..1 325 .. 30 .. GA GA GA GA GA .. UEC
455 US W Amn W vogne 2179)

..

78 .. West C-8 West. West. West. Gt Walsa
458 US 8 Grand Goal 2 0978) 1 5007.11 7 $ 40 IO .St

..

..18 3 GE C3 & I GE GE GE A.C ..tt 2
~ 7 US S Martsene 82 0978) 3 5000) 770 3S T0 to 1 13.1 23 8 GE C8 & 1 Gd GE GE 88C WA

454 US P Pais vere 2 . ..

..14 4 ..'88 32 4 G8 C8 4 i GE GE GE 88C TVA460 US S Pmoos Sead 1 (1980) 2 2001 4 730 SS 70
. C.E C4 C.L Aeery C4 C4 GE teema

,
C 1 US B Pn' ops lead 2 (1980) 2 20017) 710 35 70 14 4 18 8 32 4 GE CS & 8 GE GE GE 88C TV4
443 US 8 Skagt 1 75 GL 8ecmas CS & t C8 41 GE GE *est
464 US P Pderve 2 .- .. C4 C4 C4 C4 . GI Sectem

*

445 E 14 Pueon 1
1 154t h 259 .. 15 7 35 26 42 3417 8 6 W 8&W 8&W 8&W 88W GESP Proese Sonnes 10979612080) 219 28

. . . .. GA GA GA GA GA West Slone & *st-**

SP Tyrone itSNUPPSit t t 70 .. .. . .. West Wow Wed. Wee West GE NSP.'. S8 Limence 2 0980) 3 358 (D ..l 244 30 80 9.. 35 48 GE GLCS GE Gt SecmW G4 Secnia
469 US P Svadese*8 wou. West West West 19) west
4?0 US P Centra #eeef . . . . .. .

472 US 8 lbwernead 2 7S *28 70 Gt GI GE GE G8 Stone & We9
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Reactee Ovest Eth- One c$ Maea
Ref. Ne, hame C plaat Lecaese lyte end MWE$ Osteet slency retolar Owner Oeerster feetrector Aneutect.

sember gresa set BlWit) t power 'Terste? Inyseer
sea.

260 US P 0+as:o Canyon 2 San Les Ctpsac PWR 1 1156 3 568 80 PG &E PG & E PG &E *est
251 US P horn Aane 2 MAerm Wa PA41 947 848 2 773 32 7 79 Vt P Vie Stoa = 4 Wes Stone & Wee

252 US 8 W 8 *McGu6te t Mt Mody 4 C PAR 1 1220 t 180 3 411 34 6 80 Ouirt DUME Wnt Ove Ouu!
263 US P Seowvan 1 Cam *ancesa. Ten PW 8 1 ! '83 t tas 3 ett 33 to fv4 Iv4 W.sr Ta
256 US P Jos W Farv,2 Octnan 4 a PW91 861 829 2 $52 31 80 APC APC Danic SS Secme

- 267 US 8 Eamei Marcn 2 Sasey Ga 844 1 852 82S 2 438 32 7 79 GP GP GE SS SS Secmet
261 US P Wans $3r 1 Soreg C#y fenn PWR 1 12's t '77 3 411 33 5 8' TVA TV4 West Tb4
277 U3 8 23mreer 1 Masce. Omo BW41 840 8'O 2 438 33 81 CCD CG &E maeser Sarg & Lun
281 US 8 La $se Covey i Seneca m 8A41 I 122 1 074 3 293 33 10 79 Comti Com($ Com(d Sag &Lun
282 US P Smm2 SamMJ PW41 1154 t t t 3 423 32 5 79 ACE OPU PtC & PSEG ULC PSEG
289 US P Seouoyan 2 Isr (nattanooga fen P441 1 1831 1a3 3 411 33 81 TVA TVA West TVA
h6 US O *NP 2 Amand Asaac wasa 8441 1 150 1 100 3 323 33 1 81 WPPSS WPPSS Surns & Roe
291 US P 9euetome 1 Secttsa~o Aa PWR 1 1263 t 213 a 800 34 83 TVA TWA 8&W TVA:

I' h2 US e virgd C Summer 1 Jentas.*ie S C PW41 950 900 2 775 33 80 SCI & G SCE & G ' Daae Gieert*

4237 US F FFTF AMnd Wasa FOR I . 400 80 Oct West Man West Man Sectwei
IC' W3 9 Susquenanna f 8-mict Pa SWR I t 1001050 3 293 31 8 82 PP & L PP&L Sacmet secmet
304 US P San Onofre 2 San Camente Ca PWR 1 1 127 1 057 3 390 31 et S Ca f 4 Sots & Cats C-E Secnte Secmm
309 US P Scum Tesas 1 Waaseorta in PWR 1 1 250 38t 7 33 84 Mt.P CenPC san MLP Broen & Root $<oon anc Root,

'

312 US G Fuacs 2t Lanuster Pa mfg 41 1200 t 160 3 000 39 Pena Penn GA Stone & *et
3'4 US P Comancae Pean 1 Gen Acse femas PA41 1150 t tto 3 411 34 82 fuC fuC West G 06s & *ts
326 US B Ennco Femn 2 Monroe utn. 0441 1 154 1 093 3 293 34 1 82 DE DE Damel DE
327 US P OFon i Syon lit PW41 t 175 t 120 3 41; 33 82 Comid Comed Comfd SF$ & Len
329 US 8 Grand Gv41 Port G.eson %ss 8*41 1 302 1 254 3 833 32 81 82 MSE WP & L GE Becnte
330 US 8 Pe'ry 1 Perry Omo SW41 1252120$ 3 579 33 6 43 CDC Clic CDC Geeert
133 US P Bemaeoos 1 traceood it PW41 0 1751 120 3 425 33 83 Comie Corned Comed Sag & Lun
335 US P Water 1ord 3 Tat La PW41 1 1651 125 3 410 34 32 LPt LPL Ebasd E basco3
338 US P BeMonte 2 ScensDoro Aia PW91 I 26112t3 3 000 34 04 TVA TNA 8&W f)A
337 US P #c'and 2 %diand %cn PR 41 852 4!8 2 464 34 5 8' CPC CPC Secmet Secmet
32 P4 P iscRe Arecao Puerto Ace PWR t 583 .. .. 31 P8WRA
341 US P W9P 1 %cn'and Amarid Wasa PWR 1 134Q 1250 3 790 33.1 43 WPPSS WPPS$ . UEC
343 US P 8eaver Wawy 2 SNomcoort. Pa PW41 091 852 2 652 31 86 t a ') Ongesne West $rone & Wet
144 US P Caraeta 1 Clover S C PW41 12CS1 145 3 411 33 8 83 Oute Dune Oute Oute
345 US G Summt it M.osetown Del. mfg 41 781 7'O 2 000 39 t 0mmarva De*narve GA UIC
348 US 0 Cknton i Chnton lii 8W41 98S 928 2 894 32 1 82 IPC iPC Sandwe sat & Lun
349 US S Ennco Forms 3 Monrte %cn IW41 1 2231 180 3 579 33 t DE Of GE Esasco
311 US P Capaeay 1(SNUPPS) Fonon We PW41 1 1761 ?20 3 425 .. 81 Umon Umon Damse SecmetS 4 P,

; 364 US S Snorenam i Shotenam. NY 944 t 849 819 2 438 33 5 83 ULCO utC0 Stone 4 *et.
-

371 US P W 8 McGere 2 Mr Moey 4 C. PW4 t 1 2201 100 3 411 34 8 42 DUut DuitE DURE West Dunt
3?3 US P Watts Sar 2 Sormg C4y Tenn PWR l 1 218,1 177 3 425 33 5 82 TVA TVA West TV4
371 US 8 La Sade County 2 Seneca tra gn41 1 1211 078 3 293 33 41 Comed Comid Comed 1st & Lun
3'l US I Martseme Al Her'swee ienn SWR 1 1 269 1 233 3 579 33 5 88 TV4 TVA GE Stnde
Lt US P %dand 1 (dual Pur91 %diand. Ecn PWR 1 526 491 24(8 44 1 82 CPC CPC 8ecme SecmW
382 US P Palo Ver$ tt WWersbur8 As PA4 9 1 307 1 270 3 817 .. t ANP* APS . Setntel>

384 US 9 Moce Creen 1 Sasem 4 a 8W41 t its t 067 3 293 33 4 84 PStG PSE3 Sectesi Becma
393 US S Aseg s Creet It Waibs 'en IW41 1 200 . . .. MLP MLP Ebasce* Dasco

398 US P CJtanta 2 Cever S C. PW41 t 205 t f 45 3 41 t 33 8 SS Duke Dune Dune Ovaa
399 US P tyron 2 8 tron lu PWR 1 1 1751 120 3 411 33 83 Comf8 Comic Comed S. 4 L
400 US P Woo Creen 1 IS%UPPS) Surknoton. ilan P* 4 1 1 1811 '50 3 425 .. 82 NGL WCPL EGE Damel BecmetS & L.
40t US F Susevenanna ! Serwcn Pa SW41 1 103 1 050 3 291 31 8 83 PP&L PP 4 L Seemse secmel
( 7 US P Wavoort it Mayport Fla PWR t t 150 . . , t JEA JEA OPS
408 US P *%P 3 Sarsos Sasce Wasa PW41 t 3161240 3800 32 8 to WPPS$ WPPSS Esasco

'

409 US P tradwood 2 Bradwood. til. PW41 1175 t 120 3 41t 33 84 Comed Coete Comed S&L
4 0 US P - Seacroce 1 Seae oca NH P*41 1 1941 144 3 411 33 $ 83 PSNH PSNH U(C UIC
411 US P San Onoire 3t San Clemente. Ca PWR 1 1 127:1 057 3 410 31 82t Scal f450f 4 Stal to CE El terms
414 US P llor*n Anna 3 haeral Va PWR 1 95G 907 2 831 33 3 88 vtP vtp 54W Stone & Wet.
st$ US 3 Revereend t St Franoswas La SW4 I 192134 2 894 32 2 44 GSU GSU S&W Stone & Wee
418 US P St Luos it Ft. P'erce Fla PW41 441 777 .

33 8 85 CDC CDC CDC Gdbert417 US S Perry 2 Perry Otso 8W41 12S11205 3 S79
. t FPL FPL Ebasco Ibasco

418 US S hee ude Post 2 Osweso. NY 4WR t 1 135 3 323 82 NMPC NMPC Gi Stone & Weg
419 US P Mavoort 2t Mayport. Fia PWR t 1 100 .. ,. t JEA JEA CPS
428 US P Sorry 3t Sw'y Coenry. vs. PWR 1 925 858 2 831 34 03 VtP vfp West Stone & Wet..

C 7 US S 81ack Fes 1 Incas. Ota. 8W41 t 223,1155 3 S19 34 2 85 PSCO PSCO PSCO IV
429 US P Alms W Vogtle i Waynes0ere. Ga. PW41 1 21% 1 184 3 411 32.5 84 GP GP GP 8ecntes
429 US B Larnench t Pontowe Pa SW41 1 1461 100 3 440 32 IS Pann Pena Gt Secmel secmes
*31 US 5 Martswas 81 Hartswne. Tenn. SWR I 1 2661 233 3 579 33 5 89 fv4 TV4 GE Sense
434 US S Martsume A2 Martsene feng. SWR t i 2691 233 3 579 33 5 87 TVA TVA G8 Sinde
435 US P Sesoroca 2 Seanroot NH PWR 1 1 1941 148 3 411 33 5 81 PSNH PSNH UTC UEC
441 US P Messe Mie t Paneswee. Ineana PWR 1 1130 not 3 411 33 82 PSI PSI PSI Sage & Lan.
443 US P Nort> Anna 4 Meeral Va PWR 1 950 907 2 831 33 9 87 vtP vtP Stone & W Stone & Wee. L
444 US P Shearen Harns 1 Bonsal 4 C. PWR 1 96G 900 2 785 33 84 CP 4 L CP & L Dames Ebasco
445 US B gacy Smeevrose. Ine 8W4I 844 844 9 931 33 87 41PS miPS Gt Sag 4 Lan
447 US P Jamescort t Jamescort. 4Y PW41 1 229/1 189 3 425 12 8 $$ Lace Ldte Stone & Wet
448 US F Chnca RNee Oaa Geoge. fee, F841 384 350 975 39 83 Dot.TV4 TVA West Sums 4 Roe
449 US P Whp 4 4.cmang 4,chtene Wasa * PWR 1 1 340/1 250 3 150 33 8 85 WPPSS WPPSS
i9''P Svery of Swry Commy. va. PWR t 925 858 2 831 34 t vtp vtp

.. Ut & C
West. Stone & Wee.

453 ' ; P Martile His 2 Panessee, la6ana PW41 1130 set .. 44 PSI ras West. Sale 4 Lee.
454 :G St. Rosane 2t Amance ts. MTG41 11 240 ..

22 S 87 GP GP GP tecmW
39 t LP & L LP & L GA UEC

455 US P Ahne W vogtle 2 Waynestore. Ga . PWR t t titt 184 3 411
458 ~ 8 Grand Gud 2 Port Gesen. use . SWR t t 302/1250 3 833 32 41 81 MSE MP & L GE locmes*

C 7 US B Marsene 82 Martswee. fann 8W4 I t 2691233 3 579 33.5 90 TVA TV4 G4 Sinde
458 ; ' P Pso vers 2t Wenrettiurs. At PW41 13CT,1270 3 817 .. t A4PP APS 8echtd Secmsl
460 US S Pmops Gene 1 Segoeswee. f4 8*41 1 2691 233 3 579 34 87 TVA TVA GE TVA .
| I US 0 Phoes 8end 2 Sw9amswee. TN 8W41 12sti 233 3 $19 34 89 TVA TVA GE TV4
483 US O Saagd t Seere Woowy. Wa t*41 1 3351 288 3 000 33 9 . PSPL PSPL GE Becmet
484 US P Pwgant 2 P'ymoven. Mass. PW819 12eort 180 3 829 32 S 8 82 Brmte ecste GL 8ecmW 9eemes
a65 US G Funos tt Lancaster. Pa. MTG41 1200t too 3 000 39 t PfC PfC GA Stone 4 hea
488 US P PeetMe Sonnes 1 Artngton. or. PW41 131er1260 3400 35 90 PGE PPL PGt 0 4 W 8ecntes Secmes
487 US P fyrene t IShuPPS)t Durand. Wts PWR t 100 .. 33 t. 45P NSP West Secatai

468 b$ $ Lamenca 2 Pomroes. PA. SW41 l 1801 100 3 440 32 87 Pena Penn GE 8ecmae tecmsl
489 US P Sungsserft Syne Cat P*4 2 $?t934 2 185 t 50GE SOGE Weis Stone 6 Wet
470 US P CenPs mee (Vanoshalt P'ane Csy. tous PWR I 270 . .. t IPtC+Consornwn IPLC 84W
472 US B bornend 2 St Franoswee ta IW41 991 934 2 894 32 2 GSU GSU Stone 4 eet Stone 4 Wes
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.' ' #29 004 Chase Fed 2 ChXL Paarane t 684. Pation Wasse Semy Das News Gas
.une ?.33 000 he v.. Piaat la . J M uccanree

WAPaastn W omLTo "

3 532. Pee fees 130a Puenurst 2100, Ptet a+w 66.121. Das My R C feesr uns 6 - 20.0v0 he
Porsar 19201 Pat aucnes 15 858 5mross I 3G2.5henmukhan -*

. q* . Net 5te Gen (1930) ~ 16 fd253 000 hele ~~
8101. Simspes I.371 Shase 18 200. Somerman I th& Sow Whmins th8 c[[PwATER OtAMPOL Housta, Tes ". Steam Iw>e Gen Cap 2.942.169 he
tme 1062. Sanes 1814 Teswy 1081 vukr 20187. aseen Det % 8 M Saces Net Sta Gen (1980) 192.907.000 h* Gas Twt >ne GA Cap to 500 6.(I tow) *

I 836. een Orange 5000, men 2.391. mene 1810 %em Twtnne Gen Cap 19.000 he Natwa Gas
samarao L134. ** 8.161 anneman Lacg 8 ram.s Iks Mmwa Gas ? Urds 3 2 156250 he es t>ts 5-6 636 061 he es

Out 4 E G Graham t>t i .1000 he the 3 10 000 heg s . L>t 3 275 000 he L>t7 551.1496e ,

3cmbas M Une 2 4.000 he -: 9 , und 4 531.398 he
Aets 1248 Argem 3 632. Armashes I $71 Raher 14 481 Det htgr 3 8 Fuerst w' 'E . ' P M ROBcE50s.BachM.Tes''

'

8 mum Rouge 297.82t t 1021 Danssme I 771 teuM 0 CLAhE.Mouston.Temas " '

toenssee !I 957.Snssly 3 704 m2.302.Cavss2 304 Braare Das Rast 54s CiLloyd . - Mant Sp. ._ .+ C E Maar
'

Cmwar 1180. Caes 8.609. Chameseta L184. Chrdh Post Cat tigr 3 A taper 7'st Sta Gen (Ib80) 251120000 h* *aet Sra Gen (1980lt . 11891I36 000 hww
1986. Chres 2 802.Crescas 2144.Detamme 1521 Denham han Twtwo Gen Ce _ 210 000 he - Steam fw>e Gen Cap. _ . 2177 644 he
$seegs 14 502.Duphssa 2 021Dulcam.a 1100 Dusan 1.111 Stas Pah4hk Det Gas f* tan Gen Cap 81000 he Gas Twtre Ges Ce 4 !4 500 h. (I un.t)
Emm L591 Ermaman 2 072. France 5emegent 1256 Games Out % t Cadner Mmws Gas NaVWCn :

2 004 Gonraes t7.600. Grand Cassa L30L.Greenmee 5 arks then 1-2 30 000 he es unes 14 75000 he sa und I 477000 he ud 3 530930 w
2 824. nacknerry 1.500. Meyes 4.500. Hunderson L700, hea teny Ost Gas Two"* Lhe 2 477.000 he t>t 4 692164 he
L33a toma 2.104 hksan &Sta isrman 2.101 Asmags Ont % t Gardner unes16 112 bus

,

il191 take Arthw 355L take Charms 96.004 tameland a
'

Mesm Clate De GREEN 5 8Ay0u, tmusan. Taas . e * *
1021 tomesen 1144 taemes 1000. asarmgaan 1831 T0wM5 5EfvfD ANO POPULAT10st
tsaurmee 7364 the 1200. atrganra 1.500. 0ak Grae 3 621 Cas % Maes Meena mad Suid _ A( Watan .Aksi 1367.' Ana Lama 2 317. Bachit 2 723 Sarett 3 919.

'

Due I120L Pat Asse to 854 Port 8mm 2.131 Praremme Net Sta Gen (1980) 2.604.372 000 kw Baytown 56.650 estase 14.936. Bahng 1.081 arocksrev 2 lit.Du8
L50a 5: amme 1204 5t Frecumes 2.924 Sc Cannse 1571 Swarn twbne Gas Cap 744710 he teoksde 1432. Sunhar thd 3]al C#.ar $ayou | 3F9
Scasmease 18 6i L Ssse 1334. Sonene 1800. Stats 2 GCh1 % * I I"" C's Twtwo Gen Ce 362.340 he % gy.464 Cha W C4 21364AmervW 2930
1enw 22400. Sunnet L671 Swahne IJ2a Tooms L800- t asy gg "o"'w'n' i 2 66 000 he es . Came 9.536. Cmsay I.599 Osntkey I.347. 0we Pat 22 550.85

Issis 14 - 100.000 he asteneris 2.361 wahar 5 004. Desmane 6300. Vasgs.se u, gg m Una 5 408110 he
Enh62164E W 1111 her;iort i 324 I. Gawie Pat Jl 010. Zacesy 7)98 g 337. Ca%estan 61601. sue Pa41295 Me*g waare 2.518as Tene

Elec Cast Ass 9C9016 Com 124.298 tus 1.6330mers 76 Tate 6+8mtands 4349. Mecncoch 6 311. Meus:ca1.554.991 Mumtse6 Unas . 64M he n L ,
. * '

1.035023 . 6 652. Hunters Creek 4110. Jacres C4 8.921. Jr sey vege .
le0USTOM LIGHTBsG AND POWE8 CD Enc aus Cast A.g itate 05 0e/hahr. Use 14.219 tehr B 4 091 Jones Cneh 2 602. aany 5 677. Neman 1291 takeggg, gag yg ,

FA 8es 1700. % Ten 27001 fas Mstsomyses pus TaneJaar Em0 8368 a 14.11 JacmW Lahed 2R7As %
Tat 228 9211. Area Cadec 713

Mme Supt M C laams ,

13 862 temas 2.9ra umwss 3 467 ut%r 2 991Msic e C4y
Net Sta Gee (1980) 11073.113000 kw 21323 Mare Be%eu 2376 Nmau Bay 4 508. N*dr'ir i 428.' ene a Cap 2M1800 hePres & Ch Esec Ottcar 0 0 Judan IsAJoe asTraCOMECTIONS % . 06sur Creet i 470. Pasadena 111 $84 Peadand 13130.Pecy

Esec W G W Cores 3 Pass 2.942. Pere Vee 3 60L Ibchrmand 9 710 acenog
W l 692137 kw Und2 H &l!2he, S , 2 582 Rosenearg 17.707. 5anta Fe 7 254 !aatroch 4 647.5ealyEsec W M 4 Coas lias Te Esa Te TaRages
Las 3.M2Mt he ,

3 8815hstiin 2.43L5nere Acres 3.237.SoHoustan 13182 SoEsec W S O Sohara ter kr Aut 200 000 138 h
Ceaus W. aan J 0 Commt fesas P&L Ce 1200.000 345 he ( 5de race I.372. Scarg 1.124. So *fl.Tomean 3 971aaaer

va ey 3 355 5? aft:msn" ,

Game W a e tenche, Cedra P&L Ce 600.000 61138 5 345 h 7 I" *

.% 4358 Sugar ans 8.531Taver take 3 6
Game W. 5ys E- & Chr - D E Smmons I237. Wasis t.127. Wetster 2.142. W L>e Rre il 973.
Gsme WP. Fansa ta8 & Canna E A Twaar 1980 Net Sys haut57.228.126 000 huse het sta Gan (1980) 2.181460.000 heer m 9016
W. pw $,3 g,, 3 M net Cwsman 1980 Poest Pachased720193000 has, Siesen istune Gen Cap W 000 he
* C L M6 sew IM SaksSuc54 803.619.214 ben, Gas Tatw<e Gen Cap I4.500 he (! Und)
W.P sessy a t Esans y No/Tsansa kasta 26. Tat 6.a 28.680 859 Naturm Gas

W. Ps & Sac AEM Na,thnle Subs:a 160. Tat ha 16 538.375 Unes 3 2 - 100.000 he se N 3 350 000 be - SOUTHWESTERN ELECTRIC POWER CO.s

$sc & fases J t mhnsaan framam VuR 838 he & 345 ks. Pole thus 3.833 428 Trave St. P 0 8on 2I106. Sheeveport. La

Cared 8 5 Lamaner l'aven um 69 he. Poe Maes 506 5Ati KRT110R Hoesson, fas a' 71156
*

DssSrun Vos 34 i 12 47,72. 416.2 4.$t t?g & Sac he Pos Piant Supt. . D A Bust - Tet 222 2141. Area Code 318
GawsmnDe is.es 17396 Net Sta Gee (1980) . 1421751.000 kose ,

Dit ter 0 G Gaiman thderymsus Catie tedes fransa 126. Prun & $sconday Dsir Sleain Turtse Gen Cap N W ke * , See tvang a taasena hr pedseg a rmanaso

1389.11 Ltg 1.515 Ga ldne Gen Ce 48.500 he

*
baressert Oss for Gen Ce a at Jun 1.1981 11.607.502 he Nahes Ga ,,

One % J n Tayer Sys Peam (Sanmar) 10.535 000 he. (Wesar) 7.357.000 ke 1845 I I' 350 250 h* es thts 14 ;219000 he es .

Gas Twtwe

Sarten Da.Chamene. Ost DEEPWh'ER Hastain unt1 27A00se the 2 14.500 ==
Da up Jf Scsues, Plant Set G L Slaams SOUTHWESTERN ELECTRIC SERIICE CO.
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HOUSTON INDUSTalES INCORPORATED
-

i
:Trirnes

Charges Earned interest Call Price Range
8

t.o.Nt; Tl'.lt Al Dl!!!T Rating Outstanding 19st 89ao Dates Pnce lost 19so
CAPITAL STRUCTURE Amount g

suborst. alch. S'.% due t985 .
_.[0SJ7.820.000t 2.M J.t t i F 8t A B C100.54 84W. 82% 88 - 77 f

fouc

.... Price Range1 ... ....
L3. Ileton Lwhting & Power Co, conv. A2

2. Subudiaries' ek.ht .
.... Et.a90.tJ9.oual Earned per Sh. Divs. per Sh. Call

c.trfTAt. STOCK Value Ottestandanir 19st t9so 1981 1980 Price 1981 19s0
Par Amount

@ 53.14 E82.24 82.64 @21%.16% JI1Ve- 24%
1

-

t

5 bject to change, see teat (IPursuant to the corserate restructuring plan in
. . . . .

leve f3'8.864.000 shs. ES3.t 4

g. Cnmmon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . No parl ll.ami nn avg. she. as reported by Co4 adjusted for J Tor-2 spht in May 198t.J u
debs. issued by Ifuuston L.ightina lle 1

son Co. rssumed joint and several halataty with Houston Lightmg as Power Co. for payment of pnnapal and anterest ondebt of }{ouston Lightmg & Power Co. due parent.'

!540.000.0u0 subord.i

pnwr t'o. N' Times neer.all charses (af ter encome tas). (bas of Dec. 41, test; excludes
''

itrutsides $n.7 4 paal pnor to J-for 2 splat. CAf ter J-for 2 sphtt before. 29Ya-23-bilities needed to successfully complete this uncertainties regardingprice of natural mas dictate that we reduce our
. the availability and

ll due speed.
vectnnett in Tex. In Oct.1976 by liouston jointly-owned nuclear project.September to replace brown at Root as des in dependence on gaawith a

HISTO'.y Bechtel Power Corporation was named Management Changes Madeign
f.ighocar t . Power Co. (flouston Lightina). pursuant to a merser and In order to continue strong continuity inengmeer and construction managee of STP
o rtwrate restructurma plan. Co. became the and m February 19a2 IEbasco services. Inc. management, a number of major organiaa.

<

i iOn Ju 14.1977, * '

changes were made in 1981. Four f
he project's new constructor. tional

rwner of all of the outats. com. stock of flous. ton Idahting and two of its former subsidiar. was selected as tIf L&P executives were promoted to vice pres-
subject to sataaf actory contract nezot ations.The experience of Bechtel's personnel will ident and another vice president formerly with

;

its. Prun.ary Fuels. Inc. and Utihty Fuels. Inc. i i

I : the noturr and restructuring, each share of enable desean and engineerms to progress the Tennessee Valley Authority was added toof Ilouston I iahting hiahly expe- head our nuclear operations staff. Primary
the coutsr. com. sancitactame one sha'e of Co. com. stock. In addi. more rapadly at STP. IEbanco is a

* i i
frienced constructor that has engineered or Fuels selected a president to head its opera- |

four vice presidents. including , a950

debctures became convertable into Co com. budt more than 40 nuclear f acahties and
teun, llouston Lschting's outstg. convertsble Non. safety.related tions and added,e newty. created Western Dis ; i

one to run PFI ,

fossal and hydro units.
~ again by

construction is scheduled to start uhP target, taict in Denver.
July, with safety-related work on S flouston Lightina at Power celebrates itsstoc k*

100th anniversary this ear. While we reflect {

on our girst 100 years o[ operation, we contin *ed for September *OU$iNESSt o. is n huktinst company, which thru its
prww sp.al subsidiary (Houston Lischting)is en. Apene Creek Seeng Re-eva ua eIIL&P is re-evaluating its plans for its other ue to plan and look forward to our nest centu.} ;l td

.

Allenn Creek Nuclear ry of service. Reaching this milestone provides ,[emil in the generation, transmission. distri- '
pro ect-thenuclear cation. The company has the op. both an opportunity and a compellma reasontastion and sale of electric energy, serving an Generatingtion of completing Allens Creek as a nuclear to rededicate ourselves to the concepts that Itre of the Texas Galt Coast Region.

Thru uther subsidiaries. Co. is engaged in plant or the use of the Allens Creek site for a have made our com:2any great. h icoal plant. Considering the possibility that A3 As we embark on this second century we 0oil mi aras esploration and in the acquisition '

arid dehvery of fuels to electric generating lens Creek may not be built as a nuclear f acdi. ask for your support to help us make our next
gatr.ts. See ** Properties'' below, ty, llL&P la emptorins the market possibihties 100 years even better than the first. ,

for the sate of major items of equipment it has ! , ,

already bought or committed to purchase. Don D. JordanPRO 8ERTIESTbsu its suitsidiary. IIouston Lighting 8e The company is also considenna its abihty to President and Chief Executive Officer i
b

l' .wcr On.. Co. e>wns and ops; rates generating obtain rate rehef, so expenditures on Auens
f a tho** w ah nn neareirate nameplate capaci- i d over an appropriate Houston. Texas

I'tv oi 1 L.,u?.soJ kiluwatts. Primary Fuels. Inc. Creek might be amort seperiod na time. Durmq the study period, es. Starch JJ.19AJ
h.in a Nf:;. interest in an oil itnd stas emplora. penditures associated with the project wdl be ihe.n veto ure th.st has leased approx. M.000 reduced to an absolute manimum. MANAGEFAENT -

I. Anore ara from the St. ate of Texas. Ven. Four Units Acceterateenire osu. hi* a Federalles.se of approx. Il.Ot2 ogne,,, ,*Activity associated with both if L&P's nu-
ctest projects has been considerably less than D D. Jordan. Pres. & Cintt Esec' Off'.a ram. ho. PFI has comnntted to a hve-well I -

1

espected and as a result ex penditu res for G AV, Oprea, J r ' Vis e. Pres' $so :t.no m the Anadarko,ILisin of Oklahoma
k N P" T **

a

umtgny. a deet E !!cnburect test an these units are lower than carher prosected.
1) D' he"%"'on Sec & ht,' hens.

v h .. i. . o e , nniy. !% mas, wnts a second htm. and tThis has aHowed the company to accelerate jgg ."unn n ation with a third company in a lease ,.g ' ohnst .
'' & . t. Treas. , ;or n stion and dnhing proscram in an Aho seas the estimated operational dates of four hgnate-,LS' ^**I*

Two units at the Limestone Electric Gener+ (#*' ""U"*"#*"* "*b"'*"firc<l arencratang unsts by one year.r t * * t in eastern New Sletico. Addstwnally,
I a

;I f I ts . det utui not ten a on'irme parttopaunar stinst Station, on which the company brotte 3* rectors
p i . n' .esplorntmn prostram with 5heH OilNeverthelen, l*F1 wdl continue in arnunit in Octr.her. are now schentuted for(Showing Awe & Prin irial Corporate

'

yW ...us sts parti 4 6pation in Shell-rtlated es- completion in 19% and 49)e7. Two rnore units Agnaiatam,en .euv
5tanonat the Malakosi Eter.tric Generatin.:. r+rv wrus tirHhng ut ytar7end t9st. and ; " "I " "**

are now nrhedulevi to be ope rational in 19s9 * * g' " # # ' ".'d''p. i . oserung etevelopm. nt sinihmt of Shed re- " "' "" "

. . u.she r sehnheary. Utd ty Fuels. Inc was site was made in Deceemtiert mite work wdl "" m""am R. hown (44 Gs n(ral C'*onne'rt v.f Ca.and tv9+ The announcement of the Stalakoti. .te n .i- e nverirs unreaalv m.ade, Wi
r aA W lloteston law hm 44 Mer'

or mome m 4W l. It rurrendy owns the ra * start in 194L and. cmd

'd er and aes.nl handhner equipment netre- 04vufend Reinvestment Empested To Qualifyle>r IIL&P 8 U"". 'Dee,s ( b,) V.n e-l'res, ant! Trras.. Co.:
-

Another po,utve <fevesopment H.Rf.reewir e sm! wupply servnes to llous. has been panssage ut the F.aonomic Recovery Esec. Vice.I*re .. II .uston I.ishtm,r a Powere

.
.ung h ower t.ompany' of the taje per.

Tax Act rir enu. <>ne pnnosum,s cash dmdends to.Jonn C. Echets ( pet. Chann. of thi. and Chitf
*
*

mas sharehours who ranveW3330l ARTES f wlu Hy-owned)
n -e n.n 6 whnne N Power Company in the tornmon *tmk of utd,ity compan.cs ten lhec. (Jtf., Citurns it. ink an,6 Tru=t Co. '

ur v i u. 6 luc entude from inen up te 5750 rwr year
($1.500 on joint ret u rne) of the ehvidends.

Howe,q w, Horne (531. Chairma n of the
'ga v i ui t ., | startitur in t'M A We be beve til's Dividend lle- Doard. The llorne t'o4 (S rn tur. Alhal Danla

i

.. e n. 4 enwn,.
D " "'d """# F I"r th " tem d*- of Ilouston. ""

|"""*""$ t. Purenated Power Essentia,e
" "] *"f'* ***"g ' '' g "'' "" 9 "#LETTEM TO GHAREttOLDERS "'I'"'c.

f u* Butu,etan, pe,4w.e letter to shareholders ofent and Chief dEsecutsve Qt.li

"# 'L ad a ther en arn+ r "' "" ''"I " d !"' ' " * ' " " ' " "
'' * * 6f n., r. ton tewtut.te,es encorporatets se se ep g,y.ven though , lit.h t* han one asi

e ,rt ,s th

' ' ' ' " " "'* I"" L "3 "''"s largva.4 ga wa r plant apn,truelion pro.,% I) M
d ' g ""

u,, ram *, pust,ha,rd power nept lo.ad manawe- "'" oniae'''S'. WDaes t M \,n ,* Munn. of tid.,i t we<t en ,ne Coantiany's psa1 Anniaas fleport? sent wdl es) o be, rvi ,ntni to meet the ne,rvn a Th
,e,ca'a anticipate-d ener ty n,wte for the Tr * 4* C"'""** " e ISdh5 'hd H's.re.

" 'Vt * it Anf l,iOlf)t H8k. . n e u. a v one wa, n year e,t er,,ved Ib G.W. Oprea. Jr. 4 % M. e l rr*.. (%.: 1*.mcc.
Va r l*ro,.. e lou-to ut t u ba,a .'4 l'ow, r Co.mamdor ot thss eln adv.(n or*

In li bru.irr l'ptt 111,.41' wi 4nrd a let,ter s,(
e

..i . n o l h ar,.i..n i nibnt it.,gn r, e nt., e.
,u te .wl rg with the So u he n f :omp., pu r - Stewa,e 0, ten u n l. Van uns e Vi.e Perwlt nt.sun mewawat tw ot e .sp. e n y .,ny

t... e nu ono
, i . . .,.n.r & powe r e o,no niv' , not in. Intent trar f rom toe. I'. eumla -

F. ivian,t l p.n neu iu s,.,n ,.. I nc.

* s . a , s . .. s ,.,l..,,. e t , l,'r .n i a . v 6 ,,, l,..un .p n , n, ,lo,o.,,,; h,,wevi r,, h. ,v,hn,uwh rs'84. The s ont,.u t, when, ,on 48- taon; i n,.. Is..nh ..t I he sout h w ,s. N . %...u.., t o. e , pec. ., n i s t * t v-

t, stueubt,in its the* * *>,an sant improve Un ,uts nt ..nd (?hiri44
Done,,8 D. Sv.ho,a e 41 p.g 4 *is e F. I f oa,-n.n t..atuma h l'ower

so ow an un.

,.rrve mar,n,y a,m,d,,,p,ov e fr l i t.h t* wo h a.lds'
e O .- i s e i an I be . . .m. Op. . i . .e n s .u w l ' *41.

t ,... n,,t,e .o n v y p r a o,,.

u ,o ..u ,,,.,u
,. erain.

p, , ,, n. n ,t m,o, t ,le . . , ,ef ( L. n. .o.,.nah.
ng,ai ones s4

., w ,.,s. e. . . , ,mas.,vn,,,,,,,..n,yb o. ,ia,d r i,e i un t ...n ,ai a ni t n t . n.c.,

n, ., y w , a,,..o
,h . ,a

. .

..o ., . w h n< n .n. ..n.. . .vn.,m
. .,m. o .,n n, o

a. . , .a i .n. , ,. w .*, ,n .. n. .,. i n. a. .oa n n .r. ,i n .
w, .

, es n n .,,,,, ,.a ,I .,, , p , , ,, w ,, h.

s,,,,...,anv,,,,,,,,,,,o,h,.,,,v,..,w.sn,,,.,,,,,,..,.
, 4 n. ...,nn

. .i, t ,,n . r .. . . . . .
. ....s

n n,,
n..n.a s, a, m . .u.a . . ..n,...,.ao,,...n,..n.,.oe, n. ,,, ,n . , u ,,

. .. n ,. . . s. c a . . ,. .. . .a... n. .. . . ., n. .nv on. , .. ., n,,o,,, ,,...a. .,,,,n,,,,n, u e ,,, ,.n ,
, . . . . , , , , , .m , . h .,. , . . . . . . . . . um .

p , , ,,i,, ,a , o , , , t , . .. .
aos c. we.,en..,n ,,. n. iun, no ,,,a no..,...a,.. . .

, v i n. i, w,a ... ..nn.
n,......,,,n.,o,a..,,,,,a,,t.,,,,,,,n.,,,,,,wn.,i,,,,,..t.,,,,,,,,.

.,1 .....ar...,...a n , , , ,
,,o. . ,,n,,n,,,,,.... n,.

,,,,,,,.,,,,,,,,o,n..,.,n,,,...,.ma,.
, ,,,

..n., n,w
,,,.a,.,,,n.,,, n. .w .n s... .a . .n , t

,.....,n,........ rt
.w. .. h m,.,,,,,,..,nn,,4,,,,,,. . . . .. n...,. .

n,,...,.......,,u,,4,c,...,,4.t,,,n,.3.,....,......,..o,,,,,,,,.,,,,,,,,,..,..,a...,,.,,,,,n,,,4,,,,
. . . , .n. .s .h ,,;n,,,,, . . .. . . . . . , ,,,,,,,,,,,,o,,,n,nm,,,,,,,,a,.,, a. .a , , , , ,, ,o . . . n., n. . . , , . . . .

....,..,n...m..n....a. . n .c . .. .n. , ni c ,,,,,, y a , , , g, ,u ,,..,
. o .., w,n.,,,,a,,,,.,,,.,,

a ,.,eno
e,ne,,,,an.r i a tohn,...n. sn. =

n i .. i, , , e. ..aa ,n, ....o. .. i.,. a m ,. se

,,,n,,,.,n,,,4a,,,......... .m . ,, , ,m m ,o ;, no.t ., e. u ,. .. , . n e a,. % , . i o m .w, ,,..<n., .. . .

T n,, 0,m.., ueenn.,.: n, t w, o. . .I s . n.. se .., .n o. ... n . . ,t i .u
~ no .. . . .. . . n,.. .. e r. .,,e . . o , .. n,,r..... n, ,,, ,n,

.
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MOODYS PUBLIC UT5LITY MA$UAL A41
E .. hCOME ACCOUNTS

*

,

COMPAllATIVE CONSOLIDATED INCOilE ACCOt. TNT. YEARS I?NDED DliC. Ji
(in thournds of dolltrs)Ic. s enucet 195 10M 1979 1974 1977i wrw . . .

. 4 alts . . 2.769.215 2.123.997 1.707.572 f.Jol.#.44 t.004.7 4e
. . . .

. . . . . 279.139 JUJ.953 8 75.r.44 Jo.n 2.1 6.J05o1 n.4 sas. . . . . . . 46.997 40.J54 40.908 25.011 19.470
Total . . . ..... . .. . . .J 095.JJI 2J67.264 8.854.119 IJ49.438 3.093.568

.;g bpensesc
> p.htre

r ust . . . . . . . . . . . . .'. . . . . .. . .. . .. 1.578.531 1.206.872 954.112 682.261 517.970s h sr. ane! mamt.. . . . . . ... , , . .. 419.280 JJ t.Ono 256.693 196.942 159.093exher ancs . . .*
.. . . . . . .

246.498 140.J7J 82.170 15.449 6.319

90.327 80.854 69.964 6G.17 2 S t.415.g, a%t of fuel sold . .. . . . . . .. ... ..... .e hi and gas oper. esp. . . ..
10,793 8.88J 6.753 3.449 3.9e4

.. . . . . .. . . .Le bpr dept. sad amort.. . . . .. .. . . . . ... .. .. . .. 136,888 129.48J 109.443 81.010 69.07J" . 5
= Total . . . . . . . . . . . . . . .. . . . . . . . .. . . . 2.562.010 1.937.527 8.$4J.14J t.041.J2J 807.7501

Operatina lncome .
SJJ.J28 429.7J7 . J7I.016

. . . . . . . . . . .Oun:t income:f ''Xlow. tor tunds used durins constr.. .
'

J08.tl5 287.818
s# s pher-net . J9.038 J2.?JS 31.928 17,029 14.004

.. . .. . . ....
... ... .... . . . ........... .. ... M19.089) J.057 (J.792) 2.689 6tt-G Total . . . . . . . . . ...e...

' .W *
.

med Charren:
.. .. .. . . . . . . .. 59,969 J$.792 .28,136 19,718 14.699Pterest on iong-term debt . . .. . - . .. . . .. . . . . .4.... 154.697 129.1J9 107.447 87.840 71.888

*e *=r"
I '- e r hcr me erest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . J0.107 16.366 11.902 7.366 J.J9 3

. ... . . .|4 Allow, for borrow. funds used during constr. . . . (2J.907) (l8.J02) (20.205) (Il6J9) ' (9.821),4 i'r.ierred die.cf sub... ... . . ..
.. . . .. . .... ...... ... .. . . .. . J0.062 20.042 19.763 II.JJO IJ.7 t s

,.

OC , Total . . . . . . . . . ....... ... .... . . .. . .. .. ... 880.939 147.445 318.999 800J97 *
79.t7 8

'

1 Inc. Before Federallac.Tasse . ... ... . . . . . . . . . . . J72J58 J ta.064 280.853 227.4Je 22JJJ9FederalIncome Tames:*

/
'

Current . . . ... . , . . . . . .. . ... ... . . .. . ... 21.J47 10,466 $.925 (J.074) IJ.2 t lIweerred:
1.eherahmed deprec.. . .

. . .. .. . ... . . . . . 40.081 39.507 J2.386 J4.518 2?J67* s lavest. tas tredit . . . ...... . .... . .... . .... 60.049 43.64S 57.758 50.8JJ 47.435.d- t hi as gas. . . .. . . . ... .. ... .. .. .... . . . 16.374 11.236 6.014 7.t t 7 (2.J to)
*,..'e' t it her-net .A . . . . . #. . . .. 37,923 29.859 16.294 9J92 88.800', ' Total.'

~. . . . . .. .. , . . .. 155.996 134.103 ItSJ07 98.779 97.70J,/. htasecd earmnes ben. of perirM. , . . . .. . . . .
Net tacome . . . . . . . . . . . . 214.J55 18J.941 161.846 124.657 125.636

. . .. . . ...

,/.' L'.wnnu nsucla davs. . 7J1.406 652.373 509.344 503.165 432.165
.... . .. .. .. .s

.. .. . ..... . .. .. . .. 137.249 103.144 78.eJ7 64.436 $2.6J6,'M* Ret. tined earnines end of 10d..................................... 810.472 7JI.404 642.573 549.144 509.165. .M ' It!.&I* accrues aft |D
ct of federal Wume tages, on construction prniects and nuclear fuel payments etrent f.w amounts included m the rate base byneatory authoritws. Durme

4 en mc.nne taxes,is reflected in the statements of consnudated income sa a credit to fixed char 8es and the other funds component is sh1979.1980 and l998 the accrual rates were 7W 's 4%% and Sa 7i. respectWety. The borrowed funds component of Art;7E. before
A

. includes a 820.00L0w0 write.down et invemment m uramum profect, own as other income.
g 7.tstements of Changes en Consol.alated man.

..4* . 448 Posetsen. years eneed Dee. 31 (Iri SrMO): Write.down of inv. Chee. in notes par. 4r
5 in uramum proj. 20.063 temp. mv. ... .. 44.42J 88.019mree of funds: 8941 1990

Rert. to curr. mat. ofP 9 td.an Tutal .......... 443494 J90.390 lir..t m. steht . .... (8.3841 (29.r,05)% t mcome . 2 6J55 183,981 C'wn. stadt. dividends (137.249) (103.848) Dect. (mcr. i m worlt..

.% nr., dst 4. and c ap. . . . . . (22Jt9 s 73.le.

Reinvest. funds f rom Other-net . t s.55H 2.96JNrt.=
" 163.016 134.009 oper. . . . . . . . . . . . . 326.403 281.442. a t a ine, Finandne and uthert Te.tal ... ...... fatJ72 fil.s t sf,! S dar a4 (nm. seit. . . . . . a7J.502 175.272 Anele 4t an ni f um.I4:ines-nst . 74.340 79.952. . . .

Mwt. tas a re:dit g.unets res. Irom pull, C..netr. anit m.slear
tunt r. rev. hona fuel etpt nu. anel'

'ab r+t , 52.(.64 4 L685 penr. httd by li.rnste adv. s na ti . s.94.744 664.54J! gy.,, g,g,,4,
,.

trust. 96J60 5.000 Oil gas. anet smnm4. .........
; "I' A"r.nir

.

Sale nt lirst rnorts. empend. . A2.t 18 64.#73' hondt . . . . . . . . . . 121. orig 300.fico
.

* ete r (62.9t.4 ($1.037) S.sta; ut secur. notes . . e4.3 42 - Jt.512 Tewai . FalJ72 7Jl.344
.

[ SALAf4CE GHFETS
'

| COMPARATiVi? CONSOt.7DAT!?D 11AI.ANCE Siti !?T. YEARS ENDED DEf*. J1
,,

,
I

.
(in thenstatulo of dollars)' N '14-~

19At geno le79 i974 1977a ' t f * he ,
.. . . . ,. , . g,J97,gJ J 4.ea.7,329 3.9*9.37 1,414,t 9 2,9443.i1p ' 'W t.l em s et. adjust mente. 3,166 3.th6 L if.4 J.lbee J. t*4

. . .. . .
.

4. .an m.eone l enterty .
flJ,9Je 89s J44 I J9.J.'re re. l l e $'.2 4 5

. .

N

f" * me : J
. ,-.. . . . . . . . . . . . . . -

4.a29.717 4.36n.a 91 4.368.419 4.t |J tv.B J isel.J 42
. .. , , .
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O At.ANCE SHEETS < cont'dh set t+=n t9ne is7 a *

9 / ; I bnv. de henturn enic 1945 J7.a2n .t9..tcre 4#919 64.s t
lens.te rm elo t.t ut >uh*ptearws IDat.253 1.r48.JJ: 1 1*s; 416 1. e ; #, se. !

e a

l'urre nt 1.ial ili'tes:.
J.9t l.702 $..lst.9tb4 l uJ1.Jr.4-Tot.nl . . . . . . J.e.sa.4s s ' ' , - ;

'
.%eco pavan ae . . . . 8 7h * 2 3 I Ja.%u = % #.4 6 se. s e:

'
Accnuate parable . 2 8 4.*m t 149.178 12J r.*.5 I t t.e.2=
Tann au ru d . . . 44.ans 31.924 v.,Jie. n w.

-Interest actrue'd . . .......... 4 2.ta4 JI.I189 J's. 4tn Ju
27..re147 2Actrinesl isath t*l niunicipa66 ties . S7.402 41.457 34.s ut

(>ividends derlatral . . . . . . . . . . . . . S.n40 1.010 BMtG 4.462 *
'

t.'terrent porteun et lunat term debt , a,aA6 29.fdll 7.5 34 J.9 Pe

Other.. 25/.J3 23.147 Ifa.471 17.184
.

Total c urrent liabihties . r 01.36J 443.628 .lJ t. AU9 275.8 ea l *

'. Ikterred Crashts;

I'
Actuni. def. lederat income ta nen . 396.430 332.S44 292.874 192.stl* , ' ' ,
ljuamurt. investment tas treibt . 29n.tm2 24,746 20J.8 83 114.t81 ,

Uther.. 13.847 17.768 t o.938 JnJ79, . ,

Total def. credits . . . . . . . 707.Sa9 395.n21 e9.291 372.799 7*
Property lnaurance lteserve - 4.lJ0 4.J81 4.364 4.Swe ,

Totallishilities .. . S.230.773 4.452.914 J.314.697 J.J14.746 3* **
.

Net turrent aseeta . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . dJ t 4.417 d198.JJJ afju,134 .53 % ,3'

i e ,Less accumulated provision for uncollectdale accounts.

t%e toutnote Di under company only}{ balance hhett, abnve.ouston Laghting at l'ower Ca
.

.Consisund of all preferred sharts of'

Electree Plent. Dec. Jl.1988 ($000): es which permit recovery of fuel expenses in with S4 to.ouo.orr)in l9mol which limit etw . i

Prnduction . . . . . . . , l.911.Jio the month 6nrurred. tal short-strm horrowinus and provute in, ''
.

I Transtrussion .. 37.6.S63 Pederne inseme Tesee terest at rates generally lens than the ,p,)... .
rate. Dank loans and commercial p*g,e ,,Duanhution .. l 022,389 The Company follows a policy of compre,...,

General . . . . . . . . . . . . . . . . . . . . 250.J79 hensive interperiod 6ncome taa allocation. In. standan g were SI17.Juo.tum) and %SJ.37un...

Construction worit im prostresa . l.SJa.434 vestment tan credits are deferred and amor. Dec. St. Ives and SmJoom) and a s7..s to... .

.N uclear fuel in prucesn . . . 121.a43 tiaed over the estimated hves of the related at IJet. JI. 4940, respectively. Compen=u.

le6.675 property, balances are mit required uneler thew kn,. jCoal handlms equipment . ..
cretht. however, a aommitment ice of 1, ,9 -

Total . . . . . . . .. . . S.J92.6JJ '' # '"VI"*"'*"** ****''' per annum is require-d on tho undrawn gs ' *

NOTES TO CONSouOAf tO PlNANCIAL of I'M"I cha7u of 175 million of the t&nen.
*.

a lat t ae et a
STATEMENTS against the reserve when incurred. Eff ectsve 8. R*ttF8'"*nt Pt88%

January 1940, additional accruals to the re. The Company
serve have been demed by regulatory authort. ment plan cover,han a noncontributnry rgt,( As Taken From Annual Report of Company) amt substantiaily all emp..t. Summary et 56gn6tesent Assounting Poussee. ees. The pohcy of the Company in to 6,taes.

S_yetem et Aesounto Eem6nge Per Common Shore pension costs accruix!. which 6ncludes am..,
The accountuug records of Ifouston Light, Earnings per common share are computed natum of pnor serv, ice costa, over a swrw g

Ine er Power Company tllL&P). the prmapal by dividing net income by the wetshted aver. gg.g g
subsidiary, are mamtamed in accordance with The total cost of the Company's reurr N.ase number of shares outstandmg duttu thethe Federal Enetwy Meeutatory Commission's respective penods. Common stock equeva ents g g gg[ g1g
Uniform hystem of Accounts which has twen pp p ,

s$an W W h h apu d W W Mtu )["** Ut[at# ae a uti e es
ist '* Amounts shown fot 19810 and 19T9 4 ve been plan investments to P, ,

Pnnesp6ee of Coneendation restated to reflect a three-fur-two stock split A comparnon of accumulated plan tm -

The consolidated financial statements in* effective Stay Jo.1981, and pian net awets tor the C,ompany n t. t . gment plan 6s presentet beinw;
clude the accounts of the Com1inny and its

e '
wholly-owned subsidianes Hl. P. Primary 2. Commen Stacei. Actuanan present venue rei accumulated pbn ,
Fuels f ac. (PFI) and dedity Fuels. Inc. At the tve Annual Steetina, shareholders fita; }
(UFli. Fuel sales anti related cost of fuel sold appsoved a resolution amending the Articles

of Incorporation to increase the authortaed gs.J.
.,y g,

p. 9generally represent UFI coat sales to ll!JtP.and are not eliminated because of the distmc common stock, wit hout par valut, from ggy,3 goon g g, ; ,. )Common .y,,t,4 , , , , 7,8!o.000 4.s!, e e.tion for reirulatory purposes between utility 75.000.000 to 125.00tAvon shares. Nonvested . .
stadt issued durms t 98 8. 1980 and t97eamt non.utdity operauons. All other eienifl, amounted to 9.932.344 shares, n o.0 84.JSO $64.5 M.Ou0 la I.6C. Icant intercompany transactions and balances shares and 7.294.774 shares. respectively, re*
stated for the stocle spht. Stark,,et,v,a,lue,,of net 3are eliminated in consolidation,

, , 3,gg, ,

3. Preferred Steelt. dor paan becems , S94.995.000 $ s?.2 *. |Ast titione to electric plant, reduced by con, ^ l of itLatP4 preferred stock 7. commitmente and Contingencies. g
to esist6ng property and retslacements of umte "nay"hpart or altributtons in a6d of construction. betterments

s redumma at the option of the Cornpa- 5 emiscant com mst ments have bornY ** he fo41owins per share pr6ces, plus any curred an connett6on with IILesP s con te d
of property are capatalasees at cost. Cost in. unpaj' accrued dividends to date of redemp- tion proerram and for nuclear fuel puriha-.

,cludes the eturmal cost os contracted senv6ces.
dsrect labor and material. indirect s harges for 'i*T00 Series-Aln9 00. 36.72 Seriest thmuch D ""'**

thereaf ter-8102.S t. AN '""'''W'". 's"i.fM'''nu"num"{"in m't aiD'**'I d""* "I
** '

g *' * * *P '' enormeering supervision and simalar overhead fu Jt. 1985-4 803.5 t:g,l[2 Series: through Oct. Ji St.254 million in 1984. An addah, mal Sat en
mWon n6tems and an selnwance for funda used during

thereafter-Sint.JS en $102.Jh.1942-S B05.JS:constuction i AFU DC). 49.52 Seneer Imn le espectes m he alwns for urannun mMaintenance of property and replacementa throush Sept. Jo. 1965 - 8109.52: thereaf ter centrate and nuclear fuel pencesund sarguesarid renewals of 6tema determined to be Sete 9805.00 to $ 101.00. 39.00 tieries; through
for IBLa P e South inan nude.ar gar.h O mthan units of property are charmed to expense. March 31.1946-=410$ 006 thereaf ter-4403.00 mitmente in tonneem wnh il t* * e en gThe actual or aversee boult costa of unite of to 3a00.00. $s.8J Seriees throush Nov. Jo.
'p'l' ante anfemtram. 8.rmtipally for gene rann.property replaced of renewed are removed 8 e02-8109.37 thereaf ter-St06.JS to St02.25. * * * *

related f anhues, am erneral.o m )from plant and such costa plus removal coet. 89.04 Ber6ees throush Jan. Jt. 4944 - 4109.041lese salvage, are charged to accumulated de* thereafter-Stos.ou to a408.00. ocable by llLarP nuh)ect to retmoursemead e ' 8
manuf acturers for empend6tures 6vurrni 4 8preciation.

ilLasP and UFI cornpute depreciation using 4. Term cent. other cancellation penaltice. In adduwn. : e.

e rmtetensune wd|11JsP'e first mortaase spend Slf s mdlinn for real anal henite aut's'a-
j

. Jt.1988. sinkinat or Improvernent ing the l942 8944 liertful. Ulf! estwt h ethe stra6atht-line methoQ. The tiepreciat60st toutuitements offu! provimon as a percentase of the depree6ab6e be $29.950,000 for the related equipment of which SJ9 miehun M Hteegt of I ant was J.7*'e for 198 4 and J.67, ford
{ ear 194J,430,95u.0u0 for the years l99J and perted to hs, spent in 1942 $%I mihion m t*846 I4940 arad 1979

Oel and Geo Presorty f SO r af e ear i . Et our u$r
and 494 rnuhun 6n 1944. di expnto to * * (The fulltost method of accounting le used [ents. Ste. ten' Die or the years $982 throughr apprun matviv 174 ma ion rm ud and er o. e e gm 44aaramry sma duelopment instutun uuw ;for eni and agae operathms. Actorsianaly, all 19e4. S i l.4HO.Ut ml for the year les% and W- Icmts of acquesatkm. emploration and develop- sis.500.f am for the year 8944 rnay be satished han enttM Inm Unanalnd an sne.snent of geropertaes are capitahsed. Deprec6a*

tmn.elepletusn anel amorttaatmn ut thena costa n[ certafication of property addit 6one at ltarkremmander *nents
,b

e Mt ro.61 Hanstenanon amW , ,the requirements and the *" 8 #
are ate terentned on the umt of +perutuctsost through certdecapon of such property adde. acc'u'un" ten "e ' inst p''en"*was,"P'.h"e U""ntnpa"ny""ha* s- It'!'h h "' dI' "

4metlwna based on the estimatest proved re* taone at 166%ek of the rentairements. Sinkiner
==rves of oil and see propertwo. IJepreciation, or 6mprovement fund teetuiremente for 69'tn mher nsatenalle a=e tuammtmerne.*

deph tum and amurtsaation ammmted to and ferme years have twen saustied by certifi. 8. Nuotear Protest Re eessuetson,lit.asl* rere'ntly heware a re evaluation t d'S to.nuS sad, S40.493.rtal and SildSo.uins i $2.JFe,

$5.no .ema S.ad per equ6vasent unst of.proituc* tauon ut property additions. Annual matutsties og long term debt and propenna 1.Jtnmevewatt Allens Creen n"mae
8, opmp, for the yeare ended 1)ecember 4 8.1994 e minimum rapital lease pnyments are apprngl. ar prniert sa at result of temtimains unterts>f

49ma arui 1979. respettarely. mately St 2.JJ7,unflin tved. Sise.SnF uutt en 494J tsee tre tunstrut tum othedules end e***8 F
ANeusense ter Punde Used Ouring Cenetrusteen 47 7.lat 8me en 19m4. 4406.417,0uu in B945 amI mateg t aused by intlation, remun. story elald" -|

,

lilJet' accrues MUDC. not ni federal 6n. M t'497.ou0 in 6944. and a handmer revulatory res tuart em nn -

anme 94ses, on construe ts<>n t rusetta and nu. 'Ihe eesuatale amount of lifJs? first mort. Amemes the m stern la mas t unnadet ~ia en m "* * *s tear ruel paymente egrept for arnounta an* prese leemde to unhmited as to authorsaatoon, ev.luattnn of the Allens Cresla f *t este* 8
e luded in the rate bene by retrulatory authnrt. but lern6 teel by property, earnino. and usher rompete.teurs of the nuclear egenstannd ate f
ties Durme 89f 9,19=0 anes 199t the aa ttual prownmne os the mostrage and etes el of trust ese per e ntly steegmit. u a e.t the p ant *.t. t

g-e

of stantsmily all propertaee of is t.Ar P and U f,I are n(a ual 16ted wena ratmos at.atiert. (m. av.adatic " pen.pettive purt ha erg of the mmt its P 'and the supplemental seedenjure9 theteto ' bis-r.stro were ie//1 M*//,k and 94/ ek. respottaee. e ,

The hor roweu funde enangement
ir ,lflX'. he ente federal menme times 69M rea subsett tu hene securmat sneer long term debt, of equiptrient wher h all.A P has aetdv l' d
therfeel en the heatemente of Consedemieted in* 6. Sheet Term Ptnanemg. t hances or e ommetteil les pure h.e.e ut*l 8" d d

e ome et a crecht to heed e harsee amt the other 'I'he interim senanting reeguiremente ni the sty of Ilf.&P ter tre tiver the Ati n. t ree# " i
funene seemencent 6e asuswa se uther memne. Company n operstmer euh.what es are met seendnure g ehrouvre ratta. ove r an et t'r"P *

Meeenvee 86eetne throuan ohnet-term h. ants le eng ami the leeu. perpas. It 63 .t.s en.atal t hat .6 em.u r" '
us summeruel p rompe s brid the auturv ot #b- Atene t 'e e '6 8 -

sti .oqu.uiu at ye.me, aper. lit.Ar P. PFI and
14evenues are reteedn6ae.1 freern the ele of anc

F end iv.eetit deowem 6 en.tde, e.e sul 4 pe*J. I t N * ". |of a r agarrewatime will her arude- hv me'11 5- h4ve re.nro. i
ries trie n y me,t.ul.le are refuse.re 4.t.es runanm.e.r.e.. i u. u.mp red pe.ndu u rn m 4 -

St.m whedsd noudesul do imento o
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., dx proju t will liv kt et as low as poed. Resean h and dards Ilmird iIMMI)) Statement N o. 3 4. Fl .
devtlop. rones nancial iteputtinia and Chancinar Pricts for

t . ..e l h t. .ll, los t. nopemimately $388 mil- chad. to esp. . 9.0 13 7.7JI 6.046 the purpoac of provuhng e ertam information*

, ca. t% en * tent or ascrued on the Allen't 12. Unaudited Quarterly information, renardmg the elfert% of Imth uencral intiation
.g pinnst. In the event llL&P should elec The followmg unaudited quarterly financial (constant dollars) and ehangen in spmhc<

.n munang the probit and there niter be un* Information for 1980 and 198 5 includes. in the prices (current cost), which are not retIccted
j, , s so havw ot.hcrs usume its obligations with Company's opinion, all adjustments (which an traditional financial statements. Constant

%c,t m usuipment it has committed to pur* comprise only normal recurring accruala) nec, doilar amounts represent histoncal costs stat.., itL& P could incur additional costa, in ed in terms of dollars of equal purchasmar

g. . u..une s wheth cannot presently be deter. essary for a fair presentatiori(in 3000's); power, as measured by the Consumer Price
..ag

gg,
3' ; med.but which enuld be substantial. p, Indes for all Urban Consurners iCPI.U). Cur.

1:n taw event ilL&l* should elect to terml* . %t Corii. rent cost amounts reflect the chanses in spe.
. n abe Allens Creek project without bein Rev nc. Inr. $lt, cific prices of property from the date the prop. '

mnigd related rate tdief, any unrecovereu(g
.5,2 erty was acquired to the present and may dif.. &f ar, Jt, lene, 459.tn! 70. Jag 23 t:6 ,

fer from constant dollar amounts to the estentgp + ,..sts would be written off against income t 58t423 tj 390 se seg
...n auth determination. No estamate can be [une M tone.

3 3

com teso 755.7tJ see,917 79.239 B.J4 that specific prices have increased more or,
y , v.n of the tmtentaal magnitude of any such g jg, ggae . 3:0.317 91M2 $4 .37 less tapidly than prices in general. This infor. i

il . . nee oef. IIL5cP% mortgage and corporate Star. Ji. sgal . * eseao2 as.ue JJ.J47 .S t mation shouJd be viewed only as an estimate
Q *artre succdy earnmus coverage and othee lune n tssi . 7$ tens lif.one as.04) .7e of the appmtimate effect of inflation rather

.. uhtions which must be complied with prnor g.ptA leal e:0.094 201.981 95.117 1.14 than as a precise measurement.
78E * * the iS*uance of any additional First Mort * A st. Met . 75e,117 121.42J Dane .Je The Company's principal subsidia ry,

o- a Itonds or additional shares of Preferred @uanerty earnines per niminum share are bed an uw HL&P In common with other electric utsuty
,k, rvapottively. Under such provisions, a weiehted average nunder et Wremrutandent dunne the quaner companics in general, continues to be adverse.

, ..ne of f of any magnalwant annount tuuld se. and the anta et the quaners mar not equal annual earsines per ty impacted py the etfects of an inflationarya3
og . r. ly 1: rett or prevent the issuance by IIL&P comrnon share. Armounta staown have twee restated to redect a economy. ettain ef fects of inflation, such as

l'irst Mortsrate Hands and Preferred Stock Warm ma spha effectave klar 24.1903. higher interest costa associated with long-term
#.56 nn the financial results for the twelve * (Da Dec.19eo and Noe.1941. bawd as spdated reserve esti. bonds and increased operaung and mainte. g

*

.uth esruwt following the write-off. m adauetsients for deprenauen. dminion and saionmuon af nance costa. are reflected in traditional finan.
cial statements. Increased revenues to recovers. Jonater-Owned Electne Plent, appronunatety sa,cuis.cial and 56.40r1.n00, respectwety, were

D' 11Lfe a* se projist manager and one of four charted against income. la Dec.19st. L;taty Fusis evo.e down to such expenses, however, tend to las tach 6nd
.i,.arthitants in the SoutJi Texas Nuclear Pro). numated meeersene ealue as investment a a srannuai sang min. the actual incurrence of such increantd costs.

**at
t. wbn h tonsists of two I.250 megawatt nu. ing prosat resuluse in a charse af $20 usJ.ault Electric rates are senerally based on historical

" , " * " ' c sts and are designed to allow the electric'*
r Ir.or arenermun t units. Each participant fl* REPORT OP CERT 1PIEO PueuC ACCOUNTANTS uuhty an opportumty to recover its operatins.m.v. no own share of construction expendi.

arv. with IIL&l**a participatinar interest in (As Taken From Annual Report of Company) costs and earn a f aar rate of return ort its in.U
We have exammed the connotidated balance vestment in proper,ty, plant and equipment."] - puuut beme Jo 8% As of Dec. Al 1981 et* *ad th* *tatements on sunsadiaries pre.*h' red stock and long-term debt of Ifouston"b

filAL"o shtrer of espenditures included in Isowever, in a hi, hiy infiationary environ.
fer men t, expenses have increased at a muchnettuation work in prouress and nuclear
Mustries Incorporated and subsidiaries as of greater rate thars the increase in electric sales"# '

' .ut in proices were SSJs million and 554 md. . J t.1948 and l980 and the related state * which has resulted in an erosion of return on.n. rmectively. For further discussion, see
4mn Taas Project Takes New Direction' ments of consolidated income, consolidated invested capital. It is unlikely that rates basedretained earninets and changes in consohdated on historical costs can Lecp pace with in., , , , ~, , g j* linancial positiori for each ot the three years m creased costs during 6nflationary periods. This,y, * Federas income Taaes. the period ended Dec. J 8.1941. Our examma* has resulted, m part. In the need for larger andg * !a e u e federal income tan rates are lower taons were made in accordance with generally

lopatuiy torimrate rates for each year accepted auditin r standards and, accordinaly. more f requent rate increases,,
There are a number of other effects of infla.g n, low e s en Snorys h moluded such terses of the accountmst recoras tion which are not retlected 6n traelitional fl.u

%, car F.nded Dec. Jt. and such other auditing procedures as we con * nancial statements amt in whkh the accompa.g
. 1943 1920 1979 sedered notessary in the e-ttrumstances, nymd supplementary informattort is intended

,g, a %d inc. As discussed in Note M. IlL&P a subsidiary to give eclect. One major empense so af fetted is
, i .t v v J.

372.338 314.094 2%11J of the Company. recently beiran a re evalua*i. . .

tom uf its Allens f reele nuticar .reneratinet la. d. epreciation. The cost of constructing and re.
lating property. plant and equipment has

24.042 20.042 19.763 eihtv. Certain alternatives under connderatmn b,een escalating uramnus ally. IIntoru at unan.
enuld result in substantial unrecoverable*
coutg, but the ultimate outcome cannot be ele. ria! statements artiert depreciation based onI ,A1 . HJ.J93 J.14.110 199.914 the historstal costs an asarte and (to not retlett

i tu. termmed at this time. In our report dated Feb. the true economic cost ne the asset "uwd ur *
" e at . W& 44/ , 4ve

66 8911. our ypsmon on the 1990 and 1979 n mt wme.h must he raid.atasi at sulatantisl6v
4 erv e nep. consolidated financia! statements was unqual* higher f uture valuce, llowever a sule=tantial

t w$ot 155.334 IJF.902 Ified; however, in view of the matter reterred amount of such as* cts are financed with lon r.
4 - 'i at ta ws resulten.t f rom: to above, our present opinion on such coneoh* term tmnds and pra terreet stm la whien etsec.

Nr othe r dated finantial statements, as exprested here* tive6v as ts as a heelee airainst the mapaat of
,d ,

a

ea3* i in, is ehaferent f rom that exprewed in our pre * Inflater.n. l/tility plante amanted from enre st.t
. r < i r. , i t 'w.7 1 $.099 14.f>A 7 vious regert. ment hv eummon nhareholde rs and retninedg

.
t- a* 4.3 14 trl! T 4.9'i4 in ems opinion, sulaject to the effetta on the g.armnws are not af fordvd euc h a hudde. Whikt**

camvdmated emanetal statemente o! surh ad* a urtsun amount of the nnte nt em sua h t tpre.t -~

28,435 89.rd5 justnsents. af any. as might have httn retiusted s tatussi es raslute d thrmsget h6gher toturns al.
i

l J 6.10%
4 had the reutte2:ne of the uncertataty referred to lowe 4 on t he e ommon retuity investmsnt in
, ,

*%. It% 138.10,0 184. 50F in the prete ding parauraph been 16nown, mue h g,ropert y whe n a let t rit rates are e=embu=hed
% ... 99 n% 39 7' ,. .99 4% annsobetateel imantial statements prement f air. the e ml result of a ontiriums anflation le an a ro

, .a pany hnel an hivr=ement tas ernha tv the innune tal pessition of the Company and e on ni the teammews sharehoedert'a inve**tme-nt. - '

u i *.a approssmately W.J 40.08st at Dst. ha suonuharies at Der, J t.1998 anet logo and when vitwed in tersne ol rv.at pure basinat Imw.'
c.
. ,g mi the traults of thter operatHens and the a haneet yr,

'. ante.nientary Espense informatson (In in their finantial position for e me h nf the thsee The Company has tuaale signifit. tnt ina reas..f
-

'

,.; 6
years in t he pertned enelcel Dec. Jl.1941. m e on* c.9 en the e omemers nua k thyselend over that latted* 9 Ye ar l''ndul Iht. 31. formit y wille scentrnity streptist me t puntmsg . .ve'ra6 terare. .htu.al meanuAl $st r phare t ash

.n- ) 1946 . l'a'tu 8979 f armalplet apl8htti on A annsitte'nt ha44%
g|gvklvn.ekt. Hallugtrel 9,e stity (t| cst to t he t hrey.

s e it..n inu tw%, w+re s had, to e sp. as for'twe nie.e k suht, have tus eca.ed stom si.2 4
.,i ,t Dr*.t.OITI*M IfASKINag 3,53;g,g.S in inir to gl.u9 m i w t. Ifowever. wht n rv* eat,,.

rd ln tt ring of appear enin h nie re nientose 40
ave ruv Iq'e n etoll.ars the elit t.w 4

II'b"858"r#+ Tota *
stenet hu re a ,eid 8 +m 41.171 4 2.ua4 6 2.heids 4r rua v(J.l442 6ng f rom s t .M*e m 19 7 * to 4 8.9u e n naml. It tog , .

+ <- J s. l e t JU.f l { la.. sell SUPPLEMENTARV ireFORMAftON TO OttCLOSE =bemlia ant th. e the tsunnum *nn k elivalemW.e ..I g
. lue r,e f. po r.149 THE EFFECTS OF CHANGirdQ PRICE 5 ist triot to ren% leave less se .able* tee k*rp p.e4 e witn. .r

0 e mw us 4. ill I.e.i t J.44 % (UNAUDif E D) intiathen ess or t he I.s** teve rears .e su*t end ed
i.t..,$ *

w . m.l t i s lit %.ts.9 Finarnlal = tate menits of leusinese enterpsk. vs.rv hwh itsstatteet. Wh* st rr%t.atail its sermo of
ish nelrateem. m ae sorelane r with ut m tmile asse titut as . avre a.n i9gl tottats t he .s omial ehv.aq topw r - . . -
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.s l e ' l eft..
'llf, ldi
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Con = tant '

i Iuuar c'*"' !

t 'onvenn..nal Ave r.a e 'gh'.ur
* If murn al t *n t

. f' *^ Increnae in suenfic forwes frurrent cu*e i of property, plant and equipment held duri
i Cent Dollars 8"

Ims entresse m cons ed property, plant and esauspment adjusted for chanees an acneral pru e bsar . p:S.j -

E stev,of increase in general prwe leve I over increase in specific prices. . ,,[, ;

ngthe g,

el . .

Redva tion nf utility proswrty to net recoverable costs . . . . . . . . . ]Q-
. . , . . ..

,,;,

l Gam from dethnein purthannus liower ad net amounts owed . . . .
(J a4.4as >

.*g Net................................................................
. gat Det. Jt. 89st, surrent ctet (4 presstety. plant and esauspment. net el accumulate 51 depreciation was 18. IIA.a90. whale histnrical cast was 18.774yaq. d;..

2 L 5.*m>*

Inaluding the reduetum to net recoverable cost. Ines nn a aonntant dollar basie would hase been 3152.431 f.>r 194t.............. .. ..............'4
.

(SAll-

g. "

to in the accomp anvinar data irnludes utdityPtoperty. D snt and ersuipment as referred sent the replaternent cost of the Company's
ig

plant in service. lami. lanet ruchts and property productive cap.tnty since idant wouht not tse sentially stated in terms of net.ca ,,,,',,year ptsces and thert: lore do not regg,,* -, pekt for future use. nuclear fuel in process. rept.ned precuelv sn kmd. but rather is an ap. stat emcat'a
h

s;onstruction work in prostress, coal hat.dhrut pruaimatam of the current tant of existing as- in mu urdance with FASH No. .e 4. feder.d ,set s.-; equipment and oil. mas and mimnac property. The constaht dollar arul current cost provi.
,

come tan ca pa n .e has not L.een adjunta,1, g -.

The ennstant dollar 6pformation was deter. sions for de*preciatirm were rietermined hv ap- rent federal income tax lualicy rts wrun.s '
tertaire extent the effects of in(tation, 8,g,i,.'''.

t mined by adjusung historical amounts by the
ratsu of the avera.cc icwl el the CPI U eluting ptvms the L%a mtmny's hi tortcal depreciation

ia&d depreciation allowances amt the yd,
.

rates to the restated property' amounts. Ite.i

tan credit accelerate capital rgy
*

the ye ar the aseets were acquired or con- mentstatement of denreciation depletiostructed to the averaire CPt.U andes for 19e8. ortasation of oil, was and an nma .n and am. Iloweved as the statutory federal in,

minett onmartiv by indesing nuvivinas plant was computed by applyms historical unit-of. rate has terruninett stable. the etfattie,creens (, 'l Current cost of utshty properties was deter- properties
tag,

Increased snarmficantjy an a result of tii, |'prod, actions rates to the rentated property "

by the llandy. Whitman Inden of Pubhc Utui- amounta. clininas purchasanar power of the regtwgt ty Construction Coats. Oil and was properties alle income. The Company's ef fettiv, G
inctsme statement, other than depreciation, de.As allowed by FASil No. 33. Items in the income ta= rate in 8948. when adjusted for 7'were restated to current costs primarily byadjusting historical enets by etternally devet. flatson is sa percent under constant dollar .J

oped indeses for onshore and offshore proper. Pletion and amortimation, were not a ljusted. 68 percent under current cost. each nt wl,3
ties. Current cons 6nformatmo does not r-pre. operating and maintenance empennes are es.The cost of fuel used in electric generation and exceeds sta reported oflective tax rare

I
percent ahd the statutory rate 44 44 perterit.o, g

nye.ve.t comp.re.on .e sei t.e sumement.ry nneneses o.a. Assu tem ver mereene oe ch.none ertae.'

Revenues (in Thousands of Averase 8988 Dollars. escept per share amounts)'

!| Iltstortcal . . . . . . . . . .. 194: 49ao 1979 19fs. .. .. . ... . . . . . . . J.095.JJ i 2.J47.264 8.854.199 4.349.414 t wi"s
1 Constaat dollar. . i,..

. . . .. ... .. .. .... . . . . . .* Net inenme J U9S.JJi 2.612.315 2.J2J.2 82 1.441,10J
n.s 44'. ,

f*
! I II storical . . . . . . . . . .. . .Cunatans deltar. . . . . . . . . . . . . . . . . 216.J15 141.981 141.846 l.. . . . . .. . . .g Current cost. . . . . . . . . . 92.047 94.J93 112.s94.. . ... .. ... . . .. . ., U.armnet per share fa 88J 48.911 95.tJ3 i

> lhntoneal . . . . . . i. ... . ... . .. .Constant dollar. . . . . . . , . 83.84 SJ.14 1121 j,

. .
Cu r rent cost . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . ... 8.34 8.e t 2.J3
Common stak Equary at year-end (includins electric utility property only. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.14 8.40 1.49

[o the eurent recoverable)
rhetorical . . . . . . . j

l.751.ll t 1.49t.54 3 8.244.438Co setant do!!ar . . . . . . . . .. . .
8 . .. . . l.162.126 l.64 9.J 15 l.117 #49C u rre n t cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . .

Cain from deCine la Imrchasine power of net amounts owed . . . . . . . . . . l.777.092 1.450.329 8.317.451
.............. . ..

1.ym of int res se in generai pnse level over increase in specific pnces. , 24l.907 314.447 JJ 2.703
it ash dividends dedared per common share 10.29A 1 ts.J23 JJ6 Il3E stoncal...... .... ... ... .... , . . . . . . . . . .Constant dollar . . n . . . . $1.99 St.79 $1.57 31.41 l- f. . . . . . . . . . . . . . . . . . . . .. .... .. . ... .. ..Dtatmet price per comanon share at year end l.99 l.94 4.97 1.97i h=eonral . . . . . . v. *

.. . . .... .... ... .. .. . ..... ... 418.85 819.00 119.42 318.25 $;Constant al Mlar
Averwe consumer. . . . . .ln. . . . . . , des ..... . . . . . . . . . . . . . . . 47.34 20.08 2 Lot 24.50 - .

....
prite . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . 272.4 246 8 217.4 195.4Mmounts snown for t977 throush 1980 have heeft restated to reflect a three for two stock split effectave Afay 24.1941. .

Under the rate making prneribed by resu.
The Company's operating results have sen. can be attributed to a $$00 million incree :latory authorities to which HLatP in subject,

eralty dechned over the last three yeare. the amount of construction wmk in prow +e.only the historical cost of plant ts recoverable
}{LacP's earnmas have improved as a result of and nuclear f uel in procese allowed etithrouuh depreciation. Thereinte, the escree of

the cost od utility plant atsted in terms of con. Implemented approntmately once each year. Last two yearsrate increases which have been approved and base by rate regulatory authorities omt'.

r.c

stant dollaro and current cost that occurred as jfowever, its overall financial condition has ,

a result of intiation in the current year over ueen adversely affected byincressmat negative Net income for 1988 was 149 hhrhet th.

ently recoverable in rates as depreciation and rmda of high inflation and erratic electric sales weighted average number O/ shares cuawedmained unchanged on a 17'& Increase m.
r.'the histortcal cost of utihty plant la not pree. pressures of construct on financme during pe. for 1940. Earnmas per share howeve r 9

,

ie.

6s reflected as a reduction to net recovershoe due to uncertaan economic conditione, weather ing. IllJtP's csmtribution to the Comtune .cost. and energy conservation. Primary Fuets' op.
To pmperly reflect the economics of rate erating resulta have been markedly lower esch per share earmnas reflects ars incres e os i

cents, whde Primary Fuele and Utiate Fun.tA

reeulatmn m the Statement of Income Adjust. of the saat three years primardy se a result of each esperienced lossen for stie veer, To he4ed for Changinal Prtces, the reduction et met increased depletion deproctation and amorti. Imance new construction, 9 millinn share * . '
property, plant and evtuipment should be off. asuon empense sanocasted with substantial additional enmmon stock (with nee prme...set by the sann from the dest 6ne in purchaa6nq capital expenditures wtthout the estabhah. of Slso rnithonb $123 milhors of Fir.s t8 e*6 prower of net amourita owed. Durinar a periors ment of sagnificant proved reserves. The
of inflatwrs, holders of monetary saaeta suffer write-dowet of an inveetment in a uranium game it.mde and $94 millbm of twellutu.n ew1

trol tmnde were enhl in sont resultmg. en swtc lent of areneral purchaeans power while hold,
peniect to estimated recoverable value caused }aation tattoe.n the 6mprovement in the Company a tatuta.era of monetary laabdsues esper6ence a sten Utlisty Fuele to espertence a lose during its t.

The gain frorn the decline in purchasinar pow,. whde earninae masartatest with 6ts coal supply
s

-) er e t net amounts owest la primarily attribut, activities have remanned constant over the last steevete of Operateens

abier to the mutatantial amount of debt and three years. The contributum of Primary Fuel 4 to te
preferred stuck which has tseen used to f6 The swrcentage of IINs constructbn Company's earnings was 2Je per assarr '

* a
l9M primarilv as the result of intreamesl *.e4

nance pennetty. Idant and ergulpment. Slowev. program that was financed by fundo senerat. og od and was. Primary > uels' earmnare mt***plant ed imm omstione as wil se mtmet comasta and WaI wre admsely affecket hy nuh*e.**cr. mn e the riepreciatiors on th6a utthef cuote*i - le hemted to the recovery of hintertea es increased durinar l948 as a result of rate re. stat espendituten m* '
ilLasP doe o not Fave the oppnetunity to rea& het aranted 6n October t9en and construction proarram wnich rau.its enn and mas eupher* *ase a br phng main, and in hanited to recover e+6 denteetr+n **preme

Thus, to the essent that utihty plant $taf. earwmhtures tems.mrue te.et um the tast twoar t amoene44uun esponses to mcerame 6 e -nf only the emisedded cost of such ce years. IlWe nturn son aversee contman evt. nuthmt and S s3 mdhnn for 1941 an.3 Iw* r*
' fl. uity has 6mproved somewhat durinar the pasti

n.smed with eletit ami preferred stork the te* two years principally as a result est llue md. spectively. In addatiem. gae and ud sales h.*"
'

lion of rate rehel realised in 1940 and $147 mil. not kept pate with mereneest operstarut r*
sluttaen les net recoversside cost snel the hold * hon 6n l948. Neverthetene, se allscussed under descenseel bypenses. Gao arul mi sales tsy Ptimarv & we '

,

6ng etaus essentially offeet each other' does not " Supplementary Information to (Anclose the losut respectsvelv. as a res?' iluttna p*Al m'uft ut det teaml n'
e

Ae a result of reirulation if!JrP t r " arid t w 1
'

e
F.ifeste of

have the f reedom to ratae its priree in te* have not kept pace with 6nflatson. As a result,Changma Prisee", electric rates mand and a normal dec6me 6n preatuettve * *
,

eaw,nne tu mflation. Further. encept in the ca*e
us f u. t rown, the reenlatory premese introduces it!JsI* hoe been unarde to earn the returns on pletely offset hy imreased pripaatty 1)erressed sales however, The f ***were see *

enmmon erluity eranted by the P shhc Utility .w.
of operaene.s and e spital eneta and the recov*e %urntanesal came las between the encurrence Commission in 6ta rate ordere, it!.&P's autho- ters, emateled with the increase en the L one3

ny's everase sharre outelarhime, r.euel 49-
e rv ni sua h snett Thee "remulatory law" 6e one riseel returne eart common eeqwty for leeds and mary f/uels' s'nntribution tes the Cuthp8h *

i
I

turne were IL4*Tk and 14.'JM., respotLevely,t944 were LS% and )S a % out the att.aal re- earnannte per share tes 19eo tes dip tu e e 88* '* et the nient al.cnallrant far tore sontrebutmar to
I the ern,mn of snvestar espetal. Comsmuruhne Another indu arton of the Company's mener. caumevi et to esperiente a has of s, per shaf t v ithe predelem it the fact that il!JsP must tesma 1941.

48 Imantunt condit6cn to the tw>rtson of net erl* Utility FueW coal suptily omtea<t * * * i6

rate 6n the same marketplaae se A nort resu= come attrdnatable to the allowente for fumlekteel enterpra.se for tatusal ne.semeary to f 6* ll!JsP situwe Utdaty Fue le to resots e H* *"*' i.
<lnons e its s onettua tiost prentram. used sturmer runstructann ( Al' U LM:). AlrygjC plus a f asert return on its net mitese#'

a non cash 6 tem, enge sluting l9el breause od f asilitsee. Thus. Uedsty Fievin' e.semnise a** *AsaNAGE AfGNTS DetCuttsO8e ANO ANALV94g 'increates in armstru
OP PINAreGIAL CONOf floss AMO RESUL TS OP treased scarval rate,s'two taeslanreg a nil ine atts) witt lie fuel de hvery e swe.sh.m. fW 1i

etue tes hucher resta ut mamed f.strly remst. int over the I a*tOpt RA TIQ86,
capital, flowever. At (JDe* as a perrentaue of ye* art !%e M.2 mdison. lo*+ rest ita th "y,, |

4 Ao l'asen Prom Annuallteport of Company) *

af.nmms des finael en the last two ft returne art
eare due tog & P earmnar letter turrent tat alter taa wrtle4lueel ni 4118.4 mdhon bd I,*

General
4 invested tapita&, Mush asi thee improvement in eestm, ent $m anteri.nmah h t.1 n' +

lasund of uranium. Al pr+ mm* It M', )
' *

.memeu . .,
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*,.u.of the uranium were mold in December to ao into nervice prior to the 198J pea.k ses.10:1 and as
p*pt .n udsty l'urts is actively seeking other son. empt ano

Quht ,ur,. As a result of the write-down, nutne- Purchased Power Espense. The increase in dW- II I4;

..r.t saks are not exteccted to have a materi- these costs reflects purchases of economy en. Matentn oig4 - , ,,gnt on castninars. ergy f rom other utihties in Texas and pur. Igcon.1

detit . . Jo 9 4 74N3 'nas eor HL&P increased a.re each of the chases of enersry under firm contracts withM2M " id,a in'"tre years as a result of sales growth and neightborinst utilities to meet peak loads. Four
Tota!.. . 812 %e t.25J 1.472m .g incre awn, but were adversely affected by percent of HL5tP's energy requirements was%

ed esulation in operation and maintenance met with urchased power in l98L and it in EPrunary Fuels' espemhtures for oil and eas esploranos sut>
(70.298) - mas and risang anterest rates. Although fuel expected t at reliance on other utilities will in. sequent to 1942 canact tm esumated inntil the rewsr.s et as 1982
gQ, ,ense has nearly doubled since 4979. earn * crease throughout the next several years, espioration and erve60pment proerse are lutown

C uc n 'F ditures

t 4 in ee tri rv er e h Operating and Maentenance Espensee. Opera. s, *l bP'P"'rn ts H
tion and maintenance costs have increased at struction program. The estimated expendi...s Tiw ef fects these factors and others have of 2 he h

g , ,el | .'ad on L&P's results of operation are de, agompou,nd rat owNauon ry pre's tures for railroad cars coat handling lauintiesg n and lignate minin and handling iaca,lities areovd . sures, the use of larger recre complicated gen. antici ated by Ut ity Fuels in connection with
current me,enues. As shown below, the majority of ersting and pollution control equipment and

, HL& 's major generatjng station projects..se increase in electric operaung revenues ha* substantaal increases in lahor costs. Increased HL&P espects to finance a portion of itsaire re., j an due to the recovery of increased fuel rehance on coal-fired power plants has added.o

d.' Cur. ,,ats through fuel adj stment clauses.g f Revenue lacreasesignificantly to the costs of operation and construction program through funds generat.er l ln. ed internally from operations. The ability of,o maintenance. The employee work force has
es to 3 ) Attnbutable to increased by about 1 95"o over the last three HL& P to fund a portaon of its capital require.

ments from internal funds is dependent to aN83* IdCO'n. 88 Incr. years as a result of increasingly complex con.struction and business activities, additional large degree on regulatory practices which de.we.arative I cr. Rate,mvest.
Overy. . Penuds truel Costs incr. Sales government regulations and the number of terrrune constructaon work in progress in rate
metas ct e. IMS . 6 2 8 customers being served. base, depreciation rates. recove of the cost

2 i h is. These items are gener. of seei un' d in the generation of e. tricity and'h'& i + i a ....... ,,s. . 2
en.op., the opporturuty to earn competauve rates of.st v.1980 e e ally related to (L&P's construction activities return on its invested capital, it is presentlydW f acreasing construction expenditures to The costs of financing have steaddy risen due

rneet load growth, coupled with inflationary to a number of factors. including larger exter. estimated that during the next three years
JWe to 40"oof IIL&P's constructio:tyrogrampressures. have required HL&P to seek rate nal funds requarements, investors' expects.,, . | inrreases more frequently. As a result. new tions of continued inflation and increased can be financed through internall nerated

rates have been placed 6rn effect in each of the contpetition for funds among the major users fmds from operations assuming P can,

AFUDC represents the cost of obtaan rate relief on a timely basis at levels,, past three years. KWil sales increases have
.arraced 4?. over the last three years. con * of capital.funds used to finance construction pr 'ects comparable to those recently granted by the
ntaating to the growth un revenue. This and is c italized as part of the cost o the Utility Commission..j' v..wih rate is lower than experienced histori- assets. A UDC is a non. cash item of net in. The remainder of flL& P's construction pro.

Alv due to conservation by customers and. In come and represents a cost. recoverable from gram wi!! tse financed through proceeds re.j 19w and 89A t. economic condations adversely customers through rovisions for depreciation ceived from the sale of common stock by the
7,79 .-9 anating the larger industrial customers. Be* in future periods. nereases in amounta for Company and the sales of re' erred stock andgy <suse of the widespread tame of air condition * AFUDC not only correspond to increaser in long-term oebt by llL&P. (L&P's capitaliza.

me, weather also mismhcantly affects KW II construction extienditures, but also to increas. tion rauos at December Jt.19st consisted ofyg .
u.n in the llL& P service area, prirnarily in es in the AFUDC accrual rate and the level of 445 tong. term debt. of. referred stock and
~e rendential class. An unsensonably my.ld investment in construction that is not earning 46-e common stock a retained earninas.

4m nc r s.esatively influenced 1979 electricity a current cash return. Since January 1979, with simstar ratios etpected to be maintained
, . ece. Ilowever, an extended heat wave in AFUDC has been computed using a net of taa in the f uture. Principally because of HL&P's

at caused residential K% Il usaee to attaan rate closely followmst the com anv's rising large capital requirements. Moody's investors
iped levels and averase usare per res,iden. embedded cost of capital. The A UDC accru. Servke. Inc. towered its raunat of IIL&P'scus:omer incr*ssed f rom 13.522 K% Il in 41 rates for tv79 throuith lust were 7.S'~e. AM First .\tortgage Bonds and Preferred Stock in

" .N to 14.J19 KWil in 1980. Alore normal and 9 258",. respectively. Ef f ertive Jan.1.1942. Lund f rom Aa to A. In November 194 t. Stan.
rather eluring the summer of 1981 contribut- IfL&P besari accruand AFUDC at a rate of dard & Poor's Corporati<>n lowered its ratinas
I m .a decrease in average use to 1J 590 10.U' % from AA to A + for similar reasons and due to

uncertaintics aurtnunding tne construction ofs A 11 f or the year. Ussuadity and Capetal flesources the jedntly. owned South Texas Project nucle.Fuet Essense. These costs have nearly dou- The capital requirements for 1941. and as
ol unce Us79. The increase in ene >rire of estimated int 1942 throusch l984, are as in!. ar units. Duff & Phelps rates !{L&P's bonds

the equivalent of AA . As a result of such4 . i 4rui, to a lesser extent. 6ncrea KWil lows (in & million* H
neratsun are the contributing f actors. The l'ist 1942 1993 isti down gradings. IIL& P's es pects relatively

higher capital costa in connection with its fu.
Constr. End.l.23 i

. o.1 ancrease in f uel roots has cnntributed tu ture saics of long term debt and preferredirKrease in HIJtP's averase residential nisdestL .a4 ;

' t rmae per KWll f rom 4NAs Lrs 8979 to 6.J9s fun stock.
Capital requirements of Utility !*uels in es.4 42 ' l'591. Substantaally all asi llL&P's natural t emus.

.* te tuart ments are tseinst met under tonet- MLIC) 644 792 l.tJ7 1 100 cess of internally generated funds are expect.88'8 - r

:*l 5 :19 s ontracts: however, l.ariter quanuties e,f Radroad ed to lie finaructi prmcissally through sales of
a n en are beine purchas.M at near market cars enal lonar term ekbt anal from levermered leases.both invr$1vmd guarantees by the Company.e rs. Oth natural was dercuulation, these llamil.ng

Pnmary Fuels' expenditures for 1942 are es.** in . * .a he espectcel to e ontmue their steep tantrties
' a*u . she intreases in cost of coal for e.sch so4 2esteet to be me t f rom mternally arenerated

' .rne er ..re due, to higher delivered erwes for the
tur.mte tak% rd pre.wfus non payments.

unds, short term lnartnwinsrs and. possibly.
.e t e

' the ,S. .md 1.eriter requirements tsy flAtI* for its m maut
L **.*rU.h t dant. Il Lar t' letrauasht new coal. sms l'or informatiosi reirardanir bank lines of

un 7t mat e inus wrvke in etich <>f the yents 16eroting crecht and shutt tettn borrowtnct see Note $
r e. * * o *.,us 4 w3 A gourth unit is se heiluleel immtas . 65 29 58 94 to the Cun .dedated Finannat Statements.
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( IJNNs.tawa shs.) ..I 5J3.J T r*r sh. ..n hlar, a
( JJws). ficin ths.) p3 429.12A t= r sb. ( pros e twis l'*iel thris Kietete-r. Penlarly & Cn. Inc.; l bs.Q.

. . h.tre ho'e ta rs shoulal omt.tct him. Anes Cherry o. e 're. 52m. lk % s ein lie 45 7. I are thru Meersran

Ifo.i-o.n.
TN. 77pnt or by relegehone at 5tanicy tv C. ... l e.t..

Dean Witser key nola ts Witte r 14evnobis Inca Ate rrill 1.vrish White%
T. v.n C..enmi ti c lbrth set l'.t ). Ilot 2 5 5m.

Int. and Kuldt r. Pewbruly & Cas.. I nr . 1, m rt-t .t
We id Capit L Staracts Genup noed awns ia,,,,,'at

for ansprournate ly 5J.We#88 whia b w ad la' prew e ds for mt eM ment m s om. *f e = k . .

achical t** the usnt t I siinal* of stic (,o the nst f lousti en Lwhtme A l'o* *-s Ce e.. =ut essil..a r[t ;l ,y te.. p.s s
t heptrnet t hsburstner & Transfer Ast-nt;

Tes.a. Comm. re v lian A 2s A., liv asston. pro. erds will be invs*teit m the common scoa k for use by elenuston 1.n htmic to detray e o.4 ; ,
I
g

ki mir.ar; First Oiv Natumal Itank of its s on.o ru. t e..n proctam.e 40. mpms nie p r wus at 519 sa r sh. on e A ,..f flouwton Lightirse. .anet usvl by IIo,Fo thaust .n

Lightmu m its uenstrus even ferograns.
Os tered- ( J.tu al.tW at shs.) at 14 8 per sh. (pro.. exte nt that such tert = ce sis are n<.t mamolaats ly yt p,at thru Da un Witeer 14eynohis Inc Ibdj gn,n,on,-

re-cets to Co . l.a.as t pa r ph.) on l' tis. Ite. 48 'd. **7 aal != mye-nte:d m sheert term ence, pene,,,.ty & (o. I nc .. Itivth t 'a si ,,,%1837 7

thets Storer.in dtanh v & Co.. Int,Ir r. and asne inte*.1*rewred, 'in"ter'est bearme'*uldigaterms.anal I nt-nn pam, gehe,,, g no and amnen.uc . Pn%g
Witter & Co.. U HH.nsn shs.) at 527.'.0 rwr sh. Iprorcesis will be inyt =ted m the rom, ntoe k of CoJm hu4

i in the som nine k of Slestantsen tes (.r . 5Jr 7fs por ab.) on Ov t. I re. 197 8 thru siduiry. I b.uMenn (Ja htmg & Powsr(,q g
will tsc enve=te "g"h pay for estwushtures and reliay short-terrn m

o
'I I **L.ightime. and used by linuston Lightmg m ita '" f,','g' ',' h f'[[g' . debWnm uw uned in ronnet t u.n with lien...construe tu.n presa: ram includinar re pavment of

e eu t st s. >haer t .ter m borreswinars mt urre d in redue e Ahort term constructism debt of it > '""W4Wa"u wh'sJ a''t S'I N >tM tw'''"ph. on As.rdLi"h'i # ''"' " '"* D'" **
n

a J.ssetsasse sh*.* at 529.10 t er sh. (penreuls I]"q'N4,y 'dfat' $27 573 per sit (psutt.tsis 12.19ss2 thru Gol.iman baths & Lu. and aw..,.
Econne-a tion t herewith.

s rbates. tWs f rom tin asidusonal shs, w,en Co. 52r.4m per nh.) on Apr. l %. 19mt thrtto Co. 52M.4se per ah.D on Fels JJ. l972 thru Kidder I*cabanly & Cn. Inc.: Dean Wh ter I"u. invenu d by Co., in the com. htos k of it.n bsidiary. Ilougton IJshting & Powstc.,,Nforg. set branley & Co.. I nc. , llean Wit tt-r
Revnnids Inc. asid ansoa naten. Pnn e cels invest-

~

Reynolits Inc. and Kidder. Pentimly & ('o
Inc f?aerpt int approximatrie S t .t u u s.Ont s ed m rommem stnt k of Ilou* ton Lighting assul for use by that <tempany to gyav for esta.rieti .I

used by llouston Lightinig to repay a portion tures and reti.ny short te em trutchtettnc% m
whu h willIm+ .1deltsi to the s'e no-ral luntis of theCo.. the net prmeeds will be invenust in the of outstanding short term tiebt incurred in its curreet m aamne ttions with its construrtiem pn. I

conarructeort program.common ntne k ut llouston I.is:hting, and used (1.uruspan sh*.i at 527. 50 per sh. on Oct. 2, Linted; On NYSP. (Symbol: ItOU). A1.., I
gram.

by it.niaton Lia:htme in its turistruction pro. lum) thru Denn Walter Reynolds Inc.: Kidder. lhted on Midwest Sti Unlistent tradmg im *
a: ram mslusliing rewayment of eeutsitu. nhort. Pembudy & Co. Inc. and associates. Proceeds Cincinnati & Puealic Stock linharu:es.
term t=>rrnwmds incurrut in tiennection there- tor cimatruction.
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HOUSTON LIGHTING & POWER COMPANY 'd,

(Controned By Houston induetnes incorporateet] c'

CAPITAL STRUCTURE NFimes "

Amount Charges Earned Interest [TCall Price Ranice*

1.ONG terat DEUT Ratime Outstandmg 19st l980 Dates Prater 8983 19so ,,

A&O I See test r2..... T.... [,issue

L First mtite. 2%s. series due 1949. 1 130.ono.0no St & S 1 stW163 5L 45 % 55 4t ,,

A1 30.Oni).tmV) M&S3 100.43 66%+ 62 % 67 47 h
2. First mtre. Js senes due 1949. . . A1 Ju/kxture M&N t not.tre 6ik 59% 64 .H n
J. First mtse. J%s. series due 1986.

.

A1 25.fn)JWW) F&A 1n1.76 44 % . 42 54 4i
At 40.000.0 e F4 A i 101.26 59 - 52% tre 53 p,

4. First mtse. 4%s. senes due 1947.i

5. First mtre. 4' .s. series due teat 9 A1 25.0's).Ono A&O t tol.2t 47 % .59 % 55W 42 p

6. Fir =t mtze. 4 %.s. senes due 1992.7. Fir.st mtce. St.'s. senes due t99a. Mv. 3a% 54 % . 41A1 40.0t u)Mtw> 1&I not50
55'.7. 44 63%. y *,A1 40.tino.0uo St & N 4 104 34'

s. First mtse. 5%s. senes due 1097
55%.- 45%

r.5%. SoA1 35.000.Orn) A&O I Ifil.03
53 % 49 % 6.4 % p s 7,9. F'irst mtge. 65.s. senes due t997. A1 .is. ton twM J 8t D t int.97.

to First mtre n8.s.senes d se t999.
e .nenes due 19:59 .

A1 30.oni).txa) F&Al 105.27 54 % - 47 % 67 b* 41
| [.ll. First mese.7t At 50.oitunu' I&Dt lot.J5 57%- 4R%

e.9t e. .si
s

12. First mare. fins,due 200: . A1 50 axio.oxi
A1 100.00tl.Orx) 3.63 J.56 F&At 107.16 r,s 5t% 79 *s e g

13. First mtee.7%s.due 20nt . St & S t tor 55 73 % . 62 % 90 % . 72 j ,

14. Firat mtre. 8%s. due 20rn . . A1 10).0m.Orn Af & S I loLJi 66'cv 14% si .e d
7# %. p,215 First mece. to83s. due en4 . 70 q ,A1 125.numo A&O 3 197 s 8 6Jhe- 52%p , Fir t mri:e. s%s.due 2005 . 9 ,,A1 12534X)Jnio A&O t 307.94 62 52 %

t!. First mtre.n%s.<1ue Josie . A1 125fvmxM 31 & S 1 107.66 65 . 54Ye 79%. a2 ]
19. Ftrat mtee. A%s, cue 2007 A1 25.0u0.000 J&DI 107.s5 67 % . 56 % m2i g

19. l'irst more. 8b s.due 2001. A1 tuitmu.inx) J&D1 tW92 79 % . 67 % 105%:. e,n7*- 4 ja

f.- s2 ' j |j
29. First mtee.9%s.due 2nns .. Ai 125.00u.000 2&D4 110.4J 43Sv 71% 105 1 -

J t. First mtre. 81%s.due Jouw . At tonfuM.0P) F&A3 W100 97%. sa% ,

22. First mtre.12s.due 20to . . . A1 25.000.010 M& S t hion C. . ,,;,; . .
23. First mtre,13hs. due 1991. .

At Z125 twin oso F& A I .. p24. First mtre. LS%s due t092 .
24. % ater poil. contr. rev. 7%s. due 20rne .

.... 340.000.064 T. . . "'O..
25. 5M detienture. due 19s 5 . . . . . . . . . . . .

K. ... 39.2moin 24. .
#. CIs (WW1mn PN. g

27. Water twell. conte. rev.9.5s.due twa . 5.ou)Jun j;. . M. . . p
[A.24. Water p..it. cnntr. rev. 9.9s. due t999 . . ..

H20.1103nn 1% . . i

It. 50.oth & ..... Q. .2'). Water post. conte. rev. 4 4.9s. due 1943. 2&Da as . . . .40. Mter putt. contr.rev. t4.9s due t9aJ . ., v.. E65.uuo. coo
Jg .

Jt. M ater po;L contr.rev. lts.due 89s4 Earned per Sh. Divs. per Sh. Call Price R.usse h

CAP!TAL STOCK Value Rating Outstandmg 19st 19ao 19si t940 Pnce tois t tita 2
Par Amount

!= sue S4.00 14 tai 805 Joha. 25% 43'. 2s . 2

e.72 6.72 10 t51 50 % . 43 % 72 4 4's er
1. $4 rum. pfd. . . . . No par a2' 97.J97 shs.' 1 J

102 g a.s'. ,as1iw ! .
a56%. 48's'r,2. 54.72 cum, pfd . . No par "s2* 250.uin shs. 7.52 7.52 iet.35.

75 % . 61No par *a2" 500910 shs... .

4. 5^8 52 rum, pid. No par "s2* 400.0th shs. 5100.19 $80.64 9.52 9 52 109.52J. 57.52 tum, p(d. .
9.04 9.04 109Da 683m F AIA ORis e4 e....

5. 59 04 tum. pfd. . No par "a2'' 4003x10 shs. A.12 8.12 109.37 6t%. 52% 87* W . I t-..

a. 58.12 cum. pfd. . No par "a2* 500.ona shs. 9 04 0 06 8 J0.04 68%- Sa%s 974r se L. . . .

No par . ". . .". LTEo9.oSJ.4 s shs. TJ.04 TJ.on rit . rg., . . . . . y. . . 7. . . . . ' g,. ..
No par a2 300.000 shs.

Wietare Federal mcome tax. f,Subsect to chanse, see test. Elssued privately. @ Sold inTeb.1981. @or detade, see Gulf Coast W aste b.
isposal Authonti l'7. 51.0t cum. ptd. . ... .. .

4. L 'ommon . . . . . . . , . . . . . . . . . . . . . e3old an Dec.19st. R$old in March tent.
inladustrial Development and Po(uutson Control Revenue section of Moody 3 Municipal at Government Manual. 4 t l-

liabbty with I(ouston lightmg for payment of principal and intercot eFAtt held by Parent Co. idiesinnme March l.1949. '.CPursuant ta i *526. 1981. >

Le llaned on ave. she. as reported by Co. Adsusted for J.for.J stk. sphe Maytorporate restructunne p6an m 1978. Houston industries assumed ; cent and severalL

$>0.laA0rm ed 5%s. L.'unvertible Detsentures issued by Houston IJshone. In consaderation thereni, Houston 1.ishunas issued Itousann Industnes a 540.(HQ. tau 3+ :.
Debenture. nilsewed by Brason River Auth.Q.sfor desasis see Braaos River Auth. Moody's Municspal as Gov't. Manual 6.Ilermnms Feb. 3. t983.

p1
a

preferred stock on a basis of two llouston MANAGEMENT ir
incorporated under the laws of Texas on common shares for each National preferred D.D. Jordan.Chmn. of tid. 8r Chief Esec. Otf.

Ofncers 7HISTORY
share. 257.J36 llouston shares were thus es. 4

J.inu.try u. two under the name of floustonIJuhtmet N Power Company 1905. The f aarure changed before termination of offer Dec. Jt. D.D. Sv kor:n. Pres. & Chief 0per. Orf.I*
194L The remainder of 242.f>64 shares was H.R. Dean. IMc. Vice.Prn I

1905 was dropped from the corporate title on sold. Af ay 14. l943, to a syndacate which in G.W. Oprea. f r.. Exec. Vice. Pres. I

April s.1922. bince 4rnorporation company turn off ered the shares publicly. D. Cowatt. Group"Vice l*res. ( Aalmin )
I* ' " '# "" * * #" " " 'has .autuireet electras properties us the fusiow-
i.ubhc " Atlases'i**9* '#*"*" " I# * IO #* "# II"

merger a"nd corporate"restr'ucturin"st p'"la"n" allD.lk Nmsnons. Group Vice. Pres, dys he < |us't i ei# hts (now Patt ofl i i e of the outstanding commort stock of company Oper.) ;

was exchansterd un a share for share basis with EA. Turner. Group Vice. Pres. (Fossa l' tans
*

|fe thts and Brunner lboth now1916 $ n g Ilouston Industries. Inc commort stock. Com* Enat. at Constr.) ,

I late ( n rt of Ifouston). pan (s intmer subandiaries became separate Vite. Presidents j191 a = P.s

ganamation. In accordance with indenturer (lat- A.R. Ficavers
14.F.. Ihmn $

I.a Porte. Rosenberg. Rkhmond and subsidiaries of Ilouston Industnes la the reor.1925-Gou=e Creek (now part of itsytown)
W h a rtoti, ed as of Feb. I 1970 betweess Co. and !!ankers R.I hv.ane. Jr.

1.15. Goldherst
14.51. hisCuistion Lit. llorrigan

192# -.S.edvinte and llumble.ps27-l'.e aatena, tiellaire. Petty (now part of Trust Co.. as Irustee. Co/s SW*i, ConvertibleDehentures due 8985 thereupon became con. J.D. Greenwade
R.M, LethetterI

A.D. St.4ddos J.G. DeWease &;e It vtownl. South ifouston and vertshle into common stock of flouston indus. *a rsonn I-
i reeport. tries incorporate:d rather than common stewk /;.D. uhnstem. See*. & Treasurer1019thllothl.tnds (now part of Inaytown). of Co. Pursuant to a First Supplemental In. .S. Srian. Asst. Nt . & Asst. Ts eas.l s e1-t;aiveston and liitchcock, denture dated as of Jan. I4. l977 among Co ' C. Gemar, Asst. Sec. & Amst. Treas.p'a tr>~Mosharon. llouston industries and Trustee, llouston in. W.R. llruwn. Gen. Counsel1948a-Naiv. Justries assumed noent and several habihty D. rectorsI'*4#-Ve la sen. wnh Co. for p.nyment of prmcipal of f and pre. Narcy tirat erw. it. i touston p

pe%Sugarland.
Former Controk Cntil 1942. rommon stoc k of meum. if any2 and macre,t em, and to a.tfect W.84. llrown. llou=tnra

ths= udhisany was owned lov Nattoruit Power converseon ui much Detwntures. None ud the it.R. ( Au.. a foustorsother outst.inehn r setunties of Co maluthng
at L.cht 6 o. Cnder oreter of til.C in intewra. preterreet stotk and strat mortgage bonds were John C. Fa hots. is.a vtow nIloward W. llorne, lioustottse.,n Pros euhngs Nas.Lajes Houston shares were
aatered by Nationas us eacnande for its own 4 af ferte f.

4
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- .. , ,,
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St6.tyin k.w.: net geners. tion (k.w.h.): 108t diction. In addition the Utility Commision_

i . n j.n. tan. !f.ntaton 449.882.00&.1980, t .J 23.sJ t .w): fuct cost (nat hrss appellate jurisdistiurn over ekstric rates9

4 e L t.em h. Itou*uin ural a:us) per k.w.h. (md14): 1918. Jh.11: 1930, and services withm the remainimt encorporat.ed r:rvenues and KWil sales.( , ,t 31. t >ade, lleuston
; W. t stu r.s. J r.. I touston P.H. Robinson-near Dactiff -Constructed In July 1941. IIL&P filed appikations for29.21.

.wan s trion. llouston in 1966. last unit installed in 197J.- Capacity, general rate increases with the Utility Com.
.,

: s t s. :w hos a. f huntort 2.177,694 k.w.: net generation (k.w.h.): 4988 mission and wah the 7t, incorporated munici.
'

had uriginal jurisdiction over
p{atities thatt L&P's rates and services. In its atmlications.n h. w att.n tee. Iloustem $ 1.584.827.000: 1980. 13.193.277.000: fuct cost

Jr. U wendortf. Rkhmond (natural gas) per k.w.h. (mills): 198t. 24.19; HL&P requested an increase in its base oper.
Avdetors:Ihtloitte IIaskins 8C Sells. 19
pwcnasmg Arjent: B.Commandct.Jr- Cedar Bayou-near Baytown-constructed sting revenues for an adjusted test year ended19.70-

1970. Last unat installed in 1974. Capacity. March JI,1981 of $248 million, a 17.0% return.

advertising FAanager:W.S. Secrest. 2.09J 800 k.w. Net generation (k w.h.): 6988. on common equity and inclusion in rate base
Cwestor Meetings: First Wed.of each month. 12.792.8JO.000: 1980, 13.073.113.000'. fuel ccet of approximately 5990 million (7J%) of ita
Annua 8 Meet 4ng:In Stay * (natural gas) per k.w.h. (mitis): 1981, 29.66; sg.JS7 million mvestment in constructionwork in progress and nudear fuct in process.
No. of StockhoklerSt Dec. 3 8.196 8: Preferred. 1980, 19.96.Gas Turtu.ne Generating Units-Installed in In October 1981, as a result of a settlement

8.3#. s ommon. l. 1967,1968.1972.1974,1975 and L976 in van- between Ht.&P. the staff of the Utility Com. '

mission and various intervenors, the Utilitytie.of Ernployees:Dec. J 1.1981, 9.317. I cations. Capacity 1.479.504 k.w. net

General Officat 6 1 Walker Ave Itouston* generata n (k.,w.h.h 1988. 4.Jo9.614.000; 1980 Commission authonzed new rates desluned to
aus

increase HL,4P's system-wide annual reve.
TN 77tol Tel.:(7IJ)228-9J18. 4.284.20s. % nues for the adjusted test year by approxi.

9 Address: P.O. Boa 1700. Houston. Construction Proerene Company estimates mately $189 milhon and to provide a return orn
'' -

construction program will entail expenditures commort equity of 10.25% with inclusion inof approximately 3767.000.000 in 1982 rate base of all of the 5900 million of cons + rue.
0U5.ggg sencration., transmission. distri. $t.120.000.000 in 19sJ. and S1.260.000.000 inProgram includes constructior of one tion work in progress and nuclear fuelin proc.ess requested = by itLarP. The new rates be.4944.Er .r.uted m.

600.000 k.w. coat. fired steam unit at W.A. Par. came ettective for service used on and aftert namn and male at electric enerity. Territory ish plant scheduled for service in 1983nuclear units at South Texas October 15 for all unincorporated areas and
two.crmt includes Houston. Galveston, and 156

Project representing Co.'s portion of the two certain cities covered by the Utstity Commis...draunt communitics and rural areas. Inci* 383.000 k.w.
tn electric business, company sells k.w. units scheduled for service in sion's order which together account for ap.J. ut so $0 % of H LatP's revenues. Amail amount of steam to Champaurs interna * 1.250.000 proximatelyInc. In addition. cornpany cooperates 1987 and L989; two 750.000 k.w. lignite. fired number of cities, including Houston. tissuedtsmalunh a caters in sale of electric appliances to its units known as the Limestone Electric Gener. rate ordinances authorts.msr smaller increases

ating Station, to be located 18 miles southeast In ehrctric rates which HLa P subsequently,

te P P"lation of territory is esti, of Groesbeck; first unit scheduled for compte. appealed to the Utility Commission. The Utilt.''
rt

y is a major k.w. Lignite-fa,and second in 1987; two 750.000red units known as the hialakoff ty Comm.asion approved, rates are being col.3 tel 3 024~ ti n in 1,986
IIe of the Don't lected in these cities. subject to refund, pend.ice a

.i m.tucer of oil, gas, sulphur refincd productshemmals. petrochemicals, steel, oil tools ang Electric Generating Station. to be located ap.200 msles north of IIoustort near ing the outcome of public hean,nes scheduled
prr=x matelyMalakotf: first unit scheduled for for Apnl 1982.15. 1980 the Utility Comm.ssionnuted manufacturing processins and servic. II1'r*a* tion in 1988; the second in 1989. The** *? On Sept.

nted an increase of $135 million on s,n ad.activittes. 1.tectronics, paper, cement. oingNulanst materials, cotton. rice. cattle, salt, ompany is currently re. evaluating its usted test year ended March JL.,1980. HLatP
m si:nenium and other minerals are also im, planned construction of the 12.000 k.w. Allens d requested S214 milhon. The final order is.
sw tant products of the service area, Creek nuclear plant. sued by the Utdity Commission was based

1 LatP, the Utility 4.greement entered inco hyu n a settlement a ommission staff and thePHYEICAL PROPERTIES FMANCHISESi'Imne sm pertws of the company includein. l. Corporate existence of the comfanuary 9 majo,r mtervennrs in the case. The final order
any was

* b-vt h * tea m cencratma stations with imited by charter to 50 years from provided for the inclusmn, of $677 rmilion or.i. !!r*t t+trbine name plate wenerating capacity 1906, but could be extended another 50, years 72*, of construction work in progress and nu.
N" * 11 toi.m2 k.w. Onet. nas turb.).187 major at any time wtthin 10 years of expiration by clear fuelin processin rate bane and granted a

manions wida inst.alled transformer capaci,
k.v.a. and 2 8.0FJ miles of majority vote of stockholders provided com.pany was solvent and capital unimpaired, in ny had requested a5% of e.onstruction work inliaTereturn un cunmon cetusty.The Compa-

. .i 14,395.234$

.n-rsspen and distnbution lines. Approxi. 1958. stockholders authonzed an extension of pron:ress and nuclear tuel in process in the rate*
s fuct requirements company to Jan. 8.

t +try 8tr 5, of Company'h natural agas.199, corporate entstence et2000. Amendment of company charter m April% base.
b* * 1%I was met wit
d .r*t with coat and the tsalance was met 1959 provided for perpetuai corporate exis. RESIDENTIAL RATES

h o.l. Chief power plants are as f ollows: rence. Company holds a 50-year franchise.4 ! *u s.wan.r-near liouston-Constructed in from each ot the 84 inwrporated commumtics Electnc: t all arens k
4 & twt unit installed in 1955. Capacity, served, none of which expire before J007. All F.ffective date: (At.1954. So.00 (minimuma

tf J5 trav.: net eneration (k.w.h.): tm61 50-year franchises provide for payment annu* bill) incl. first 30 kwh.k %im.mt 1%o 47.5.4w,.u00; fuct cost (natu aHy by company to respective mumcipaltues J.845r per kwh tor all ndditional kwh: howev.htonths of Slav thinush &t.:
g{- 96 e W tier k.w.h. (millo: 1941. J5.58; 1980, of a nominal sum of $500 plus ,4", of compa*

. * .s , py's aross recespts for precedmat year from er, if austreirate usage in any ut these monthst,
plectrac sales f other than street,liathtmst) with* is less than 750 kwh the Nov through AprilD ' La h %treet-liouston-(on standby 12asas)

* o 9m ted in 1**tMM last urut instaued 1950. m corporate limits os respective mumcapala* rate will a t>h>f yow, through April;!'f i u s e ,1v. M.f ast k.w.: net generauorn (k.w.h.): ties. All franchnes are nonexclusive * Alonthsnt
* i, # 1.hJh.tMul); L 980. ( J.JJ 2.J45, gaer kwh for all adtht. kwh
]gny) per k.w.li (mu,5.txW)); fuct cost

s

P ts): 19as. N.A.;
REGULATION
have Iseen subj.1976. Co.'s rates and service *

MPETITION
CO.ICI"s*cainnu'''u"d"nt 'by'"the ta>wer C"o'^lo'rado'

bance Sept.
FY " IgY *U8"Y g* O

f O. Clarke Ilmnton-Construtted ect either to original or appel.
jf , ' . i.r. m: 6. LA tinit installeet in 1974. C.apacity, lateJurisdiction of Publi9 Utility Commissiort

(k.w.h.n 1981 ut Texas (Utihty Commission). Prior to that krmect
.

* Y
. " We seWP,19,two iteneratfort.u. 215.544JKK3. l'uct cost (natut</sju, tsme. irm rates and acrvices were sub)cet to reig-'*j [] '' "["he *
48 '- n in w.:r*

g.*

sa sw r k.w.h. (mills): 19sst. 48.tJt platson emly by incorporated mumcipahues at For details we blue innert: also camtract forf . ' ~ . serves. Under Texas Pubhc Utility Regulato sale amt mten hange of tmer,
Company has enade no representatism as toI ' .o . n . Ihaye ns-nenar IInust on~ Construtt. Act wherh created Utihty Cumminsson. cat

f + t n es t s. let unit mstalleet m 197.$. Capari. annable tuture estes-tm of flie prmeram of themunicipality may crentmue to exercine cristinajover elettrec utilitive operating { ural Fhstr firaspen Administrattors treated' In 7 f u k.w.; #iet n:esie rations t k.w.h.h I'MI,,

Jurisdicunng as * Iw.8 d dr. pows. J.94M. 84 8. tams; fuel cost
within its burders or. by ordinancer or voter, by the Fenivral t,ove-risms nt.,me Pubhc t'attity Ownmin*wm, under the

'

g u s s pe-r k.w.h. ( milh): twel. Jt.12: referemtum, may surrender its us6ginal jurigl'e s a. the Puhtic Usility Ror-
in dittiosa to Utility Cennmasshm. If a ruumtipaH. authority ur.inton it h{dt%hst ther hervice areah . t u.

We Inter-Cunstructed Jy does not surrende:r its sertuinal juri*uistioss.
3

ulatory Att ham e Sta4 8. .s s e near
i 1...se eenie instathts in tw.4. t Ltuseity. sa m.ty ctantinue tes a kerrise regulatory powers taountiarieg et the Ln. apiny,
**n hw. We et-nor stiore (Ic.w.h.); l'/48 utuler namer meandards and ruten un those ap,
** 4 4 ".na r, pous, J,t ti t;4J,tuier,' hie { e ont ph411 by Utility Connmismion, or uneler nuthi ,

other stasularsh and ruire as are not imonsiwr. CONTRACTg . 'Dee il * e.s 3.or it.w.h. (mdise s: s'aM t. 53.15; f Aus.
. allJrP has sentr.ne town with the Citv oem.Temas to gnue hasy use to name niest.swarte of

.

O.mnusehm. Salt,s hyI
"n + tson- e+nt I a l'orte #onstrune d ent with thenw eef UtihtyOs. over whith !!tihty Osmmissum preacntly

al e a 6s.
AnstmN .f. ncr.steent e .ap.h it y t hroun'is lus47.*

par te. Capaa ety. bas esrbonal juriwha taun uttseunted fesr apteruis. lit.a:P haw al-o e..nir.n t.5t wic h the t 'ity Puts.' t e.t unit issalaih14 ist s
.

e ....: n. e au nerat eens R.w.h.n 8944

L tr feet pesn. .s.8 44 i t/.vaar8: inel uret 4*s";. of Compauv% ota raems re-venues for ht bervu e Itoant *d San Antons'm'o ine** hasek
twelve snonths esuled Dec. f t. twit. warvmg anunents ot e .ap.ia nts shar er the vestre

-..s na r Lw h, o mdi$ n ton t. 4-6.44:
.

P>4 'nr>amh I"*L sancma trom Jane to 34m>t o
f ,p.ier h near 14k hnwawl. runnstmtot (IATES AND SERVICES
e i

.

Pestsseant to the t'eja.sg Puldig Utility Itntu. me-v.swatts.tws4. d '.et ate d y. fit e eDOPmsa lleMR 4t N h t ht* dh%|i49 .h(rrt*mrHt.
l e ss ist.it iraf.alh et en.I l.ittery At t wt.4e h wat is.49%4 el irl .Ittne 647 $. thet L,ome.ans e nu n.1 mio an aerceme nt wish the:.k 4

9 . ."8 6. .. .; p t 90 eter.tt e. . i k W.fl. );t uct ,'ne l .
l Pubbt 4 :eihty s 's.mmranm of Pe ma+ II/siht y

e 'onuniwb.n # ba, a%um..t oriemat furiwh6 Leewe r a 5 h nnt. 14.crr Authoestv to toansmitthe 3*e**rs poet * h.+5' 4 fis**tt t he 4 it y of Austm.ows
. . s . as Prui. is J te..'.n s use:I e .. .I # t.4 r k.w.h. t cruik n Paul,8 s o m m e:*

suas over etceeste sate 6 .aryl .scrvn em m ufun- r en ne-am wevn ew = tare il on Jan. s.f . T *se
Inmo .'ind el end Ile e tens = * 14.1"a9d in a numin r

. t 6.srs.m +n u.s II+ae,. son.~t '..nst rm e. e en e natcl area e4 t he sease. unof e ita,. th t have reinwim-heit sen.uial jun=-

. n. J f .~ .s..*
- ' ? . . f.. .t uma ur.taded 4 , pu.u Capp n y,} .**

b ' * f t'11 tCS 4 DPEftATING Wl'ATISTICS. VEAIG ENDED OR ON Of1*
li.

retwnts to Web ral Encruy 14e rut tory (:. mnu sn is .;
*

t ute, pe ta

eTaken tro..m.e pou es;9 pe n p
6J,. ,w n es

l. s1 Bad et Lae%.erme 1,turus se L'a sv a mp Lits se J,oJ4. teep
"P h 'e

os .so,. e iv .$ .
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. s u -

T TATISTICS (Cont'dh D.
)tevmans: 1940 toman 1979 1972 t977 I"s** IMt (A

4 kemda neial A rural . . . 5x12.414.077 St.24 We.ew.4 5453.Its 214 S 'it.7.7 2's.764 S tut.8511Jf.o 5241.M e ace n
53.,,3, g[,

T.rhommersial k anduurial . l.n22.le9 ll9 1 lx7 'me.ute 1.14'G i t. tut At 7.lt t.6#st 707 'ait.942 5 %.1 = 2.nus 3 ,.3, g s
4

6 e
' (Zher. . 144.418.796 107.4 51.h 40 4%.5 31.92 t 4 0.'*W 951 Sn.M32.ed 6 J's.4ul479 27% e

St.tedt 7 A.9U %* l7.167/M p'- At4Tne al . . . . , . . . . . . . . 12.769J I 5.222 $2.12 5.9%.a44 S1.679.'i41.442 31.296.0?*.176
K.w.h. ort nerated (net). . . . 57.te%J47.tsas 57.225t.t 26.es es 54.e>7a.4 8 7.ts as 53. lot.47 4 tsas 4s.53 8.s.2%.esde 4JJ t J.E s t.a s s e 4u.2:6 ir.y** .sf
K.w.ts. purchaned . . . . . . 2.44A lade.un 720.29 5. san 377.347. tams 222.tJ0.tssa JJ5.u ss e. lu.e s sa 5.,, Pr-"
System teak load k w.- . . . ..... . to.540.uio 10.2t.6.uss 9 us2. tion var.2.sans 8.64 5.ts us 3.219.u s 7.4,,(,**

5M.Akil:.S AND WAGESc
Electnc . . . . . . 5:40J23.219 s a ta.743.644 1:02.nr.2.737 172.151.579 Sa>9.2:4J9u 153.2C.229 swx i,,,,* 314

Utility l ant . 5J.024.367 4La t t.250 J3.4 41.5J t Jo.48.4.9r.4 27 Jn 82. Tate J I JPs.Ar. l
Ja;gg3 n,y

d
. . . 20.J95.6at 14J70.74 8 82.132.457 7.19u 437 5.195.134' 2.361,07uUthr .

CResadential only.
. 213.783.290 $8 75.925.639 $153.4 84725 118 5.A07.980 3102.279.417 $77.72s.162 M'' piiTutal . . . . . . . . . . .

Re
INCOME ACCOUNTS *

COStPARATIVE INCOME ACCOUNT, YEARS ENDED DEC. JI g
(Taken from reports filed with the Securities and Exchamm C<wnminion) og

(in thousands of dollars) Cu
1988 1980 8979 1972 1977 1976 go g

Totat erwratine revenue (electric) . 2Jr>9.215 2.I23.957 8.707.527 8.308fA8 t sw.9.786 A41.616 g y,p ..

Oiwratme espenses . l.9 n.edio t.440..l)4 1.137.102 823.a ss 6.53.281 449.s76 323 3,. No.

Staintenance . I t7J05 97.598 77.703 55.J54 43.719 31.588 Qs; Cu
. . .

Depreciat nin . . . . . . . . . . . . . . . . . . . . 415.418 101.134 93.444 7J.261 6J 792 57.034 51.tr. - AC

Amort.of tamited term util invest. . 19 89 49 19 19 19
*

Cu
TaJ.044 2A18 278 .

N- fa#Amort. of prop. losses . . .

Federal tases:
44.168 26.2JJ 30.911 10.229 19.tM 37.601 g,,s 00- I ncome . . . . . . . . e. . . . . , . . .

Deterred income taxes. , . . 61.049 59.811 44.515 37.831 J0.879 24.742 19 m
Investment tas credat . . 60.764 44.414 56.726 46.665 44.944 26.195 12r

y,3' Cu10.167 7.430 6.054 4.736 J.620 2.996 3Other taxes . . . . . . . . . ... .

8u,160 73.426 6J.915 55.436 47.515 44J68 AuCate and lucal taxes . 3;

Total oper. revenue deductions .. . 2.432.593 1.85J.017 8.490.678 8.107J70 8s7.226 676.213 n

Net eperating revenue. . . . . . . . . . . JJ6.622 270.940 216.901 196,2J4 182.560 165.405 3 21,. , O16.384 33, .D11r,w. for funds used dunns constr.. . . . TntCCAllow. for other funds used during Ots

Other income .
. J9.058 $2.735 31.928 17.029 14.0R8

......1.450 ,.tuconstr. . . . . .

J.692 4.682 94 4.27: 8.865 ,. .. .. .

unma income . . . . . . . . . J79J72 308J57 249.743
*

217.534 193.513 183JJ9 g u ,.C | Ne
,

Interest on inna term debt . . . . . . . . 146.513 122.695 108.5e6 84.307 flJv9 61.094
Ss u..

r
Amortas.wtebt ahsc. 8c esp (net) . . . o . J80 153 45 cr25 cs9 crJO

def
.-

CGAltow. for horrowed Ids. used during
reenst r. . . . . . . . . . . . . . . cri t.470 cr9.6 t9 crio.9t l cri t.6J9 cs9.328 g

(UI x alloc.ot AFUDC. cre.770 crs.194 civ.294 3
Ot her interest charges . IJA8 S.159 2.136 5.2n4 ......2.291 ......6.367 ..i t.y

....... . .

..

Other deductions . l.129 808 485 300 127 348 -

3

|Totalincome deduction . . . 344.170 188.002 84.027 78.155 64.389 68.083 6s 2 - 1
.

Not income . . . . . . . . . . . . . . 245.202 197J56 165.716 139.J79 134.124 I l l.156 70s. $*

Retained eartungs. bes. of rear . 691.489 620.034 $$$.213 497.079 429J 50 368456 3i9.4 y
19I

Total eredits ... 9 M.691 817J00 718.924 6J6.458 563.674 443.812 4(ra. . . ...

Pref erred dividends . . . . . . . . 20.042 20.042 19.765 17JJO 1 J.7 I i 12.J62 e 4* . P
. . '

Comman dsvidends (stock) . 137.954 105.859 79.129 - 65.915 32.884 48.900 J4 - wa
. . em

I

Retained earnings. Dec. 31. . 778.695 691.489 620.034 553.213 497.079 429.350 W Pu
.

IEffective Jan. l.1977. Feders! Power Commas- Stateenent of Char.0ee in Financial Posetson (in Rect to curr. mat. cf $
sion, predecessor of Federal Energy Reeulatory 3000): ts. tm. debt . ...... (Jo ie. m

Sourceof Funds: 1958 1940 Other-net . (24.001) 1! of
Commis.oson (which does not have jurisdiction over Net income .. . 245.202 19?J56 - c h'-
Ca. or sts rates), issued an order which provides a Depreciation . L25J29 108.298 Total . . . . . . . . . . 755J05- 7xa.. un. .

14formula for computing a maximum allowable AFC Deferredinc. Application of Funds: Wrate and requires reclassification of AFC lato a "bor. tases-act . . . . . . . 51.280 St.617 Prop add.tnet of <

"rowed funds" and an "other funds" component. Inv. tas cudit del aet $$.tJo 44.414 allow. for funds I

, Sint> Jan.1. l977 accrual of AFC has been reet"''* cI) "*'d d"' '43*I'#
Dvidends

''*""'A 'a .'* " e
(50.528) (4JJ54)cons . 8573 96 m ne.fied for income statement presentation to show such Sale of first mtge.

components, bonds . . . . . . . . . . . 125.000 100.000 . ed
172.465 [Incr. in W"ork"ing .

80s.758 76mTOL*I + . ;j y Then[ Prior to Jan.1979. deferred income taxes were Sale of com.stk...... 162.923

not recognized on the interest cosoponent of AFUDC @bds.. .. .. - ~ . .'. .
leof potLcontt *

96.260 5.000 Capital . . . . . . . . . . d46.45J d42.t A j| .zat
which is deducted currently for federal income tas Chee.in notes pay.81 Det of proceeds held by Trustee.

3 pp
purposes. temp. cash invest. (29.292) 101.9is [EscL notes psyable 8t temporary cash invest. .

Record of Earninge, yeare ended Dee. 31 (in thousands of dollars): . C
QMn' Ra-

Oper. Oper. Main. Depre- Net Oper. Groes tacome Net Common Da. of t** h Dg,
Revenues Espenses tenance ciation Tames Revenue Income Deduct. Income Lhvs. Com. Shs Com. R4 + g''<

IMS. . . m . 634.153 32J 502 36.455 51.098 94.099 129.004 IJA.654 64.269 70J45 34.783 23.752.127 JH
I; 74. . 4a6.837 212.406 JtJt? 45.846 29.022 109.044 114.277 44.J99 69.478 32.628 21.752.127 2 98 d' b
l;73.. . 409.n60 158.06 t 29.u96 39J24 85.062 97.o20 106.546 34.477 71.909 29.929 21,752.127

J ''a'
l Re-

t972..., . . 34J.640 129.436 23.t 87 34.969 79.A25 91.023 9a.04 5 J2J72 65.673 27.5 4J 20.252.127 Ji .- 1..

I:7b . .- 317,794 113.154 21.J78 J0.936 69.439 42.443 86.975 27.449 59.4 A6 26.825 20J52.127 2 *.
1- . ee .

e', ;
1;7 ?. . 282.752 99.405 2[.744 27.760 el.841 71.202 77.831 23.280 53. A 58 2 4.Jul 20.252.127 J ''-
19t/8. . 262.534 84.007 17.020 26.203 65.559 61.745 68.404 20.454 47.949 22.682 20J52.t J7 22* 4 : ,.* ;. .

. .

235.529 79.628 86.507 2J.149 57.922 58.323 4tJtt 18.406 42.s05 n.o;5 20.J52.127 2'* 4. *
1964.. .. .
3967. . . . . Joe.t JJ 73.113 3 4.l t0 2t 463 44.021 52.425 55J76 14.481 40.795 20,252 20J52.127 2 tm d ., Ye .,

89tA999 64.165 10.904 18.714 47.424 49.792 50. t 44 9.Os t 41.10J 2tA252 20J52.127 2 at . Op.
1966... ..
1945 o .. 140.220 57.950 9.055 17.434 47JA8 48.J9J 45.A64 8.132 40J 3 t 88.412 10.252.127 t#* Tir

1964....... 166.100 53.977 10.036 86.407 43.628 42.052 42.707 7.918 34.799 15.797 JOJ52.t 27 II* * Tir
396J o 115.693 49.906 7.544 15.719 42.834 J9.146 19.544 A.086 31.5n2 13.974 J0.252.t 27 t *4 Tir
1942.. 141.649 45.466 6.774 15Jon 44.746 J5.577 J t.843 s,456 27.J97 18.476 6.75u.fo9 4 88. " g,'

120.497 39.142 5.913 84.642 30.814 29.946 29.976 A.444 21.532 to. MOI 6.750.709 f t.'
. .

I460... L is.837 36.640 5.459 t J.Jer J0J52 30.073 30,103 7.6 :4 n.4s3 to.nos 6.750.709 IL E*l's61. , ...

n;49.. 104.675 J2.4a4 5.084 11.904 2 7.9 t 3 27.249 27.J24 6.401 Ju.92J In.ieut 4.7 mfo9 34*6 D',

4 La
304.. 94J62 28.976 4.665 10.102 25.577 25.048 25J t2 5.104 20 Jug to, ant . 6.7 50.?ue 2 '4 ,,

Et
195 7 . . . . . . . . a f.102 26.978 4J 44 4.fs1 23.f tJ 22.s79 23.026 4.079 t s.*47 tua44 6.750Ju9 P ,,

Ne
,

CDoes not reflect J-for.2 nacck split ef fectave hfar 26.1981. I 02
DALANCE SHEETS u,

COMPARATIVE BAI ANCE SilEET. AS OF DEC. J1 .

(T.sken from reports filed with the Securities and Eachanee Commission) .

(in thousands of dollars) .

1979 1977 1976 t *'
ASSET 1 1941 19a0 1979 . .

5.107.443 4.455.713 3.A 16.924 3..t :4.464 2.hA7.9 50 2.10J.601 2.f M * .Ih t ne tunt . . . . . . . . '

Ikprea utem teserve , . .. 777JOJ a74J t 7 591.465 S t 2,ent 4 W 9 66 rn.4tf J3' j

. [
. ..

hacecar tues. 121.643 104.947 El.947 69.'rJ 5 61.D e IJ.itr8 1* * 1
. . -

. . . . . . .

Net utalaty that .. 4.451.928 J.441.94 3 JJo9 470 2.373.459 2. 89aJ75 2.ms.295 1 *40'
.. ,. ...

.

,
-- _gG AuD 8

=.w -- - , - - __ ., - - - Y MO O *,'y% , _,y, y - p

. _ _ - _ - - _ _ _ - _ - _ - _ _ _ _ _ _ _ - _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - - _ - - -
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q
- 3ALANC] SHE3TJ (Cont *d): 198t 6 80 1179 1 78 tT77 1176 t975---

' . ...... ......
...... 26 9

75 t.cr i.n. mat pmperty .
9.747 11.340 ......11.614 ......10.051 11.363 f.99J 12.704

Wi..........:............ 52.129 68.664 ...... ......

:.msa*rary cash investments . .

......8.838 4.937 4.927 4.253 ......J.643 J.243 3.3845.343- ......
l

29 0 440 339 J98 270 212 167s t,g
. m.al detenata . .

1 .

. 126.144 102.885 82.207 85.812 62.618 62.559 39.826sa.20, .urlungtunds ................... .

Q' '

- wounis and notes receivable (net) .. 429.656 97.544 79.139 70.945 69.439 77.t 43 83.998

7 .008 '. \tattr ats and supplies .
. J. 19 2.934 14,046 2.192 2.727 2,749 1.565

80
w agg , ynpas meats . . ...

* '

Total current and accrued assets - 277.794 220.580 244.40t 242.J08 150.29J 155.927 141.653

64.937 48.786 4J.111 24.662 19.695 9.842 4.612
? heilaneous deferred debits . . . .7f.568

Total asaets . . 4.796.652 4.151.309 J.596.982 3.140.829 2.668.263 2.264.064 1.989.786
St. ass
02J45 - t.t \fitLITIES 923.666 7so.741 588.276 456.758 39l.534 324.094 258.688

-1 enenmon stock . .
. 243.518 24J.S t $ 243.518 215.945 214.000 te3.847 124.482. ..

11.676
778.695 691,489 620.034 553.213 497.079 429.550 368.656j Preferred stock . . . ...

."Q ltetained earmnas. . . . .. . ..

.k. Totai stockholders * equity . . .. I 945,879 . l.695.748 t.4 5 t.828 8.22J.916 j.3 02.633 917.490 751.826

l.610,000 8.505.000 1.405.000 1.280,000 1,055.000 930.000 805,000

. . . . ' 138,460 42.200 37.200 J4.926 18.000 18.000 18.000*s@ tinctcage debt . . . . . . . . .

40,000 40.000 40.000 40.000 40.000 40.000 40.000
'ff. I 11ther lnng-term debt .

4. * *uav. debenture . . .. . ..

1975 Totat iong-term debt . . . 1.788.460 1.587.200 8.482.200 IJ54.926 3.I t J.000 988,000 863.000

21.578 50.870 1.084 2.197 * 24.829 4J04 131.866
14,153 Wcs payable . . . . . . . ,

.

2J6.532 142.851 126.646 115.389 ......79.810 ......70,784 39.033
....... ..

.. ...... 20.00023,sn3 - ...... ...... .

36. 6 5
t*urr. portion t.t. debt. .

.. . .

18.148 11.542 9.008 6.364 4.321 4,904 4.494venunts payable . ,51,161 e atomer deposits .. . . .
S t.309 44.245 27.278 33.578 24.430 4J.039 J2.t 60**3- tascs accrued . . .

* * * */ !aterest accrued . . . . . . . . 37.269 29.324 28.066 26.844 22.309 20.557 - 18.93J
- . . ' *'

69.593 68.720 48,227 42.004 J t.674 25.753 19,468.

19.455 / tJther current liabilities . . . .

19.948 Total current and accrued hmties. . . 434,927' 360.552 240.J29 226.369 189.37J t7 t.345 245.954

e4tormers advances for construcuon . 17.198 22.t 21 18.578 19.103 89.563 15.050 9.128
12.074
J.230 kam. det. investment tax credita .. 289.575 235.791 192.606 145.452 106.589 67.660 42,931.

J9J42 p hce defcrred credits . . . . . . . . . . . . . J.J79 cr19.732 cri.747 704 2.105 2.716 87..

Unamortized premium on debt. net . cr$.470 cre.005 cr2.200 cr959 cr274 cr45J $1

05.g 49

Total deferred credits . . . . .. . . J01.682 232.175 207.237 162.892 127.98J 84.973 52.227

Occum. deferred income taxes .. . J t7.584 267.249 206.569 16J,818 126.940 94.518 69.72929,004 -
450 408 J54 244 50

8.567
8.820 8.385 8.369 8.500 8.000 7.500 7.000Inmries and damagen reserve . . . ...... ......

[
t uner reserves . . .

Totalliabilities . 4.796.652 4,151.309 J.596.982 J.140.829 2.668.263 2.264.064 l.989.786, , , , .

1.08J
dt 37.13J dlJ9.972 4,072 15.939 d39.080 dt5.418 dt04.301.

het eurrent assets . .
i Due to accelerated amortization and liberalised ment reserve was subdivided to correspond mate outcome cannot be determined at this

.
is,7 34

with related assets accounts and effective Jan. time. In our report dated February to.198:1979 and 19M0 financiaI% 34
"# E mercution.

A ikpresented by no par shares: 1.1945. company instituted straight-line de- our opmion on thestatements was tanqualified: however, in viewpreciatiore accountine, annual provisions be-
N 2 series:1973 79. 250.UO0 thares.

mg approximately J7 of total depreciable of the matter referred to above. Our present* Q 5 8 wnes: 1974-80. 97,397sh a res.

' gn$ 3 CtJ . cries: 1973 79. 500.000 shs. cost of electric plant. opinion on such financial statements, an ex.. g].y a
(b) Deferred Federal income Taxes: After pressed heretn. is different from that ex.

?2 r* !J ser:es: 197 5-79. 400.000 shs 1960. Co. began using liberalized depreciation pressed in our previous report.In our unmion subject to the effects on the,Q eg Y8 08 series:1976 79. 40tt000 shs method for federal income tax purposes. Co. financial statements of such adjustments if|, . 412 senes: 1977 79. 500.000 shs. uses tax guideline lives for property acquired
,p 5 Y, Repre=ented by no par shares: 198t. 74.081.84t: before 1971. and elected to adopt federal in- any, as might have been required had the out-M N seras?1979. 300.0u0 shs._

** l'ao. 41944.777: i979. 36.217.276: 1978. 31.J14.966: come tax " class life system" for 1973-72 prop- come of the uncertainty referred to in the pre-w
eq /, * ". 29.004.642: 1976, Ja.752.127; 1975. 2J 752.t27. erty additions. Pursuant to the Economic Re- cedmg parasraph been known, such financial

covery Tax Act of 1981, the ACRS method is statements present f airly the financial position
% 475 += Notes: (a) Prior to May 14. 1943. company used for post 19% properties. Deterred in* of the Company at December 38. 1980 and

a subsidiary of a public utility holdmg enme taxes have been provided on riifferersce 1988 arid the results of its operations and the4.713 s2 N**

.wnpany and subject to the provisions of the between depreciation computed using these charures in'its financial positson for each of the*~.-
4,fS ( IS.blic Utihty lloidmg Company Act of 1935. methods and straight-line tas depreciation three years in the period ended December Jf.

e he that date company ceased to be such sut,. otherwsse allowable. ,

gg81. in conformity with generally accepted
fy mbary. Company. while such a subsidiary, Investment tax credit applied as a reduction accountmg prmtipics applied on a consistent

*"#H VI Ca* rveniired to adopt FERC Umform hystem of federalincome taxes has been deferred and basis. .

.

1.7 I 7 "t Aetourits pursuant to Securities and isu. is beirut amortised over estimated lives of re- Our examinations also comprehended the
., r ini:e Commission Rule U.J7. promulgated lated property. Credits deferred angregated supplemental schedules V .VI. VIII and IXt-- r

9.314 .c anter i*.U.II. Act of 19 55. Sutmequent to May 3c0,764,000 in l981 and $44.414.000 in 19so. for cae h of the three years In the period ended
198 8, company generally fo6 tows FERC Auditor's Report:The following is an excerpt Decemin-r J 4. l94t. In our opimon. pubject tu',l. , form Svatem of Accounts and filen reports'g

ah VCRC but exprewly denics jurisdie. tion from the Report of Irutependent Auditors. De- the elfests em Rheslute V of such adjustments.-m
/ if any, am smeht have been required had the
.t : l' V.I4C uver turihtees owned by cominany or loatte Einskms at Seils, as it appeared in l988 outcome of the uncertamty referred to in the

.,,*^g
>J ' ' thd.t of VERC to restuire reports in cort. Annual Report.

. ' .9'8 8 3, b en.n therewith. Company in l945 complet- "An discuned in Note 7. the Company re- second pre reding paragraph been known.
cently tsestan a re-evaluation of its Allens such supt +4cment.a1 ashedules, whern consid-
Creek nuclear scenerstmst facdity. Certam al- ered its relatpin to the Istisic financial st. ate..- - *! :t *twelv and reclasmHication of plant,d>Ies).terup-

'1"% re. .rve previounly eteniacnated as amorti. ternatives under tonsideration could result in ments, gerewnt f airly in all material respects
Y nt I r*tusement (int.luding maanu2L557 f

.

* -.ue nh de preciation. renewalm and replace- mutatantsal unrecuverable costs, but the ulti- the inans mation snowre therem."D

h448J9

; EINANCIAL & OPERATING 11ATIOS
(Ratios and data cornpiled from reports to Federal Energy Resculatory Cummi-mion)q

S - I- l.l.t'THIC Ol'ERATIONS 19n1 19n0 1979 897s 1977 8976 69756
I " 8- k be ta.n to res sust.. . J.04 J.17 JJ.5 J.7J Uit 19e 4 D4

22.78 22.9J JI.le 21.79 IlE J0.87 22.09

,; y'[ ' . '.vakS* L uf te eal . 29 39 29/d) 26.99 2s.37 Js.4a 25.'s) J 6.94* ..

ev. rate r k.w.it.-.g ents. , a.J9 5.(10 4.09 J Ja 3.in J .9 J.4revs * " .J total . . . .'

p .
,

-g p av t. os t. uic f k.w.h.) . 18.590 14.289 II.32J I 4.7J 4 S t.Jhes 15.144 11.$o4
,4 ,, .

M*84*.II.. ACCr)t.*N'!*

|7

..

' I" *4*f. od strem nt er. rev. , 4.J 4.9 45 S.4 4.0 44 9.1su

,
- *C a 'e n. ins e es ur. ota-r. rtvenue. . 4.J 4.t. 4.53 4 J4 ina 19ti S.!I

18 LJ 2.3 LJ LJ LJ LJ

. . , r ~s t.e r. rtv. en na e inut. 3 4ns . 7.4 7.0 6h 6. 4 7. I 7.9 7.0Q
* h uu s . o.i uulit y ls6 ant . . .. .,

nt * * * = "ev r4t we . . . . . . . . , .
4 t.n 1 ml.to sin.7 6 !? tA 7 4 nt has.1 78.34

J>s 134 f.twe 3 hJ 6in last L54
** P e 8ww. e 4rne d 64 fore saa, tastm .

45J L%8 lsA8 2 5a LM J h4 105
' i e lm e arned antt ins. t.ases . .

J.J I J. JG Ll4 LII 16; LJ'l lA4'

%4 J4 47 A.3 4 %71 Il &% ewe lb ' + ' igs. ld idel. div. earis**l ait. ins . tat.'

imo.6,4, ite l,41....... . lisstl9[g* -b a 'l te r sh. ire s.rtfer, red . i4. stol si > 4. i . si i sJ . >

mt . . u.a.c e..n. yea, n.i hu . 5,,,i

U 8 'a et te r sh. u sm. t y r. . in t e 4.li. . SlDB 117% %2ND &ltAl % Lie 1J 44 %I.79

+4 4 *'"II +r e ere s uentneen t av4.t . $ 4 J'+ 54.SJ SL34 55.97 5618 % I.**J Ita's.

,

! b'f''*te#*h eum 1 3ta .selt,. i l.J4 Slot $149 Ilf.1 41 46 %J fil %I.'8 0

$J l '80 18 5 8p8 t i l. .le 181 J6 6Mus AJg.u 52121*

s - ~ - .. rt-h -.di... tJinn slJ.s l s2LJG sai.=o tJa ii st e.ns sin ai$ [ = >< ta t o.enmevi sh.ser e as tuate ,

" ' i4 -h e.5 4 6 pmetre*l *s7. N7 97. 8 a7 97. N1 97.197 '67.497 '8 7. N; 9 1.# 87

) ** ' ? po ta n .a . J4eJan J euf e n J181Jan J HtJ e n 1% e ss J 803 * n Un 'a da<

9njeet 9sessat 9ss/en ude/s n en ** epa st ** c ea ns

* * J ere t tr.,4 .
~ 40 8,' W 9 5 $4 8t t e dl Id St tAA) $.43 t4313 4-dt *3 33 80 sp ee d) 4tdf 4A A).+

^8"2 . pt rege$
$f e) 8 A A# SI9p t e s) $s s t j e s) {c aj t A n P SI,.e st h a t,i s e p

*,
' '' ' d j er. te rrets .

% sonne %eninst An d|J n ts %sn.enn "sas e e n

'm* 1J , meranta t.n t. nese y o,.n t. .. .. n u ns, .. .. .
. . .. ..g ,

~ 4 'a't. i 4vua . . . engst s.4:e l's.24.' n g l $3 6 hajj J0.7 44,J sl .*AJ 1.4 4w JA;4L127 223**f /WM
s.,,,

43 545 *h ms.H eelL - 7 4epH.4 &t $5.47 4.77 4 50. i m.t es 46.4 4L374 well.7 N n l 19. I'a # ll.n et.Has-

!
L

.

.-
-
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FINANCIAL RATIOS (Cont'd): 19st 19au 1979 t9's is77
.2f 7 t!.127 2 t, g g ,.

su?6 i,. ,,

-cam. t year end e . . . . . . 74.tett.841 42.964.777 .l6.217.276 31.l14.996 29 frat ri42' -com. t vest en i t- ad). 69.053,418 64.447.166 S t.J25.914 46.972.494 43.5un.961 4a.12s.490 .s t a,g l'*-- ! BAI V.CE SIIEET ' -
I % ni total capetaheat. represented by:

Common samh 4 surplus . 45.6 . 44.5 41.2 39.2 40.3 39.4
6.5 7.5 8.3 8.J 9.7 8.6 D'Preferred atoc k . .

Lona term deig . . . . . . . . . . . .
.

47.9 44.n 50.5 52.5 50.2 58.9 3']** Sitse dcht ot deprec. plant .. 37.2 39.9 43.6 41.7 44.6 47.8 d.,.

Ranu arross plant to gross revs. . t.84 2.to 2.23- e 2.54-1 2.748 2.98 1 33,;* * deprec. res. eo rross plant . 15.23 85.24 15.5 15.5 15.6 16.4 *, .
i'"PRICE RANGE

First Js. t989 . . . 51-45 % 55 49 631 r56 60 % 571. 62.422-54 % 62i/r54 g
t,,7
; 3.,.'.9'First 334s.1926

First 4%s lon7 . . 63 % .-625/s
66ays 67 57 71%-6'.% 70467 72464' 71 % 62

59 % 68-58 75 % 471s 77% 6aw 74 % 7} 75 % .70
,.g

,i *

First 4%s.19m9 58 52 % 64 55 7J%45% 74 51 76 72h 76 % 46 7 i , ,, , .. .

First 4 ties.1992 . 48 %-42 55-45 64 % -56 % 66 % .66 695./ 65 a 709 -59 e.4 g- *
First 5%s.19% . 47*'s-39 % 55 % -42 66 % -57 % 70 62 % 71d64% 7345 67 i M. ' I

... .

First 5%s.1997 46 % -38 % 54%-4 t 65 % -56'/s 69 % 4 1 % 72-70 74 % 6% e.7 u. *First 44.s.1997 . 55 % -44 63 % -50
7784.-66 %

83 %.74 A1%.41% AA47N 79 4First 6%s.1998 . 55 %-45 % 63 % .50 77 66 % 83%.f3% a5 %.81% 86 % .7s % 74
Farst 7%s.1949 58%-49V 6A%.55 83 % -70 % 90% a0 93%- Af t's on%.85 ac, , ,,
First f 84a.2001 . 56V.-47% 67 % 53 816a 86 % 77

90%-85%.
92i4.a2.

Ii% ne 92 a4
%

First 7%s. 2006 . 575/e-42% 69 % .54 83 %.69 's 89 %.79
9A 4-92% 10t% 90 s3,.j.

. .. .

I First at~s. 2004 . . . . 61 51 % 79 58 88 % .73 ' 95 V.-a4 %. .. .
First t 0%s. 2004 . . 738442V 90 %-72 104%-sa 109%-tut V. t il %-lo7 84 114 104 ItA g, ]

.. .. .

First 4%s. 2005 . 64Ys.545/3 8642 93 %.7 ino.90
3n1%-9"s% 95-a s ''

10L95
<

First a*4s. 2ous . . 62 % 52 % 76 tar.59 90V. 75% 98 %.s4 In2.wn. t s t02%.96
First n%s. 2007 . . . . . 62 52&s 76-58 9u% 75 9sV.-A6 100 %-94.100 */ <.

First 8%s. due 2008 65-54 % 79 %-62 94 % -7s4 100 9s %. ..

First 9%s. due 2008 . . 67V -56 82W-65 es-. .. .. . 99 %-97s4 ;,

First t t n/.s. due *009 . . 79Vs-67 105 %-78 % 96 %-96 %
First 12s. due 2010 . . . 83V -71 105-82

'a. . . .

. . . 3 . .

First IJ%s. due 1991. 97 %-88 % ......

44 % .35 % . . . . . .4J-37 ......49-45 48 %-41 % '3 gd$4 cum. preferred . . . .
, .

Jo%-25% 43 % -29 %
...... ......

56.72 cum. preferred . . 50 %-43 I2 %-49 75-60 ...... 85 %.88 A4 7 8 80,..

I 87.52 cum. prefer ed. . 56 % -48 S t V.-54% 8447% 92 %.92 % 95 % -92 % 91 %-A2f. 92 t ..-. .

|
59.52 cum. preferred . . 7 t %-6 102 %-69 V, 106 % -85 112-107 110 101 4 tun? .t'. ......

98Vs44 v. 1011/3-81 99 99 109 %-108 10s %-998/359.Os curn. pref erred . ,
68%.-54% 87%-59t/. 90V,.80% 100-97 % 99'/.-99Y 1

. .

| 58.12 cum. preferred. . 61 V -523r 72 %
59.04 cum. preferred . . . . 68 % -58 %s 97 % -66

.

101

f ERessdential only, y

.

*

Additional Miscellaneous Ratios and Data (Compiled from. Uniform Statistical Reports):I F.nancial Rauos
,

,
8 Groi.s inc. % long term debt . 30.4 27.9 24.4 23.0 26.4 27.5

2,. . ,

t Marein od safety #/. . . . . . . . . . . . 14.8 15.4 16.3 18.0 21.4 24.2 i
4 8"r of rev. avsdable for common. . 8.8 8.3 8.6 9.4 11.3 12.2 t. *Dividend payout-%. . 61.2 59.7 54.2 54 44 41 ~ %.

l
,
' Ave. annua! yield *7 . 10.4 QS [8.2 C' 7.0 [4.7 6. t

*

*
. ..

Ave. times earnings .. 5.9 ,.l.,6.2 Eo.7 G' 7.6 w7.8 6.8e . .

Miscellaneous
Fuel cost- % of rev. . . . . . . 57.0 36.8 56.1I 52.34 48.4 42 0 r. .

Syvem capacity Kw(000). . I I.76J 88.763 11.193 10.828 10.427 9.791 s i. .
System peak. tsw (000) . 10.540 10.266 9.602 9,362 8.645 8.219 * 2-.

Load f actor 'r . . . . . . . . . . . . 60 62 65 65 64 60 'e
.

that rate t BTU per kwh). 10.222 10.284 10.285 10.22J 10.154 10.042 tou. . ..,

Fuel-ave. cost per rne.f . 2.s9 2.le 1.75 i .JO t.u9 0. A4 ,.

Fuel-ava. cost per bbi. . . . . . . . 18.31 16.6J tl.5J 12.16 13.48 tal4 *..

Fuet-avs. cost per ton (coal) . 42.00
......8.768 7.970 7,252 ......6.500 5.900

.

'
. ...... ...... ...... .

Em ployees . . . . . . . . . . . . . . . . . . 9.317 h. : - '
.

Employees oer 5 8 million rev. . . . . . . . . . . . . J.36 4.1 J 4.68 5.54 6.08 7.0L **
u,,Dased on flouston Industries Incorporated shares outstanding.ZAdjusted for J.for-2 stocle split effective May 26.19s t.

I.ONG. TERM DEST REPLACEMENT 1*UND-Annual expendi. TRUSTCE-Texas Commerce llank N3
ture for replacements, etc. of St.450 000 plus Houston. ?

1. Houston ugnting a Power Co. first 2%s. due 2Va% of net additions to deprectable mort- DENOMINATION-Coupon. St,0no: tu..
*

saged property made after Mar. Jt.1948 and terable as to principal: fully registered. St.i.. *
Outstanding, this series. Dec Jl. togg

$30.000.Dorr. sold privately in Apr'.1950. Pro' prior to July 1 of pucedina year. Requirement and author 6 ed multiples thereof.
ceeds used to refund first mortaage bonds and may be met with cash, bonds gross property CALLAllLL-As a whole or in part nn +

,

,
balane o for construction expendatures. additions, expenditures for repairs etc. or by days' notice at any time to the last stay ni eae t ; g

taking credit for property additions as cert 4* Feb inct., as follows:Dated Apr. B.1950: due Apr. t.1995: interest a g

esas Commerce Bank N.A $"U"R ed 'guallg and rntably ', N | sj ' "'* 'nyable a Ot
a t8 '.. |. |.

Callable as a whole or in part on at least 30 ropYrty now wnNor h r ter" ac" Also ca!!able on take notice as ahnve toe
,

J

'
ge redays published notice at any time to Mar. Jt. quired. except cash, securities not specifically sinking or 6mprovernent fund Iwhich sevL e e y,

1958 at 304.83 premium decreasing annually pledged, materials and supplies, receivables, replacement , fund., or with certain depnetnl ,,
to par after Mar. JR.1984; and for smking contracta. rights and royalties. Mortsage pro, cash, at special prices to the last day of aa.s. ,,

fund on hke notace to Mar. Jt 4934 at 108.tJ. vides for release of property made subject to Feb inct as follows: .
3 rerruum elecrenams annually to par after the mortasse or already subject thereto sanless 1993 . . 800.JJ 1982 . . 800.28 19tj . . . . lo' .

t es4 . . . . . put i s isst . . . . .100 4 2 19n4 . . . . t's"* (.

ta r. J s.19a4* ,.

made the baaia of bonds issued or a credit un.b Security and other provisions name as Js. such property was owned at Oct. Jt.1944. or SINKING OR IMPROVEMENT FUNih
|

,

| I989= b'0"** der the mortgage. Annually, beginnma 1959. in cash or 14ah *e s
J

C 2. Houston Lighting & Power Co, first Se. afue ADDITIONAL BONDS-Of this or other se. ries bonds, or with property addatsons at ede ..
) 1989: ries ranking equally as to hen may be issued equal to 8% of maximum 49A6 sertes bands at i ,

Rating-A 9 ( t ) for 6(yV, of cost or f alt value of net proper * any one time outstanding. less certain 1.pnd* i

f .;
AUTItORIZED-Unhmited: outstanding. ty additions (as defined) (J) for principal of retired. Itequirement may not tse antintwo < 3

1999 series. Dec. J a.19s t. 530.000.000. bonds retired and (J) for cash deposited pro' REPLACEMENT FUND-Same as per hr*' - (
DATliD-Mar. l.1954. vided net earnings are at least twice annual Js due 89M9 I* q

- M ATU R ITV-Mar. l.1949. interest requirements on att bonds outstand * SECURITY, OTilER PROVISIONS 4w
. a

! INTEREST-M&St at office of trustee or ins and to be issued except that no earmnas as for first Ja due 1949 I
1 Morean tiuaranty Trust Co New York. test is requyed tas refund pnor liens and such PURPOSE-Proceeds used to retmy le

. I* F ' d *itCSTEE-Texas Commerce llank N.A., 'n',*,'rtsasN*n'ly as sp[[if$d C r" pan"y i 'ay ac loans: for construction and other sort =>M' a i

DE. .DINATION-Cou n. S t.000 resN 9,",''*g,',",P'df,"$,%'h$'"*o"j.,'7E*g"3$ $f8EllD-(s to.ouo orm at tol.t sj f er" -
7 terable as to prinr6 pal; fulpy resister S t.u o reeds to company tro.604) on Mar. II.19% M o

or authorised mult pies thereof..C&R inter. basis of such pro [bety as provided.EFAL LT-In event of de. Itainey. Stuart 4: Co.. Inc Chitaaro and a""
,

pRIGIITS UPOPe hanecable. fault (60 day arace period for payment of in. ciates. 4'

nd m n " * " "9 "[gY.,*I "g o ds'n tace a ny time thei t a o ach
Fefs. 6ntL. as f oilows:

n a la e n a due n J
8 q P

navahle'TURE MODIFICATION-Inden. Rating-A 1 c. Sg lu2. . lou.f t 19m3 . . 300 6J 1944 . . . . lort$5 INDEN
19 4 . H A 62 19 . Hn 44 69st . . . . . Itsu J B ture may be modified with consent of Fig', of AUT!!ORIZED-Unhmited: outstanal*"* .4
l%AJI . . . . , if as.29 3,34 . . * ,

99 . . . . . l(4s.00 honds. 1947 series. Dec. Jl.194 B. 340.otM).umt ,j tl

.tivs call.ahle on like notice as above for PU R POSF.-Proceeds for construction. DA'1 E D-Nov. l. 8917. *

replacement sund, or with certam deposited ceeds to company t01.529999) on Mar. 2.1954 INTEREST-MacN t at of fice of tru ses "' '('
smainst or improvement f und Iwhich see), o' UFFE R E D-(SJU.uu n.uoo) at 102. t a9 (pro. M ATU RITV-Nov. l.1947. se

n
rash, at special rices to the last day of each by llaisey, btuart 8: Co., Inc Chicaago, and Morgan thaaranty Trust Co.. New Y"r* '' R
l eh.. mtl. as ful sws: masonates. Italeev 8 uart & Lu.. Inc., Chicaso. 'j'

3. Houston ughting & Power Co. first 3%s.asue TR USTEE-Te ons Cummert e flank .V '' *
i | '. me . I. L 3

leet: If ouston. g.- 19sa un Ju two un tu
ulmn si .t w o ry,, |DEN')\llNATION-C"uuy eve.! hlNk!SO OR IMPRDVEMENT FUND- ,taung-A 9

terahl's*a*ne"l aut horiarel multiph e on 5, ,, [8 Pr'"diml; f ssvted.' Annu Ily heumninst 1997. in e ash or 1949 se. AUTl!ORIZED-Unhemted; outstanding. ,,' Sinesa ga
Demo series. Dec.31.8946.po.ono, rims.rws I. m.as or with property additions at rim *.. DATEl>-Mar. I 19 C88 N 8"'* rt henmhte. ejequal to t% of stentest amount of 89s9 series
M ATt' R ITYdar.56.l. tone.. CA1.LAllt.E-As a whute or in g art. "t

a ,a
tends at any one ume outstanding, le== cer. , g*t.un tmnds retsted. Reelvirement may not be INTEREST-MarSI at office of trustee or days' notiae at any time tra Oit. Ji uu g
a nticipated. htorgan Guaranty Trust Co., New York, fo. lows: g,

.

.

___m_ _ - - _ _



p -

. _

,,

S.10 JIGOD1"5 PUBLIC ETTELin' :lANUAL
;; ls. . , ,

g g\ ~m.
fq=rme.ar ,/.um

s.. . \- /' \
-

> 9 .

% ,kmo \, N
,A

-
|'N , ' s.-=Wp';:,. .; \, ""

' ' ' *'"
-coc

g tc,] (.f;l..~ ,(
\ >,

f~h \ ~~ y .
-- q..

\_g
{.61

1 4 \ ,/ . . ;,

!/ L*- ~ V
- ([

'\, Q,. \ t',
,

r* g
--, _. ; 4 w. ,

ri '~ y,._ -

.
,

' m-: t. u,
~ '

\
< - - - - .

~ -- N[ '29.har ! -#cA$,crQ;in,g.-?6+nhj
'

r ~ M , /j \r%"
& -

.
%, h-

,

g. W g
. 7

, :c..>_ , ,_., , ,j x, f. .i ,m.
., .

.. .. . .g.;,W;:=- - ./ .,
.

v %,-

b_. .,,,; s:, _q. -- ..
_.

caem f,.s y;sesw
.N- ~7 ; _ , . c.

, u.

. .. 3.. p~. t 11 . .m
. - . 3

-
.. e-,-.

QN '
u~ .N

_*
.Z.' *:] '. ". ..M.y ~

I v
g;/ .9.....?

: .r> - ---
.

f'
,

4 '
I :

r .c
#.

~~/ ' . , v, _a _ , ,
- , scuo,os. m.,na, -

__.
. ,y . ,

.-.
. .- u 1. ,

.n.: a %. ;M '5 .

d
- ' t

__. G - __ --Q6rd,; .yc.a 2,r1 %Qf, ..:, L - ~g.,.
'

R
g. ,

,

f z} -M, y y '\ M #Ql ' y'
__ doc,, =% / ."'

a s mmrox gen..s
-ss , _.

4~* m.n . , ' , * i
.

f \
.

T '

_

8. . \ f .

C.
-:. - - . . p.

* |N j- - - ,
,

,

6,~ 2 2 = '$| 9 n,N J'. w H, "
corm ,g / ( / r*L py ;;--

; .mizo m coe m ,. . .

.
s ... e oe waaros

/1D gk
W3*\, %dy#./,,f<'i v'y % 'I

'g ,. #"' |
*

! .- ~ o,

%}'| t' '
;e/ / r . . = < , n

i,/'/ \

\
- f /4, ,o - i

t. -: .

N .--

.t- Q -
b ,. ,4-

1

- .,

y *

|
/- .

e',.r.~ y/,/ , M
. . .- , , - ga

-

,,;

's

J.g 4|'/,/,r - . ,.

*g{. ,'
-= ^ = = cac = '

;
,

,

't- t, ,,/ . - .-- ,.f.,.*
. |\. n. u. : , ? * .i .'

' *
t<w. <|

.

] ,|,.,..>**.. 's_ $_ ,*

I
f

h *
. ,

ERVI L'.
;,

' LrIRST b
.o 6
dj3 .$' SYSTEM MAP [

7 HOUSTON LIGHTING f,*
.

'

h- & POWER COMPANY.
- ~

smimms 345 kv lines O Switch Racks*

i TEXA5 - 138 kv lines AGenerating Plants [
69 kv lines Q Substations L

'

l,

(9'| 0
' -

i
1
4

4

'*A *, .

*I* ~l'.'~, 2 q, ,,

'

% ' .~ . . e,e g., M M]j , , h ~ ,, ( ~ ,, 'F ef. . * , Q.. .,~.a e. pe , , . , ,,,,y/, ,



.. s. -

.

'. w

OCT 211931
.

" 3
-g% ,f"YayA y' - pDS

- *-
f

, x . , ra - n o e
,

.h ~~' * d'*-

4p . . . ..

EME -

-

| {
~ [i .

.

%'* %- A 1981 mep ot

~

tr .

*
' ,

'3
- ., 7 | , ;, Nuclear Power Pfants

a i . L .s J in the U.S.
. . .

- ?
(* ?,* } ,* f.

'

i) ;- tg ,..4 ... t .,,

'

t '*! Q * s'

Ya j'
- 4-

, 6 I
e,

A -, ). |m
'

e

''' ! |.,

-) ] | D.I
'

' '

.

.

.

'
.

i
i m -

( f; i A tomic inuustria1 Forum, Inc.,

I
{ . ) 7101 Wisconon Avenue

'

; . r Dethesda. MD 20814e <
w= 7 Telephooo;(301) 654 9260

.*

6

.

,

t =e *



" - .

.

, , -
-

..

- --

.-

.

. .

Net Comm'l k
State and Utility Plant Location MWe Type /Mft. Operation '

SOUTH CAROLINA *
* Carolina Power ai Light Co. H.S. Rotninson 2 Harteville 700 PWR/W 3/71 i

Duke Power Co. Oconee1 Lake Keowee 840 PWR/B&W 7/73 ,"-

a Duke Power Co. . Oconee 2 Lake Keowee 840 PWR/5&W . 9/74 -

J Duke Power Co. Oconee 3 Lake Keewee 840 PWR/5&W 12/74
. Duke Power Co. Catawba 1 (C) York County 1,145 PWR/W 3/84

Duke Power Co. Catawba 2 (C) York County 1,145 PWR/W 9/85 |
Duke Power Co. Cherokee 1 (C) Cherokee County 1.280 PWR/CE i*

Duke Power Co. Cherokee 2 (C) Cherokee County 1.280 PWR/CE *
,

Duke Power Co. Cherokee 3 (C) Cherokee County 1.280 PWR/CE *

South Carohna Electnc & Gas Co. Virgil C. Summer 1 (C) Parr 900 PWR/W 6/82 '

(South Carolina Pubhc Service Authontyl
.

TENNESSEE
Tenneesee Valley Authority Sequoyoh1 Deiey 1.148 PWR/W 7/81*
Tennessee Valley Authonty Sequoyah 2 (C) Daisy 1,148 PWR/W 7/82
Tennessee Valley Authonty Watts Bar 1 (C) Sonng City 1.177 PWR,W 1/84
Tennessee Valley Authonty Watts Bar 2 (C) Sonng City 1.177 PWReW 10/84
Tennessee Valley Authonty Hartsydle A 1 (C) Hartsvdle 1.233 BWR/GE 7/88 t
Tennessee Valley Authonty Hartsydle A-2 (C) Hartswdle 1.233 BWR'GE 4/89 !
TennesseeValley Authonty Hartswdle B-1 (C) Hartswdle 1.233 BWRs GE *

TennesseeValley Authonty Hartsvdle B 2 (C) Hartsville t.233 BWR, GE *

Tennessee Valley Authonty Phipps Bend 1 (C) Surgoinsvale 1,233 BWR GE 2i89
Tennessee Valley Authonty Phipps Bend 2 (C) Surgoinsvdle 1.233 SWR /GE *

Tennessee Valley Authonty Chnch River Breeder Oak Ridge 350 LMFBR/W g/898
(Commonwealth Edison Co , Reactor Plant (0)
U S. Department of Energy)

TEXAS
Houston Lighting & Power Co. Allens Creek 1 (0) Walks 1.200 BWR/GE 0,91

South Tesas Profect South Tesas Prosect 1 (C) Matagorda County 1.250 PWR W 2,84
[ Houston Lighting & Power Co.
toroiect manager). Central Power and
bght Co . City Public Service Board
of San Antonio. City of Austin)

South Tenas Protect South Tenas Prosect 2 (C) Matagorda County 1.250 PWR/W 2/88.

. (Houston bghting & Power Co
* (protect manager). Central Power and

bght Co City Pubhc Service Board
of San Antonio. City of Austini

t
Tewas Utdeties Generating Co. Comanche Peak 1 (C) Somervell County 1,150 PWRcW O.'82 j.

IDallas Power & bgnt Co., Tenas Electnc
Service Co . Tenas Power & bght Co .
Tenas Municipal Power Agency. Brazos -

Elecinc Power Coop ,inc*, *

Ten La ffectnc Coop of Tasas.Inc.]
Te as Utahties Generatmg Co. Comanche Peak 2 (C) Somervell County 1,150 PWR/W . 0 84

(Dallas Power & bght Co, Tenas Electnc
,

Service Co. Tewas Power & bght Ca .
Teaas Municipal Power Agency. Bratos
Electnc Power Coop.,Inc..
Ten La flectnc Coop of Tesas.inc.)

VERMONT
Verment yankee Nuclear Power Corp. Verment Yankee Vernon $14 BWR/GE 11/72

VIRGINIA
vergenia Electr6c and Power Co. Surry 1 Gravel Neck 77$ PWR/W 12/72
Virgema tiectree end rower Co. Surry 2 Gravel Neck 775 PWR/W 5/73
Virgema Electres and Power Co. North Anna 1 Mineral 86S PWft/W 6/78
Virgeme Electrie and Power Co. North Anno 2 Mineral 890 PWR/W 12/00
V,rgaa tiectnc and Power Co North Anna 3 (C) Mmeral 907 PWR8%W ' O 89

%ceived tual-power operating 6 ;.ese 9 18 S3 and is espected to go mto commercial operation 181. t
' Swinect ta resosution of natienes pow / aoate i4

-

O
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!
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1.1KIEAR LIC12tSitC TIll!TUIJS
!!1mD 1985

. ----------
CIAsS 1986-- -- ----

DURATION

E1;T POS APILICAlff CP ISSUE.

CP IOS SItG '10 ISr EACP *10

Fila? STATE !!i ISW E CP ISSIE OEG ATION QMLtT. E EULL IGfER

EcInn."1: 2 AL 1235 12M4 94 43 5/86 137

tract.tXD 2 IL 1120 12/75 82 42 4/86 124

CC.?A 2 SC 1145 8/75 86 48 10/06 134

toi'E CRED; I to 1067 11/74 95 44 6/06 139 .

rint.E 111LL 1 IN 1130 4/78 54 44 5/06 98

!;n:E ttILE Ic!).T 2 hY 10E0 6/74 100 41 3/86 141

SUE.iGK 2 tal 1198 7/76 75 40 2/06 115

Sol.fal TEXAS 1 TX 1250 12/75 82 50 12/86 132

1Ktr.LE 1 CA 1100 6/74 100 47 9/86 147

tiliss 3 la 1242 4/78 54 44 6/06 98

---- --------------- --
T O T A L S ICR 19 86 - - - - - - - - - 22 443 1265---
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EST POS APPLICA!TF CP ISSJE

CP IOS SItrE 10 EST OJtCF 10

IUI.T STATE lli ISSJE CP ISSUE MfItATION (DriELLTE IULL IGER

PDCC 2 01 1205 5/77 65 67 5/88 132 *

5;rK;2 PMRIS 2 tc 915 1/78 57 68 6/88 125

al?.i TLNAS 2 TX 1250 12/75 82 74 12/88 156

m'':II 2 CA 1100 6/74 100 65 3/88 165
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
.

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

i

FOR THE FISCAL YEAR ENDED DECEMBER 31,1980. COMMISSION FILE NO.1-3187H.1

HOUSTON LIGHTING & POWER COMPANY
- (Esact name d registrant as speeded in its charter)

Texas , 74-0094415
(State or other jurudiction d (LR.S. Employer

iDcorporatioO or organseahan) Identscation No.)

77002611 Walker Avenue -

Houston, Texas (Zip Code)'

( Address d prumpel executive oSces)

i

Registrant's telephone number, including area code (713) 228-9211.

Securities registered pursuant to Section 12(b) of the Act:

Nasne d each exchaDse on
Title d each class which resistered

'

5%% Convertible Debentures due 1985 New York Stock Exchange

|j- Securities registered pursuant to Section 12(g) of the Act:

|2 Preferred Stock, cumulative, no par:
: .

$4 Series, $6.72 Series, $7.52 Series, $9.52 Series, $9.08 Series, $8.12 Series and $9.04 Series|

(Title d class);

W

(: Indicate by check mark whether the registrant (1) has filed all reports required to be filed by

|| Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for
such shorter period that the registrant was required to file such reports), and (2) has been subject''

to such filing requirements for the past 90 days. Yes V No ~ .

f As of March 16, 1961, 45,974,649 shares of the registrant's Common Stock, without par value,

|, were. issued and outstanding and privately held, heneScially and of record, by Houston Industries

L Incorporated.

|
The de6nitive proxy statement relating to the 1981 Annual Meeting of Shareholders of Houston

L Industries Incorporated, the registrant's parent, is incorporated by reference in Item 9 and Item 10
|1 of Part IH of this form.
;

!

!
|
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Item L Business.
The Company

Houston Lighting & Power Company (HL&P) is engaged in the generation, transmission, dis-
tribution and sale of electric energy, serving an area of the Texas Gulf Coast Region, estimated at
5,000 square miles, in which are located Houston (the largest city in Texas) and 157 smaller cities,
villages and communities. The address of the Company's principal executive offices is 611 Walker
Avenue, Houston, Texas 77002 (telephone number 713-228-9211).

HL&P is a subsidiary of Houston Industries Incorporated (Houston Industries) which owns all of
HIAP's outstanding common stock. Houston Industries is a holding company as defined in the Public
Utility Holding Company Act, but is exempt from regulation as a " registered" holding company under
that Act except with respect to the acquisition of securities of other public utility companies. 'Ihe
other subsidiaries of Houston Industries are Primary Fuels, Inc. and Utility Fuels, Inc. Primary Fuels
partizipates in joint ventures that engage in oil and gas exploration, development and production
activities offshore Texas and Louisiana and onshore within the continental United States. Such ven-
tures are not presently regarded as potential sources of fuel for HL&P's utility operations. Utility Fuels
provides coal and lignite supply services to HL&P. See " Fuel-Coal and Lignite Supply".

Certain Factors Affecting Electric Utilities
HIAP,in common with electric utilities in general, has experienced problems in a 2 umber of areas,

including difficulty in securing timely rate increases in sufficient amounts to finance its construction
Program and provide an adequate return on common equity, increased cost of fuel, substantial increases
in construction and operating costs, greater reliance on fuels other than natural gas, increased expendi-
tures due to pollution control and environmental considerations, uncertainties and delays respectmg the
licensmg and construction of nuclear and fossil fueled generating units resulting in the need to
purchase power from other electric utility systems, high costs in raising large amounts of capital in
competition with other major users of capital, and an unpredictable rate of growth of energy sales due
to weather, uncertain amaamic conditions and energy conservation measures by customers. As dis-
cussed herein, certain of these problems have had and are expected to have an impact on HL&P's
operations. See " Construction Program", " Peak Loads and Capability" and Item 7, " Management's
Discussion and Analysis of Financial Condition and Results of Operations".

In November 1978, federal energy legislation was enacted wldch was designed to achieve,H
_ through various regulatory provisions, the conservation'of energy and the development and use of'

more plentiful domestic fuels. As discussed herein (see " Fuel- General"), the portion of such National
Energy Act known as the Power Plant and Industrial Fuel Use Act of 1978 imposes restrictions on the,_E

_

:

. use of natural gas or oil as fuel in certain industrial and utility facilities and, if strictly enforced, will
adversely afFeet HL&P and its service area. Other provisions of the National Energy Act provide for3'

the establishment of federal electric rate design standards and federal authority to order interconnec-
tions and wheeling of power under specified circumstances. Because of their complexity and uncertain-

,;

}}, .
ties in their interpretation and implementatio.x, the effect on HL&P of these other provisions cannot,,

|

be yJM.
During 19TI, federal legislation was enacted which provided for regulation of,'among other2

things, construction which 'results in new sources of emission in clean air attainment areas, control
techaalagw for the limitation and removal of plant emissions, and the imposition of penalties for not
complying with air quality control standards commensurate with the amaam3e value of non-
compliance. The implementation of this legislation has significantly increased HL&P's construction

.

costs, will increase its future operating costs and may reduce the rate of industrial expansion in
1 .

HL&P's service area. See " Construction Program" and " Regulatory Matters - Environmental Quality".
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Service Area and Fr==ch8===

HIAP's service area includes major producers of oil, gas, sulphur, re6ned products, chemicals, !
p4- 4==ta=h, steel, oil tools and related manufacturing, processing and servicing activities. It is

'

characterized by a favorable year-round climate and ready access to air, land and water transportation. |

' Electronics, paper, cement, building materials, cotton, rice, cattle, salt, magnesium and other minerals !
are also important products of the service area. |

Expansion of industrial activity in HIAP's service area has been accompanied by a corresponding 1

increase in the construction of industrial structures and complexes and building activity in many
other Selds inabAiag multi-block osce building complexes, apartment buildings, single and multi-
family dwellings, hotels and motels, hospitals and other commercial structures.

HIAP operates in the City of Houston under a franchise which expires in October 20(TI.
Fr==akt- granted by other incorporated municipalities expire in 2007 or in later years.

Construction Program

HIAP has a continuing program of major construction to provide facilities to meet increased
' . ' customer demands and utilize more plentiful domestic fuels. As described below, HIAP recently

*
completed a reassessment of its construction program as a result of substantial increases in cost
estimates and the related disculties it and its parent, Houston Industries, could expect to encounter

,

- in raising large amounts of capital to finance its construction activities. Based on such reassessment,
the program for the three year period 19811983 is currently estimated to cost $2.4 billion, with $691
miluan to be spent in 1981, $759 million to be spent in 1982 and $947 million to be spent in 1983. The

: new three-year program (exclusive of allowance for funds used during construction and payments
for nuclear fuel) consists of the following principal items:

Ameet %
_

Fossil-fueled generating facilities . 8 886,000,000 37
Nuclear. fueled generating facilities . 609,000,000 25
Tranambion facilities . . . 281,000,000 12'

Distribution facilities . . . . . .. . .. . 457,000,000 19
Generalplant facilities . . . . . . 164.000.000 7

Total . . . . . . 42,3Ert,000,000 100.

-

.

: At December 31,1980 HIAP owned and operated generating facilities with an aggregate name-
^

plate capacity of 11,8(rt,502 kilowatts. The 1981-1983 construction program includes expenditures in
F connection with the following major generating projects aggregating 5,450,000 kilowatts of capacity.

j MBees of Debars
: Essendi. Esti-
- uma- a tures maned.

Unit Schedmied Res==a-d Cost.

Casneity IMiervice c=-clas=d perj Plant and r-.a (commty) (gw) yI p te(s) 31,isso C_ast z_w
W. A. Parish No. 8 (Fort Bend) 600,000 - Coal 1983 $147 4 408 $ 000-

.. .

385,000 Nuclear {; South Texas No.1 (Matagorda)(b) ...

See Note (b) below'

South Texas No. 2 (Matagorda)(b) .. 385,000 Nuclear J
'R10,000 Lignite 19871IJmestone No.1 (T1======) . . ... .

'

6 1,000 1,067
750,000 Lignite' 1988[

r J-==,-- No. 2 (f J==mone) . .. . .

'

To be determined No.1(c) .. . 000,000 IJanite 1989)
1 1,870 1,3115600,000 Lignite 1990[To be determined No. 2(c) . . . .. . .

Allens Creek (Austin) . .. ... . . 1,900,000 Nuclear 1991 249 2,000 1,74S

(See notes on foRoscing page)

'

2

, .
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(a) The scheduled in-service date indicates the year the unit is expected to be available to meet peak
a _ .a

(b) %e capacity for each of the South Texas nuclear units represents HIAP's 30.8% share of a 2.5
million kilowatt project which is jointly owned with the Cities of Austin and San Antonio and
Central Power and Light Company. As approved by all participants in the project in late 1979,
the scheduled in-service dates for the two units are 1984 and 1986, respectively, with HIAP's
share of the total estimated completed cost for both units being $832 million or $1,080 per kilowatt.
%ese figures do not give effect to significant developments during 1980 described below under
" Matters Affecting Nuclear Construction'* which are expected to adversely affect the scheduled
in-service dates and completed cost for the project. Through December 31, 1980, HIAP had
spent approximately $450 million on its share of the profect.

*

(c) Selection of a site for these units is dependent upon HL&P's ability to obtain a long-term fuel
supply.

The foregoing amounts do not include estimates of the allowance for funds used during construc-
tion or nuclear fuel expenditures. Through December 31, 1980, HIAP had spent $98 million for
uranium concentrate and nuclear fuel processing services, including $39 million for its share of the
fuel for the South Texas units. It expects to spend $60 million for such purposes during the 1981-
1983 period. Additional nuclear fuel expenditures, which could include substantial sums for long-term
storage of spent nuclear fuel, will be required after 1983. During the 1981-1983 period, Utility Fuels,

L
a subsidiary of Houston Industries which provides coal and lignite supply services to HL&P, expects
to acquire additional railroad cars and coal handling facilities costing $79 million (a portion of;,

'

which is expected to be financed through leveraged lease arrangements) in order to be able to meet
the increased coal delivery requirements of HL&P's W. A. Parish Plant. Utility Fuels expects to
spend an additional $11 million during the same period for transportation equipment and lignite
munng and handling facilities for the Limestone plant.

Actual construction expenditures will vary from the above estimates as a result of numerous
factors, including continuing inflation at an annual rate in excess of 10%, changes in equipment delivery
schedules, construction delays, availability of fuel, environmental protection expenditures, licensing
delays, additional changes in the construction program, legislative changes and changes in customer

|_ demand and business conditions. A significant portion of HL&P's generating facilities in the early"

!' 1990's is scheduled to be natural gas and oil-fired, but enforcement of the federal Fuel Use Act could

:i require HL&P to supplement, convert or replace such generating capacity earlier than presently

P anned.lEl
,

Federal and state action to protect the environment may also materially affect the current esimates,

of future construction expenditures. Expenditures for environmental protection facilities for the five'

years ended December 31,1980 aggregated $104 million, including expenditures of $27 million in 1980.f>
Environmental protection expenditures for 1981-1983 are estimated to be $212 million, of which $60
million is expected to be expended during 1961, $54 million during 1982 and $98 million in 1983.

,

Because of uncertainties suuuuuding the disposal or long-term storage of spent nuclear fuel, fuel costs
associated with the continuing operation of nuclear units could be substantial.

,

Total gross additions to the plant of HIAP during the five years ended December 31, 1980

|
amounted to $2.5 billion and during the same period retirements amounted to $86 million. Gross,

P additions during the period amounted to approximately 55% of total utility plant at December 31,1980.

HIAP's construction program for the 1981 1983 period previously contemplated expenditures
totaling $3.3 billion, with $761 million to be spent in 1981, $1.044 billion to be spent in 1982 and
$1.494 billion to be spent in 1983. The revised program provides for a two-year delay in the com-x
pletion of each of the four lignite units and the Allens Creek nuclear unit with the result that estimated

"

construction expenditures have been reduced by $70 million in 1981, $285 million in 1982 and $547e

million in 1983. Utility Fuels' estimated expenditures in connection with the Limestone units were
.

3'
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reduced by $90 million from the previous estimate of $110 million for the same three-year period.
He delayed in-service dates have also resulted, however, in increases in estimated completed costs of
$150 million for the two Limestone lignite units, $382 million for the two lignite units at the site which
has yet to be determined and $230 million for the Allens Creek nuclear plant. In addition, as discussed
below under " Peak Loads and Capability", the planned delays for bringing these five units into service
will require HIAP to contract for additional quantities of purchased power and to implement additional
load management and conservation measures in order to be able to maintain adequate reserve margins
in the mid and late 1980P .s

'

In the ra===a=== ant of the construction program as previously scheduled, particular attention
,

was given to the need to alleviate the anticipated difficulties of financing the program during periods |
when other major users of capital would also be seeking substantial external funds. Even assuming

'

i

that HIAP could continue to obtain rate relief on a timely basis at a level comparable to that most ;

~
recently granted to it by the Texas Public Utility Commission, approximately 70% to 75% of the
previous 1981-1983 construction budget would have had to be financed from external sources. Prin--
cipally because of these capital requirements, Moody's Investors Service, Inc. lowered its rating of
HIAP's First Mortgage Bonds and Preferred Stock in November 1980 from "Aa" to "A" and from
"aa" to "a", respectively. Such securities continue to be rated " double A" or equivalent by Standard
& Poor's Corporation and Fitch Investor's Service, Inc. Under the revised program, it is expected
that approximately 85% to 70% of the 19811983 budget will still have to be Ananced from external
sources, assuming HIAP can obtain adequate and timely rate relief.

{ Massers Afecting Nuclear Construction. nroughout most of 1980, certain major construction
activities on the South Texas project, principally complex concrete pouring and safety-related welding,r

- were voluntarily suspended pending an evaluation by HIAP (which is the project manager) and the
pnncipal contractor of irregularities in some of the work previously performed. Dunng such suspen-
sion, the Nuclear Regulatory Commission (NRC) found various procedural deficiencies in the project's
quality assurance and quality control programs, fined HIAP $100,000 (the maximum permitted under
applicable law) and ordered HIAP to show cause why safety-related construction activities on the#

project should not be stopped until specified steps have been taken to assure the NRC that the pro-,

grams for quality assurance and quality control meet NRC standards and that the procedural deficien-
cies identified by the NRC have been corrected. In July 1980, HIAP submitted to the NRC detailed
plans for improving the quality assurance program and for correcting such deficiencies. In November
1980 and January 1981, respectively, the NRC authorized full resumption of structural welding and
limited resumption of complex concrete pouring and safety-related pipe welding. HIAP is unable to'

predict when all major construction activities on the project can be fully resumed; however, if such,

activities continue to be limited or curtailed for a protracted period of time, HIAP's earning power,
reliability of service and ability to finance its other construction projects will be adversely affected. In
connection with the application to the NRC for operating licenses for each of the generating units in
the project, it is anticipated that hearings will be conducted during 1981 to consider, among other

- things, whether the Andings by the NRC as to the adequacy of the project's previous quality assurance
and quality control programs affect HIAP's qualifications to become a licensee.

In February 1980, an independent engineering firm recommended that the commercial operation
date of each unit in the South Texas project be extended by six months, that the total size of the work
force on the project be expanded, that multi-shift overtime work programs be utilized, and that
$136 million ($42 mdlion for the account of HIAP) be added to the allowances for contingencies.
Such report was based on the status of the project prior to the suspensions described above.

- The scheduled in-service dates and estimated completed costs set forth in Note (b) to the
w awth table do not reflect the delays expected to be experienced or substantial additional cost
=== dad to be incurred on the basis of the matters discussed in the two precedmg paragraphs. The
extent to which such dates and costs have been affected by these developments must be determined
jointly by all p.14. ts in the project following a comprehensive engineering and Haandal review

4
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which is expected to be completed in mid-1981. The existing construction permits for the two units in
the South Texas project are scheduled to expire in May 1982 and October 1983, respectively. In order
to complete construction of the project, it will be necessary to obtain authorization of the NRC for
extension of such permits.

Completion of construction of the Allens Creek nuclear unit as shown in the table is dependent
upon the issuance of a construction permit by the NRC by mid 1982. Based on current concerns
relating to safety and siting of nuclear power plants and the activities of citizens and environmental
groups that have intervened in opposition to the project, there can be no assurance that such permit
can be obtained.

Finsacing of Construction Program. HIAP proposes to Snance its construction program throughg

_the use of internally generated funds and the proceeds received from the issuance of securities inA=Aiag,
on an interim basis, short-term debt. Except for $125 million of 13%% First Mortgage Bonds due

,

February 1,1991 which were sold by HLAP in February 1931 and 3,000,000 shares of C-man Stock
,.

sold by Houston Industries in March 1981 (resulting in total net proceeds of approximately $196 mil-i

lion), the types, amounts and time of issuance of such securities have not yet been determined. HIAP's
F ability to provide internally generated funds for, and thereby continue with, its presently proposed

construction program will be dependent upon its ability to obtain adequate and timely rate relief.
See" Regulatory Matters - Rates and Services".

Peak Loads and CapabGity
The following table sets forth information with respect to the installed net capability of HIAP:

at the time of peak demand, the net maximum hourly demand on the system (excluding A- ad
which is interruptible), and the reserve margin at the time of its system net manmum hourly
A = anA:

!' Not Mmehmum Hourly Demand

InstaBed % Imereses
- Net CapabGity Over Esserve

Year (Messweets) Date Messweets Friar Year Marsta (%)

9,810 August 9 8,019 10.6 22.31976 . . .. ..
'

.

10,170 July 25 8,445 5.3 20.41977 . . . .. . . ....
.

1978 10,828 July 18 9,114 7.9 18.8
. ... . .. .

11,193 August 2 9,336 2.4 19.91 1979 .. . .. .. ..

a 1980 .. 11,763 August 22 10,266 10.0 14.6
... . .... .

0
F; The net capability and reserve margins presented above do not reHect additional arm capability

) available through interconnections with other utility systems. Although historically such interconneo-
tions were maintained principally for the pmpose of meeting emergency conditions, they are now also''

used for HIAP's supplemental power needs discussed below. The substantial increase in peak d===d
in 1980 over 1979 reHects the record high temperatures experienced in the HIAP service area in 1980.

as compared to the relatively mild summer of 1979.

_ In conjunction with its decision to extend the scheduled in-service dat-s for the four lignite units
b, and the Allens Creek nuclear plant (see " Construction "K,, -" above), HIAP is actively pursuing

[ comprehensive load management measures. A program to reduce system voltage during periods of

f emergencies is under . development and rate studies designed to encourage industrial customers to

j reduce their demands during periods of peak system loads are being conducted.
o

j It is presently estimated that HIAP's compound growth rate in peak demand for the Sve-year

!} period 1981-1985 will be approximately 3% to 4%.. The current estimate is derived from a continuing
l survey of industrial customers which reHects expectations for power consumption, === ment of the

5
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effect of additional residential customers on peak demands, the prospect of more intensive energy
conservation measures by all classes of customers, and assumptions as to the effectiveness of the load4

management program dim =ad above. HIAP has contracted with the City of Austin, Texas to
purchase up to 800 megawatts of Austin's generating capacity through 1967. HIAP has also con-

'

tracted with the City Public Service Board of San Antonio to purchase varying amounts of capacity
: during the years 1982 through 1987, ranging from 200 to 500 megawatts. Performance of these
"

. contracts is subject to, among other things, fuel limitations that may be IW on Austin, San
Antonio or their fuel suppliers. In the event of fuel limitations, HIAP will be entitled to arrangej for delivery of natural gas from its own suppliers to Austin or San Antonio for use in providing

'

such capacity. The terms of the contracts include fixed capacity charges for each year and variable
c charges for fuel and operation and maintena ice expenses. HIAP expects to recover all fuel charges and

7;
a substantial portion of the operation and maintenance expenses through its fuel adjustment clauses.
Capacity charges associated with 500 megawatts of the Austin contract are presently recoverable
through base rates. Recovery of additional capacity charges will be requested in future rate proceed-

j ings.

Io Assuming it is able to purchase the supplemental capacity it has contracted for from Austin and
[ San Antonio, HIAP expects to =. tnt.ta a minimum reserve margm of at least 15% in excess of its
L current estimate of peak. load requirements through 1985. Up to 300 megawatts of additional sup-
[. plemental capacity'in 1986 and up to 500 megawatts in 1988 and 1989 will be required in order toj maintain a reserve margin at or above 15% subsequent to 1985. No assurances can be given thatj additional power purchase contracts can be obtained or that, if obtained, they will be upon terms
h favorable to HIAP.

4

i Fuel
1 General. Approximately 82% of HIAP's generating fuel requirements during 1980 was met with
i natural gas,17% was met with coal and the balance was met with oil. Prior to 1979 substantially all of

such requirements were met with natural gas. HIAP currently expects its future use of gas, oil, coal

h,
and lignite, and nuclear fuel in its own generating units to be in the following relative proportions:

% of Generating * ._"
|, 1981 1998 1983 1995 1999
!- Gas . .. . 83 % 75 % 76 % 72 % 55 %

Oil . . . . . . . . . . . . . I 8 1 1 1,

i.-
Coal and lignite 16 17 23 24 38. ..

Nuclear - - - 3 6. .. . ..

g Total . 100 % 100 % 100 % 100 % 100 %. . ..

h HIAP's actual fuel mir in future years could vary substantially from the percentages shown in the
L. table. Such percentages are based upon numerous estimates and assumptions relating to, among

other things, environmental protection requirements, load growth, the cost and availability of fuels,
L and scheduled in-service dates of its planned generating facilities. The percentages for 1990 are
4 . further based upon the assumption that the Power Plant and Industrial Fuel Use Act of 1978, which

generally prohibits the use of oil or gas as a fuel for electric generation beginning in 1990, will
be amended to allow the use of natural gas in existing generating units throughout their useful lives.

? If such Act is not so amended, it will have a material adverse effect upon HIAP and its service area.

L NaturalCes Supply. HL&P purchases natural gas from Exxon Company, U.S.A. (Exxon) and
'

United Texas Transmission Company (United) under three separate long-term contracts. The Exxon
contract expires after delivery of a speciSed quantity of gas, but in no event later than December 31,
1996. The two contracts with United provide for delivery of a speciSed quantity of gas through 1989.
Approximately 80% of the natural gas requirements presently contemplated throug : 1989 and 25%t

for 1990 are expected to be met through these two suppliers. HIAP is currently negotiating for
additional natural gas supplies to meet its remaining natural gas requirements. Should HIAP be

|

t 6
|
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unable to contract for additional natural gas supplies through 1989, it has sufBelent quantities of oil*

under contract to meet its remaining fuel requirements with respect to units which are normally
gas-Bred.

Gas deliveries by Exxon are being made from its reserves which have been dedicated to meet
the requirements of HL&P during the term of the Exxon contract, while deliveries by United consist
principally of gas purchased from unafBliated suppliers. Under the priorities contained in a gas
curtailment program approved by the Railroad Commission, deliveries by jurisdictional suppliers to

;

customers such as HL&P must be curtailed before any curtailment of deliveries to other contract

{
customers, exclusive of those served on an interruptible basis.

^3_
All of the natural gas being delivered to HIAP is intrastate gas. The Natural Gas Policy Act of

lirl8 has not adversely affected HL&P's supply of natural gas. HL&P cannot accurately predict the
efFeet such Act may have on its future supply of natural gas. It appears that the phased price de--

control provisions of such Act have increased and will continue to increase the cost of natural gas'

j to HIAP.
OGSupply. As indicated above, HL&P expects to rely on oil in meeting a portion of its future

generating fuel requirements. HL&P has storage facilities for 6,700,000 barrels of oil and has-

installed a pipeline system linkmg most of its major power plants to provide for distribution of:,

oil to those units capable of using oil. There is sufBeient oil presently on hand to permit the exclusive
use of oil for 17 days in those units that are capable of burning oil on a continuous basis. HL&P has a
contract with Exxon under which it is entitled to purchase sufBeient quantities of oil to satisfye

substantially all of its presently anticipated oil requirements through 1989. However, the contract may
be re-opened once at any time at the election of either party and if agreement on new terms cannot be
reached after such a re-opening, the contract' may be cancelled at the election of either party. The*

contract is also subject to re-negotiation and cancellation in the event of material changes in existing
laws and regulations affecting fuel oil. The contract provides for deliveries of oil having a madmum
sulphur content which is less than that permitted under current air quality standards for oil-burning
generating units. Deliveries are made through an Exxon pipeline from its Baytown, Texas reHnery
directly to HL&P's oil pipeline 8=he

If oilinstead of gas were to be burned in all of HL&P's units capable of continuous use of either
|

fuel, such equipment's generating capacity would be reduced by 3E In addition, it is anticipated
,

that increased costs will be incurred for repair and maintenance, as well as for operation in a manner
that insures compliance with applicable air quality control requirements, when oil instead of gas is

0 used as boiler fuel. See " Regulatory Matters-Environmental Quality" below.

h CoalmedLignite Supply. It is estimated that the three coal-Bred generating units now in opera-
tion at HL&P's W. A. Parish plant and the additional coal-fired unit being constructed at that location
(see '' Construction Program") will require an aggregate of 200 million tons of low-sulphur Western
coal for the Srst 25 years of operation of each unit. The actual amount of coal used will depend on,

| among other things, its heat content. Coal supply services for the W. A. Parish plant are being
l provided by Utility Fuels, another subsidiary of Houston Industries. Utility Fuels is presently pur-

chasing Wyommg coal from Kerr-McGee Coal Corporation (Kerr-McGee) and Montana coal from
Spring Creek Coal Company (Spring Creek), under long-term coal supply contracts. Substantiallyg
all of the coal requirements of HL&P's W. A. Parish coal units are expected to be met under such"

b contrac'.s, which provide for deliveries of coal having a relatively low sulphur content. See " Regulatory

b Matters-Environmental Quality" The cost of the coal under both agreements is governed by
H formulas containing various escalation provisions relating to changes in specified costs and cost
p indices. A major component of the delivered cost is the railroad charge for transporting the coal from-

F surface mines in Wyoming and Montana operated by Kerr-McGee and Spring Creek. Such mines

[ are 1,700 railroad miles from Houston. The Interstate Commerce Commission (ICC) currently

L authorizes a radroad charge for the Wyoming coal of $21.70 per ton and Montana coal of $22.73 per

|>
ton in contrast to the cost per ton of coal which is approximately half the cost of such rail charges.

L

| 7
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In August IW9, HL&P acquired lignite leases located in the Texas counties of Limestone, Leon
and Freestone, and Utility Fuels contracted with Northwestern Resources Co. (NWR) for an addi-
tional supply of lignite located in the same counties. The estimated recoverable lignite represented
by HIAP's leases and those dedicated under the NWR contract are expected to meet 65% to 75%
of the total fuel requirements of the Limestone Electric Generating Station. Total fuel requirements
for the Erst 30 years of operation are 240 million tons of lignite. NWR and Utility Fuels are currently
negotiating for additional lignite reserves needed to meet the remaining fuel requirements of the plant.

>

Additior.al long-term commitments for coal and for lignite are being sought. Federal legislation
enacted in IM7 relating to surface mining and mine safety could adversely afect the availability of coal'.
and lignite under any future contracts. He legislation has not afected, and is not expected to afect,
the availability of coal presently under contract, but has resulted in increases in cost. The operating
and maintenance expenses for coal and lignite-Bred units are substantially higher than those for HIAP's-

gas-Bred units.,

J Nuclear FuelSupply. Generally, the supply of fuel for nuclear generating facilities involves the
C acquisition of uranium concentrate, its conversion to uranium hexaHuoride, enrichment of gaseous
L uranium hexaGuoride, and fabrication of nuclear fuel assemblies. Following use of the nuclear fuel

h assemblies, they must either be disposed of or shipped and reprocessed for reuse.

h Westinghouse Electric Corporation has contracted to provide the South Texas nuclear units with
E up to 9,377,000 pounds of uranium concentrate which, together with a mmimum of 5,600,000 pounds
h to be provided by another supplier, is expected to satisfy the fuel requirements for the Brst 14 years of
j operation of each unit. Westinghouse has also contracted to furnish fuel fabrication services for the

initial core and 16 years of reloads for each unit, certain additional services and equipment, and addi-,

tional concentrate subject to the development of additional uranium reserves. Contracts with Westing-4

house and others provide for conversion services for the South Texas units through 1988 and for.

3 enrichment services for a period of up to 30 years.

O Contracts have been concluded for HL&P's proposed Allens Creek nuclear plant which provide for
| uranium concentrate in sufBeient quantities to supply the initial core, for conversion services for the-

- initial core, for enrichment services for a period of up to 30 years, and for fabrication of the nuclear fuel
6 assemblies to be used in the initial core and one year of fuel reloads. HL&P is currently seeking other

long-term arrangements for uranium concentrate and for additional nuclear fuel components and

{ services that will be required for the Allens Creek facility.

j As part of current federal energy policy,.repim.e 6g of spent nuclear fuel has been indennitely
deferred. If the fuel discharged from the South Texas and Allens Creek units cannot be reprocessed,,

it must eventually be placed into long. term of-site storage. He South Texas and Allens Creek plants
. will have on-site storage facilities with the capacity to store approxunately ten years of spent fuel

discharged from each unit. HIAP cannot predict the extent to which the inde6 nite deferral of,

reprocessmg willincrease the cost of and deman i for uranium concentrate.

Case of Fuel %e cost of fuel to HIAP has increased substantially over the past three years.
See " Operating Statistics" and Item 8, " Financial Statements and Supplementary Data". %e unit

,

cost of coal includes the actual cost of the coal delivered to the boiler as well as a carrying charge
,

for inventory and the use of related facilities. HL&P is unable to accurately estimate its future cost of
fuel, but expects that it will continue to increase. Substantially all of the increases in costs for fuel are
presently covered by fuel adjustment clauses contained in HL&P's rate tarifs. However, recent rate
orders have limited the recovery of a portion of the aarrying charge referred to above with respect to

I coal. -

h Begulatory Matters

Basse and Serdces. Prior to IW6, HIAP's general rate levels were based on ordinances of the City
of Houston and the other incorporated municipalities in HIAP's service area. In September 1976,*

pursuant to the Texas Public Utility Regulatory Act passed in June 1975, the Public Utility Commis-

8
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sion of Texas (Utility Ce==61on) assumed original jurisdiction over electric rates and services in:

. unincorporated areas of the State (which accounted for 46% of HL&P's operating revenues and 53%'

of KWH sales for the twelve months ended December 31,1980) and appellate jurisdiction over electric -

,
rates and services within incorporated municipalities.

In November 1978, following HL&P's request for a rate increase of 12.6% for an adjusted test
year ended March 31, 1978, the Utility Commission granted an increase of 7%. In January 1980,
following HL&P's request in July 1979 for a rate increase of $179 million or 10.5% for an adjusted
test year ended March 31,1979, the Utility Commission issued an order granting HL&P an increase

'

of $82 million or 4.9%. In the January 1980 order, the Utility Commission included $454 million or
80% of construction work in progress and nuclear fuel in process in HL&P's rate base, while only
$179 million or 40% of such items was included in the rate base in the Utility Commission's 1978*

order. HL&P requested inclusion of 100% of these items for both test years.,

On September 15,1980, the Utility Commission granted an increase of $135 million or 6.3% for
an adjusted test year ended March 31,1980. HL&P had requested $214 million which represented a

0 10% increase. %e Baal order issued by the Utility Commission was based upon a settlement agree-
ment entered into by HL&P, the Utility Commission and the major intervenors in the case. %e anala

3 order provided for the inclusion of $677 million or 72% of construction work in progress and nuclear
j fuel in process in rate base and granted a 15.8% return on common equity. The Company had
4 requested 85% of construction work in progress and nuclear fuel in process in the rate base.

'

I HL&P's actual returns on common equity have been somewhat lower than those granted in the
.

Utility Commission's rate orders. See Item 7, " Management's Discussion and Analysis of Financial
[ Condition and Results of Operations."

h The City of Houston and certain other incorporated municipalities within HL&P's service area
b attempted to grant rate increases which were lower than the increases authorized by the Utility Com-

L mission. Following appeals from the municipal rate orders, the Utility Commission permitted HIAP,
P pending final disposition of such appeals, to set rates in the incorporated areas on an interim basis at

the same level permitted for unincorporated areas. HL&P expects to seek another general rate increase,

prior to the end of 1981 and may be required to seek general rate relief in the future on a more'
.

frequent basis.
4
[ EnodronmentalQuality. HL&P is subject to regulation with respect to air and water quality, solid
i waste disposal and other environmental matters by various federal, state and local authorities. Envi-

il- ronmental regulations continue to evolve as a result of regulatory response to new legislation, adminis-
9: trative actions, and judicial review and interpretation. As a result, the precise effect of existing and
ji potential regulations upon existing and proposed facilities and operations cannot presently be deter-
j mined. However, developments in these and other areas of regulation have in the past required HL&P
|* to modify, supplement or replace equipment and facilities and may in the future delay or impede con-
p struction and operation of new facilities at costs which could be substantial.

The Texas Air Control Board (Air Board) has jurisdiction and enforcement power to ddumine'

~

the level of air contaminants emitted in the State of Texas. HIAP is of the opinion that its generating

[ facilities currently in operation are in compliance with the Texas Clean Air Act and with the current

b rules and regulations adopted thereunder by the Air Board. HIAP is also of the opinion that units
5 under construction will, when operational, comply with the current requirements of the Texas Clean

b Air Act and the Federal Clean Air Act as amended. The standards established by the Texas Clean
Q Air Act and the rules of the Air Board are subject to modiacation by standards promulgated by the
j federal Environmental Protection Agency (EPA). Although HL&P believes that its existing facilities
;. and the facilities under construction will comply or can be modiSed to comply with such standards,
J there can be no assurance that such will be the case without substantial expense. A substantial por-

tion of the cost to be incurred in constructing the W. A. Parish No. 8 unit and the four planned lignite *y

[ - Bred generating units (see " Construction Program *) is the cost of scrubbers to control emissions of
sulphur dioxide and other pollutants. As a result of EPA new-source performance standards and'
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I restrictions on detedoration of air quality applicable to HL&P's service area, the rate of future growth |

in kilowatt hour sales to industrial customers may be lower than in the past. See " Operating Statistics."

The Texas Department of Water Resources (TDWR) has jurisdiction over all water discharges.

in the State of Texas and is empowered to set water quality standards and issue permits required for
,,

water discharges which might affect the quality of Texas water. The EPA is authorized to set such
standards and issue permits in respect of discharges into navigable streams. HL&P has obtained

[ permits from both the TDWR and the EPA for all of its generating facilities currently in operation
i- which require such permits. Applications for permits with respect to the facilities included in H1AP's
'

construction program are being submitted as required.

t HL&P is also subject to regulation by the TDWR and the EPA with respect to the handling and
disposal of solid waste generated on-site. In 1980 the EPA promulgated a number of regulations

| under the Resource Conservation and Recovery Act to protect human health and the environment
C from the improper management of hazardous waste. Applications for hazardous waste permits have

been submitted by HL&P for each generating station and other facilities..

; Nasclear Licensing. HIAP is subject to licensing and regulation by the Nuclear Regulatory Com-
p mission (NRC) with respect to environmental, public health and safety aspects of the construction and

operation of nuclear power plants. In its capacity as manager of the South Texas nuclear project, HL&P,

.; is constructing two nuclear generating units pursuant to construction permits issued by the NRC in
December IW5. HIAP has submitted an application for an operating license for both South Texas
units. In connection with such application, hearings are expected to be conducted in 1981 to consider,
among other things, whether the findings by the NRC as to the adequacy of the project's quality
as::urance and quality control programs affect HIAP's qualifications to become a ?fcensee. An operating
license is not issuable by the NRC until construction is substantially complete.r

| An apalica% for a construction permit for the Allen Creek unit is pending before the NRC.
'

Hearings in connection with the environmental aspects of such construction permit cx>mmenced in
January 1961 and are expected to be completed by mid-1981. See " Construction Program".

F Esecutive OdBeers
'

. O Scor Busiasse E; * - IFT61980
Names. ,g Simee(1) Pach==( s) Teruns

"
D. D. Jordan 48 1971- President and Chief Executive OfBeer and 1977-.

9 and Director (2)(3)
Q President and Director 1976 1977

C. W. Opera, Jr. 54 IW1 Executive Vice President and Director (3) 1976-

r J. D. Cowart . 55 IW5 Group Vice President- Administrative 1978-.

r.
Vice President- Administrative 1976-1M8

j, H. R. Dean 54 1986 Group Vice President - Accounting and 1978-...
'

Finance and Director (3)
Grous Vice President and Comptroller IM7-1978

j and1Nrector
Group Viu President and Comptroller ' 1976-1M7

K. R. Hinckley ... . 59 .1972 Group Vice Preddent - Corporate Planning 1980-
and Developmen:

'

Group Vice President- External Relations 1977-1980
Group Vice President 1976-1977

'
(Continued on following page)
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OEcer Business Esperience 1976-1980 -

. Name g Since(1) Position (s) Terms ,

A. R. Beavers . 57 IW8 Vice President - Purchasing and Services 1978-

General Manager - Purchasing and Stores 1976-1W8

R.1. Evans, Jr. 65 1971 Vice President- Energy Supply 1980-
.

Vice President - Operations 1976-1980

J. H. Goldberg . 49 1980(4) Vice President - Nuclear Engineering 1980-
..

and Construction-

Vice President & Deputy Director of IW7-1980
Construction - Stone & Webster
Engineering Corp.

Chief Engineer for Engineering Mechanics - IW6
Stone & Webster Engineering Corp.'

R. M. McCuistion 64 1971 Vice President- Power System 1980-
,

1 Development
Vice President - Engineering 1976-1980'

C. L. McNeese 67 IW5 Vice President and Assistant to the President 1980-

Vice President - Federal Relations 1978-1980

:. - Vice President-Public Affairs 1976-1978

. D. E. Simmons 55 1972 Vice President- Engineering and 1980-

Transmission and Distribution
Vice President - Corporate Planning 1W6-1980

D. D. Sykora . . 50 IW7 Vice President - Customer and 1980-

Public Relations
Vice President - Customer Relations 1978-1980

Vice President - Commercial 1977-1978~;

General Manager- Marketing 19761W7

E. A. Turner 53 1978 Vice President - Power Plant Engineering 1980-'

.

and Construction-Fossil Projects
Vice President - Power Plant Construction 1W8-1980

.

! and Technical Services
I General Manager-Transmission 1976-1978
,-

and Distribution

] General Manager- Power Plant 1976

Engineering and Construction

J. R. Johnston 57 1979 Secretary and Treasurer 1979-
F Assistant Secretary and Assistant Treasurer IW6-1W9

R. S. Letbetter . 32 IW8 Comptroller 1W8-
Assistant Comptroller 1977-1978

j-
Assistant Secretary and Assistant Treasurer 1976-1977-

~

(1) Executive oEcers were elected April 23,1980 to serve for one year and until their successors are
duly elected and quali6ed.

(2) Member of the Executive Committee.

(3) Member of the Finance Comminee.

(4) ElectedSeptember22,1980.
4
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Operating Statistics
* Year Ended December 31,

1978 1979 1900.

Electric Energy Generated and Purchased (Mkwh):
Generated-Net Station Output 53,101,474 54,678,417 57,228,126
Purchased . . . 222,670 377,387 720,293

,
Total 53,324,144 55,055,804 57,948,419. .

Company Use, Lost and Unaccounted for . . . 2,857,928 2,512,650 2,951,893.

Other 190,449 182,651 192,907.. . . .
.

Energy Sold 50,275,767 52,300,503 54,803,619..

Electric Sales (Mkwh):
Residential 10,956,914 11,M8,887 12,566,097. . . .

Commercial 8,568,636 8,813,791 9.324,496.

Industrial 27,808,895 29,309,384 29,672,733.,

' Street Lighting-Government and Municipal 103,049 106,848 91,3M'

Total 47,437,494 49,308,910 51,654,633... . .

Other Electric Utilities 2.838,273 3,051,593 3,148,986

Total 50,275,767 52,300,503 54,803,619

. Number of Customers (End of Period):
Residential 778,850 849,319 909,016q .

Commercial 111,050 117,324 124,2984

Industrial 1,522 1,572 1,633. ..

Street Lighting-Government and Municipal 81 70 70.

Total . . 891,503 968,285 1,035,017,

Other Electric Utilities 6 6 6

Total 891,509 968,291 1,035,023
,

, Operating Revenue (Thousands of Dollars):
Residential $ 367,730 $ 453,354 4 628,599
Commercial 274,081 350,000 436,360-

Industrial 593,251 790,715 951,546. .

. Street Lighting-Covernment and Municipal . 3,608 6,634 9,257
'

Other Electric Utilities 57,359 78.898 98,353.

i Total . . . 1,296,029 1,679,601 2,124,115

Miscellaneous Electric Revenues 7,575 27,971 (158). .

- Total $1,303,604 $1.707,572 $2,123,957. . .. .

,' Installed Generating Capacity (Kw) (End of Feriod) 11,056,353 11,056,353 11,607,502
Costs of Fuel (Cents per Million Btu):

.. . . .. .. . . . . . 124.3 166.3 205.5Gas . .c,

Oil 196.9 187.0 270.1... .. . . .. . . .

Coal . . . . . . .. 208.7 218.1 204.5
Average 126.2 171.0 205.9'

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

4

.

12
.

L . , .



._ - __ _ _ . . . .. - _ _ _ _ __ _ . _ . _ _ __

-

.

5

1-

|, Item 2. Properdes.

: All of the electric generating stations and all other operating property of HL&P are located in
the State of Texas. HL&P considers this property to be well maintained and in good operating

.
condition.

;
'

Electric Generating Stations. HL&P has eleven electric generating stations (79 generating units)

i. with an installed capacity of 11,607,502 Kw.

; Substations. As of December 31, 1980, HL&P owned 186 major substations having a total
installed rated transformer capacity of 45,219,234 Kva (exclusive of spare transformers).

'

Electric Lines. As of Decernber 31,1980, HL&P operated 23,566 miles of transmission and distri-
4

[ bution lines, including 1,440 miles operated at 138,000 volts and 302 miles operated at 345,000 volts.
"

General Properties. HL&P own various properties which include a 27-story headquarters calce -"

. building, division oGices, service centers and other facilities used for general purposes.

D Titles. 'Ihe electric generating plants and other important units of property of HL&P are situated
on lands owned in fee by HL&P. Transmission lines and listribution systems have been constructed,

in part on or across privately owned land pursuant to easements or on streets and highways anda
; across waterways pursuant to authority granted by municipal and county permits and by permits

issued by state and federal governmental authorities. Under the laws of the State of Texas, HL&P
has the right of eminent domain, whereby it may secure or perfect rights-of-way over private property,u

'

if necessary.

The major properties of HL&P are subject to tiens securing their long-term debt and titles to
some of their properties are subject to minor encumbrances and defects, none of which impair the use

~ f the property in the operation of its business.o
'

See Item 1, "Bneina==*.

Item 3. LegalProceedings.
ConL...y With Central and South West Corporation

In January 1976, the Securities and Exchange Commission (SEC) initiated proceedings under
.

the Public Utility Holding Company Act for purposes of considering whether Central and South Westj'
Corporation (CSW), a registered holding company, is or can become a single integrated and coordi-'

nated system as required by that Act. CSW's principal operating subsidiaries are Central Power and.

_H
Light Company (CPL), West Texas Utilities Company (WTU), Public Service Company of Olda.
homa and Southwestern Electric Power Company. CPL is a participant with HL&P in the South Texas'

nuclear project. See Item I, " Business-Construction Program *. CPL and WTU, as members of the>

Electric Reliability Council of Texas (ERCOT), have historically conducted their respective utility'

~ operations in a ==nner so that, whenever interconnected directly or indirectly with HL&P and other t

ERC(Tr members, they would not transmit electric energy across any state lines. In the prMa==-

,| before the SEC, CSW submitted various proposals regarding the future operations of its system,

E _ including proposals that would require HL&P and other members of ERCOT to become intercon-
nected directly or indirectly, with CSW's non-Texas subsidiaries. HL&P opposed CSW's synchronousi;

; ina+-----: Mon proposals, because, in its judgment, their implementation would have a substantial
detrimental effect on HL&P's cost of operation and reliability of service. In addition, participation byh

', HL&P in a synchronous interstate interconnection could subject it to regulation under the Federal
Power Act. As a result of such opposition, CSW has attempted to compel HL&P and other ERCOT
members to become interconnected with its non-Texas subsidiaries by initiating proceedings in the
federal courts, the Federal Energy Regulatory Commission and the NRC. "wdings have also been
conducted by the Texas Utility Commission which ruled in May 1777 that, pending the outcome of the
federal regulatory'and judicial proceedings on this matter, the Texas interconnected system (in which
HL&P, CPL, WTU and others are participants) must continue to operate on an intrastate basis.

13
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In June 1980, HL&P reached an agreement with CSW which calls for the settlement of all out-
standing controversies concerning the question of whether ERCOT should be interconnected.with
CSW*s non-Texas subsidianies. The agreement provides for the construction of two direct current

- non.synchmnous interconnections between utilities in Texas and in neighboring states through con-

^
struction of a 200. megawatt interconnection in north Texas and a 500-megawatt interconnection in
south Texas. HIAP would construct and own 200 megawatts of the south Texas interconnection and
the CSW subsidiades would construct and own all of the north Texas intermaMon and 300 mega-'

watts of the south Texas interconnection. Although HIAP would be required to wheel, transmit, sell,
y coordic. ate, comingle and exchange electric power to, from or within the State of Texas over such

interconnections, the system is not expected to materially affect the cost of HIAP's mnstruction.

program or its service reliability because of the non. synchronous, direct current mode of operation.
Implementation of the settlement agreement is subject to numerous conditions, including the condi-
tion that it be approved by the Federal Energy Regulatory Commission (FERC) pursuant to those
pronsions of the Federal Power Act (as a*nended in 1978 by the Public Utility Regulatory Policies Act)
which would not require HIAP to become regulated as a "public utility". Implementation is also sub-
ject to the approval of other federal and state agencies. No prediction can be made as to whether such
approvals can be obtained. In December 1980, the FERC granted a motion of the U.S. Department
of Justice to intervene in the settlement proceedmgs. Such motion generally opposes the proposed
settlement. Whether or not the requisite approvals of the settlement proposal are obtained, HIAP
intends to continue to oppose any attempts to force it to participate on a synchronous basis in an
interconnected system that includes CSW's non-Texas subsidiaries.

Item 4. Security Osener:Mp of Certain Bene #cial Oscners and Management.

' All of HIAP's Common Stock is owned by Houston Industries Incorporated. As of March 16,
1981, no person or group (as that term is used in Section 13(d)(3) of the Securities Exchange Act of
1934) owned more than five percent of HIAP's or its parent's equity securities. OEcers and Directors<

of HIAP as a group beneficially owned less than % of 1% of Preferred Stock of HIAP as of such date.

The following table sets forth as of March 16, 1981, the number of shares of Common Stock of
Houston Industries beneficially owned by (i) each director and (ii) all directors and oEcers as a group
and the percent of the class of Common Stock so owned.

Shares of c- Peresat
Stock Bensacially of

! Owned Class (1)
o

Searcy Bracewell . . 1,000 *
. .

*Wm. R. Brown . . . . 1,743- .. . ..

4,328 .01%H. R. Dean . .. . . . .

John C. Echols . . . .. . ..
*'*

1,000
*Howard W. Horne 450.. . .... ... .

.. . .. . . 6,647 .01%D. D. Jordan
*; Thomas B. McDade . 2,000.... . ... ... .. ..

G. W. Oprea, Jr. 5,126 .01%. . . .. .

*Stewart Orton 100.... . ..
.

*
1 Willard E. Walbridge -250. . . ..

Joe C. Wessendorff 9,454 .02%... . . .

54,174 .12%Directors and o8icers as a group .. .... . ..

(1) Percentages are rounded to the nearest one. hundredth of one percent. Asterisk indicates that the
percentage is less than $.01%..

I
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Item 5. Market for the Registrant's Common Stock and Related Security Holder Matters.

} All of HIAP's Common Stock is privately held, beneScially and of record, by its parent, Houston
Industries Incorporated.

Item 6. SelectedFinancialData.

f % following table sets forth selected Snancial data with respect to HL&P's Snancial condition
+ and results of operations and should be read in conjunction with the Financial Statements and the
i

,

related notes included elsewhere herein.

) (h-I of dollars,emoset per share amounts)
; Year Ended December 31,
'

1976 1977 1978 1979 1900

i Revenues . . $ 841,616 $1,069,786 $1,303,604 $1,707,572 $2,123,957.. .

Income after Preferred,

Dividends $ 102,794 $ 120,413 $ 122,049 $ 145,950 $ 177,314.. ..
.

AFUDC as a % of Income
after Preferred Dividends 16 % 20 % 24 % 29 % 24 %.

Return on average common<

equity . . . 14.7 % 14.4 % 12.7 % 13.1 % 13.4 %'

At year.end:
Total Assets $2,264,064 $2,668,263 $3,140,829 $3,596,982 $4,151,309. .

Long-term debt $ 988,000 $1,113,000 $1,354,926 $1,482,200 $1,567,200.

Capitalization:
Common stock equity 40 % 40 % 39 % 41 % 45 %
Cumulative preferred stock 9 10 8 8 7
Long-term debt . 51 50 53 51 48.

L
'

Total Capitalization . 100 % 100 % 100 % 100 % 100 %.

! ?

q Construction expenditures
[, (excl. AFUDC) $ 309,775 $ 441,566 $ 462,439 $ 508,372 $ 636,656. .......

p Percent of construction expendi-
h tures Snanced internally from

[: operations . . 49 % 40 % 39 % 39 % 37 %.. .. .

p Ratio of earnings to Exed
p charges . .. . 3.W 4.08 3.61 3.62 3.54

Item 7. Management's Discunnion and Analyein of Financial Condition and Resulte of Operatione.
,

h General

b HL&P's op.Gug results have been mixed over the last three years because of the negative
'

pressures of increasing construction expenditures during the periods of high inBation and erratic.

electric sales due to uncertain economic conditions, weather and energy conservation. Rate increases,
which have been approved and implemented approximately once each year, have allowed HL&P to
keep pace with its service area's immediate needs for power, but its overall Snancial condition has

p deteriorated since the mid IM0's.

; & portion of HIAP's construction program that was 8==W from internally generated funds
| from operations and interest coverage declined during 1980 resecting the 25% increase in construction

spendhg. and the substantial increase in interest rates. HIAP's return on average common equity
,

i'
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has improved somewhat during the past two years principally as a result of $89 million of rate relief+

raah=d in 1W9 and $106 million in 1980. Nevertheless, as discussed under " Supplementary Informa-
~

tion to Disclose the Effects of Changing Prices", electric rates have not kept pace with inflation. As a
.

result, HL&P has been unable to earn the returns on common equity granted by the Utility Com-!

mission in its rate orders. HL&P's authorized retums on common equity for 1979 and 1980 were
: 13.8% and 15% but the actual earned returns were 13.1% and 13.4%, respectively.

i Another indication of HL&P's general Snancial condition is the portion of net income attributable
to the allowance for funds used during construction (AFUDC). Although AFUDC, a non. cash item,
rose steadily in 1978 and IW9 because of increases in construction activity and increased AFUDCa

accrual rstes due to higher costs of capital, the amount of AFUDC in relation to net income declined
in 1980 due to the allowance of larger portions of construction work in progress in rate base by'

regulatory authorities and the placing in service of the W. A. Parish No. 7 coal-fired unit.

Results of Operation
Earnings for HL&P increased in each of the last three years as a result of sales growth and rate

increases, but were adversely affected by rapid escalation in operation and maintenance costs and '

rising interest rates. Although fuel expense has near'y doubled since IW8, earnings were generally
- - unaffected due to adjustment clauses in the electric service rate schedules.

Revenues. As shown below, the majority of the increase in electric operating revenues has been
aue to the recovery of increased fuel costs through fuel adjustment clauses.

% of Revenue Increase Attributable to
Recovery of
Increased Rate Increased

~

'' A Periods Fuel Costs Increases KWH Sales

1978 v.1W7 . . 73 % 5% 22 %.

1979 v.1978 63 % 22 % 15 %.

63 % 25 % 12 %1980 v.1979 .. . . . .

Increasing construction expenditures to meet load growth and comply with federal requirements
for the conversion to e! ternate fuel sources, coupled with inHationary pressures, has required HL&P
to seek rate increases more frequently. As a result, new rates have been placed in effect in each of
the past three years. KWH sales increases have averaged 6% over the last three years, contributing..
to the growth in revenue. This growth rate is lower than experienced historically due to some-

conservation by customers and, in 1960, economic conditions affecting the large industrial customers.>

Because of the widespread use of air conditioning, weather also signiacantly affects KWH sales in the
HL&P service area, primarily in the residential class. An unseasonably mild summer negatively inau->

enced 1979 electric usage. However, an extended heat wave in 1960 caused residential KWH usage
to attain record levels and average usage per residential customer increased from 13,522 KWH in 1979

'

to 14,219 KWH in 1980.

Fuel Expense These costs have nearly doubled since IW8. The increase in the price of fuel and, |,

to a lesser extent, increased KWH generation are the contributing factors.- The rapid increase in fuel |
costs has contributed to the increase in HL&P's average residential revenue per KWH from 3.4e in
1978 to 5.0e in 1980. The increases in cost of coal sold for each year are due to larger coal require.
ments by HL&P for its W. A. Parish Station. HL&P brought new coal-fired units into service in each4

of the years 1978-1980.
,

Purchased Potoer Expense. 'Ihe' increase in these costs re8ects economy purchases of energy
" from other utilities in Texas.

Operating and Maintenance Expenses. Operation and maintenance costs have increased 58% over'

the last three years because of general inaationary pressures, the use of larger, more complicated
generating and pollution control equipment and substantial increases in labor costs. Increased reliance

a
16 ,
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on coal-Ared power plants has added signiacantly to the costs of cperation and maintenance. The
employee work force has increased by about 21% over the last three years as a result of incressmgly -
complex construction and business activities, additional government regulations and the growth in the
number of customers being served.

Non-Operating Items. AFUDC is an amoun+. representing the cost of funds used to Snance con-
struction projects and is capitalized as part of the cost of the asset. AFUDC is a non-cash item of net4

income and represents a cost recoverable from customers through provisions for depreciation in future
periods. Increases in amounts for AFUDC not only correspond to increases in constmetion expendi-
tures, but also to increases in the AFUDC accrual rate and the level of investment in construction that
is not earning a cash return. Since January 1979, AFUDC has been computed on a net of tax rate
closely following the rising cost of capital. The AFUDC accrual rates for 1W8 through 1980 were
6.5%,7.5% and 8.5%, respectively. Effective January 1,1981 HL&P began accruing AFUDC at
a rate of 9.25%

In the Utility Commission's Anal order relating to HL&Fs 1W9 rate case, the recovery of its
investment in a uranium exploration project was disallowed. As a result, $8,964,000 was charged,

agamst other income in December 1979.

"

TL myandCapitalResources
Construction and nuclear fuel expenditures (excluding AFUDC) for 1980 and as esti:nated for the

years 1981,1982 and 1983 are $637 million,3709 million, $783 million and $964 million, respectively.
Maturities of long-term debt for this same period include a single maturity of $20 million in 198L

HL&P expects to finance a portion of its construction program through funds generated internally
from operations. Factors affecting the ability'of HL&P to fund a portion of its capital requirements
from internal funds include regulatory practices allowing a substantial portion of construction work
in progress in rate base, adequate depreciation rates, full recovery of the cost of fuel used in the
generation of electricity and the opportunity to earn competitive rates of return. It is presently
estunated that during the next three years 30% to 35% of HL&Fs construction program can be
Ananced through the use of' internally generated funds from operations assuming HL&P can obtain
rate relief on a timely basis at a level comparable to that most recently granted by the Utility Com-L.

mission.

'Ihe remainder of HL&P's construction program will be Snanced through proceeds received from

]_ the sale of common stock by Houston Industries and the sales of preferred stocks and long-term debt
by HL&P. HL&P's capitalization ratios at December 31,1980 consisted of 48% long-term debt,7%

][; preferred stock and 45% common stock and retained earnings with sunilar ratios expected to be
maintained in the future. Principally because of HL&Fs large capital requirements, Moody's Investorsa

i Service, Inc. lowered its rating of HL&Fs First Mortgage Bonds and Preferred Stock in 1980 from
! double A to single A; however, two other rating agencies continue to rate HL&Fs securities double A.

As a result of such downgrading, HL&P expects relatively higher capital costs in connection with its
e

future sales of long-term debt and preferred stock.

For information regarding bank lines of credit and short-term borrowmgs see Note 4 to the.
~

Financial Statements..
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Item 8. Financial Statements and S.+, k= --- g Data.

HOUSTON LIGHTING & POWER COMPANY*

STATEMENTS OF INCOME-

1

(Thousands of Dollars)
Year Ended December 31,

Irl8 1979 1980

Operating Revenues . $1,303,604 $1,7M,572 $2,123,957
,

- Operating Expenses:
Fuel 682,261 958,112 1,206,872

..

Operation .
134,756 167,665 203,467,

- Purchased power . 4,753 8,440 29,995

- Maintenance 55,354 77,703 97,598
..

Depreciation and amortization 73,280 93,746 103,771
... ........... .

Federalincome taxes:
Current 10,229 10,911 26,233

,

Deferred:
*

:c Liberalized depreciation 33,064 29,576 37,038

Investment tax credit-current 49,544 61,289 49,891

: Amortization of investment tax credit (2,889) (4,563) (5,477)

Other- net 4,767 14,939 22,773

Other taxes 62,251 72,853 80,856

Total 1,107,370 1,490,671 1,853,017

Operating Income 196,234 216,901 270,940
.

OtherIncome:
Allowance for other funds used during construction 17,029 31,928 32,735

Other- net .
3,992 383 3,722

Total 21,021 32,311 36,457
. .

Income Before Interest Charges 217,255 249,212 3M 397

/ Interest Charges:
; Interest on long. term debt 84,3M 101,566 122,695

5,208 2,136 5,150;j Other interest . . .. . . ...

Li Allowance for borrowed funds used during construction . (11,639) (10,911) (9,619)

9; Taxes applicable to allowance for borrowed funds used
during construction . (9,294) (8.194).,.

77,876 83.4M 110,041Total . .. .. . ..
,

; Net Income . 139,379 165,715 197,356
. . .

17,330 19,765 20,042Dividends on Preferred Stock . . . .

'
Income After Preferred Dividends 8 122,049 $ 145,950 $ 177,314

.

Ratio of Earnings to Fixed Charges 3.61 3.62 3.54
.. .

Ratio of Earnings to Fixed Charges and Preferred Dividend
. . . ... . 2.72 2.76 2.81Requirements .-

'
'

See Notes to Financial Statements.
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HOUSTON LIGHTING & POWER COMPANY
BALANCE SHEETS

(Thousands of Dollars)>

ASSETS
nae ==6 31, D e 31,

1979 1980

Poorsary, Pr.wr un Eqmmmer:
Electric plant, at original cost-

Production $1,578,928 $1,881,347....... . ... .......... .. . . .. . . ..

.. ......... . .. .. .. . .. ... .. . 299,483 333,698Tr====hiaa.

.. . . ... .. . 779,741 879,551Distribution . . . . . . . . . . . . . . . . .
General 183,144 214,849

., ...... . . .... ... . . . . . . . . ... ...

Construction work in progress 972,526 1,143,102
... .. .

83,947 104,947Nuclear fuelin process . . . . . . . . .. .

Electnc plant acquisition adjus+==*=, at cost . 3,166 3,166 {... . ..

3,900,935 4,560,660Total . . . . . . ..... .... . . ...

501,465 678,717Less accumulated depre ' % and amortization . . . . .

" y.ay, plant and eq(a===*-net . 3,300,470 3,881,943
. .

CommmerAssers:
11,614 11,840Cash in banks . . . . . . . . . . . .... . .. ... . .. .

Temporary cash investments, at cost . 52,129
. .. .

5,266 5,377Working funds and special deposits .. . .. . .

Accounts receivable:
63,853 84,247Cn=*a-ars .. .... ... .. .. ............. . . .

AMiatari companies 127 336
.. . . .. . ... ... . .

Others 18,23rl 18,302
... ....... . ..... . ....... ........ .. .

.

L...Jo.7, at average cost:
Fuel oil . . . . . . . . . . . . . . . . . . . . 47,843 66,364

,

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

Mcterials and supplies 31,296 31,180
...... . . . .. ...... .. . ..

Other . . . . . . . . . . . . . 14.046 2,934
.. ........ .... ... . .. ...... .

Total 244,401 220,580
........... . .. . .... .. .... . ... ....

I- D a m man D uarrs ... .. . 43,111 48,786
.................. . .... ..

.
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,596,982 $4,151.300

See Notes to Financial S*=*==an*=
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HOUSTON LIGHTING & POWER COMPANY
BALANCE SHEETS

(Thousands of Dollars)

LIABILITIES'

Decesaber 31, December 31,
IFF9 1900

CArrrAu2AMON (statement on following page):
Common stock equity . . . . . . . . . $1,208,310 $W ,/.30a . .. ..... . . .. . .

Cumulative preferred stock 243,518 243,518. .. . . .. . . ..

1,482,200 1,567,200Long-term deb . . . .. . ...... ... . ........

Total 2,934,028 3,262,948
. ...... ... .. . . .. . .. .

.

"

CURRENTT m nrma:
Notes payable 1,064 50,870

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

114,763 133,305
,

Accounts payable . . .. . .... .. .. ....

4 - Accounts payable to nahted companies . 11,883 9,546
. ....

Taxes accrued 27,278 44,245
. . .. ...

Interest accrued 28,086 29,324
. . . . . .

Accrued liabilities to municipalities 36,008 45,557
. .. .

1 Dividends declared 5,010 5,010
. . . .. .. . . . .... .

Current portion of long-term debt . . 20,000
. . . ....

16,217 22,096Other . . . . .... . ..... ... . . .. . .. .

Total . 240,329 300,552
.. . .. ..... ...... ... .......... ...

.

Dzrzanzo Carnrrs:
Accumulated deferred federal income tages 206,500 2frl,249.. .. . ... ....

Unamortized investment tax credit . . . 192,006 235,791. . . . .. . ..

Other 15,081 16,384
. .. . .. . .... . .... ... .... . ..... .. .

Total . . . . . . . . . 414.256 519.424- . ... . .................. .. ....

I PaorzaTr INsURANcs Rssunyx . 8,309 8.385. . .. ........... ..... . . ..

I COwxrruzwr5 AND CONUNCENCMs
Total...................................... $3,596,982 $4,151,300

;I See Notes to Finanefal Sta+amante
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HOUSTON LIGHTING & POWER COMPANY '

STATEMENTS OF CAPITAfrzATION
(Tha====da of Dollars)

! D M ar31, December 31,
1979 1980

COMMON STOCK EQUITY:
Camman stock, no par; authorized, 50,000,000 shares; outstanding.

36,217,276 shares at December 31, IW9 and 42,964,777 shares at
- December 31,1980 . . . . $ 588,276 $ 780,741. .. . . .. .. . .. . .. ...

Retained earnings . . . . . . . 820,034 091,489
<

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

;- Total common stock equity . . . . . 1,208,310 1,452,230.. . .. . . ..

CUMULATIVE PREFERRED STOCK-no par; authorized, 10,000,0004

shares; ou+=+==Alag (entitled upon involuntary liquidation to $100 a
. share):'

$4 series, M,397 shares 9,740 9,740. ... .. ...... ... . ..
' $6.72 series,250,000 hares . . 25.115 25,115.... .. . .. .. .. .. .. .. ....

$7.52 series,500,000 shares . . . . . .. .... .. .. . . 50,225 50,225
$9.52 series,400,000 shares . . . .... . . .. 39,372 39,372
$0.08 series,400,000 shares . .. . .. . .. . 39,395 39,395
$8.12 series,300,000 shares . . 50,098 50,098. .. . . . ..

- . $9.04 series,300,000 shares . . . . . 29,573 29,573. .. . .. . . .

Total Cumulative Preferred Stock . 243,518 243,518. . .. .. .

LONG-TERM DEBT:
First mortgage bonds:

3%% Series, duc 1981. ... ... . 20,000 20,000
2%% Series, due 1985 . . . . 30,000 30,000
3%% Series, due 1986 . . . 30,000 30,000
4%% Series, due 1987 . 40,000 40,000. . . . .. . . .

'

- 3 % Series, due 1989 . . . . . . . 30,000 30,000
'

4%% Series, due1989 25,000 25,000. . . . .

4%% Series, due 1992 . . 25,000 25,000... . .. .. .

5%% Series, due 1996 . . . . . .. . . .. . . . .. 40,000 ' 40,000.

5%% Series,due 19W . . 40,000 40,000,
.... ... .. . . ... . ..

6%% Series, due 19W . . 35,000 35,000. . . . .,

6%% Series, due 1998 . . 35,000 35,000... ... .. . .. ... .

7%% Series, due 1999 . . . . . . . . . . . . . . . 30,000 30,000.... .. .. .....

L 7%% Series, due 2001. . . . . . . . . . . . . . . . . 50,000 50,000...... ..

| .7%% Series, due 2001. . . . . 50,000 50,000...... ... ... .. ... .
* 8%% Series,due 2004 100,000 100,000. ... .. .. ... .... .. ..... .. .

: 10%% Series, due 2004 . . . . 100,000 100,000. .. ... .. ....... ..... ..

8%% Series, due 2005 . 125,000 125,000. ..... .. ... .. .. . ... ... .

8%% Series, due 2006 . . . 125,000 125,000,, .......... .... . ...... ... .

8%% Series, due 2007 . . . . . . . . . . . . . . . . 125,000 125,000
*

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

8%% Series, due 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . 125,000 125,000.. . ..

2 9%% Sedes, due 2006 . 100,000 100,000.... .. ...... . .. ...... .....

11%% Series, due 2000 . . . . . . . . . . . . . . 125,000 125,000. . ..... .. .. .

12 % Series, due 2010 . . . . . 100,000. . ... . . .. ... . . ..

Total Srst mortgage bonds . . . . . . 1,405,000 L505,000. ..... .. . .. ..
- 5% debenture, due 1985 . . . . 40,000 40,000. . ... .. .... .. .. ... ...

Pollution control revenue boods:
7%% Sedes, due 2004 . 18,000 18,000. ......... .......... .... ..... .

9.5% Series, due 1998 . . 19,200 19,200............ . . .. .. ..... . .. .

9.9% Series, due 1998 . . 5.000.... ....... .... ... . ... .

Subtotal 1,482,200 1,587,200
Less: Current maturity of arst mortgage hood, due 1981. . 20,000.... .

Total long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,482,200 1,567,200

Total Capi +=14=Han $2,934,028 $3,282,948.............. ..... .. ..... ....

See Notes to Finmadal Statemaats.
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HOUSTON LIGHTING & POWER COMPANY
.

STATEMENTS OF RETAINED EARNINGS
(Thon==ds of Dollars)

Year Ended h6 31
IFT8 1979 1900

t BALANCE AT BEGINNING OF PERIOD $4W,M9 $553,213 $620,034
139,379 165,715 197,356ADD-NET INCOME . . . . . .

... . . . . 636,458 718,928 817,390
_. Total .

DEDUCT-CASH DIVIDENDS:o

Preferred:;'
- $4 Series . . 390 390 390,. . .

$6.72 Series 1,680 1,680 1,680
.. ... .. . . . .

$7.52 Series . . 3,760 3,760 3,"60' ... .

$9.52 Series . 3,808 3,808 3,8085 . ..... . .

: $9.08 Series . 3,632 3,632 3,632
.. .

4,000 4,000 4,000$8.12 Series . . ... . . .. ...

$9.04 Series (annual rate of $9.04 a share from February 6,
2,435 2,712

1979) . ..

Common:

| 1978, $2.12; 1979, $2.36; 1980, $2.68 (a share) 65,915 79,129 105,850
.

Total 83,245 98,894 125,901

BALANCE AT END OF PERIOD $553,213 $620,034 $601,489

See Notes to FinancialStatements.
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HOUSTON LIGHTING & POWER COMPANY
'

STATEMENTS OF CHANGES IN FINANCIAL POSITION
(Thousands of Dollars)

Year Ended December 31,

1978 1979 1980
Sources of funds:

Operations:
Netincome . . ... . . , . . $139,379 4165,715 $197,356.

Items not requiring an outlay of working capital:
Depreciation and amortization 74,361 94,764 108,298
Deferred federal income taxes - net . 37,831 30,922 51,617
Investment tax credit deferred-net . 40,782 48,832 44,414
Allowance for funds used during construction . (28,668) (42,839) (42,354)

Total . . . 263,685 2WT,394 359,331.

Dividends declared (83,245) (96,894) (125,901)
Reinvested funds from operations 180,440 196,500 233,430
Financing:

Saleof common stock . 65,224 131,518 172,465.

Sale of preferred stock . . 29,573
Sale of Erst mortgage bonds . . . 225,000 125,000 100,000
Pollution control revenue bonds . . . 16,926 2,274 5,000
Sale of coal handling facilities to aEliate 35,424.

Change in notes payable and temporary cash investments (91,296) 15,422 101,915
Reclassiacation to current maturity of long-term debt (20,000)

251,278 303,787 359,380
Other:

Decrease (increase) in working capital (exclusive of notes
payable and temporary cash investments) . . 36,277 (3,555) 42,129

Other- net (5,556) 9,640 1,717.

30,721 6,065 43,846
Total . .. . $462,439 $506,372 $636,656

Application of funds:
Construction and nuclear fuel expenditures and lignite advance

(net of allowance for funds used during construction) . $462,439 $506,372 $636,656 f
.

Increase (decrease) in working capital (exclusive of notes pay-
a able and temporary cash investments):

Current assets:,

Cash in banks . . . 4 (1,512) $ 1,563 $ 226
-! Customer accounts receivable . . .. . . 16,675 5,614 20,394
1 Accounts receivable from aBliated companies (83) (163) 209
:! Inventory

i Other .
. 1,506 8,194 18,405.

6,765 3,420 (10,926).. . ... .. .........................
'*

Total 23,351 18,628 28,308. . .. ..

Currentliabilities:
1 Accounts payable 29,467 6,424 18,542. .

Accounts payable to a$liated companies . 6,112 4,833 (2,337)
Taxes and interest accrued .. 13,676 (5,051) 18,205
Other . . . .. . . 10,373 8,867 36,027

Total 59,628 15,073 70,437.. .

Increase (decrease) in working capital (exclusive of notes pay-
able and temporary cash investments) . $(36,277) $ 3,555 $(42,129)

See Notes to Financial Statements.
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BOUSTON LIGHTING & POWER COMPANY

NOTES TO FINANCIAL STATEMENTS
For the Three Years Ended December 31,1980

(1) Summary of Signiacant Accounting Policies

Systernof Accounts
,

%e accounting records of HL&P are maintained in accordance with the Federal Energy Regu-

,

latory Commienion's Uniform System of Accounts which have been adopted by the Public Utility
(%=minian of Texas (Utility Commission).

Electric Plant
Additions tu electric plant, reduced by contributions in aid of construction, betterments to existing

ywywa f, and replacements of units of propcity are capitahzed at cost. Cost includes the original cost^

of contracted services, direct labor and material, indirect charges for engineering supervision and
^

similar overhead items, and an allowance for funds used during construction (AFUDC).

- Maintenance of property and reple-ts and renewals of items determined to be less than
.

units of property are charged to expense. The actual or average book cost of units of property replaced ,

'I or Ia d are removed from plant and such costs plus removal cost, less salvage, are charged to
accumulated depreciation.

3,

1 HL&P computes depreciation using the straight-line method. %e depreciation provision as a'

percentage of the depreciable cost of plant was 3.2% for IM8,3.5% for 1979 and 3.6% for 1980.

Allowance for Funds Used During Construction
Prior to IW9, HIAP accrued AFUDC at a rate of 6%% on projects estimated to cost in excess

!; of $50,000 and estimated to require more than 90 days to construct. Dunng 1W9, HIAP accrued
i

~

AFUDC at a 7%% rate, net of federal income taxes, on construction projects and nuclear fuel pay-

L ments except for amounts included in the rate base by regulatory authorities. Effective January 1,
1980, the accrual rate was increased to 8%%, net of federal income taxes.

.

Operating Recenues
,

i Revenues are r=ca==i=1 from the sale of electricity as bills are rendered to customers. Rate

L4i schedules include fuel adjustment clauses which permit recovery of fuel expenses in the month .

[ _ ,

I^ FederalIncome Taxes
I Houston Industries and its subsidiaries file a consolidated income tax return. HIAP records as its
'; current income tax expense an amount equal to the tax it would have to pay if it filed a separate
i, income tax return.

Since January 1M9, HIAP has followed a policy of comprehensive interperiod income tax alloca-
tion. Prior to January 1979, deferred income taxes were.not recognized on the borrowed funds4

- component of AFUDC which is deducted currently for federal income tax purposes.

|- Investment tax credits are deferred and amortized over the estimated lives of the related property.

i

|.
PropertyInsurance Reserves

- De cost of replacing uninsured plant losses, less related tax effects, are charged 'against the"

reserve when iw.d. Effective January 1980, additional accruals to the reserve have been denied by _
regulatory authorities.

~

.

'
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NOTES TO FINANCIAL STATEMENTS (Coadaamd)

(2) PreferredStock ,

Any part or all of the preferred stock may be redeemed at the option of H1AP at the following
per share prices, plus any unpaid accrued dividends to date of redemption:

$4 Series-$105.00. $6.72 Series: through July 31,1983- $103.51; thereafter- $102.51.
a $7.52 Series: through October 31,1982-$105.35; thereafter-$103.35 to $102.35. $9.52 Series:

through September 30, 1985 - 4109.52; thereafter-$105.00 to $101.00. $9.08 Series: through
March 31,1981-4100.08; thereafter-$105.00 to $101.00. 48.12 Series: through November 30,
1982- $100.37; thereafter- $106.25 to $102.25. 49.04 Series: through January 31,1984 - $109.04;
thereafter - $105.00 to $101.00.

' (3) Long-TermDebt
At December 31,1980, sinking or improvement fund requirements of HIAP's first mortgage bonds

outstanding will be $27,850,000 for the year 1981, $28,700,000 in 1982 and $29,700,000 for each of the
years 1983 through 1985. Of such requirements, $15,050,000 for the year 1981 and $14,850,000 for each

f of the years 1982 through 1985 may be satisfied by certi6 cation of property additions at ~100'7o of the
m ments and the remainder through certification of such property additions at 106%% of thee

.

w ments. Sinking or improvement fund requirements for 1980 and prior years have been satisfieda.

by certification of property additions.
- Annual maturities of long-term debt are $20,000,000 in 1981 and $70,000,000 in 1985.

b issuable amount of Brst mortgage bonds is unli=i+=d as to authorization, but limited by
property, earnings, and other provisions of the mortgage and deed of trust and the supplemental
indentures thereto. Substantially all properties are subject to tiens securing its long-term debt.

,

(4) Sho t-T,erm Financing
The interim financing requirements are met through short-term bank loans and the issuance

of commercial paper. H1AP has bank lines of credit aggregating $250 million (as compared with
*

j $200 million during IW9) which limit its total short-term borrowmgs and provide for interest at
the prime rate. Bank loans and commercial paper outstanding .were $20,000,000 and $30,000,000'

at December 31,1980, respectively. There was no short-term indebtedness at December 31,1W9. Com-,

| pensating balances are not required under the lines of credit.

(5) RetirementPlan
4 HL&P has a noncontributory retirement plan covering substantially all employees. % policy

of HL&P is to fund pension costs accrued, which includes amortization of prior service costs, over a.

e period of thirty to forty years.
The total cost of the retirement plan for each of the years 1W8 through 1980 was $4,773,000,

.' $6,223,000 and $7,563,000, respectively. In 1979, the assumed return on plan investments was increased
to 7% and the plan was amended to provide substantially increased benefits for all plan participants.
The net effect of the change and amendment was to increase prior service costs by $14,210,000.

and pension cost accrued by $1,400,000 for 1W9. As of January 1,1980, actuarially computed prior
service costs were $34,047,000. A comparison of accumulated plan benefits and plan net assets
for the retirement plan is presented below:-

Actuarial present value of accumulated plan benefits:
January 1,

1979 1900

Vested $49,139,000 $49,280,000... ... .. . . .

Nonvested ... . . . .. . 2,341.000 4,179,000.

- . 451,480,000 $53,450,000

Market value of net assets available for plan
benefits 450,680,000 $W,272,000... . . .. ....

-.
26



. _ .

e-a, ..

-

.

:
!

NOTES TO FINANCIAL STATEMENTS (Continued)

!. - (6) Commitments and Contingencies
; Signiacant commitments have been incurred in connection with HL&P's construction program

and for nuclear fuel purchases. The construction program is presently estimated to cost $691 million
in 1981, $759 million in 1982 and $947 million in 1983. These amounts do not include estimated
expenditures of $60 million for uranium concentrate and nuclear fuel processing services for the7

South Texas and Allens Creek nuclear plants. Commitments in connection with the construction
program, principally for generating plants and related facilities, are generally revocable by HL&P,

,

subject to reimbursement of manufacturers for expenditures incurred or other cancellation penalties.4

These amounts do not include estimates of the allowance for funds used during construction. HL&P
j has no material lease commitments.
;

(7) JointlyOwnedElectricPlant'

HL&P is project manager and one of four participants in the South Texas Nuclear project which
consists of two 1250 megawatt nuclear generating units. Each participant finances its own share
of construction expenditures with HL&P's participating interest in the project being 30.8c/c. As of
Dewmber 31, 1980, HL&P's share of expenditures included in construction work in progress and.

nuclear fuelin process were $450 million and $39 million, respectively.

(8) Regulatory Proceedings

; As part of the Utility Commhsion's final rate order in January 1980, the Utility Commission dis-
allowed HL&P's request to amortize its investment in a uranium exploration project terminated in
October 1978. As a result $4,661,000 (net of federal income taxes) was charged against income in
the month of December 1979. A number of accounting changes were implemented in January 1980
as a result of the Utility Commi<sion's January 1980 order. Such changes include (1) the capitallva-
tion of ad valorem taxes related to construction work in progress (2) the capitahvation of employee

,

+1 . benents and depreciation of transportation equipment related to construction and (3) the discon-
. tinuance of accruals to the reserves for property insurance and injuries and damages.*

I (9) FederalIncomeTaxes
Effective federalincome tax rates are lower than statutory corporate rates for each year as follows:"

,

Year Ended December 31,'

S 1978 1 710 - 1980

W of Dollars'

; Federal income taxes at statutory corporate
|' rate $112,365 $125,839 $150,884. ........ ..... . .. .. .

i Reduction in taxes resulting from:
Allowance for_ other funds used during;,

construction . . . . . . . . . . . . . . 13,761 14,687 15,058!f
_ Other-net 3,889 3,303 5,173

....

' -
.. .... ............ .

Total . . . 17,650 17,990 20,231... .... ...

Federal income taxes . . . $ 94,715 $107,849 . $130,653... .

I- Effective rate 40.5 % 39.4% 39.8 %...... ..... .. ..... . .

T At December 31,1980, HIAP had an investment tax credit es,ryover of approximately $7,484,000.
!
'

,

t
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NOTES TO FINANCIAL STATEMENTS (Continued).

:

(10) * ,,'- my ExpenseInformationr. -

Year Ended DMa 31,
,

1978 1979 1980
-

(Housands d Dollars)
Taxes, other than income taxes, were

charged to expenses as follows:.

Ad valorem . $ 38,131 $ 42,666 $ 42,686.

| State gross receipts 12,686 16,044 20,717.

y Payroll 4,897 6,189 7,467... .

PUC assessment . 2,979 2,885 3,671
- MLe11=naaus .. . . . 4,458 5,069 6,315

Total taxes other than income taxes 4 62,251 8 72,853 4 80,856

Research and development costs charged to
$ 8,775 $ 10,152 $ 12,146expenses1 .. . . .

>,

(11) Principal Transactions Between HIAP,its Parent and Other Related Companiesu

! Pursuant to the corporate restructuring in 1977, Houston' Industries assumed joint and several
liability with HIAP for payment of principal and interest on the $40,000,000 of 5%% Convertible<

] Debentures due 1985 issued by HIAP. In consideration thereof, HIAP issued Houston Industries a
' $40,000,000, 5%% debenture. Included in " Interest on long. term debt" in the accompanying State-
- ments of Income for each of the years ended December 31,1978,1979 and 1980 is $2,200,000 related to

- . this debenture.

HIAP issued 2,310,354,4,902,280 and 6,747,501 shares in 1978,1979 and 1980, respectively, of
common stock to Houston Industries for a total consideration of $65,224,000, $131,518,000 and.

$172,465,000 in 1978,1979 and 1980, respectively. Common stock dividends paid to Houston Industries,

by HIAP amounted to $65,915,000, $79,129,000 and $105,859,000 in 1978,1979 and 1980, respectively.#

.? In May 1978, HL&P sold at cost its coal handling facilities to Utility Fuels, Inc., another
wholly-owned subsidiary of Houston Industries. " Operating Expenses-Fuel" in the accompanying

4 - Statements of Income for the years ended December 31,1978,1979 and 1980 includes $20,823,000,
.

7 $105,686,000 and $202,953,000, respectively, of coal purchased from Utility Fuels.

[ (IS) UnauditedQuarterlyInformation

? The following unaudited quarterly fl===d=1 information for 1979 and 1980 includes, in the -
Company's opinion, all adjustments (which comprise only normal recurring accruals) necessary for a

*

fair presentation.
Tennman,

Not Afterf4

Revenues Dividseds
[

(Housands of Dollars)
0- March 31,1979 '$357,148 $ 44,122 $27,308.. .. ....

June 30,1979 . . 413,386 49,789 32,223.. . ..~j
513,157 74,184 57,296September 30,1979 . . . . ...

. .. . . 423,881 48,826 29,123(a). December 31,1979
March 31,1980 416,378 46,138 26,031. .. .. . . .

June 30,1980 . 521,515 59,583 37,100... .. . . . .

676,673 99,072 75,226September 30, 1980 . . . .

December 31,1980 . 509,391 66,147 38,957. . ..

. (a) See Note 8, " Regulatory Proceedings" regarding the December 1979 charge against HIAP's
.

income.
28
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NOTES TO FINANCIAL STATEMENTS (Continued)

(13) Reclassification
Certain amounts from previous years have been reclassified to conform to the 1980 presentation

of the financial statements. Such reclassiBeations are immaterial and do not affect earnings.

(14) Other
On February 10,1981, HL&P issued $125,000,000 of 13%% First Mortgage Bonds due February

1,1991.

In March 1981 (subsequent to the date of the Auditors * Opinion), HL&P issued approximately
3,000,000 shares of common stock to Houston Industries. The proceeds were used by HL&P to
defray the cost of its construction program including the repayment of short-term debt incurred in
connection with such program. To the extent that such proceeds were not immediately so used, they

,

were temporarily invested in short-term interest bearing obligations.I

,

4

.
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AUDITORS' OPINION-

Houston Lighting & Power C7 =y:

We have examined the halance sheets and the statements of capitalivation of Houston Lighting
& Power Company as of December 31,1979 and 1980 and the related statements of income, retained
earnings and changes in anancial position for each of the three years in the period ended December

f 31,1980. Our examinations were made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as wei.

considered necessary in the circumstances.

In our opinion, the above. mentioned Snancial statements present fairly the anandal position of the
Company at December 31,1979 and 1980 and the results of its operations and the changes in its

L Rnandal position for each of the three years in the period ended December 31,1980, in conformity
with generally accepted accounting principles applied on a =%t basis.

. Our araminations also comprehended the supplemental schedules V, VI, VIII and IX for each of
I

the three years in the period ended D l= 31,1980. In our opinion, such supplemental schedules,
when considered in relation to the basic financial statements, present fairly in all material respects
the information shown therem.

a

h .

[. Dutorrrs HAsEDis & SEES

!' Houston, Texas
February 16,1981
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SUPPLEMENTARY INFORMATION TO DISCLOSE .
THE EFFECTS OF CHANCING PRICES (UNAUDITED)

.

Financial statements of business enterprises, in accordance with generally accepted accounting
principles, re8ect historical costs and dollars of varying purchasing power and accordingly do not

,

measure the effects of inflation. The following unaudited supplementary information is supplied in
accordance with the requirements of Financial Accounting Standards Board (FASB) Statement No.
33, Finnacial Reporting and Changing Prices, for the purpose of providing certain information'

,

regarding the efects of both general inflation (constant dollars) and changes in speciac prices
(current cost), which are not reflected in traditional financial statements. Constant dollar amounts'

represent historical costs stated in terms of dollars of equal purchasing power, as measured by the-

Consumer Price Index for all Urban Consumers (CPI-U). Current cost amounts reflect the changes
in speciac prices of property from the date the property was acquired to the present, and may.difer
from constant dollar amounts to the extent that specific prices have increased more or less rapidly
than prices in general. This information should be viewed only as an estimate of the approximate
efect of in8ation rather than as a precise measurement.'

HL&P, in common with other electric utility companies in general, continues to be adversely
impacted by the efects of an inHationary economy. Certain effects of inflation such as higher interest

-

-

costs associated with long-term bonds and increased operating and maintenance costs are reflected
; - in traditional Snancial statements. Increased revenues to recover such expenses, however, tend to lag

behind the actual incurrence of such increased costs. Electric rates are established based on costs
as of a specific point in time and are designed to allow the electric utility to recover its operating costs
and earn a fair rate of return on its investment in property, plant and equipment. However, in a highly

,

j inaneianary environment, expenses have increased at a much greater rate than the increase in electric
sales which has resulted in an erosion of return on invested capital. It is unlikely that rates based
on historical costs can keep pace with increased costs during inHationary periods. This has resulted,
in part, in the need for larger and more frequent rate increases.

Here are a number of other efects of inflation which are not reHected in traditional Snancial
statements and to which the accompanying supp ementary n orma on s n en ed d to give efect.l i f ti i it

One major expense so afected is depreciation. He cost of constructing and replacing property, plant
and equipment has been escalating dramatically. Historical Snancial statements reHect depreciation
based on the historical costs of assets and do not re8ect the true economic cost of the asset "used up"

: and which must be replaced at suba+==+i=11y higher future values. However, a substantial amount of
such assets are #===u with long-term bonds and preferred stock which efectively acts as a hedge

,

against the impact of in8ation. Utility plant Ha=aw from investment by common shareholders and;

retained earnings are not aforded such a hedge. While a certain amount of the impact on such-

| depe=ciatian is reduced through higher returns allowed on the common equity investment in property

?
when electric rates are established, the end result of continuing inflation is an erosion of the common
equity investment when viewed in terms of real purchasing power.

'

.
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STATEMENT OF INCOME ADJUSTED FOR CHANCING PRICES
For the YearEnded December 31,1960

.

(In thousands of dollars)
- cm Current

Debar Cast
Convestlemal Average Average

IDstorical 1980 1900
- Cost Debars Debars

Operating Revenues $2,123,957 $2,123,957 $2,123,957.. . .

Operating Expenses:
Fuel . .. .. . 1,206,872 1,206,872 1,206,872. ..

Depreciation 103,771 196,174 971,555 ,
.

'Operation and maintenance 301,065 301,065 301,065.

. FmM power 29,995 29,995 29,995.

Income and other taxes . 211,314 211,314 211,314
4 Interest expense .. 110,041 110,041 110,041

,
Other income and deductions -net . . (36,457) (36,457) (36,457).

,

Net Income (excluding reduction to net recoverable

4 cost) . . . . .. . .. . $ IW,356 $ 104,953* $ 93,572

i
j ~ Increase in specific pdces (current cost) of property,
/. plant, and equipment held during the year ** $ 601,245
~

Less increase in cost of property, plant, and equipment
adjusted for changes in general price level 715,069.

Excess of increase in general price level over increase
in speciSc prices . . . . . (113,824)

Reduction of utility property to net recoverable costs (329,W1) (204,468)
- Cain from decline in purchasing power of net s:nounts

'

3 owed ..... . ... .. . . . . 271,330 271,330
Net . . . $ (58,341) $ (48,960)... .... . ...... .. ... . .,

3
J

'

* Including the reduction to net recoverable cost, loss on a constant dollar basis would have been

.{ $224,718 for 1960.
' ** At December 31,1960, current cost of ev y, plant and eq -(-- =-*. net 4 accumulate:I depre-a
d ciation was $6,706,421, while historical cost was $3,881,943.

4
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FIVE YEAR COMPARISON OF SELECTED SUPPLEMENTARY FINANCIAL' DATA
ADJUSTED FOR EFFECTS OF CHANGING-PRICES-

(In thousands of average 1980 dollars, except per share amounts)
,

1976 1977 1978 1979 1980

Bevenues
Historical $ 841,616 $1,069,786 $1,303,604 41,707,572 $2,123,957

. Constant dollar 1,218,245 1,454,673 1,646,517 1,938,495 2,123,957

Net Income
" Historical $ 165,715 $ IM,356

.

Constant dollar .. 110,620 104,953a.
Current cost . 94,767 93,572-

: Common Stock Equity at year-end
;. (including electric utility property
M only to the extent recoverable)

Historical $1,208,310 $1,452,230......

Constant dollar 1,2M,133 1,387,036..

_ - . _ . .. .. . _ _ _ _ _

3,38J,036* * * ' ~ * ,

Gain from decline in pu.Mr.g
,

power of net amounts owed . $ 283,284 $ 271,330
.

,

je - - .. - . , - - . . . . - . . . - - - _ . . . .. . - - . _ . . - . - - - -

Excess of increase in general price
level over incresse in speciac prices 4 294,734 $ 113,824

'

Average consumer price index 170.5 181.5 195.4 217.4 246.8

.

Property, plant and equipment as referred to in the accompanying data includes utility plant in
service, land, land rights and property held for future use, nuclear fuel in process and construction

,

1- work in progress. The constant dollar information was determined by adjusting historical amounts by
the ratio of the average level of the CPI-U during the year the assets were acquired or constructed to'

L' the average CPI-U index for 1980. Current cost of properties was determined primarily by indexing

K surviving plant by the Handy-Whitman Index of Public Utility Construction Costs. Current cost infor-
| ,( mation does not represent the replacement cost of HLatP's productive capacity since plant would not
ij be replaced precisely in kind, but rather is an approximation of the cunent cost of existing assets.

|] The constant dollar and cunent cost provisions for depreciation were determined by applying the
: Company's historical depreciation rates to the restated property amounts.

|i: As allowed by FASB No. 33, items in the income statement, other than depreciation expenses,

i[ were not adjusted. The cost of fuel used in electric generation and operating and maintenance

L expenses are essentially stated in terms of average current year prices and therefore do not require

|* resta**mant.
In accordance with FASB No. 33, federal income tax expense has not been adjusted. Current fed-f

I eralincome tax policy recognizes to a certain extent the effects of in8ation. Liberalized depreciation
jp allowances and the investment tax credit accelerate capital recovery. However, as the statutory federal -
?' income tax rate has r===W stable the effective rate has increased signiBeantly as a result of the

II declining yaisg power of the related taxable income. HL&P's effective federal income tax rate
in 1980, when adjusted for inflation, is 55 percent under constant dollar and 58 percent under current -
cost, each of which exceeds its reported effective tax rate of 40 percent and the statutory rate of 46

iT Percent.
Under the rate making prescribed by the regulatory authorities to which HL&P is subject,

i? only the historical cost of plant is recoverable through depreciation. Therefore, the excess of the cost
E
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of utility plant stated in terms of constant dollars and current oost that ow-wi as a result of inflation
in the current year over the historical cost of utility plant is not presently recoverable in rates as
depreciation and is re8ected as a reduction to net recoverable cost.

To properly reflect the economics of rate regulation in the Statement of Income Adjusted for
Changing Prices, the reduction of net property, plant, and equipment should be offset by the gain from
the dechne in purchmaing power of net amounts owned. Dunng a period of inflation, holders of
monetary assets sufer a loss of general purchasmg power while holders of monetary liabilities experi-
ence a gain. h* gain from the decline in purchasing power of net amounts owed is primarily
attributable to the substantial amount of debt and preferred stock which has been used to Anance
property, plant and equipment. However, since the depreciation on this utility plant is limited to
the recovery of historical costs, HIAP does not have the opportunity to reshze a holding gain, and is,

'

limited to recovery only of the embedded cost of such capital. hs, to the extent that utility plant
is a=W with debt and preferred stock the reduction to net recoverable cost and the holding gain
essentially ofset each other.

As indicated above, the rates charged by HIAP are regulated. As a result it is not as free as a non-
regulated enterprise to raise its pnces in response to inflation. Further, except in the case of fuel costs,
the regulatory process introduces a substantial time lag between the meurrence of operating and-

capital costs and the recovery of such costs. This is commonly referred to in the industry as " regulatory,

lag * and is one of the most significant factors contributing to the erosion of investor capital. Com-
pvomling the problem is the fact that HIAP must compete in the same marketplace as a non-i

'. regulated enterprise for capital necessary to anance its construction program.

:

; P ART III
Item 9. Directors and Ezecadee O$cers of the Registrand.(*)

,

; Item 10. Management Remunerados and Transeedons.( * )
r
~

;. * % information called for by Items 9 and 10, to the extent not set forth under Item I,
b " Business-Executive OfBeers*, is set forth in the deanitive proxy statement relating to the 1981
q Annual Meeting of Shareholders of Houston Industries Incorporated (parent of the registrant),

; pursuant to the C-=i== ion's Regulation 14A (File No.17629). Such de8nitive proxy statement
'. relates to a meeting of shareholders involving the election of directors and is incorporated herein by

;
reference pursuant to Instruction G to Form 10-K. & Board of Directors of the registrant is com-
posed of the same individuals as the Board of Directors of Houston Industries Incorporated. W

lt principal executive ofBeers of Houston Industries Incorporated serve in substantially identical capaci.
E ties with the registrant. For the 8 scal year ended December 31,1980, the aggregate remuneration paid
F by HIAP to all of its directors and odicers as a group (24 persons) amounted to $1,790,980.

L
l'

'

? -

!

!
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| P ART IV
.

Itsen 11. EzMbies, Financisi S'estement Sche? '- , and Reports on Form 8.K.

' (a)(1) Finandal h-
Pg,L

Statements of Income for the three years ended December 31,1980 19

Balance Sheets at December 31,1979 and 1980 . 20'

.

,

Statements of Capitalivatian at December 31,1979 sad 1980 . 22

| Statements of Retained Earnings for the three years
23ended December 31,1980 . .. .

>

'

Statements of Changes in Financial Position for the three years
ended December 31,1980 . 24. . . .

Notes to Financial Statements 25+

30
a Auditors * Opinion .. . . ..

Supplementary Information to Disclose the Effects ofp
r%n iag Pnces (Unaudited) 31. . .

s

(a)(2) Finandal Sta*=====* Schedules.q
Schedules for the three years ended December 31,1980:

| V- Property, Plant and Equipment . 36. .. . ... ..

1

VI- Accumulated Provision for Depreciation and Amortization of"

Property, Plant and Equipment 37... ... . . . . .
.

VIII- Reserves 38
. . ..... . . .. .. . .. .

Ix - Short Term Borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39

i The following M1- are omitted because of the absence of the conditions under which they
are required or because the required information is included in the nanaal statements.a

g

it I, n, nI,IV, Vn, x, x1, xII and xnr.
J

(a)(3) R=hNeu-
p! See ExhibitIndex on Page 41.
,.

1
y (b) Beports on Form 8.K.

] HIAP Aled reports on Form 8.K during the fourth quarter of 1980 as follows:

i. November 21,1980 (date of earliest event reported) Item 5. OnlER MATERIALLY IMPORTANT

[j - EVENTS:

(1) On November 21,1980, HIAP was advised by Moody's Investors Service that its''

First Mortgage Bonds and Preferred Stock had been downgraded from Double A[

.
(Aa) to Single-A(A) or equivalent.

(2) On December 3,1980, HIAP elected to cancel its plans to offer on December 10,
1980, $35 million of a new series of Preferred Stock and deferred its planned
odfering of $125 million piincipal amount of First Mortgage Bonds.

,

35
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SCHEDULE V-PROPERTY, PLANT AND EQUIPMENT

For the Dree Years Ended December 31,1980
e

(Thousands of Dollars)
.

'
C.L A C.L 3 C.L C C.L D CeL E C.L F

<

cQ- n.sn.i

":re' ^'.'n:' "2 air- . <n o

- Forthe Year Ended December 31,1980:
. . .. ... . 41,578,928 $304,475 $ 2,058 $1,881,347PraAW Plant ..

> Transmissian Plant . . 299,483 34,925 710 333,098..

Distribution Plant . . 779,741 112,105 12,295 879,551. .., .

General Plant 183,144 35,564 3,850 214,849. . .. .

I- Plant Acquisition Adjustments 3,186 3,106.

Total Plant 2,844,462 487,089 18,920 3,312,611.. ...
,,

Construction Work in Progress (A) W2,526 170,576 1,143,1024

Nuclear Fuel in Process 83,947 21,000 104,947'

...

}
Total $3,900,935 $678,645 $18,920 $4,500,000. .. . ..

For the Year Ended December 31,1W9:
Production Plant . $1,551,982 4 27,236 $ 270 $ $1,578,928... .. ..

Transmission Plant 290,951 9,055 523 299,433.. ... ..

Distribution Plant 683,425 107,052 10,736 779,741.... .. ..

165,789 20,014 2,659 183,144General Plant . . . . ..

Plant Acquisition Adjustments 3.166 3,106

Total Plant . . 2,095,293 163,357 14,188 2,844,482. .. .. ..

', Construction Work in Progress (A) 621,175 351,351 W2,526

Nuclear Fuel in Process 69.995 17,912 (3,980) - 83,947...

j- Total . . . $3,386,483 $532,820 ' $14,188 $(3,980) 83,900,935. ... . ....
-

j: For the Year Ended December 31,1W8:
Production Plant . . . . . . . $1,296,211 $257,147 $ 1,396 $1,551,962

q .....

Trant nission Plant . . . . . . . . . . . 273,381 19,321 1,751 290,951,

; Distribution Plant . . 616,936 80,133 13,644 683,425"
.. .. ..

3 General Plant 100,127 7,311 1,649 165,789.... .. . ... ...

} Plant Acquisition Adjustments . . . 3,166 3,106

i Total Plant 2,349,821 363,912 18,440 2,895,293 -. .. .......

Construction Work in Progress (A) 538,109 83,086 621,175'

Nuclear Fuel in Process 61,291' 8,704 89,995
...... .

Total . . . . $2,949,221 $455,682 418,440 $3,386,463
. .... ...

,

j Norus:
'

(A) Substantially all additions are originally charged to CWIP and transferred to electric utility
plant accounts upon completion. Additions at cost give ' fect to such transfers.e

(B) Additions at cost include non cash' charges for an allowance for other funds used during.
construction.

b . (C) H1AP computes depreciation usin'g the straight-line method %e depreciation provisions as a
percentage of the depreciable cost of plant was 3.2% in 1913,3.5% in IW9 and 3.6% in 1980.

36
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SCHEDULE VI- ACCUMULATED PROVISION FOR DEPRECIATION
AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

For the Three Years Ended December 31,1030

(Thousands of Dollars)

Col.A CeL B Cel. C Col D CeL E

'

Additions D.destions freum Bees.ve
,

t'::eg- e, m, d ._

32Star i.a. t t. ,J .''
'

oD
,

Year Ended December 31,
1980 -
Depreciation and amortiza--

tion of property, plant
.

and equipment $501,465 $103,771 $4,527 421,046 $678,717

Year Ended December 31,
1979 -.

*

Depreciation and amortiza-

,
tion of property, plant
and equipment $512,604 $ 93,746 $1,018 $15,903 $591,465

Year Ended December 31,
1978 -
Depreciation and amortiza-

tion of property, plant
and equipment $450,946 $ 73,280 $1,081 $12,703 $512,604

.

E

f
4

i
,1 -
t
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SCHEDULE VIII-RESERVES
For the Three Years Ended December 31,1980

~

(Thousands of Dollars)

_

CsL A CeL 3 Cal. C Col. D CELE

Ad8''== -

. D.
^

D Y.--. M A"
.
: p.s.4n dses r - m

.

Year Ended December 31,1980:
A====h ed provisions, deductedt

from related assets on 61.-
sheet:

!' Uncollectibie accounts $3,891 $7,876 $7,858 . $3,700
' Inventory adjustments (B) 1,028 78 $ 303 90 1,400

.

Reserves other than these deducted
from assets on belance beet:-

Fw yinsurance 8,300 (16) 8,385a .

Injuries and damages 450 450 -0--,

.

Year Ended December 31,1719:
A~ a==b*4 provisions, deducted

from related assets on balance
sheet:

Uncollectible accounts . $ 250 $8,956 $5,515 $3,691
.

Inventory adjustments (B) 785 77 $ Il8 112 1,008
.

Reserves other than those deducted
from assets on balance sheet:

Property insurance 8,500 100 231 8.389.. ..

Injuries and damages ... 408 142 100 450

Year Ended December 31,1978:

} Accumulated provisions, deducted
3, from related assets on kl==

sheet:'

| Uncollectible accounts $ 453 $3,653 $3,858 $ 250.. .

Inventory adjustments (B) . . . . 689 49 $ 294 247 785'

Reserves other than those.

- deducted from assets on balance
sheet:

F e f nsurance ..... ..... 8,000 500 e,500ai
Injuries and damages . . . . . . . 353 450 305 408

Noms:
(A) Deductions from reserves represent losses or expenses for which the respective reserves were

created.'In the case of uncollectible accounts reserve, such Mu+8ons are not of recoveries-

of amounts previously written off.

' (B) Reserve provided by charges to various accounts on basis of materials issued.
'

.
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SCHEDULE IX-SHORT-TERM BORROWINGS

For the Three Years Ended December 31,1980

(Thousands of Dollars)

-
.

Cat. A Cel. 3 Cel. C Cel. D Col.E Col.F

Caessary of Amount

2':"" ett"., 6 " *o.seeme:'dWC @.o""

W= Besvowings Peried( A) Posted Period Period Period

Year Ended:'
Du=Nr 31,1980 . Bank Loans $ 20,000 21.00 % $ 75,000 $ 18,982 16.38 %

' Cw=arcial
Paper 30,000 18.30. 38,100 10,242 _ 11.98

Year Ended:
December 31,1979 . . Bank Loans 62,000 10,112 13.00

s

Cwm dal'

1

Paper 12,925 1,000 12.10
Year Ended:

December 31,1W8 .- Bank Loans 1,000 11.75 96,000 41,570 8.50.

0; .. ..e4dal
Paper 27,109 10,037 7.38

Nous:
(A) 'Ibe Balance at End of Period excludes land notes of $1,1W, $1,084 and $870 as of December

31,1978, IW9 and 1980, respectively.

,

.
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F SIGNATURES

Pursuant to the i;,2 - -ts of Section 13 or 15 (d) of the Securities hh==ge Act of 1934 the
registrant has duly caused this report to be signed on its hahaN by the undersigned, thereunto duly

; authorised,in the City of Houston and State of Texas, on the 95th day of March,196L

HOUSTON LIGHTING & POWER COMPANY
(Registrant)

,

D. D. JORDAN |
, (D. D.Jerdam,Fnsiasme)

Pursuant to the i;,2_ --ts of the Securities Exchange Act of 1934 this report has been sismed
"

. below by the following persons on behalf of the registrant and in the caw and on the date
,.

Slenture. 'Itle Dato
,

. ,

,

D. D. JORDAN Principal Executive OSeer
(D.D.Jadam,Presuset) and Director

H. R. DEAN Principal Fi===d=1 and
(H. R. Dean, Cseep h Presidset) Accounting OScer and

Director

SEARCY BRACEWELL Director
(seerer armeewen)

r WM. R. BROWN Director
(was. E. Brown)

*

JOIIN C. ECHOLS Director i'

GebmC.Esbels)a

March 25,1981' *

HOWARD W. HORNE Director.

(Howard W. Herme):,

THOMAS B. McDADE Director
('nesses B.MeDado)

G. W. OPREA, JR. Director
.

(c.w.ossen,Jr.)

STEWART ORTON Director
.

(siewest ostem)
,

WILLARD E. WALBRIDGE Director
(waned E.wahrides)

JOE C. WESSENDORFF Director
(Joe c.wessenders) .
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HOUSTON LIGHTING & POWER COMPANY
Exusrrs to Tus ANNUAx. Rarorr ox Fonu 10.K

Foe the Fiscal Year Ended December 31,1980

INDEX OF EXHIBITS

-Exhibits not incorporated by reference to a prior filing are designated by an
asterisk; all exhibits not so designated are incorporated herein by reference to
a prior filing as indicated.

'

3(a) - Articles of Incorporation of the Company, as amended February 1W9. (Exhibit
,

2(a), File No. 2-83401).

'3(b) -Copy of By-Laws of the Company, as amended October 1978.

4(b)(1) - Mortgage and Deed of Trust, dated as of November 1,1944, between the Com-
pany and South Texas Commercial National' Bank of Houston (Texas Com-
merce Bank National Association, successor trustee), Trustee (Exhibit B-4,

'

File No. 2-5515).

4(b)(2) -First Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 1 to 1948, Form-

10-K).

4(b)(3) -Second Supplem" tal Indenture to Exhibit 4(b)(1) (Exhibit 7D to April,
1950, Form 8-K).

4(b)(4) -Third Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 7E to October,
1951, Form 8-K).

4(b)(5) -Fourth Supplen: ental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
2 12263).

4(b)(6) -Fifth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2 to 1955, Form
10-K).

4(b)(7) -Sixth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
2-15384).

': 4(b)(8) -Seventh Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 1 to August,
-| 1959, Foim 8-K).

~

| 4(b)(9) -Eighth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit I to 1962, Form
10-K).

.I 4(b)(10) -Ninth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
'

2-25829).

4(b)(11) -Tenth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
,

| 2-27512).

4(b)(12) -Eleventh Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
2-28341).s

4(b)(13) -Twelfth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
2-32751).

'

4(b)(14) -Thirteenth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File
No.' 2-39257).

4(b)(15) -Fourteenth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 3(f) to 1970,
Form 10-K).

'

4(b)(16) -Fifteenth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 3(f) to 1971,
Form 10-K).
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- 4(b)(17) -Sixteenth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
S50004).

, 4(b)(18) - Seventeenth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
H P,51731).

4(b)(19) -Eighteenth SupplementalIndenture to Exhibit 4(b)(1) (Exhibit 2(c), File No.
2 5M09)..

4(b)(20) . - Nineteenth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(b)(1), File
j No. 2-57123).

- 4(b)(21) -Twentieth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 3(a)(1) to
g- IW6, Form 10-K of Houston Industries Incorporated). l

4(b)(22) -Twenty-First Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2 to 1977, |
?

Form 10-K).
'

i

4(b)(23) - Twenty-Second Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 2(d), File,

; No. 2-82879). !

L 4(b)(24) -Twenty 'Ihird Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 1 to 1978,
|3- Form 10-K).

-4(b)(25) -Twenty-Fourth Supplemental Indenture to Exhibit 4(b)(1) (Exhibit 1 to IW9, |,

Form 10-K).
; '4(b)(26) -Twenty Fifth SupplementalIndenture to Exhibit 4(b)(1).

*4(b)(27) - Twenty-Sixth Supplemental Indenture to Exhibit 4(b)(1).

10(b)(1) -Cas sales contract, dated September 6,1963, between the Company and
- Humble Oil and Refining Company (Exhibit 4(a), File No. 2-24599).

10(b)(2) - Amendment to Gas Purchase Contract, dated May 29,1W4, been Exxon
Company, U.S.A. and the Company, amending gas sales contract, dated
September 6,1963, between the Company and Humble Oil & Re8ning Com-
pany (Exhibit 1 to June IW4, Form 8-K).

10(b)(3) -Cas sales contract, dated January 14,1964, between the Company and United
Gas Pipeline Company (Exhibit 4(b), File No. 2-24599).

10(b)(4) - Amendment, dated September 6,1W2 to gas sales contract, dated January 14,.

1964, between the Company and United Gas Pipeline Company (Exhibit 5(b),

.| File No. 2-453W).
,

1 10(b)(5) - Franchise granted by City of Houston, Ordinance No. 57-929, effective October
j 1,1957, and acceptance by the Company of the same dated September 19,1957

(Exhibit 5(c), File No. 2-5W48).
, ,

f 10(b)(6) - Letter agreement dated January 21,1977 amending certain provisions contained
'

'; in Exhibits 10(b)(3) and 10(b)(4) (Exhibit 5(d)(1), File No. 2-58113).

10(b)(7) -Coal Supply Agreement, dated June 2,1978, between Utility Fuels, Inc. and
Spring Creek Coal Company (Exhibit 5(f), File No. 2-62291).

10(b)(8) - Lignite Supply Agreement, dated August,1W9, between Utility Fuels, Inc. and
Northwestern Resources Company _ (Exhibit 1 to August,1W9, Form 8-K of

} Houston Industries Incorporated).
l 10(b)(9) -Coal Supply Agreement, dated April 18,1960, between Utility Fuels, Inc. and
n Kerr McGee Coal Corporation (Exhibit I to January March 1980, Form 10-QJ

'f of Houston Industries Incorporated).
10(b)(10) - Gas sales contract, dated January 19,1981, between the Company and United

Texas Transmission Company (Exhibit 1 to January,1981, Form 8-K of Hous-
ton Industries Incorporated)..
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11 - None.
*12 -Computation of Ratios of Earnings to Fxed Charges and Earnings to Fixed

Charges and " efeuJ Dividends.
13 - None.
19 - None.'

20 - None.
22 - None.

: U ' 2 ' !-t
'Ibe undersigned, Houston Lighting & Power Company, hereby undertakes pursuant to Regulation

S-K, Item 7 W4 yh (b)(4)(c), to furnish to the Securities and Exchange Commission upon request
~, - all constituent instruments de8ning the rights of holders of Jong-term debt of Houston Lighting &

Power Company not Sled herewith for the reason that the total amount of securities authorized under
any such instruments does not exceed 10% of the total assets of Houston Lighting & Power Company.,

t
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-Houston Industries Incorporated. .

. . , .
. .
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u , a

Mouston Industr'ies is the parent company of'three subsidiaries: Houston Lighting &
*.g

3

: Power Company - HL&P is the nation's sixth largest electric utility in terms of y;
'' ~. kilowatt hour haies.'It serves a 5,000-square-mile area which includes Houston,

the nation's fifth largest city. Primary Fuels, Inc.- Primary Fuels is involved in the '

.

$xploration for oil and gas offshore along the lower Texas Gulf Coast and onshore in
'the continental U.S. Utility Fuels, Inc.- Utility Fuels' principal efforts are directed

- toward the acquisition and delivery of fuels to electric generating plants. To date, it
: has operated p,rimarily as a supplier and transporter of coal to HL&P. .
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To Our Sharehoklers:

.

Nineteen eighty was a successful year for Houston industries even thoughearnings per share fell just short of 1979's performance.
Net income was up 14 percent to $184 million. The quarterly dividend per

: common share was increased from 59 cents to 67 cents in January. A second raise to
74 cents per shara was made in January 1981 -a 25 percent increase in the two-year
period.

However, earnings per share were down to $4.71, from $4.84 in 1979, as a result of
a 17 percent increase in the average number of shares outstanding.

Financing has already begun in 1981. Most recently, three million shares of common
stock were sold March 6 at $25.25. Substantial additional sales will be required in
1981, including common stock, bonds and preferred stock as market conditions allow.

The Board Has Recommended a Three-for-Two Stock Split

in the belief that a lower per share market price will make the stock more attractive and
broaden our investor base, the Board of Directors has recommended a three-for-two
split of Hrs common stock.

3If approved by shareholders at the annual meeting May 13, an additional share of
common stock will be issued to shareholders for every two they own as of May 26.

The following pages will discuss significant developments that affected Houston
Industries in 1980. Several areas, however, deserve special mention here.-

Five Planned Generating Units Have Been Moved Back Two Years

The company's long-standing program of monitonng conditions affecting its corporate
development has brought about a rescheduling of generating plant construction.

Completion of four lignite units originally scheduled to go on line in the years 1985.
1986,1987 and 1988 has been deferred for two years. The Allens Creek Nuclear Gen-
erating Station, formerly scheduled to be completed in 1989, is now scheduled to go in
service in 1991.

The scheduled completion dates of three units now under construction - a western
'i

coal-fired unit and two nuclear units that comprise the jointly-owned South Texas
Project - are not affected by the revision.*

Outlay for the former construction program was estimated at $3.3 billion for the
three-year period 1981-1983. The two-year deferment will reduce the estimated cost to
$2.4 billion, a sum which will still require very substantial rate rehef as well as the raising
of large amounts of capitalin a period of highly volatile market conditions.

The concerns of Moody's Investors Service regarding our ability to finance the former
construction program led them to downrate HL&P's first mortgage bonds and pre-
ferred stock in November from Aa to A. These securities continue to be rated the
equivalert to double A by the other major rating services, Standard & Poor's Corpora-
tion and Fitch Investor's Service.

L i
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The rescheduhng of new generating capacity has certain attendant risks because of
the area's continuing load growth and the long lead times needed to bring new units
into operation. Factors affecting the need for new units include rate of system load
growth, fuel supplies governmental regulations and effect of customer conservation.

The company will be continually monitoring all factors influencing its corporate devel-
opment program and will make appropriate adjustments to its generating construction
program as circumstances may dictate.

Meeting the area's electric power requirements in the 1980's will require these
actions:

' An aggressive load management program to restrain growth in peak efectrical
demand must be expanded and implemented.

,

*The provisions of the Fuel Use Act of 1978 prohibiting the burning of natural gas;
after 1990 must be relaxed.

* Substantial amounts of power from other electnc utikty systems in the State must be
purchased.

* Rate adjustments to support construction of additional generating capacity and
maintain the company's financial integrity must be obtained.

Load Management Wi! Be Essential to Meeting Area Power Requirements
.

An on-going. effective load management program is absolutely essential. An expan-
sion of earher programs resulted in the formation of a Load Management Department
in 1980 to coordinate a!! load management activities. A program to reduce system vo!t-
age dunng cnticalload periods is under development and rate stud:es designed to
encourage industrial customers to reduce their demands dunng penods of peak sys-
tem Icads are being conducted. These two programs appear to have the potential of
substantially reducing system peak demand. Several other programs are under stud /

The 1990 Cutoff Date for Gas is Unrealistic and Unattainable
,

4
The 1990 date for termination of natural gas use mandated by the Fuel Use Act is unre-
abstic and unatta!nable. The company will continue to seek modifications of the Act to
perm;t the use of natural gas throughout the usefullife of existing gas units. Such relax-
aton will be in the best interests of electric service users and the nation. since it would

; eliminate the necessity of using substantial amounts of oil to replace natural gas.
i Agreements have been signed with two Texas systems for purchase of substantial

amounts of power through 1987. The changes in the construction program will require
the company to buy more power from neighbor;ng systems. Studies are now under
way to determine availability of this power.

,

The New Administration's Support for Nuclear Power is Encouraging

The new Administration s early pronouncement of support for nuc! ear energy gives
~

encouragement for the further development of this entically needed energy resource.
Despte the delays and cost increases which have occurred in the construction of the

South Texas Project. studies show that it will produce electricity at a lower cost than a
fossil-fueled plant operating in a comparable time frame.

The Nuc! ear Regulatory Commission has allowed the restart of certain construction
activities at STP that were temporanly suspended in 1980. Full construction activity is
expected to be re-estabhshed in the second quarter of 1981.

.
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Jff [.f < }}5" ; J *,

f., ). gf. ;- gain tnis cast decade HL&P s operations reflect tms growth Dunng 1980.-

K (g;3.:''t. Q t j the company addea nearly 67.000 indivtaual!y metered customers and connectea its
s', . '. .y. ; . . 3 , . ., , | % r 7. ;;[ one millionth Customer in June
' ., yy. ; ;; . i -g, , v i The area s hottest summer since the aavent of he generai use of a;r concitioning

.

t

P .,,, ;. 2 ' s ,a4 4 . .' - 2~ spurred greater usage than nad been expectea and masked increasing etterts
.g .

:
.., customers are making to conserve': ~ . e.

.

y%g .

(. M. ,, . ,,. , ; C;] . 7. Gains in residential and commernal consumction in 1980 were accentuated oy the
..c.y+ y , g s,r. ,.. j c;s fact that 1979 was tne second modest summer in the |ast %e years About 93 percent

.- .. . . .

. i ' ;
y.- . . . . . . .

of HL&P's customers have a:r conditioning Tnerefore is heavy use has a major
f [ . %y.7 q . i,gi:' i ~;. y : - .( f.' .' c imodCt on sales:
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. . J 7' scg. e.

7 "SQ J
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3,| j';.L D;0 7.j h. E
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from 4 09 cents in 1979 Nineteen seventy-n!ne s res,denha, sa!es Aere uo oniv i '

W . W Y 4V.,;.O.635,.*
percent and average usage oer residentiai customer was acan 8 2 percent

.. ..

. ,- V. However. the overailincrease in 1980 was reld down oy a moaest nse of 12 per-
, .-

G Q'.] [ y ,:,Q. 6.;'
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M.[.: 2.[) h ' ~ m )'. A new high demand dunng a one-hour penod of 10 266 000 Mowatts nas set

- p g ':.. Q M. M 1
August 22. a 10 percent increase over 1979 This is tne greatest jump in oea-' y. f.

c q.' J .9.; , % aemand since 1976 and nearly four times tne :ncrease the country recorded
m Vgi ~ 1 Hk&P s peak demana was up 2 4 percent in 1979

h'7'$y/s.[i - L). J.-9 .1,. i,,3 However. the company acesn t expect the 1980 (ncrease to ce typical nf what am
J -f .f E; 4 i occur in this decade The service area s population growth and ndustnat achty
27tg.) $ $ \ , .'. . are expected to moderate More customers are also expected to conserve For

.

J j|ul p-9 9.p.)g these reasons and the fact the company pians to pursue an aggressive roaa man-

.J k y 3 :.$ .M B* agement program it ca!culates demand wol nerease at ; compouna un . v ate M
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Business Activity Weathered Recession

DesDite the general downturn in the economy,22 major industrial projects are under
construction with scheduled completion dates in 1981 and 1982. Another 40 projects
are being considered by their respective companies.

Home construction w as down 45 percent from 1979, with approximately 16.000 !
homes completed. However, Houston still led the nation in home building in 1980. The
drop was basically a result of high interest rates and tight money. Apartment construc-
tion, including condominiums and townhouses, however, remained strong in Houston.<

The outlook for residential construction in 1981 will depend much on interest rates.
,

in the commercial sector, office building construction activity continues to reflect the'

vitality of the area's economy More than nine milhon square feet of office space was
completed in Houston alone. Several large office buildings are under construction.

'

They are topped by the 75-story Texas Commerce Tower. Others are the 70-story
Allied Bank Place, the 65-story Transco Tower, the 50-story Three Allen Center and the
47-story First City Tower. Except for the new Transco Tower, all these buildings are in
the downtown business district.

We've Made Major Decisions on Construction

Because of the compelling need to reduce construction outlays the company decided
March 1981 to extend the in-service dates of five of its planned generating units The

.'
Peak Demand Growth

(Megawatts)* '

u

'f

.
.

!l

9 /
' a

p he demand Y

:i

79 19 7 79 79 7

..

|j scheduled completion dates of four lignite units and the Allens Creek nuclear unit have
q been moved back two years.
': These extensions reduced the construction budget for the three years 1981 through
1 1983 to $2.4 billion from $3.3 billion. In 1981 the company projects it will spend $691

mihion under the revised program. HL&P spent $637 million for construction in 1980...

!| However, these extensions also result in increases in.the estimated completion costs
;'

of the five units. The projected cost of Limestone Units 1 and 2 has been increased
, S159 mi!! ion. The estimated cost of HL&P's other two lignite units has been raised by

S382 million. And the projected cost of Allens Creek went up by $230 million. The com-
pany will be closely monitoring factors affecting the revised construction program and
will make appropnate adjustments as circumstances may dictate.

HL&P plans to complete 3.480 megawatts of coal and lignite and 1,970 megawatts
of nuclear capacity in the next 11 years. It increased its generating capacity to 11.607
megawatts in June when it completed a third coal-fired generating unit.

-
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[ Ugnite Units Planned
*

f HL&P has four lignite units in the planning stage. Site X, as it is now called, will have
: two 690-megawatt units scheduled for completion in 1989 and 1990 at an estimated
i cost of nearly S1.9 billion. The lignite will come from deposits near the plant. Utility.

Fuels is expected to supply the lignite with a third party doing the actual mining. A site
for the plant will be announced in 1981.

Groundbreaking on the company's other two lignite units is scheduled for 1981. The
Umestone Electric Generating Station will have two 750-megawatt generators sched-
uled for completion in 1987 and 1988. The Umestone plant site is in Limestone County,
about 120 miles northwest of Houston.e

.

Coal Unit Progressing
;

A fourth coal-fired unit at the W.A. Parish plant southwest of Houston is on schedule.'

Unit 8, a 600-megawatt generator, is scheduled for completion in 1983. Unit 8 will differ
i from the other three coal-fired units in that it will have a flue gas desulfurization system
! or " scrubber.'

I

Allens Creek Making Headway

.

A long-awaited public hearing on construction of the Allens Creek nuclear generating
.

station began January 12,1981. j
\
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A 1.200-megawatt reactor to be !ocatea about 45 rWes svest of Houston A!! ens
Creek nas experienced many de!ays Some have been causea by the obstructive
motions of people opposed to tne piant and tne iack of hcens'n9 action oy the Nuclear
RegutatCry Commission after the accident at Tnree M,:e istana

The hearing is :n the first of two phases The proposed site and surrounding environ-
rrent are being Considered in the f;rst phase Pubhc "eatth ano safety questions wm be
c^>nsidered n the seConc phase

Tne heanng wth extend past mid-1981 HL&P nopes to get a construction permit n
1982 The $21 odhon plant is scheduled to be coerational in 1991

South Texas Project Moving

Weld;ng and comp;ex concrete pours have resumed at the South Texas Project (STP)
after being vo'untardy stooped early in 1980

STP is about 80 mdes soutnwest of Houston in Matagoraa County Be $2 7 bdhon
plant is jointly-owned with Centra Power and Light Company ana me cities of Austin
and San Antonio HL&P ,s pro;ect manager and wdl receive nearly 31 oercent of the
e' ectr |ct/ rom tne piant s tac 1250-megawatt units The un4ts are schecuied to bef
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operational in 1984 and 1986 However the validity of these dates and STP's current
estimated completed cost are now being evaluated in light of the effects tne suspen-
sion of work has had on the propct The study will be completed ir mid-1981

On Apnl 30 the NRC ordered HL&P to show cause why safety-reiated work should
not be stopped until the company addressed NRC concerns aboot the piant's quahty
assurance program

The order was prompted by an NRC investigation it made in late 1979 and earty
1980 of the effectiveness of *he oroject s cuahty assurance!quauty control program
The report stated that the program was not comolying with corrmission standards As
a result. the NRC fined HL&P as nolder of the construction hcense of the plant.
5100.000 whiCh was paid May 23

Dunng the investigation HL&P and the plant's builder. Brown and Root. Inc . voluntar-
ily stopped complex concrete pours after problems were identified with sorne pours
Complex concrete pours are piacements in areas wnere at : east 50 percent of the vol-
ume is reinforcing steel. After more review. safety-related structural and pipe weld.ng
was also voluntanly halted in Apnl
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Since that time there have been a number of encouraging dev'elopments. In July
h;g.;g'3

s
-

.;9, .,

i. '.' qHL&P answered the NRC order stating it and Brown & Root had made major changes
!J<R '..S.C O; J~in their organization, personnel and procedures to assure STP construction practices

are in accordance with NRC requirements. Q'M [.The NRC acknow! edged, at a public meeting it held in August to discuss the compa- i.r; . W ;

'.(.
Q ./+

,

i'
5.i <. ' C:f y : 7 ;. .' y.r. g

ny's response, that HL&P and Brown & Root were making substantial progress toward ;, . f
an improved quality control program at STP ;, c

.

Executive Vice President George Oprea. Jr., who was responsible for activitics sur- -f D ; e ,( .5 ~ N:,7

'7. .% . S t :-?

$' .
'1 [. ,.

rounding power plants and fuel acquisition, was reassigned to devote all his energies to
,, ,.

overseeing the company's nuclear activities. .. $
.

[...H ' " 'Later in the year.Jerome Goldberg, who has more than 20 years' experience in engi-
/ 7 .'. . Lneering and construction of nuclear facihties, was hired as vice president of Nuclear N '."c A..-

Engineenng & Construction. He reports to Oprea with direct responsibility for STP and |::c .L. ;. . ' .O: ,

other nuclear activities. 2;f?.c.p...(.,x
.~

; - .. , .,
. a; .?
._ ., s s- :

: Construction Openditures (Millions) |: j 2 :. . :;
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| In October the NRC a!! owed HL&P to restart limited structural welding and hfted ai! i c : 9.j O i l
i' limitations on such welding in January 1981. Later that month it permitted resumption ..? T'.H 1 >.@-

of pipe welding and complex concrete pours with some limitations. 1( 1 s;- ; * ,,

i NRC licensing hearings will begin in May to further review the quality of construction c '.c ' . ' e ;.,: M. ; .

y$s
|! at STP and the actions taken in response to the commission's show cause order. The M .: ' {p;'. ?

'

ii hearing will also air the results of an NRC inspection of HL&P's STP operations on and
? .y._;3 g,.}#}.

. off the site. 'r; ' ; /A-
,| The company looks forward to work on STP without any limitations in the second

f}c.i.McT)%N
i:
f. M- ,6|' quarter of 1981.

.:e .:; ., . .
x, 7
.:

,, ::; ..
_

Generating Plant Construction Program {:g} g
;' Estmated O' .~ t '.

|! Urut scheduled Estmated 3 J* - '

#
, kP ,$,"Capac:ty in-serwce Cort'pleted

Plant (MW) Fuel Date* Cost (trullions) -:.c a^" av
w. A. Pansh No. 8 . 600 Coal 1983 $ 400 : ;.bj[ / 5 " (k. .

^[' i - 8south Texas No.1. 385" Nuclear 1984 '
832

|. ' ' d .t. ' - .j. f. "
-

south Texas No. 2. 385" Nuclear 1986

.1 i . 'e '.[ . ' . -.>..i
Umestme No.1 750 Lagrute 1987 -'''i' ~ :- .. s-

1.600Urnestone No. 2 750 Ugrute 1988 c- ,

sde X No.1 690 Ugrute 1989

' [J . .
M ~$' ' < $ O1.870 i

i sde X No. 2 690 Ugrute 1990 .. . -
4:. L'a .f - |c ,.s .s , . .,

ARens Creek 1.200 Nuclear 1991 2.090 Y. . J . g
'

,

',. 1 |

j',g'g? @ +, ,ijf. 1
* Year plant wil be avadatWe for peak demand season. , g/.'1;] |;g

** HL&P's 30 8% interest in the prey-owned plant. y pq j ;, y
|
|

|
t

i

l
'

E.



__._ _ _ _ . _ _ _ . _ _ _ . _ _ _ . _ _ _ , . _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ , . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

.

'

m
,

,
.J

A - | aY* ' .. j ' .

-
'

. q . . ,

wp'
. p _.- p&.- ~ ..#' f

'

' M '' N. f.,'
'i

y . . ;- .- - ' T' N
-

'*
-

'

, ig, g.1,4 ' V . 3:6.t**-' k . 2, .
IN

. $. 4 .L. . ;|:,
' &r) w .,,f

,,v.. -}.'
,- -

~ qlya, f ' n-f* i .W ?'- ?.: % V yc 'QU - 1
-

.

< g(n. f yd . . s.9.a+ , - ' %p L.. .9 *
-

\#U . y# p /< .
. ) g; : J. , 4,y , . . W. '' ng, g-. '

sm y
- . - - vs ,, c w

. + . 4, Mf,w* ***i T.
.

,

I

.., ^

FN .{*
C*

-

,

%

,_ 2 -
J'

- 'd , ..e
. ;..-

,,

4 g s-
e"

,,2 - c . s y A t .,.,} * .-
..%m %.m-

o .;;,

A&p$
.

| } g- Q $ ?? pr y in, q , .

. i'|.'> A .x-e
,, ..

gg , ,7m % .) ; ,. fg'| y;[p w
. . ,4, k as:m@g ,W,%,-sr. &. w' - - v- ..

. M.
e .

$ ~d . %

g ..$,x. . . p;y.n%::
a y .n ,-ms ,

n n
'

,

. , ... . ~-

IM . p, . j,ei dat a t'gw.7 igs
-

.
' ., g ;..' . +.s

) s f. :4uy. M 7 n;
.

.

gu. -myg,ggs numaj .

n b .t.p: _ p & ;p ;- g .7,9f,! pep % g::g 4
,.

.- Yg 3p;. . .3.;.).. g%:
s ". .

, - < - ~
.

.

.

.tW. .,; g. y 9 v;
'e ,3 n|has,, . . {. . u. , u. . . o

.

r -;%z' j'y ;; - :| j. Eh< y }.?.:.''f;.. . n..&. '4 ;'[+4 ' ,[;i
-

.
..

,:[
. y..'

. 'h
,

. Q| y. y G -a|s.
.

s4 ' ;, ^ '|,W,i k . 44wg.g '
.

,
.

.

..k . m?_.h, ff., '! ' !%s -

ff.m|y.[ .:

&m . .%.9
._ . . , 4 m.

n;Q,;;,;J .; q ,,.. ,34|.;'|e=mr.se -
- , ,

g ..s:r $ g. .;N -
'

5 'y p 2-
.-r .: a ,- ..

i I h, n n a a.k .I ,
[m a%

hkk@hif).f@(.(.kM'wg.;p ,;[L.hM. ,n .1

.u.

,r: . r:6 M- 4 q.s

k' l'

7 , m .u. ' " w:n*,s w . . u.
.g c .bf. %;,L : sy ;f.n' T'.Y: }|',Y:)..j. _ @ _ . . ' . |: .'''?.e

*1** Q.y:-;..y[e:[ L,.! N e % ::.:pg$4:&y?;& '1
,
|. .; *

_

.

, _ gg yig | ;:

4' ' . u

(.. .h . di...f :. 6 g ,. k. M. . [ [..M ..... (e,.y h . . . '[...... . ' {.c..j;'I.[-]k..!',[w.M.f
" - ' '

:vi,- ...*9t.- ,
-. ,,, ,. d

.

, c. ..

u. . = ..
.. -

, ..

j,. 9
- . -i

w ;.. ps.. m .. g, w~. g|. r n" L ..| .;:'_] . ' ' ..s .. j & + W[. q. 4. < u .
.*

- --. ~ <-
-

A .}1 . :j, ..:' N j..; .1.:.f : a i. :.. ' Y% ^ . . .,
' b.:,y f^

. s_||.t: . :. '
.

hy.;_'s .[ %v|. ~. . ew ..;f.*|-
E ' ' 4:.

.

_ . : [.4 5 ? ) '| _ };; .f.| 6 |,}_ | ~;.:.

Q.('.
'' '

. :w : . . . r2
. . , v , . . . a: ;. us. ;+. .

.; :.a . ;a. ,w. . .. . . ... .
. . . ..

f '' - '

.

.

'
' .. w,: ..g~.|_t ' '* r . . ; 7., w . ,.' a .: w. -~ . . ; _e, . .

. uwm. . u. . x. .; . ..
. ..

:
\, %fj '& ?| [f,E's ':$ '. {; ') C.$ ,? -[^ , |:i | | . '[. 4:' ' E * '; .?fQ '..s.% : ~ r. ? ; . ; . \, .?.E * ? : . |-

..
.

$.-
'

k .
.

! $ .

-
'

fp h g;Q.h.;& M @$ w$ C h ,M d P Mmnnwn .

+ n.y p-. m . w . a x w ;< e m 1 y. -

. *..; 7 x u.p> c. n ..

,.
__ . & ps,L C Y Rf

s. :> 5: q. ;. ;,

Q ' . )g[g;9.q y.:
.

-

, ._ _ ,
E

.

b |'s M .| s.'

hhk& khY}r . L , J y
. . y'| . . .] L g .9 y ?

4 - >b '.

.Q 3
'

| .

"
.

-

,3.

esihk%mumbhNV
m y e g 4 ~ w.~ i . e g m y m -gm x

Mwyg pw pa,mw,n x
U .j [ k. 1 u , w e c ,n * ,~ ie 9- 5

' * ' Q . w m}. g ; 4 ]9@4,1#
:e a. n .

'

;Q3..
.

if f Q.M?
. , .

;.

a___. _ _ _ _ _ _ _ _ _



_ _ _ - _ . . . _ _ . - --

:
-

Our Fuel Mix is Changing Rapidly

p HL&P is moving steadily in its efforts to convert its fuel mix from one formerly based
p entirely on natural gas to coal, lignite and uranium. The Fuel Use Act of 1978 pro-
y hibits the company from using gas as a boiler fuel after Dec. 31,1989 except where
i. some exemptions apply.

HL&P is strongly supporting legislation to amend the Act so natural gas can be
burned in existing gas-fired plants through their useful life. The projected fuel mix for
1990 assumes that the Act will be amended.u

p Coal and lignite are going to play a greater role in the fuel mix in the 1980's. HL&P
E burned nearly 5.8 million tons of coal in 1980 to account for 17 percent of its fuel mix.

In July Utility Fuels began deliverir.g coal to HL&P from a Spring Creek Coal Compa-
ny mine near Decker, Montana. HL&P's other source of western low-sulfur coal is a
Kerr-McGee mine near Gillette, Wyoming. When its fourth coal-fired unit becomes

j|
operational in 1983, HL&P expects to be buming about eight million tons of coal a year,

| which will be 23 percent of the fuel mix that year.
*
.

; HL&P FuelMix

|
-

TOC % Gas 82*. Gas f % Ost

i

:
* 1977 1980

i
*

4

18-

Yriscoat

l
1

Coal transportation costs continue to be of concern to HL&R During 1980 coal haul- |

ing rates charged by Burlington Northem railroad from Wyoming rose from $17.93 to l

$21.70 a ton, almost twice the cost of the coal at the mine. Burlington Northern was I

Icharging $22.73 a ton at the end of the year to haul the Montana coal.
h in February the company was denied a hearing by the U.S. Supreme Court on its

] appeal of increased rates imposed by Burlington and approved by the interstate |j Commerce Commission. '

j The company's plans to use Texas lignite at mine-mouth plants will provide some |
'

] relief from high coal hauling rates.
) When all four lignite units are operational in 1990, HL&P expects to be buming about |

J 13 million tons of lignite a year. Together, coal and lignite are projected to account forj 38 percent of HL&P's fuel requirements that year.
1 Oil's share of the fuel mix is not expected to change significantly as long as ade-
L- quate supplies of natural gas are available. Oil will represent a small percentage of the

fuel mix in the 1980's.-

R Uranium will not become a factor in HL&P's fuel mix until 1984. By 1990, uranium is
projected to represent a 6 percent share of the fuel mix.

The percentage of natural gas in fuel mixes of the 80's will gradually decrease as )
other solid fuel units are brought on line. ||,

|, The average cost of fuel continued to rise in 1980, from $1.71 per million BTU in '

1979 to $2.06 in 1980. Fuel costs are expected to continue to rise in the 80's.'

|.

|

)
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We Must Buy Power in the 80's

;

|
'

HL&P will have to purchase substantial amounts of power to maintain acceptable i

reserve margins during most of the 1980's.
'

This has come about as a result of delays in scheduled comp'etion dates of a num- !.

ber of generating units and the extension in the in-service dates of five of HL&P's
generating units. The company has considered 15 percent an adequate reserve to
ensure reliability.

To maintain at least this level, the company has entered into purchased power
agreements with two Texas utilites. In July HL&P signed a contract with City Public
Service of San Antonio to purchase varying amounts of generating capacity over a six-
year period on an as-needed basis. HL&P can buy 200 to 500 megawatts of capacity
during the years 1982 through 1987.

'

In December the City of Austin agreed to increase the generating capacity available !

to HL&P from 500 megawatts stipulated in an earlier agreement to 800 megawatts,
and to extend the former agreement two years through 1987. HL&P bought substantial
amounts of energy from Austin during the record hot summer.

] ZS% Gas i% 01 72% Gas i% 01 55% Gas f % Os

i
n

I'

f983 7985 1990

|i

l 19
% 6% 38% Coat a

23% Coat 4% Coal Nuclear ear Ugmte

Both contracts serve the same purpose as if the capacity were installed on HL&P's;

4 system. The company is now looking for more sources of purchased power for the
b late 80's.

f Load Management is Atop Priority
s

i Pursuit of an aggressive load management program has become critically important to
e HL&P, in light of :.he changes in its construction program.

4 Successful load management and energy conservation programs can help hold

] down peak demand growth which reduces construcdon costs and financing.
Recognizing this, a Load Management Department was formed in June to work full,

; time developing programs to control peak demands beyond those the company has
; employed. The department is now actively considering 19 separate programs for con-
j. trolling peak demands.
L A voltage reduction program will be started in the summer of 1981. It will be imple-
L mented only during critical load periods. Voltage eduction is expected to lower peak
'

demands by 250-300 megawatts
The department has begun an experimental prograni called "SHED." Radio com-

| mands from HL&P's Energy Control Center will raise settings of set ' ]/ set back ther-
'

mostats installed in a test group of homes and businesses du ing hours of peak usage
in the summer of 1981 to reduce air conditioning loads. Its effectiveness in lowering'

demand will be evaluated after the summer.
.

._____.____.__._m . _ _ . _ _ _ _ - - - - _ m_m._a-__ _ _ _ _ - - .___._.%m,-. .,- mew e ew w_ w..._w..,-_.4., -..,.-..-..e_ - - - . _ - , . e.- - - w..



in November the department began studying how large build y air conditioning
loads can be controlled without adversely affecting comfort leve,s

The department is also considenng several other programs to lower peak electncal
demands. including special rates for inaustna: customers who cut back usage dunng
peak penods

in 1981 the Conservation Activities Department wH expand and moaify its in-home
energy audits to conform to the Federal guve rnment's Residential Conservation Ser-
vices (RCS) requirements The department is now increasing its staff for these RCS
audits and will begin offenng them in the summer

The company upgraded the requirements for Energy Checked homes. which are
aesigned to meet energy efficient standards that result in lower peak demands Forty-
three percent of the new homes built in the service area in 1980 signed into the Energy
Checked program

More than 17.000 customers were given advice on saving energy in the home
through meetings. individual consultations and telephone conversations in the

b
hansmossion 'tre const'uct>on acts Ay &m te heaiy n tne 80 S JCO'"e/ man Lmeman Rau Bossey es somog on a 138 000-voit .one near <arv Texas
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commercial area. more than 450 walk-through energy audits were made of area
businesses.

The Industrial Activities Division continued to help industnal customers form Energy
Management Teams to locate energy waste.

Environmental Expenditures Growing

Expenditures for environmental protection facilities will increase dramatically in the
1980's as HL&P burns more coal Up to 35 percent of total project cost for new coal
and lignite units goes to environmental protection

in 1980 HL&P spent $27 million for environmental protection However, it expects to
spend rnere than $212 miilion in the next three years.

In anoiner environment area, a federal judge vacated in November a 1973 court
oider that had required HL&P to ao extensive monitonng of the biology and water-

f quality around the company's Cedar Bayou plant.
The Environmental Protection Agency was corcerned that the plant's Cooling water

discharge might harm the quakty and aquatic hfe of the water in a nearby bay The
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company had been ordered to expand a monitoring program of the plant's cooling
pond and the bay The plant draws water from Cedar Bayou, passes it through its
condensers and discharges the warmed water into a cooling pond that eventually
empties into Trinity Bay.

The monitoring demonstrated that no harm has been dor.e to Trinity Bay. In fact,
Cedar Bayou has benefited. The ruling will save the company more than $400,000 in
monitoring costs planned for 1981 alone.

We're Active in R & D

in 1980 the company created a new position of administrator of power system projects.
The administrator is now working full time to examine the economics of future genera-,

tion and alternative fuels projects for existing gas-fired units.!

In February 1981 it was announced that Houston Industries and ARCO Petroleum
Products Co. will study the feasibility of building a cogeneration plant on the Houston..

j Ship Channel. The electricity produced would add to the supply available to utility
j customers through an existing network. Steam would be available to the ARCO Hous-

1 ton Refinery and nearby industrial customers.
1 HL&P continues to help fund fusion research at the University of Texas through the
' Texas Atomic Energy Research Foundation, which sponsors the UT fusion research
3 center. A new machine designed to contain the fusion reaction was completed in 1980. -

1 The Texas Experimental Tokamak (TEXT) will be dedicated in 1981.
4 The Commercial Research Department is monitoring the energy consumption of
: several test homes incorporating many energy-saving components. The department is

comparing their performance to homes similar in size and design which do not have

i Number of Customers
] (Thousands) '
! 22

l
:!
'

l '| 1 i

i'

i

1976 1 17 19 1

additional energy-saving features. Data from " Project Conservation' through June of
;! 1980 has shown the test homes consume an average of 31 percent fewer kilowatt

E| hours than the conventionally built homes. Monitoring will continue in 1981..

Commercial Research is also testing the effectiveness of programmable set up/ set
back thermostats and will start a study in 1981 on solar assisted heat pump systems>

for residential use.
in addition, the company continued financial support of the Electric Power Research,

_ institute (EPRI) which coordinates major research efforts of both public and investor-
owned utilities.

Interconnection Agreement Made

in June the company and Texas Utilities Company co-signed an agreement with Cen-
tral and South West Corporation (CSW) ending a four-year dispute with CSW over
whether interconnected electric utilities of the Electric Reliability Council of Texas

,

(ERCOT) should be connected with others.
HL&P is a member of the ERCOT system which operates within the State of Texas.

|-
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if the agreement is approved, two direct current transmission lines would intercon- , . - h .,

E ; d. kg ;[nect ERCOT with the Southwest Power Pool (SPP). The pool includes utilities in Oklaho- d
:.4. W'4i ma, Kansas, Missouri, Arkansas, Mississippi. Louisiana and Texas.

F ' . Q[.j.G$
)

&hThe proposed interconnection is not expected to materially affect HL&P's construc-
D M .9!?ftion costE or the reliability of its service. The Justice Department, which has been,

2 h .1 [M [. I
'

granted intervenor status in the Federal Energy Regulatory Commission proceeding,
S 'W i
D %[]K.6

is generally opposed to the proposed settlement Several months of review by a 1
.

: number of State and Federal regulatory agencies are expected before the agreement E 7,k

a : g .3.7. : h # m.4.s$c
'

. becomes final.
s .. . .. w .;

.

We're Communicating to Our Publics ]g.pp.E'Jg.g
M.y[. N[b !Yl.M. ?! The Public Affairs Department strengthened its nuclear information efforts in 1980 by

{ y[ adding a communicator with a doctorate in physics. To he!p its own people better
j' understand nuclear power, the company conducted an open house of the South Texas

]@Cy.;.9 @p | ~G/'-|
. ;Ap s.c. A;

Project. More than 10,000 employees and their families toured the plant October 4.
'.

-

The South Texas Project Visitor Center operated throughout the year and nearly e.gg.Q.N;f.; j
; 16,000 toured the center. It houses displays, working models and an auditorium fof

f'$kd'V .' i.f .:
9-

4.

. . -E. ' E ' "viewing films about nuclear power. Van tours of the construction site starting from the.

center are also available to visitors. % eWs 1.t.
Also in 1980 HL&P ran four advertisements of its ' Electricity in the Eighties * series in b W .' 3.l./..CI T |,?

area newspapers and magazines. The ads discuss the challenges HL&P faces in the 49 9'T.M ? 7
'

|- areas of power plant construction, fuel supplies and environmental protection. Skih?. i;..j ,..
.

%(,'jf.),'.f 3);,#Advertising continued to urge people to conserve. Customers were asked how they f.? :
4''

were conserving. Those with the best ideas were featured in television, radio and print

. h '.<ce .-N,F ' ' ~ t|- advertisements. Ads advocating the purchase of heat pumps, high efficiency air condt-
"

L tioners and Energy Checked homes were also run in 1980. 4 f. Q ,
g% 6 (f.%[. .

Volunteer employee members of the Speakers Bureau spoke to more than 20,000'

b @ ,, g;, 24 people in 1980 on energy conservation, nuclear power, coal and future energy
sources. 6 % w M. V ' -

dhp..y.c a
.@%;4.?S;t' .

About 1,500 civic and opinion leaders and regulators were given tours of STP and ,

the W.A. Parish plant. The tours enable these people to see first hand the magnitude of & ? '

HL&P's investment in new plant construction. 4,t:.'; g . 3 . : $
In the schools, Educational Relations reached more than 8,000 elementary and ;C.LQ :,: M ..,

-

|! secondary students with presentations on the basics of electricity and energy '

.{ ]..y,g -J

: f <.. y; ' W. . .. ..h
:y ., .

' :.

., - .

Greater Efficiency is an important Goal 03.

.

!
$ g ;[.J.3 f i w ;%d . .J. M

in June the company completed an analysis of its operations that it began on its own
initiative in 1975 to improve its efficiency The study was made under the direction of a
management consulting firm with the cooperation and assistance of special company }.YN 1// .'fi.{. # :
audit teams and the company's Operational Research Division. p. L y . ' . - O.-

*

As a result of the recommendations made by the study, HL&P has made a number 7,. C t g, f 7. L

y.FM.' :f y, fio y
of organizational changes, cegun new programs and procedures and modified or

.

%.' : ~ -r31 ]eliminated others. These changes have saved HL&P about $10 million, not including
intangible benefits from improved organizational efficiencies and communications. V;' N 4. f . M m

)To get maximum production from its older gas-fired units, the company has created 5 ~ .e .1 . . 1. . " k'

# Fa " Unit Availability / Reliability Task Force." At year's end more than 150 megawatts had j7 r L +. 1
been recovered through modifications of these existing units. The task force will try to s S ~ .> ^ - l. c

Q;)%g;,X A ' j ..-. . b } f.J. $:
'

recover more megawatts in the next several years. t
.

To save on fuel costs, the company began participating in a power brokerage sys- .j;.
.

'

tem with other Texas utilities in September 1980. The computerized system allows (g . g v .. E |.

HL&P to buy or sell excess power at prices economically beneficial to the company Q:. > Q.f ~ '

Savings in fuel costs to the company in the last four months of 1980 amounted to Q. W Q: ' O ~
-

9MZh'W' .' l - ,

4 + C '. ?S160,000.
To more efficiently handle the increasing number of customers' calls, the company

installed a new call distribution system in the Customer Service Department. |
' ~ '

' ----_---- -- o_ --- _ ------------ ----- - --- ------------ --
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rimary Fuels' production and earnings were down from 1979.
PFI's revenues were $40.4 million compared to $40.9 million in 1979. Net

.,

income was $3.7 million compared to $11.5 million in 1979. This was a contri-*
>

.
_

bution of 10 cents to Hl's earnings per share compared to 34 cents per share the i
'

d
A q previous year. |

M4 Production totalled 14 billion cubic feet of gas and 204.000 barrels of oil and conden-*

'

g%_ sate, compared to 17 billion cubic feet and 227.000 barrels in 1979. Average daily pro- !4Q'~

ducdon was down to 37 million cubic feet of gas from 47 million in 1979. !

M Net income was down for several reasons. Depreciation, omletion and amortization |
9 increased S9.5 million. This was the result of a substantial investa.ent in wells andx
'

equipment in its partnership with She:I Oil Company.%

PFI invested S41 million in the Shell partnership in 1980 while revenue fron produc-
A tion was less than S800.000. This disparity is due to the fact that significant marke

ing of oil and gas did not occur in1980. More wells and pipeline facilities must be 27. , , ,

} completed to start marketing of the 11 new fields discovered during 1980.'
,

g Higher costs of borrowing plus more debt increased interest expense by $1.7 mil-

;[. M - Y lion, while older properties and inflation increased operating expenses by $2.1 million.
,

'N PFfs per share contribution to Hfs earnings was also down because of the 17
f g .M percent increase in the average number of shares outstanding.
ce % Gas was sold during December at an average price of $2.87 per thousand cubic

Pnmary Fuels Netincome (Millions)

:

d

Mk
-~..

a; w : 5; h!a

,

feet, after all transportation charges and other adjustments. Oil and condensate were
selling at $26.38 per barrel. This compares with S2.29 and S14.07 respectively for gas
and oil in December 1979. Gas and condensate from El Gordo,' the most productive of
PFl's nine offshore fields, accounted for about 73 percent of its 1980 production.

c

.. .___ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ ___ _ _______ _ ________ _______ ___ - - _ . - -
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Higher prices bolstered PFI's income from lower production. Primary Fuels renegoti-
ated its contract effective April 1 with Houston Pipeline Company, which buys all of El

L Gordo's natural gas. The amended contract enables PFI to obtain the maximum price
allowed by Federallaw for its gas.

I Offshore Activity

Primary Fuels has a 50 percent interest in a joint oil and gas exploration and production
venture being conducted offshore along the Texas Gulf Coast. At the end of the year,

'

33 of the 64 wells dnlied since the venture began were commercial producers and 30
were dry ho'es. One well was being drilled.

At year's end. PFI had a 50 percent interest in approximately 71,000 acres of

h offshore leases acquired from the State of Texas and 5.800 offshore acres under lease
p from the Federal govemment. PFI acquired 11.600 acres of offshore ieases in 1980.
/ Approximately 12,150 acres will expire in 1981. Of the 1980 acreage about 25 percent
i was held by production.
|

(|

} Primary Fuels Gas Production

) (Billions of Cubic Feet)

I fta?e t9?? !a're |g'?g ?$
' '

i. . Primary Fuels has drilled three wells on the Federal tract. Additional wells and plat-
] forms are planned for 1981. Production from Clear Field began in March 1981. PFI has
!! an active program for exploring and developing the remaining State acreage.
l
i The following table is based on reports made to ca.

Primary Fuels by Miller and Lents, Ltd., independent condensate
Na al and N alj oil and gas consultants. c ,

(MMCF) (Barreis)
]|| Proved Developed and undeveloped Reserves.

As of January 1.1979 . 88.666 1.035.094
. Revsons of Prevous Estmates . . 4.621 101.048
'

Extensens. Dscovenes and other Adotons . 4.613 771.353
rj Producton (17.064) (227 071)

l As of Jartary 1.1980 . 80.836 1.680.424

H Proved Developed and undeveicped Reserves:
As of January 1.1980 . . 80.836 1.680.424
Revsons of Previous Estmates . . (3.302) 98.549.

Extensens. Oscovenes and Other Adotons . 5.895 172.832
Produchon (13.666) (204.352)
As of January 1.1981 69.763 1.747.453

| Proved Developed Reserves:

[
As of January 1.1979 . 88.666 1.035.094

'

As of January 1.1980 . 80.679 1.598 532
As of January 1.1981 45.378 1.538.001

h
.
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f Onshore Activity

Primary Fuels signed an agreement with Shell in 1978 to be a limited partner in Shell's
; oil and gas exoloration and production in most of the continental U.S. At year's end, PFI
! had participated in drilling 152 wells with Shell. Forty-five were commercial producers,
i 13 were being tested,32 were being drilled and 62 were dry holes.
'

The investment PFI made in the Shell program in 1980 reflects the additional money

] required to drill very deep and difficult prospects today.
PFI believes that the Shell program provides access to good prospects that will5

j be very important to Primary Fuels in the next few years. Therefore, despite the sub-
stantial investment made in 1980, PFI has exercised its option to remain in the pro-,

j gram in 1981.
i

|

;

'

Primary Fuels
Offshore Acreage

,

a

I' a

i

b
b 29

,

r

b M
' *..

i *
j ,a e

i d'
. g.

#
's

| =
.

| e
|

!

s,
5

l
,

,

,

- ..



. ) i
i

.. .

i

|
|

w umb k ph.1

'

L

gm.,n:6pmg+g%.w.m.wgm? .
.

c,a. ~,p:n.m%ss,.ps&n m,.,wgg)m..an.M:.S,p,%w>.e, p.s&y.a fh,y:a.pkyd., g4
- 2n v,s.

f.gM-%1 A#4,y4,
+ m m u.z. ,u x % n;z y .y'fi.y[: n:M p g,. w@ s.vi, q {qq.p,.

a
. p:gy . . . .

m n h,;:.w.t e , g d ff. V-Q p
.

.:'- n +..Jy m
' %N, .y'Ah, Ny;.;MAf@ ; +it

.w s

w .M.M.
N. t vg4 .ymyyym. en.

...;. p ;. & . ;; y :. & wm . y . m* ~.:,f " l tv :.k y .s.:. s y w a f .,,..,y.y p W m
.s.

4g, .e
., n> u ,., . y.

~
, y' ;; , g .

t

~,

a, + , P ~ v , *.,v ,. W. e:W u . ) ,
, f r$.;y. 4Q.: y , '';, sn !,< * ,.n
u .' rs?. ~ Q. s : < .. , ,& - . _ ~ ee.

s';.s,.p >n . m .~ t. ts,.*.

.

, y
.

, r.-.s. , '. a ; .1 :?- . y g-71. . : . .;''do(. 9 4. ., ( , q ) # , ' , , 3:$_, f. ^, p ?
% a -

, :s'' s *::... * , , ,

. g .,, . , , . y y 7..[ i ; .,,.''i **- -.-'

_v w ... j ya . -

,T,
. ,s. ; ..s .m..

e <. , s . .g .
,

' s

_8
*

s
+

, ,
e.

..

k.
''

; v, < .

. g.

, . .
. s 2.c - . 3

,,
wp.u .. .:

.

-

_ y ' tg .
.

. .

>
, : . .

. .

; . 4. .;~ .. .

.

y.
f.-

'

. .

. .
.4,

- . p
,

. ' .' * 4 ,,.,
g - s,-

.
un e

7. . .,"
;= , . ,

< s. '
;

.. .t - . g.g , . . g ; ,

*
'^.

,,
-

.-

..
~

,% .. _,
- ,y ..v.. . .

s .- . .. . .

. .

. m..

. u A_k# n . 4y.whuw*
'

i .: . - nmvv w-
. .~.m, :..y .;.,y'f; 9 . 3.~.%-

n .

'.& k N
. = .. y e

. 4
;p,_;, a .n .g, ;.-? w- w

. . _i 5 f. 4%.*."
', , , ~ -! .:e- 4 ,,,A

. . ,r - .u. , .. g_ ..B ,.
,

5 :f. .
,

a . ~.m .~.]h. g.- ,.,> . y' .
.g. .~,&{WQ

,

f. h .-

. . y cp-- . % .?
.

.
.

- '%pe " : . .. i. f.L'

. ;. . .

h
' Ly. _ Ys_R_k$$tk3R _Q W Q W !?a v

h i
._ .

g.$ M.p .. .. .
..n.. . . ,

.

.f .

L....g..ff $.,.:
.. ...

.

.

. ..

~~ . n=- _f k. v'a_.A^ .

. _ m & .,k,h.55
-

kY 5 f . m.A . . ..
.

.
h f,.

' '

4g ~ . .

. .%:; O - .- - o so v. . . y . .- . . , . .
~ - .s. ; ,,.. i .

;} pe

+ : - ; ; ,..e*| ;; ,' f';,,) '.-[ ,',, ,. - g, ,? *. . , .

**g
' g' |4

_.,. - . . T ' J ^ %yy${h:. . .' Q +$ % ,.J-Q*if ;Mr ?. y't n ..,.. e
. f- , .h- .;

..:
. . . !.Q*; 4', '"|.oV. * *f .%''|.*es ' ? '* & '>'

.
.,-

. . .Q _

-

..* .
.

4*^

*
-

. .
.....: . y" . . s. ..Y A ,. . -

iA oy
y, m . .;? - f n,..;.t . c- [..' ,:

. A , -t . $ . ,..._ G
. ., - t 4 , . g . ~ -

-d. i , ' $%. 1
- , -.

:.
4.... ,y*.je~ p., * .j ..'3

- .s .***

.f
c,.'..

. m ..-

. . .

,,.
- 9' . < .t . .e y.

. . .. . .. ., .; :.
.

?.

m: . . - K ..e, . ..g a- : e ..
.,

-h J' [ . ": ' '' -

s .;. 3. y % a,, &.}-} A' .̂. M. .
}

* * *
3* ! . . ._

9 . . & ..
--u

; "

'
. . . . Mis.i, n,.W.., . :

. . . . .
, . s.w.

h* '' 'o . ~ M :.
;

g ;.J - v.
.

Q . *g ' - ) --M .),4-
.

* :,,w ; a*' s.. ~~
-

us.. . . . . . .
VaC jf g .' ~

' ' t,r -. j .
*=

., . , .

, g ,x
, , . .y ,3 ,. . ,, , ,

.

sJ..,. .m >
. w. . a,. ~

..* : . . ''L
.. . . . - - . . . .,

-

* : .. .

.. __ ,,[*; g .. ., ,.
*

t.. '

4 ;*
e . % .* NE

.

5-.-
. . 4 . - ,, - < 49 '. - * . . .

Y ;
: ,

'
'

.

. . f. .s. . .m.. ~ 1 s, ,+
.

,, .. . t v..
.

I _ _ _



- Utility Fuels, Irsc.
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|
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|5
|v

- -- y |' :|
' -U * M FFs net income was $3 5 mukon down from 1979s $4 8 mahon This was~

,

{>' a contnbution of 9 cents to HI s earnings per share compared to 15 cents per
share in 1979 To date UFl hac operated onmardy as a suppher and tran-

i % %f$% ,.%
, sporter of coal to HL&P under an agreement signed in 1978.| 1 % .. =;. ..,g

k.x UFFs undertaking this function saves money for HL&P and its customers This is
3 .. jj- f ' ~ .' *4 because it can take advantage of financing arrangements not avadatie to HL&P
.ig A'Y ;g~. because of its financial requirements as a utihty In addition. UFl s making the substan-'

A
| 7 .. jnQ;#- ; , '. tialinvestments needed to supply fuels reduces HL&P's capita! reauirements. An!ch
|th. %z'].g has a positive effect on HL&P's financial viabikty.N. r

| ;.p c ., :; g .7 UFl began dehvenng coal to HL&P from Montana in July Utdity Fuets has a 25-year.c 4

| dTb; .Sdh j contract with Sonng Creek Coal Company for 1811 milhon tons of coal in Apnl. it
b .! [;). [ '. . 'j :=j. extended its contract witn Kerr-McGee Coai Corocration for 40 mdhor tons of coa!|

!
7 g..c| 4 f > c43 p.. through 2003. The contract would have expired in 1980

,

' ]:QM.S.[..y
- coal-fired units through the turn of the century UFi dehvered 5 8 mHhon tons of coa | to
.$ Tcgether these two contracts assure a suppiy of western iow-suttur coa: tor ML&P's

4 .:

jj gM h .a, .f '-( '? $ HL&P in 1980 When HL&P's fourth coal fired unit is completed .n 1983 Utdity Fuetsth b .p
.M pJ,.i ;)2.. g .s. . A expects to be shipping about 8 m ikon tons of coal a year to the W A Pansh plant

. .

, .

| MJ.[ ? I(*|Y
Ut:hty Fuels is now budding additional coa; handkng f acihties at tne plant to accom-*

..% D.'.$< Q(;
.. modate the fourth coal unit under construction there The Coal handhng facihties udl^

. g .;y; . .. '; c:... . ~ . cost at>out $42 mdhon. 31
. "

3 p ?j. : ' ; &..cl . 1,| In October UFl comp |eted :everaged lease agreements to acquire 720 rancars and
. V .$.{ p .,gQp'r 1 plans to acquire another 440 in 1081 througn additional lease agreements These

.

' x. . 0. " acquis tions wili increase the numoer of raiicars in UFl s f!eet to 2.520 Anicn is amost-~

, N ; }.: '.1%. 23 unit trains.
~

j M [' W i :,/.hj;
Whde western low-sulfur Coal represents all of UFFs fuel supply activities at this timea. ' .

v. .
.

Utikty Fuels wdl actually be dehvenng more hgnite inan western coal wnen HL&P's four'

W[2d..I; #.%g:. "
.K . ;

. .
pianned kgnite units are on kne.

.

. Yg [. UFI Coal Deliveries (Millions of Tons)
#
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UFl has a contract with Northwestern Resources Company (NWR) for a supply of lig-
'*

nite to fuel HL&P's Umestone Electric Generating Station. Work will begin in 1981 on
! Umestone's two units, which will need about 240 million tons of lignite over their life.

NWR will do the mining and reclamaton work for UFl. Utility Fuels will spend about $11
mi!! ion during 1981-1983 for mining, transportation and fuel handling facilities to serve
Umestone.

L Uranium

UFl has a small uranium mining operation on an 80-acre lease in the Shirley Basin neara

Casper, Wyoming.
Nearly 807,000 pounds of yellowcake have been made available to UFl from urani-

,

um ore milled near the mine through the end of 1980. The amount of yellowcake the
y, company expects to get from the project could provide the equitvalent of three years of

fuel reloads for a 1,200-megawatt nuclear plant.I

| Utility Fuels Operations
7

*
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Residential . 1. . .... 3.2. _f.M L. l ' .r. . . *7;:

a -
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. . . _ .; . . .
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^ C 790,715

.M. Mj951,546 9 ,3',:251. 59
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sOthe,r ElectiiciUtilities[!M.fsi:@,*fiQQQjggy%g.f.e .. :d@ 98i353 '.
._ 1 67.9.s601

~ . . ..
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" Total Plar)t lrwestment D.O$# 3,900,935 3,386:4631i
.

.!..' $:%DjdMk;r$~ f.@.M.T .M M1'4:.9 <Accumulatehl.Dedreciatidn f.i
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-W dM i.M
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. ' :e .o.64C11.,607 11,056. i.1.1.;,056r

. MaximUrn'Sistedi Lodd'{M,KW.om/ 3.%4c% pmW w%. %e.e.q@M,.
W7 C.i?.df%D W'

Electric,Plaat6n:Sennce Pert f JJTTWkWW WNT ^ + W
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The following table sets forth selecte_d fina,ncial data withTespect to the Company's consolidated financial condition-
and' risults of operations a,nd should'be read. .in conIuncti~on with the Consolidated Financial Statements and:the. -relat .-
ed notes included elsewhere herein. y ' "
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(,. ;(thousands of dollars, except per share amounts).: , , . .$.
, ,,

v. n;3-- . ~:, y ; Y h. .y bl.QYear Ende' Decembsr 31 +
i AF

...m. .
. i / ,' .(, |~

;.9 :. | *is
- ;f

- .
~a -

d -'

.. ,

, M. , , ,.uT. ,t.e N., <a W. gyr;: cA, y b,Q.G |W;g%.. >
.s.~

M.,Ci1.9,s . . ''r%.M197p-.N,.. :,9, 9/8.hW,, j 977'. * '.M. . , 9.476 ' &. ., .
.,.- . , .

.

7
- 80 .- w. ,.

. .. .. . w .7.-% <,) ~
. _ y ,w , u .a s3. my q.p, x e -e v.y-

- c a'ups .'|Iv.4 d||4bg.l.'.$y,.@dd . ~$g36[2.64Z$1.,654;15Q$1;349:438 t$1:095~.561f>h$ .851f 74" 4(f ,7 ; 41
- , . . - ..3

1Seven

m$4'.11M *n$4', 7h @Q$3: 4 41? W{1U6,3.14s 'M.5$ M2d 12'6.D36 ' $ '.

Ehrn.ings'p'ershhe ,; y.%mdd$ .N6d,.k,83;981M$Q1.6.L8@'8[ m . . ,;$4$,S,VE,$,M.l.c syg. m 4e n%9 f.Mgg.; . c% www$.~4LO1
. T# 6.2s;.c.p.jg.Netilncom'e c.

I / 'M
' Cash dividends declared pery,c.. y-.w!.c441%y ~. a~N

n.. .

$ M . M w .W S2 C g@ SE36 Wer
~

Q .ys j f,

..ioinniionihare to ' ' ' ..LM)$. NR lyrn on av'eragEcomr;no'n'edu$.blMhMjGi6W Mh1M4W D@$2512. t nW/ $!t8F ' , 4 $1{6tU53@ l I 14.9%. ' 15.0%
. , - - . ..c . . y -Q., 6, -

' ~J$38.04 , . ? ' $28 27; B'ook value per common.. share . g,QMcg%; . .. pfgg$34.62u$ g/JgM 4 y $3014: .
/-

., . . -

At y;ar7end;, ..

jg. $y..e. M cy % f $35i13 g? M
'

<

,

j . . . . .

h ;
,

' Market price per corn' mon'sha're: A|y! j[ M(p'$ @fO i$t' 27%-; ' ' /$' 30%W .$V28h
,

f$'i 9Ys: = $ 31%2

' 84% .
%?', j '

Market price per comrnon share \z , M& : W' .81& W? $.
'

-as % of book value_ . - . ! ' , .f.;t
., .

'112 %
. . d 83% - 98%

W Z. m. ? ,a '.<v ".Rp%W- W. WW. A. a.A ,'i d?., VC.e.hnh.t'% .. ; E MAt yeariendi. . N. / :c su sm -

,. -

> ' Total Assets . '.P...M:$.,.

MWN . ', SI..N6,.64f [. $2,719,865f
4. ',834',697 : ~ $3:314,671( $2,289,982s,p,$4432,938X. :2 ; M ,. VM

" W D M/ M %~7 M .339
~r. m~

S1 97,390 ' ,-$11,' 77 - $1;074,980 $ 950,310 i'L
_

Long-term debt of subsidiaries 3.. l J'iq $1,604,33
c - 1 ~s M;Mi pitalization:J " i I 43 : -

Cumulative p. referred sto, c. k ,. .QS7.f. ,'.m.%Cr&T44Q,e,2.&m@-]Q,.1|%'m..;NO3'9%.M.. ,k A,,iSaja.Wg n a. j>iF;t 50 D,jMf6g. . .
,

40%1h . e .. ,. d~dO% ' C,f. '1 S
Common sto'ci(eduity? " N . ,u

~

-

h n8..m,,, .
.

~

: a.m, 1MWw..w, - mwuS ,- .

" : 2.
S1N, e,. r.

w,m
i

1Long-term debt .l .? !:dd.?m.i.0.J.%.S.WwWWW:%N
sr 7 ,

j@s ,51 f35W-:
-

. dm wp - - .

; D/6100%?.y~Mh.,: h,n., ,. .- - - - .o. f;M -100%x . 1100 % - . , ..(,Jb,tal Capita. lization .'. p@, m. p.CdpF&;t00$;m;9 -
. : :.. cn . ..-

~: - e.
00 -J .r M u ,u e

. .-n ~ 9: . ~ . i. .

Capital'e@snd,ipres:Qt.W~OjMMMDWy@.pfEMM@k-@4Y. G.[fiMh*
;i?..

4 .Co. nstruct. ion;ex. peo,.ditu.r.e,s. lex...c!.:. AEUD.C) 7*?w bs W. cN ,
;

$309,775

, @OW. gas.:and mining;expenditur,es ^.n, y 5,p$h)NNrtMtu !.%.W% s%. ,$4, &1',5661
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General - O M a di " . _' .However, Primary Fuels' eamings in 1980 were adversety; j

, , . , . . . *
'

The Company's operating results have been mix | ed over tne.affect [ed by substantial expenditures in its oil.and gas ' xplora-
~

e
' last three years because.c' th,e _ negative pressures of increas-- tion program;without thefestabhshment of significant proved
ing construction expenditures dunng the penods of high in- reserves. In December 1980, based on a January 1.19811 '

flation and erratic electnc. sales' due to uncertairi' economic reserve. study of Primary Fuss'ihdependent odandigss con-
conditions, weather and energy conservation Rate increases, 'sultants, an adjustment for depreciation, depletion and'amorti-

Ewhich have been approved;and implemer)ted apprpximately . za!i6n]6f soproximately' $8,000.000 wa.s charged against

! > cial-condition. has.deterioratsdsi6h~e[a M.., n.Mdf$nani Girlfdesed[/once each year,.have a!! owed Hl!&Peto.keeppace with its ser- K incoma ir) Eddition', gasi5 ales did not keep pace with 1'tE
*

Oice' area's immediate needstfo'r7podbotats Yiting exh'hsssiThis"fsctoFcoupled$th I
ths h 0:sM, t a.MN,p.(d..r,d.a,s. '.'.i odipany.s'

. -
nbi.nge. W

, ffinanced fiomlinternaH9 gsEedtidf66difstr[%n[sitIns'andC 'iriT980'$r . 'C,FueMn a..v.,er'sde. Is.6e. ress. .ou,t.st.a.w?s'eaniio .
'

, . , . -

~ onstructiortprogremt . asi m %_ caused imarp centnbutton-to4ttae' Company
m1 p ,The portion:of HL&P's(c. .

gsf
% ' interest cov,erage declined.dorifij{g1980Nsflkungtthe!25*4 met'$$iMafdokp$hbysiardIO$ity!Ebsis'.contiacEwit6"A

toidIp;to
iudcontfact'dflodngftility Fuels-t' .rsedi/er'o

i.ncrease,in co. n. st.ru. cN.6.n. shincrease in interest: rates .H.ehd.i,6g rfdttMib..,'ts,n.ifeiD. V~ .i.$.. m _u'eb5t$efixedretUrn*6ruits.ndt.in. .v.estm. .erii.'T..he reductonlts,

. .

L&P's retorntoo; aver,
s. m m ._ .

-

-my

equity has improsedj6rn"eshat;8QinstfiM5s,t(g@pis,rs'k %ih*e@br$6any'WaveradeIs6a' 'res dutstanding"and leds rriiscEl-e" common G.d tiligF6e}s''cd6tribution-is: principally.due'to'the. increase ~int
pnncipauy as a result 1$89.mdliegograte:r

- 1979 and $106 mdhonM 1980.4 Neverthefess,eilefijeened iq .MMfdheo6s'ir&'than; int 1979'.;pT ~. U
,fasfgelduds'ed 4 MiMJ$'dh t.1 M@/tf .under'Sbpplemdntary nfomYatlbd# EDiscicIsdAsEfff' 6ts ch h?svenuesi As;shown t$d.. %. ' "X -'ttErriajonty of ths increase'in " ~k

t e
. Changing Prices *, elect'drates(l$riet%dgtGiee$Mhfidflai se%t}iloperatidg[evsdiids has been due.to the recovery df-r
tion. As a result, HL&P'har bebrrudathtdee~r.rr;theistuinstB6 Rin6teassd fUdi costs'through fuel adjustment clauses. /
, common equity drantEd by Se.UIEtyjCorosjrirssiEYEl itsi steQYd?[jQky QM%'ot neve,'deincrease Atinbutase thi

c orders. HL&P's avriorized.returrmon.comrrw :1.979 , JP:W Nr. rf

Tikere?yComparative Phn' $s19hd.YP ''y%g, coy,ho, f. 'Ratdincieaseh,
m %p

cand 1980 were. i3.8% arE15%IEut$thdIactdal ~

ncreas .

13.1%.and.13.4%'rcsb.ectivelg]'s;Qgggy@d /
o ' [ Fuel: Costs j' increases' IKWH Sates

Anotherindicationof thdCo9any g.enerabfinancial:co 1978 W197.7 01.1 rM% # '73%? 7qrRS% | 522%f
^

7dital is the portion of net'i6corne attribotabibitkdidi$0ddr@Q'1.9795.!1'978M* Whk63%'ZO.)g%gp,15.% "
7

22 7, J
f r funds used.during condicti663A%EiCh!Mlpiedgg;gM9E*@Mgg sag,g[ 2%36' :

. AFUDC, a non-aash Item :foss;s' eaditiIrE1978-5ralmsig@@@W ' 'gconstruction expenditures tcr meetloed growth
,,

t Wereast
Mecause of'increasesin d,dnstrudtroo ac 'id8Ecledesd a

'

f (wief federat requ:rements for ,the conversion to
I ' " "'Tc6Upred.Wi61riffationary p'ress'ures|has? AFUDC. acsiual rates | DUO.tfi binh4(essisi

~ ~ ~ ' ? !( M,[ *
'3

ainounhof AFUDCid'relatid6ifoiT
' ' "

~sEWrate iricrehs6s'm5re fre
"

'giade'been$adechn.'eff'ect i$quentts 'As a
i s

~

eabh of the.| Brogress in rdtesase by~ @if"'Oce to tne Slowahce'of:iac
" ~"

]''

gearspisaidsEcreades have averaged 69.^

ling in. service of thetW.WRadeti . 7/% EiyiU[ %9fsifestitMee Meisico6tiit5uting.to the growth in 'rsve-~

# Net income for'i980 whs51Moj " am
iss%se%r66 Ion.

i f10 ut fuegTf@grtoWth rate.fs l6wer than experisnced historically
hddstoisbme'dohs'e'd5tidiby cu5tomers arid, in 1980, eco-.due to a11>7%,inciehseWttn ' si

(shares outsiandincj/earhing53 cents. BL&P's contributsnita[ _ ~ C ] '. $IQhrjyijic(ebdditions affecting the, larger industnal customers.,

QiBecause?ofithe widespread use.of? air conditioning, weather-

. W.ingstreflects4slincreaseI fMAIiits4 < T Xsis' 'of |gallwrsig6ilies6tly affects KWH sales in.the HE&P service area,
$ Utility Fuels |@on't' rib'ut6n3%erF 67Edt5J';Y66n,icitydnitNiesidential class. An unseasonably mild sum-

^ ~
.

' ' "per share; ripectivelyiT.6hsl$ ~ ~
$6 ski #t9807M.Ninsr[6sgati0efy inftuenced '1979 electric usage. However, an

~

/ t7
~

6

i rhilliorr snesfotad8itid6di$middni sMersecf heatwave in'1980 caused residential KWH usage
S 'with net proceedst$575m%5ind($1dO%[e%rst y/ ggt 5iandniscoid levels nnd average usage per residential
W ortgahe Efondsfresuiih6Miwtinethe.{4AbeNEith[NkWHinii9807&diostoindbilicreased from'13,522 KWH in 1979 to 14,219M t

' IDe5 ember:31',"i900 i6 the;CBFnpOMcgiMMiatkis ..| .. .

' ' >

F 30/.$ M. j Qs$s i A(gg MfN " Wh[M.@sMt5y P,J mary Fuels decreased by 20% during 1980M DElMfh3 i

%e
%g> G@@DgAasfa'resoft'of decreased demand and a normal decline in

, /.
.

,. , . , , ,

' f;eeults of Operationyfchy .

- Mpiodactive capacity us compared with an increase of 54% in

p (E airungs f6rK&P ncrgiveecM _ indstiwere,sdverse
~

yeary as . ;g%p,9g,3gMveis;of)1978iDecieaseEsiles ini1980,UeE' tnost chiHpEe@fsefby' increased prices.
3979

3 a result of safes grchthland race'qsroes~e a

; (@yfaffected'by rapid MMn,opep/Qgi%shgg;ug gy;G pgngg}rty}dbubled,stnce 1978.
sl iitson'adifn,adnteoancen,,4- 4 e ,y 1

and risirg_ingeshaggoLuq
..

uifelliidhj% "Qeseegsphaseahel amdyota: lesser extent. -
,Qns

m$y
.

r , .4 nearty' doubled sm, cef10787
dde4tonddjiusspEnt$leue5sWilier ~ NMWM ~ ' areitHsieo6tributing factors!TheLNd(b6dules.Mj%DMM$

g ~ drh, f
'

stildshidthbuted td the increase in
l

isd b[b % coritritSton52PrYr$ary POeisitetlh# Nes@eiriti'aTrdvehudpdr kWH'from 3.4(in
~ ~e

. Iidejisere 24c and>34%dr# share ini19n

7tively| prima'ity aside: result'of,irideds/Biad ^altandi.f
Ib K@0}Theiric" reasesin cost of coal sold for

18M:pwwiQnd)y@ibf$M.n@js-
r l ed* aisW Mar sreid &to larger coal requirements by HL&P for its

.MywryMhN% wy W+.w y .

N " '"

m
_ _ _ _
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service in each of the. years 1978;through 1980;. ; ,r,, , , , f .,, %,gL&P expects to finance a portion of its construction. pro-j
W. AL Pansh plant. HL&P brought new coal-fired units,into

. gram through f' nds generated internally from operationst w fyu
'MFactors affecting the ability of HL&P to fund.a portion:of'itsJW.'y..,. .y =w- , . .

Purchas'ed Power Expe. ns.e_. The. snc,rea.s.e. ~in these costs *r"nTcapitaFrequirements from internal funds include regulatory ~:- s ..9~
- . ~ ~

~ : --

reflects purchases of economy energy from other. utilities .i. . .. . ' practices' allow. -ing a substantial portion of construction wor.k.i.n. . ~,.
~- -

a ^ ~m J

,
. .s - . , , , n;v - --

Texa,ss, Wg: #
- - :.

, .g 3.*.:~44 4 progress in rate ba'se, adequate depreciation rates} full recov-[., W ,q . , q ,l,

Operating and Maintenance'Expensbs. dpsration ansmain t ery of the: cost of fuel used in the generation of _eisctiicit ahd.'
~

,3.

tenance costs have increased 58% over th'e last three years _ < th.e opportunity to earn competitive rates of return.Jt is pres ~
because of general inflationary pressures /theLUse of larger," ently estimated that during the next three years 30%to 35%

. ;

more complicated generating and pollbtion control equipment ( ..oftiL&P's,constru.ction program can be financed th, rough the,
;@us'erof ihternal.ly, generated furids from opetations. assuming

and substant aljncredsss in lat3or.ensh IrkirEased ielian9eM@%gli&P.cdn.obtdin| rate felie.f on a timely bdsis Eba'isvslQ j . ,ithih'e|co5t Q
on coal-fired posei plantMas~2 $ded sMnIfi'c"a6t[ $ f6rcqTa's!g0trtfg6gidjigsid$$%@yfA @p%yftheiP6blich

a
of o$eration ahdinaintenaridd}JTh'sI ' p"iddeNor cdiN5h/d6fe th that rnost?recefitsgrdntdd g.y

incre'ase(in, ty coryiplex;qdrlstr.uct[on an ;..,,, ,rgess;ach,tg ;.hL&Ps. cons {ructiogprog$, $$' eg(fp}yQyby' api,2[14Qt(eSQ ~dafska"[esg
additibnal govemmeot regurations'and.the. growth:in:the:numA@%'u., dema,r.nder.of

, ram;w}lli .yof irycreas g ,

beriof c'us'tomers.'befr(s'eipddijYWM'pbs,h@yh.Tgasxfibn%{d,. % pro' Eeds received]roryt_the. sale,o,ficom.-t h, ,
, nenced.th c

J e k.my-;M meg g .ve.'Q py krpoMt iby{Ht&PJ HE&P's'capitdh,y5@rfed.stoci<s
p'angdridiths,'sel,es of

zation ratios.atN ' #g-term e
Non-OperatingJtemsqFWDC .is*arKamount.representingitheggggcsd6ei>%198' fe6nsistdd'6f 'M lbng-te'ritiidsbt,7%i Mig O

cost of funds used tq; finance copstrucjior.3 projects an'dgs; h%e(drrEdistbc}8a'ndM5%1comriiorkstock andretained'sarni ' (.'
capitalised as'pa'rrof'thebest.ofjthe;as, set (AFQDCi's.a.non Ns'witfsiisafr5tici!elq55cted tEbd 'maiHtaindd'irittie' ~~M

_

c' ash item of net income and'representsia% dst recoversbikD-4futurd/Principdhy: tiecddsJ fR&P's large'cspitsf require 0 Y 1.o
from customers thrcugh provisions for depreciation injfuture; Mr6snts,' Moody?sifnvestbrs. Service ~,'thc.11owered its rating of #

''

periods. Increases, in amounts;forjAFDDC not3cnly(correWNMW&R's Fi'rst:M6rtgage[Bbnds and Preferred Stock i' -1980
_

n
spond to increases |in construc. tion exp.enditures.,but also;toj.Mifr6rp tjbutiest6; sing (e'6;'howihief;;tw6 other rating' agencies -
inc[ eases in the AFUDCacgal. rate and;th,eaevetof inyestDid'c55tinus tdrate%fE&P's.issculitibsdouble A. Ash re'sult of
menttin constructi'on that is noheeming:a.casWreturngSince ?@suEb d6wr@isdriji, Fili &PTeiipect57elatively higherfcapital-
January 1979, AFUDC has been computed:on'a net;of.taxL q4dbsts iiiconnection with?it's futtire sales of long-term debt -

. rate clos,ely following.tbe:risigg cost of{ca'pital;TheAFCDC Q. jdnd @ erred stocQbh
<d -Q'their'rdsoective'cdkM p'4dK y -accrual rates for 1978 through 1980 were.6;S%7.7f5,% and' N' Futility ~F'u'eis'and PrimaihF'uels filianceJ

8.5%,.respectivety? Effective Jan0ery|1j1981.Ei@dM.?-@Mdtdieq'uirsments'ind@stda to infin5ncsd pr'incipally through
begani 't(bi N[MCapitaireqdlier6ents ' ,

' cpruing AFUDC' ara, rate"of 9'2%QMQJf $Fdf' Utility!Edels' hrs Expe 'a
ilnpe,U,tility,Commi5sion'sjinal order;rebtirJgi o,HL&gs,qQ,ges of!! orig-tdrm de6i5Mfronsl40eragsd 15ases, both. ,t

a' uranium 8 $ir@%g'stop;.1ggipareisusfarifdsdSihj@|C6r'i%Ia'ri/-PridaarfFuels"
"

1979 rate cas.e,(the.recoveyy;ofntsunvestmenty$8;9644000fks;a'Jesult,
exploration project 5'was.disa!!bwed{frfDiscSipFek1g79;{q:jfw'Ma'fEdsishoM> ddM@ciedt6.' s riierfidin iiiternally

* a he b
'

was? charged acjainst|$ctheriricy, .a w 6 wings ar%pos.sibly, sales

'V%.. w ,w W m,.M.w ,[ m ,m,,,3'e%rpr.u.r.p A W- oV .u . , s etion paym. .e..ntsi n)x.%ev.
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u.. . p% uy

@MQ -@b$QModniprmationyegarding;banR. lines _ of credit and short- ,

198 g . ,ngs;s.ee. Note 5 to.the Consolidated Financial
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Statesseersts of Consolidated Inconee i3 - "'- A,
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. ,'(Thousands of Dollars)
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Cumulative Preferred Stock - no pariauthofized 10,000,000 shares; C- .
, , , ,

outstanding (entitled upon involuntary liquidation to $100 a. share) y n f 'i .b,
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n$4 series,97,39.7|s.baresi ' '.h.M:Q.M@.GQ.h.,j ' ,,.h.;
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- .M ~ , 2 . E G .. 2.D '. d.% ~ 29,573
. . . ; : W @ N y w h &. N y%. 4;.U M_ M +v| 7. W 2.'f c, @ %

I
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w&Dw - tm
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'

%p.& N
.

M M h,:.,( d a;y. Y 63
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- T:U|, i1
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~
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'NSMi 4 r < 935,000
sh a Q j. M d;. %, M .# y$. M

:. .

I .R,q.u ;d. d,000
,W ' 30 000

enes:due 20014.6J s.w% w$t.y M
'~50,000
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'& .
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.-8%E$eriiis d'ud200'6 6? . 125,000 125,000+

W.N.h.hMQ[l. .
t
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* [/ A b Hiq@r N M!* C U'.22 $g'

| .
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nn ,; ,n a. _
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>
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..r.. .g 183,981 161',846 'T28 657Add - Net income , u m ., .
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. Th'e accounting. records.ol Houston $MWQhch$$Thelfull-cost. method of'accour]tinglis.used for oif and| gasSystem of Accounts . 44/ -

J
fightirggyower;Q6rypaf 7oper[stions:Accordingly; all costs"offacquisition, exploration,

ny (HL&P), the pnncipal subsidiaryf are ryntainedan!accor - / wand development of properties are. capitalized, Depreciation,-
' dancs with the Fede. ial'E.n..erghRe. gula. tory /C.h,rhf.i.f.is,siorf.s.,tilniWd.eple. tion, m.the,Q, , ths unit-of production rnethod base,tc.osts are.,d. eter. mined on. .r , .

. and'am, ort.i.za_tio_ n of. the.s.i
-

~

. . d'on.:the; estimated proved. form: System of Accounts;which have been . dqted.ra 4,#

Public, Utility Co,,mrdission{6fiTexaY(Utildyi5.,6riirndian k,$ahf,canse~rves:o,f'oir,snd h, ssp. .id.pbrties. ,3DeQ<000,iatio.n.7adpldtion
_

n n. w m n n w ~ ~
predrE

64%w w.$d@ @s; nhw.g<//MN. d| amortization amou,nted:to,$20 89MQ gr,~@the<accountsMYgodUdtio66the 5fars;62:and$i48+p'er:eq'usalerit uniteof-
. -,

, $11,350.000 and
,

% n. ,, s rp a .WQ0 3
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.h%hM;$M J,$ [ M ,~'' ,Prihia;ty Fuels,: IrEc[(#FI)}5 rid (dtilit/@,$t$c3I$@1}d l' sales and related cost of: coa!'sordTepresent:Uf%c a sales 9 AscWwancetirTurdUsed During Construction

[HLaP and are noffeliminated bec50ssf6hhe|distifiction46tM,to:;$Prfohto419793HL&R:acc' rued AFUDC at a rate.of 6W% on

e All other sgnificantantercompanyltransactions and@peishobs;(Q8je*cis.'estir$Aled td: cost in excess of $50,000 and estimat-| regulatory purposes bdtwsen utiljty/5grlon-ujitty[6
alancesV: c.

afb elim.inated~in,v'c,g m.tiorig@w$-. W ~@* WMk)fedito iecidife.more than 90 days to construct. During 1979,on5clida :)%t!&P| idedA_ .FUD. C. at a 7W% rate, net of feceral income

gM*$e@t,a.c..c.~trucDon: projects and. nuclear fuel payments
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n . . . i

. tecostr,ments of units of;nproper,tym
. - -

p ods' component of-AFUDC, before federal income taxes, is
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1

Iincludes the original cidsf 6f;OdrdadtddssMdess
en@ndefi6&id.6 * ' (labor $$/effdsted ih the'Statenients of Consolidated Income as a

E6t
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~

m g .- .c erhesd items, an an- for used. shown'as othei income.
~

,

MD |
; Maintenanceof property;and replacements and.rene)M].f.281nT9807 UFl tiegan' capitalizing interest applicable t'o qual-I '

of items deterinined to be less than-Units |ofjfokty 5feWp;Xifying: assets:jfunds.com6bnent of AFUDC in the Statements of Consoli-
wals1 Such amounts are included in the borrowed1

Mcharged to expense'. Ths[actuaf or avbrade!bo'dkiciost;of units 1 Jdated locomeT
'
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_ $38,251,000 minimum lease payments at Decemt$er 31,rederalincome Taxes .

.
-

Sinc'e January 1979, the Company has followed a policy of 1980 is approximately $21,752,000, at an assumed discount
' c'omprehensive interperiod income tax allocation. Pnor to Jan- rate of 7.4%. . _. [ '; , ,.

uary 1979, deferred income taxes were not recognized on.the The issuable amount of HL&P first mortgage. bonds is ~~
borrowed funds component of-AFUDC which is deducted -unlimited as to authorization, but limited by property', earn '
currentjy for federal income tax purposes.

.

Kings, and other provisions of the mortgage and: deed of trust
Investment tax credits are deferred and amortized over the and the supplemental indentures thereto. Substantially all

estimated lives of the related property. 4roperties of HL&P and UFl are subject to liens 'secunng their
"long-term debt. "'

,

Property insurance Reserve
,

~~ - "

The cost of replacing uninsured plant losses hf HL&P, less . !5.:Short-Term Financing. The interim financing' requirements
related tax effects, are charged against the reseFve'when , ' 2|of;the%or;r)pany's operating subsidiaries are met through

-incurre;d. Effective Januarys1980;additionafaccruals:to the" Yshorttterrn bank. loans and the issuance of com,mercial paper.
, y resdrve have been:denidd byiregolatory;a' thoritiesy,j h,hT6etsutbefdiades.have.tiask. lines of ciedit Fg$dcjatir'ig f

'

u

- Ehrnings Per Common Share %|gf?lhujmh gg4}Eh|lithi.t;ttieintotal short-term borrowing's and| provide for7| HRQV@;@i 0,000(000Xas comparediwith 5315,000',000'dunng 1979)
yh$OfQ fQwh

Earnings per commoo. share are comp,uted;b fdiVi' thg. net i;i.nterest,atthe prime rate. Bank loans and commercial-paperd
'in6ome by.theJweight'e'dia'v'6 rage hurtiBeR5ffsbar$5td0tstand-?catitanding^!w.ste'$78,300,000 and $47,330,000 at-December
idc] during the respeciseYefibdsMomm6cistocWequivalentsi:l31? i980'and $57;100,000 and $30.430,000 at:Dscember 31,

, outstanding'duririg the 6sriodsididS6tdavedrisit'dnEIEfilutive J979, rsshectiveiy .Compensat:ng balances ard not required
'effect'on earnings peFshareC'MK!MMMpfMWMtinder the-lines-of credit. '

f6 iQiPje.QQf
.

14 +

2,(Common Stock. At the.1980An;J$$,%g:.MO".l y [ d A- t -9 f. . . . .

4
.

nual;Meetingiof Share- j 46., Retirement Plan. The Company has a noncontnbutory' ,
' holders; a resolution.was ap, proved to amend the(Artrcles of . retirement pbn covering substantia!!y all employees. The
i

.

J nc,orporation to iNrease the. authorized:com. mon;stocke wjth . 3 policyfof.the. Company is'to fund pension costs accrued, whict-
Jout' par value, from 50,000 000 to 75'000,000 s65resff6mg Mind 10 des,dmortization of prior senace costs, over a period of.i
' mon; stock issued dunng 1980,' 1979 and,1978 amounted.to - ; thirty,to; forty years. ,3 , , ,
6,692,233 shares,4,863,1.85 shares and;2:260,866 shares, The total cost of the Company's retirement pian for the

* T M @h|7.fI C
tespectively;

'

Ms
~

MW s
%% *D MM%g C year' '1980,1979 and 1978 was $7.563,000,.$6,223,000 andg $4,773,000, respectively.Iln 1979, the assumedireturn on plan|n *

.

3. Preferred Stock. Any, part'or s!! of;HL&P'spreferred stock . . investments.was increased to .7% and the plan'was amended
44

may be redeemed;at-the; option of the Company at the follgi ;to provide subs,taritially increased benefits for all plan partici-
ing per share prices, plus any unpaid accrued dividends to_ pants. 'The net effect of the change and anwndment was tom

f MOincreasd prior servicesoitsiby.$14,210,000 and pension
.

'

' 2date of' redemption; f MfMiM;$ h @S.1;21.988i-MMeosts accrued bye $1N001000 for 1979. As of. January 1,1980,i
'J $4 SerieswS105.00?.$6172:Seriesitt#6pgh 'Juiy

,

-

:) o$103:51; thereafter hs.1.02.51.t$452,Senes:itbrodgt Octob * dcinatallyicomputsd|pribhiervice costs were $34,047,000. Ah
106:35it6!$a02:35. 39.521 ' '' of< accumulated plan benefits and plan net assets

i - 3101982 - $105'.35;.thereafter@[d if U 5 M ii l f sB YM b d ' d
'

USeries: throogh SepterEtie[3d 1585V$iO9.152:4tSNehfier d ' k Corrda'ripsir$tirement plan is presented below:
~$105.00 to'$10Y.00; $9!08 Seri s t o gt ersh i 1 1 A t ari ! pres ~ nt salue 6f accumulated plan benefits:*

e'5

6$109.08; thersafterh$10E00'io'$1;0E00$SB312iSkries: %9WTWM 19 = .
m [tt5rou'gh- NovemberL30M9823 $f69dt ih'efeafterMIO6[2'5 tdQhdhDy . jaw5

' d ,. .$d 02 25. $9.04iSbriess tif " V
,

.' Jeria' ; f984
0;4@Tr@M@d;$"i ' , ' ' 4;179.000 2.341.000

N 1979j,$1.p

. . ' "tFereafterl* c$.f0500.td " .#a y
"

? esedi 7.$' $49.280,000 549,139.000,
,,W MNonvestedl .m,,e %;; % -

y g @ f(.p 2' .jQ
. Q 2/{. , jy|MMpN o '' ',

3 4. LongaTerm Debt./ALEfecember|3Q198(Esinkinga3:M '
$53,459.000 $_51480.000

*
,

: improvernent fund req'uireine/Mof HC&l?s5rst rii6rtgageW;.%p.x # '
;

T ryarket value of_ net assets

~ bonds outsiandirig WIPbd$27'|86d OOO'fdr<the;yesiJ981d4+W2 'g .aseadaWor plan benefits
ss7.272.000 _sp.680.0coi ~

,

$28' ,700,000 irp982'and $29Z00;000)fbdee''ch of'trie fearsT
'

'

;1.983.through' 19853Mf jubh'rsquirs'hentsf$'15'050',000 for" ' (j; Commitments and Contingencies. Significant commit-r

a the year 1981;and.$14,850,000;forfeach:of.the; years 1982 - .:ments have been incurred,in connection with HL&P's con- '

j( itheough 1985 may be. satisfied!by;c'ertification:ofpropertysiadditi~ons'at 100%IoffthsisdGibmenisiblid/hdfremaindei . ' Tstruction program,(exclusive of AFUDC)is presently
|

4 struction program and for nuclear fuel purchases. The con-
t

M tri[oughspertificatiofdf s,0Qtjpdrt MItidn5%t'1,66%% ofh./ estfmated to cost about $69'1 mijlion irn198,1f $759,million in
*

!

< htrie | requirements /Siriking onmprovement:f' nd requirements 7:1982-and $947'million in 1983.. An'additionaf $60 miRion- u 1

' ifor1980 andbrlorydars havibe6rGatisfi"edtScertification'ofM exhec"t5d to be spent |fohUrdniur'n cdricefitiate an'd nucle- l

, propeit(ad,ditiors;,l. y@j jiir fuel |p(ocessng se1, MWAnnaat maturitiesfo@hlbngiternide%QgQM@dMeds GTreekrfublear@,rvicesifyrdly&,P's SouttATexas and# i laiinG7errmtmentsin. connectionbtaretapproxirpately:
y FIL4#s2i5e'tiedno6%IahiipiiricipaIhfor(Mnerat-

W$27|550;00U?in198!1k$7J530!d6D3098M$il7B,3'30300|irih[d L&Msutij~ecf t'o'reirribuisi/neni 6f'mbnuf' cturer's'for061000:iF190 MM llaht$Edl$lhtdd'fssifeties/are.'gensrally revocable byV19835$7:2'00',00ddht1984;arif%minliTium"leade3ay(msrits'7..
. a

"

[Dscem6ef'3ft98 [ths'futtxe
~

" underthe UFl capitaNeasesare $2,075;000jorithet ear 4981Qexpenditures incurred or other cancellation penalties. Iny
and $2,334.000 for each-6f the years'1982 through 1985, and eaddtion, during-the 1981-1983 period, UFl expects to
$26,840,000 thereafter through 1997. The pressnt value of the , spend $79 million for coal handling equipment and railroad

.

. . .- _ - - ---



_ _ _ _ .

i

*
<, ,

..u. - m , _
,.- , .

,

icsrs? * }iin order to serve HL&P's WfA Parish plant.and $11,11. Supplementary Expense information _ 7.pm

' 5' . . . , . [...'r,

i
'

;F -
-

-emiTdyifor' transportation equipment and' lignite mining and
' " " ' L'Ad

%.p p Qednded December 34 ' b'handlirig facilities for HL&P's Li"mestone plant. PFl. expects 'e* -

4 to, spend approximately $7.1 miWorico exploratory and' % .. ~ . g .m e m./ v .'980m !1979 (1978D<
-

.

s Jhmsands d odiars -dev' !opment actvities during 198J j i 7'; ; .'.c.e .
T UFl has entered ir'to financing. arrangements for coal trans- Taxes, otner tnan incorne ' Q n.. J, x.M#

portation equipment which are treated as capital leases for - taxes, were charged to ym x be ,.
,

financial accounting purposes. ThefCompany has no other expenses'as fdfows: ' q ,;e
material lease commitments. y ~ '

_ " " ' '

, Ad;yajorem , $42.686 , $42.666 .538 131
,.J - W, . 4

., .; ,., ,

. State grossfece'pt.s . ' 20;717 . > 16,'044. - '12.686e .+ -- t - < .

' 8. Jointly Owned Electric Plant:BL&P is project , manager N Ray'st . ,E. , 7;467 6:18'O'^ Y 4,897'

%an<d one of four participantsin thetSouth, Texas NuctedrT & . '. 7;PUC a'ssessment .W4 i '3,6711 .c. .j2i885 * :2.0Z9 -

LProject which consists |0 tI4642'55%$Arattriucle'ar gEner'ati~ f N N M- h N f '9 3.1IWMS0591' .$3M
6nitsi.Eacti~padiciparit"fidMce'snts,:on.stia786fco,ri.s.Uu'c0 .' $[MotadIsyfgj% C WW@am/.*W WS.* d ;.D

f ,

4;:80,856 bA72.883..* W8ea251iV.%f,s - m , .4,e v mi e gyg < ~
p tionfex~penditures ,w.th:HL,f.~P/v; .:& sipagicioatingytereston'the;sm;c. gegincWd.ediri'oila.Wq;e
g- - - ..

.. i 3c
. v e/'N, Q p.mp gr Obgg,,.6 (g.QQg y Meh%pp$;'2iMrbjdet being 30.8 4. A]s"efDEc,ery@311]Gj980|Htl&P,'sishdr'ef -

not expenditures includedyn constructioc.,workjp; progress;andy :
_ inuclear fuelin process.were;$450; mill!6n'and $39 million0 9M, v' %@aoiricame . M@4f,4 :& .Md P

f
M N'DS yu w.g 4@ u*

g ,
'

i

- ~MM Su@. S. .. W, : .M.m w -@.nll[t - , s J. # . . 4.4. .d. . . dams 85;95.7 . _$70'.631' ' '56Y.650#..~.s . .y .I, I %._ , m
~

S respectively taxe .:.A
-

. _4

. (9. ' Regulatory Proceedings.h0VWG!t,NtMTM;W WesearchandAspjart'ef tbe$)tiityYdmmisVip'ydea6pinentcostF M.M[N |O
.

, -
Wi P hW '+ , ov

j / ID # '
sion's final rate order in Janua'ry3960; the;UtilftpT6mmissionG . ,'scharged:to expenses 7. j, ]s12J46 $.10.152 s; 8.775-

.

nium exploration projec'.terrninat$d in.OEtQtser;1978/As{g,Q $.M. | | '^
disallowed HL&P's request to' amortize its. investment'inta ura- T c 'c y" - "

t
~

.4

Quarterly information. The following un-
re3 ult,. $4.661,000 (net of federal;,nc,3me. taxes)'wasg.'.jg m ddited duarterty"financialinformation for 1979'and i980.
charged against HL&P'sy,r)come irr trietmontriol December.g,7 ' 1 M udss, in the Co'mpa(1 Is;boinion, all adjustments (which '

a

11979A numoerof accountingyhes.were(tmplemented Ncomp' n'ss only Fiorr'nal recurring accruals) neces' ary for'a': s
- by .9t*&P in January 1980 as a result;of the:,UtilityqommisW ' fair prese,ntation-OMw . <

'

A '." '
L

, ston's January 1980 order. Such:cban. g.e. s, i.o..clu.de, -(1) the. ,.,,w- >we.r,,w . . . y m ,,. S J; M .. ,w .. J.' ..N~J..i.. s .;
Capi .

p. .. o;w ys u- . . . . . ,

work,talization of ad valorem. iaxes rela.t.e,f: employee benefits 1,,. sM:. ._.i. . ."r;m,.m @mp(N.irdenReist'ed thMM$yM s .e ,jw g,y.g Net).d WP.,y.Aamings,
..

d't.o. ' Construction " y 'e g;m- NT.. W y;3 c .7 .C.p.x~ .. . n -

E..~
- -. . za N e Lp '4 per ,in progress (2) the capitah. tion

and/ depreciation of transpb'tatdifedido
.

sN.WDMA . ggeratog{$" **
8"*!* C*)

,7 et% CommonNr

cons #uction and (3) the discontinudne'e|o(sdcrualb.tdthe 9 T MN'Wgf@< WN%D* Y"""E :
- reseN s'for property,iosuMnbe"drNuribs?s[d@ardaglisIMfht.E l t k W hous @ @ Dala k !f

' 3,3 AW/$1|@a y .f$.,% g@.j gag,, %.f. m.gMarctr:3E1.97914.J 55385.2.16 6 5; 73.063 .500;755 E$',96p p $ +; wW d.'

'l.0E Federal Income Taxes: Eff,egtifdperahco' menu)xfgpp%gyg.Myh560;987
.,g M448;9627 ' 85,599 7 36.676 1;11'

<- # s :m % f.
u-

e3g y '129.037' 60.998 1 84

. rates are lower than statutory corporate.(ateefo,r;eschtJh, @Decembedh;.1979i.[.'{.@459.30768 994 83.317 33.417(b) .95.

, NP6W @mMf/4y fr March.3.1M980 A 9, year-as follows:

[ M[ffd[W[|O@h%cy%iTM* fM(J6t@30M980%.8d. . %..[. 0 58i.425
t 70.288 28.176 .78

, . i.; v7NghM@h%*, 93.890 39.892 1 03

kJ k$ MKSep,tembe' 30J1980'<.r 755.713 169.937 79.239 2 01', G.
#"T@) Xe@ Ended:Oecen,1oer3,1d N 4-December? .t 1'900,!., .:. h 5.70.817 95.622 36.674(c) 86M. 3<.

. . y (94Q:M'@/Q, j}pggdp's " *b
NNME .Nh.i2bQAf ti980 p H.d1979 % M '1978F [d40eartetty eamings per common share are based on tne weignted

J,' i %.

5'

. i *;Q.y ,.js ' *x M (%*g3J w

I fir 20rSe before'fecerad h]A(h h'k5l80
J

3.hf,$ lb/h).hNik.';g 8pierage number of shares outstand ng dunng the quarter and the sum
.

; .% a. - t.-

,

k,0f;theJjuarters'rday'not equal annual earnings per common share.
ocome taxesv.~., I 4 5227,436 9 i F W ! - ^: , L. 7

- -

, _leferred ovidendd,./ N 3018:064W8hflh h(4% $ )MdM,gM':#(b) tee Notes 9. fRegulatory Proceedings" regarding the Decemb'er,1979
*

-P .

P"2 3 s' bsidiary . ~ Q 7. .D
J./ g,. Total . / yK.'j %, ~%y;N28.04eh9%ff./[6'S[v.31,7:350!;MT d argeagknst HL&P's income.SNd,ManademenYs Discussion and Anatysis of Financial Conditon

u
-

288126@e.-Q200'.918%.g2g,66Qh;n@[Gyg Mg4_83 p ,,arxiResults of Operations" concerning the December,1980 charge
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On March 6,1981 (subsequent to the date of the auditors' such proceeds were not immediately so used, they were tem-
opinion) the Company sold 3,000,000 shares of common porari_ly invested in short-term interest bearing obligations. As
stock at a public offering price per share of $25.25. The net . A result of the sale, the conversion price for the outstanding ;
proceeds of the sale were invested in the common stoc.k of SW% convertible debentures was changed from $35.98 to -
HL&P and were used by HL&P to defray the cost of its con- ' $35.25 per share and the number of shares of common stock

~

struction program including the repayment of short-term debt reserved for conversion for such debentures was increased

j incurred in connection with;such program. To the extent that from 1,096,697 to 1,119,404. y. y-

[.
"

> *

[
# %

3 .r

AUDfTOR$' OMNION ,1 m>-

Houston industries incorporated:. . , @ $ .k Q 1 " .' .7 ,
y' . ; *'

. ,... . w e ' a m u y ? w r . % n s . ,a a ,
. .

., - . ;., , . r . .s.

| We have examined the conso6 dated balance sheets and the. statements of' subsidiaries" preferred stock and long-term debt of
I ~ Houston industries incorl56 rate &and subsdanes as of; December:31; 1960 andi1979 'and'the r.blated statements of consohdated

income, consolidstefreteidsd"eernihgs 5nkdlanges,inionsoldhisd. financial positidn f6r ead1|of'the thrse; years in the penod .
~ ~

ended December 31,1980. iou;r;examina6ons_were,mede in acun=x,e with generalty. accepted;audting standards and, q *
| accordingly, included such' tests of the accounting records and.suchIother auditing procedures as we considered necessary in

& |} |Q . ,
the ckcumstances [c ; n:
In our coinion, the above-mentioned consoldated financial statements present fairty the financial position of the Company and
subsidiaries at December 31,.1980 and;1979 and the resujts of(theipoperatons and,the| changes in their financial position for ;;

| each of the three years in the. period (e8ded December 31;1980[in conformity with generaNy. accepted accounting principles
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Supplemeerstary freformaatfore_to Disclose ttes.Ef9 sets of Omaregireg Prices (tfrimusiftesf) 'M C
~ M M M @i k M .n 'M WFinancial statements of:businesslenterpnses;in accordance% WW!&WMM'& MWV. F N Ywitti generally /acceptsd accounting'pnnciples; reflect

''
46 .~

followinh uriaudited slippischenta$gintbrrijdtion"isiop'pitisdi&fd8co'rdan'%d'o7n-sffmeesErA the effectstof:c6%itiifidyb.MiiEefnehts 6f Firian.cial A'ccduntinghistorical costs and.dollhisWQi 5utcHas'ihgfpbwAld6diascordingl Inftstidn. The'

g

Stdndards Bo'hFdf(FA'S87leffec.StAfsn.f tlNsL3321FrieE" okt " 1.s.W.d..TC. h' ~" " tices..>fpr'the purpose of'providing certain
- -~ n mna n c ..uw

inforrTiation regardi~ngtth'e both ge
.

ant dellers 6henges4:n> specific prices (current cost),
which are not r'eflecteE|ibt3Ofti*onahfiridnc[a,neselrin 'iN55Sp 5sent historical costs stated in
terms'o. f do.llars,of ecj~05frd[. ~ * .'.n([jigiitOSe_m$ ,, d.M,,.$d. euN,e. r@r[.e21hde.N.f6r.all Urbsn Consumers (CPI-U).

l /ddi ~ r

-cgd,dsc' red bh

present and may diffsrJfror6cb65fa'ytidolfai;$mdEdis;d.n(. .
>w . .w~ a

idrjjie';eict$ property;from,the date the property was acquired to the
Current cost am.ounts ref ect:the;c ges.irvsgecif,d rises. i .

nt!tbat'spscific" prices have increased more or less rapidly!

than pricesinjendidEThisipf6rM51st%gMQ[E k/M Qif,|Q@.W]'' ;
Hdtilb desd'oftiSafarifestirhate of'the approximate effect of inflation rather

M
. than a's.a precisid[easDrsdie6t(sideryghilI&P(in co[mmon>ipiC*eiidl5 sffecis 6f infisti6n such as higher interest costs

. .
.

The, Company'stpnrycipdils*ci5 Mer!electriciutility companies in general, continues to be
|

adverselyimpacted by!t'hk{ekseleMamiriflhtionar%cedofi l
,

| te/mWondsids@ipersasdd:opNa$ny an' snhinislidrice' costs are reflected in traditional financiald

associated with Idhg dievbH$e'Mt"6]ss blsh d b 'statements. Incredse scovErfs'uich'hfp5'osesjioG5ver; tdnd.to' lag behind the actual incurrence of such|

l increased costs.IIdc'tridiain55e ai e i ased bh co' t5 as;of a specific point in time and are designed to allow the
~

s

electr.ic uti. lit,y t.o. i sc'ov'drili,.sI6pei.$I6g',e. cists snd.;b.sn,".a.,;f' irfia,t.e:ofJretain. on itsi.i.nvestment in property, plant and
i a

.

,r
- .-- -- . . . ~ m w-. ..

equipment. However.,c .
-

in a!highhjnfla,tionary environment; expense have. increased at a much greater rate than thes
' increase in electric"shlesMtaldhslU r'esbijed io"aN dro5ibphetu/yori invested capital. It is unhkely that rates based on histori-

cal costs ban kegi pabe'with irdJsised'c6shi'during' hQ%hp[@ U Cf h. e a .inflatiorsarp periods. This tias resulted, in part, in the need for larger and
,triore frequent rate iribibases3[AffeYtibfidhEtionIiidrarsinotdeflects; din t/aditi0naf financial statements and to whichN[WM3fg '

. tTheie aie adurnbsWof othhr
_ ..

' the acc6m'pdriying'sadpfsm''e6 tar 9Jrif6mh5ti.6nlid iniEndedtoJIv5 effecii5rie'rhajor. expense so affectdd is' depreciation.
The cost'of cdnstrUciirig add'rediacIn(p[fdpefyM5iftI5ndeciui.6me6t has bee.n' escalating drsmatically.;H,istoricall #

financial ststemsnts refleihdeye' cia 6on based.onsie4i5torRial.;d6stifol asdets.afid do'not (6ftect the true economic cost
~

? of;the; asset ^d$e'dM$[ddl6itii'c66idstitMr6Kide$dfa$sUbetaittMfy(Mjd(1ei ffitfrey:akies94wevdri a: substantial amount)of secfiassdts'sre3 nan'dhdNvittOlin[;gsmF616 idstsrid$nthieEtnocy " ~ skedM'dd"istained earnings are notadGras a.he' gb against the
d-

t
$@faiispdct.of Infl5tioddhilth$htFfhi$tnceMi%i$ke'sk6ent{ykdi@neri

#

afforddd such'a,hsd(j,e|M/hhd a$Ey5fn aidmot dflheMpactjod,'sd Et[onis reduced through higher returnsi i

allowed 6n the cdmrno6(shihirNesirhdrit{ri6f6deftdialv'electri6rstes 'aieJbstablished, the end result of continuing
inflatioriis an brosidn7o'f the?conimoIi shaistiofdefs ihvestiderit'wher19iewed in' terms of real purchasing power.
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eThe Company has rnade signficant increases in the common stock dividend over the last several years. Actual annual
-cash dividends have increased from $1.61 in 1976 to $2.68 in 1980. However, when restated in terms of average 1980.
@ liars, the dividend increases appear much more inodest, going fro'rn $2(33ln 1'976 to $2.68 in 1980. It'is signific'5nt'that

;t|he common stoc@When restat'ed in terms of average 1980 dollars, the last three years annual dividend rate was $2.68.dividendsjn r|eal, terms, have been able to keep pace with inflatio'n over the last five years, a. period |o;f ;very high inflation.
While this indicates that no rehl. growth has occurred in common stock dividends, the purchasing power of common ,'

y

dividends has been maintained. ' - -+ * *- "

. , . p

. . w
Stateneent of Consolidated inconne Adjusted For Changing Prices

, .g -
, ,

k.:MM8 d,sjef' Dolla.e. .'embdr!31~,1980,. . . ?~g.g,,,,9%@,g. g.a A
i i . , J. / ^,-%

.- a do=m's' tant 4 . G' utient-
; ..T -

-

;For;the Ye.ar Ended.De
- A

,y g eg.g g.y gg#
m,. m - ~ s .w.;(pThousand c rs) g,3,;g. g w .w,.n, p .,

na%,@.IDollaf '%h age'
4.d J . '< 2f6'sfg ;

[# [ k. M ? $[ 2fj pQNgs,fg%.soElenty% j
j?[b jag 6?

h,-s ah bN$
W.%y%g@bj.Q,: 1 $21367@64

,,s - . g.$.g em .4A
, Revenues . ew& . ~ .p&yg%,y;p%.kQ yl%Q f@f4}2j3632641 ' 's$2,367;264 - -.pp. ..G . :g:g.4. . , .

' Expenses:. QQpyf W M | y ..: bLL 1..,.

L ost;of coalsold . ;y./ gig)Q).g. ;7.g.gg.g.A.Q.p.g 1!,6f8W88Elegtric ; M ygc T,618t788 1..61.8,788

^ Oil and gas operating. expenses 34 %z.h.h.'..|;zg" .gg.ggp180i373, j
C q. 3f . 1,80,373 180;373

,

.M@f *; 6 8,883 , 8i883
Dep'reciation, depletion ano amortiiation . '.l.,Cf.U.. .i * - U .F, eT - W8iB83' M 929/483 227,942 239,251

Fixed charges and other income - riet '. . . ld, [d,L. A.;.i; ' ' .5.,.1. n 1;li.653 '1:11,653 111,653

~

.. 3. :. j. .l. ^. /. C. N + ?134,103 134,103 134,103locome taxes . .T M "
.,

~ ~
, . , .

1
. , -~u. - m i.

.

. m . j e
- y,

p.jp.%.f.y gr.,,.M E ..Q
.jQpNy

Net locome (excluding. reduction:to. net;r'ecoveradleP,p j,g2 .O.gg . ' -
e . .. .:n.

,
. w.

. 183|981 ;$. 85,522* $ ;7'4j213'- cost) ', ...c :
'

, , , . wg p . . . . 4. .
, ,, . . . . , , ,y,

lncrease1Tii specifi,c prices (current, cost) df'p'ropeity, plant,.and .;,: iz;pf. 1 . h T'
*

,.;. >

f" ][g.g.ym. ygh 7;$c 637',939equipment held during the year" . @,y p ' snent adjust,ed.. yS, 4g.g.3

Less increasevin cost.of: property,* plant :and,egu. for changes in general pricelevel ., . W. (...y.;".a ab i M. +pW NP AF , y - 1 "Mi ; ' g f, .x.n. ,s y n9;g7; 4.
.,

745,144
m . . . . . . . , ~ - , . . . ,. . ss _ . . ., ..

; Exc'ess.of.,in. crease in general. . . ~ , ,le ..verovepgrease iryspecific:prj.cesy Wjf,.ge@m,y a~ .,s1. ,(.107,205)
s

pnce
.

. Reduc ~ tion of Utility |p'rdpne'rt'y tolnstiscovMit

Gsin from debjine-iri poich' sfrgp64eFof:hb(fdc.bsts@'s>.o.].$$4dM%gf i! + -
~

MCMQ *(329,67T) ' ' ^ (204,446)
a t''ain6uht wedb f. i@M C W 2864744 286,744

Net
' ^ % .i..M.f.Y g /[7.y @ . $ f.i. d .- @M $ j " 7$~ (42,927) $ (24,927)''
4 %,

e incioding the red 6ction to'n'et' rec" verabie fostriaisyri a'c6nsdinicollar basis Would haVe bee' $244,149 for 1980
_

o
~

n
** At December 31^.;1980Lcurrent cost ofpoderty. pidntjariSMhuephie'nt'ndo.faccurnulated depreciation was $7,022.944. while historical cost was

; M, w .a.r.4['M %I Q M %,4 1Q?NfK.MM J|g,:. ,.. ppUT, ma fh W-
l

. $4.131.309. . y

i Pr6edrtyheld f4 fuef@pmerytfa;;sireferred tolfythe accopanyig:.s m.g; d$, , utility plant in service, land, land nghts and
.

' Property, plant and equi g datatindu s
.

jrscie&@ pssntsc80nrnining property;The: constant;donaninfor@mation!was: determined.;gTnflR6gidssi cbal' handling equipment and oil, gas andbyiad[isting.histoncal amounts by the ratio of the average
| D ieDdi of the CPI-UldO5ng ifietyistd6d/a' s'etsMeielacquirddfohE6ndluct'ed to the average CPI .U index for 1980. Current cost us

J Construction Costs.Sil and; gas;hidiarilyg Mi(ideichds'uryy[irig', pian}b[the; Handy-Whitman Index of Public Utility
Uti(ily properties Wasi eter}iViindd td

prcpertiss.wergrestated.to'chrtent costa primanly by adjusting histoncal costs by externallyr

' .Jd.eveloped indexe's!foFo_ns,b. o, re'and:o.,ffsho, re?.propertfe.s| C. urre.ottos.t inform..a, tio.n does not represent the replacement cost of-

- . . ym .c .m .~ga
. m

.the; Company's productive capacity;since pi . -

{ cuirent cost of existindjss' tsg;,yM',M, ant!.would:not be* replaced:prects.ely in kind, but rather are an approximation of th,
|

y%%,[J.'QQKy . , s
' e ;'

.

UThe constant dollar and current cost. provisions' fordepreciation were determined by applying the Company's histoncal
j depreciation ratesito't'he restated | prop'ertj amounts.,Reda'teme'nt ofdspreciation, depletion and amortization of oil, gas and

imining properties was cojTiputed bRapplying histondal'uhit ofiproduction rates to the restated property amounts.i

l , As allowed by FASB No(33, items.in.the income statement.,other than depreciation expenses, were not ad usted. The cost
.

( of fuel used in electric generation and operating and maintenance expenses are essentially stated in terms of average current
J year pnces and the'refore do'not require restatement.

''

4 9+ ' " ; ' ; i T. c ; ,

. e, 7,a. s.rdbee. n:sdyste. d,d;thei ,,, .tddd.e.,ral iri,come tax policy recogeciatiopalba,nces an, A urr'en +tment tax credit accelerateO. ., lif. a. .c. corda.n.ce, .>w- . it,h. FASB No.l~33,, federal income. tax,,e,x 'h.y ,C si
.,

.
, f ,#( - g e -

t w

a nizes:to a.c' ertain extent,the e} ffecisiof.iiiffati.on;Liberali, zed
g a f

capitalrecovs .Tiodever,fashiidt016thfederal'liforde" laIEhadieriYa'ri&sts'dishe' tsErate hasincreased signifi.l i

(cantly as a result'of trisjec5nyu'rii.hasing 'poweficfj!$jbiatdd MxableI,nc8516(Tlidfeom|Mrifs effective federalincome
~

l - tax-rate in 1980, when adpsted for infration, is 56 percent undecconstant deller and-69 percent under current cost, each of
| which exceeds its reported effective tax rate of 40 percent and the statutd'yrate of 46 percent.r

< - rs + c % w 7., p ,
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FIwe Year Come; _-M. of Selected Saspplesseerstery Financial Data 1
Aqsasted for Effects of Clearegivsg Prices ;3,

(In Thousands of average 1980 dollars, except per share amounts)
'

,

/1'976' 1980 1979 1978 1977
'

.

'

Revenues _

+
.

.

; .

Histoncal . <!-
~

.$2.367,264 $1,854,159 $1,349,438 $1,095.561 $ 851,174
',2,367,264 2,104,905 1,704,408 1,489,,722 1,232,081Constant dollar . .

'-
s

Net Income 16 F,@,Q gjggn,w if[ E.T t .-%_t R - ; R- -
-

i , ~, {f *4v ,
- '

Constant dollar . "4
;. gt.j.26. .ff q. O !? r;$ M88;981 $D161,,846Historical . ;

P * ' V. , *,. .^N./s. .;*.my .: D* ;':.t Ul-k .W. . p. c . ,.85 522 n =4d. 2. ,284"a ; - . . a k: :4h. 9.o % .

" ;. ynigdqqdW.0.W9p4 2t3i i86 194/ P s t etw - /.;
.

Current cost +
3. . , .

__ __ . _ _ _ _ . __

Earnings per share ogj /d., i; y,Q'$$;W +, .::, s.| ; f 2m y '(i o ~ -

..;.:4 %,G $! a.E.._@,, l.. .S U .he,. .T.$7Q.4:7%$r C4.;84 . P,
*

: -9U -

Historical . . .,. , , .y. o . a. : f ::b. 6 s h 219"*,'m"c3!05: 7 a_ 4sConstant dollar . g4
,. < 7 . h.hi..T.|;:.d Q. $;.M.C. .2 W- c : #.1'90: ; ' ?2.:58' Current cost ' ..p

.
-.

2 -

Common Stock Equity at yearfend t ; . %j '[hh fCWe|$ f M: 'i 3-., ,

(including electric utility;propert[ I'M 4. Z ;y _ _ .

only to the extent recoverable) g;% m;g W:$ 2?1 .i,., T "M " ,

"~

. :.. ~ . , . g $@2/p?,w@. b .? iMeh.$1i498.543. $1,244,438.
Vu! Historical . '

,

.p.E 6M 7 7|T,1*,490,689 1'374:,477'~ Constant dollar . . .3
u,,.W. g/.;M&c|ffA M,495',413' ~ l',374;842Current cost .

Gain from dec!ine in purchasing powerj ,4fg 1 ,1; MJr A<Qt J ,

of net amounts; owed . .y.y;;A*;.g.n.u : S.cw 45, i286,744 $ 301,435 . . "
7 ,

.. M u 4 c M e N. . 7, s
Excess of increase in general priceflevel '.g <Nj.5 N.iS307,205 $ 304iS27e -M e ,, i.W

-

-4
,

overincrease in spectic pricesj GQ3 '#S X $ i.48 -

Cash dividends declared per(colnmonjhare ( *gQgp*&Q4 QM yksif .

Historical . . c ..O 7 m e4 a; J $2'3.6% NS2:12 ' $1.86 $1.61
Constant dollar . N.j N. 4W.f;he , Wt.I.W. . ' * .m0 . A .M. ., ., h., ,D$52.68:I258S @hbEES72,682.53 '2.33- ,M M._

'

~- g .,,m

Market price per common [shareIht; year,eXd/74pjppf N%:fy M y ,

$31%

'

dpfg.MCM7 QN3T%:U g M b. Q[<a h@ g {yjg
:p . 538. VJ t$29% '. G$27% $30%Historica! ,

' *] y .g
'

33 % '40% 44Constant dollari
- - - - - - - . .

Average consumer price indL P ?,$ . $.(,Qp.,n246D j217.4" 195.4 181.5 170 5

Underthe rate making' pies'cp'tMby[l ecMekdadhentleftlo[whichfiL&P.is subject, only the histoncal cost of plant is
recoverable:throQgh depreciation 9Ther@@6tethes&susIofitln.coist'ofiutilitt plant' stated in terms of constant dollars and current~

rates as depreciation:andi~s: reflected asra; red ' . rNnt,W.sIo.ve'iths Nstoric.al cost of utility plant is not presently recoverable in. ~
the'cUcost that occurr.ed ds.'.a resuitio.f.'in..fl,econM.w r

.
.s, ~

-to$ettrecoderabl~e cost"
To property ref@ct'thefecpndriscsW,reising(darfani.icitP|e.Statenient of.locome Adjusted for Changing Prices, the reduction

of net propertyc,pl.an.t| and' , t;sh.ou becoffset the awrfrom the decline in purchasing power of net amounts oved.
.o s

2 - of general purchasing power while holders of mone'ary. frno, ~ . ~ _.petwytassets su,la-
. , ~ ,

During a penod:of inflation.d, lie %siif '' thbMecliry,iri'puithdsind power of net amounts owed is primanly attnbutable to theliabilities. experience a gairf
substantial am'ount'of: debt arh ' st@whldtf#r td6eWused to' finance property, plant and equipment. However,
since the depreciatfor%tteslut f "ptiit%9msidtc{thefiehoveiry{of historical costs H,L&P does not have the opportunity tol .
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Annual Meeting . . , , ,,

The annual meeting of shareholders will be held May 13,
'

J W1
t

1981, at 10 am in the Electric Tower,611 Walker. Houston, ~

Texas. A formal notice of the meeting accompanied by a
_ ,% , . gj,

'

.'
proxy statement and proxy form will be mailed to sharehold- -/.;

.

ers on or about April 10,1981. ,
.
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U2W . - N 1. 4; 4 Jg|T.Houston Industries common stock is tr5ded.under;the symbol: -

HOU on,the New| York aridMdwest Stock exchanges.~.7 i RN;p.y? ;NQ s Q q u p g 5: p y g g y . y e ' ,.,',''q yMW
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. . x s.: ;. gn y pe.w gp:g - ,< r . a ;, ,,
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Texas Commerce Bank Nat.ional Asso.ciation; shou. .s.to.n,:: Texas.i.m n. 9 '". , *ga
Transfer Agent for the' Common Stock
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. ' ,RO. Box 2558, Houston,'TexasL77001 V M- m . m@ ,; M r:.4;. #5f +- S-
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Dustee Under indenture for Convertible Debentures { , * ~.J #1 l,' 4. n,,

. #
- m
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~ Texas Commerce Bank National. Association,T RoLeton,0 Texas f a 1.Nc;NM@h yrq,_ g& . ?Q49 Q,p@
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Fplesed jbyxasehtel; Power-L0os[e : dan;ariM?tsM":'.guimancee%to elimente the n' sed' for 6ne:edeli-Y} P"8""''[mn*,','s vwy significant fuPBream and Rost'was fired ankr
' g Wtional' power' plant.] .M; . w %gWQthat meine pinquk ' ; said Laura Doll, a

a hcirely after rolesemg figures show E! 1 @laldtiiej .;asould;no% Among'other things,'thi gity;gioj h departnant. ,
W in . ;@|i y owns the utility, itDjeg"that the peuvected cost [of'the;'ij)enger be;ebisNiemaliiite= share,$le-yvideo free energy' audits'and~beleie' market rate loans for weathermeslan~iNr

s
S es c

7 )prepect'hed climbed from an initialO mune t'he~otheQpophees Oeul(have;#Borrowers pisy. repay the%nsehpgeonsseeily. dedicate money to such
i'estimente of $1 billion to betweenfthe option of;bugongJapetin'oper-1.centage at cost up in-the time bpar' indding. their paymente to electricinnemisee, rather than depending on

,

'

'ations begin, an option eure to dis N bills. "We've found we cari reducegM nmney or on a public service@ $4.4 helleim and $4.8 billion. The lat-
M est estimate for the project is $15

courage any other potenteel'puschas ,. , electric use 30 to 50 percent on blii) commission ordering a utility to in-
.

. ? average on commweial and-residenG.stitute conservation measures. "We
~

billion.
. Austin claims that Brown and . er. ' .~

. Root did not have the expertise re ' In addition to the Houston and y tial buildings,"said Duncan. - ,- $have a tremendous advantage," Dun-

quired by the project and that Hous- Austin utilities, h city of San An- Most of the ,weatherization: in' can said.
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Ilar ch 31, 1983

TO:. Distribution
FRO!!: J. U. Estella h #* b
SUBJ: South To::as Project Electric Generating Station

Use of Procedures vs.' Audits Matrix

Attached are the matrices of Procedures vs. Audits, Revision 0, Update 0.
There are two classifications of manuals: program and procedure.
Program uanuals are:

HL&P - Project Quality Assurance Plan
nuclear Quality Assurance Program !!anual

BEC Project Quality Program ilanual-

ASHE Section III Quality Assurance Ilanual
ESI Uuclear Quality Assurance Manual [ETR 1001)-

ASIiE Section III Quality Assurance !!anual

All identified sections of a program manual under each audit activity must
be addressed on an annual basis; that is, by the end of 1983, all of the
"O"s must-be replaced by "X"s. If later on a section is determined to be
not-applicable to a certain audit activity, the matri:: uill be revised.

,

For procedures, the matrix works.slightly different. We must be able.to
chou that'all procedures have been audited at least once during'cach year.
Thus, if a certain audit identifies a procedure which was already audited
early in the year, it may not have to be audited again. E::amples of when a '

_ procedure vould be audited more than once are: 1) some aspects of the
procedure vere unsatisfactory; 2) some aspects were not applicable-to tlar '

carlier'aucit; or 3) the procedure has been revised since the last audit.-

The matrices will be revised as.necessary, and like the Project Audit Plan,
will be revieued at least quaterly. A revision is a change to the
requirements as noted; an update is the' input of the documents already
audited. ,

This system is really not as couplex as it appears. If you have any '

questions, contact either Darry Horris or myself.
JUE/D'M
Attac'ments
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IIATRIX OF HOUSTON LIGHTIUG & POWER MARCH 28, 1983
IIAllDALS AliD PROCEDURES VERSUS AUDITS REVISION O

UPDATE NO. 0

| CCD I DDD I DDD I DDD I D EG I GGG I GGG I GGG I GGG I GGG I GGIll!!
1110100011111122121010001001111111121222133111
1014168914701901120112341600123617901129102011

PROJECT QUALITY ASSURA11CE PLAN
SECTIOD 1.0 1000100010001000100010001000100010001000100010
SECTION 2.0 1000100010001000100010001000100010001000100010
SECTIOli 3.0 10 i O 10 01 O I 01 I I I Ol 0100 |
SECTION 4.0 10 1000100 lO I Ol iO 100 10 01000100 |
SECTIOU 5.O I000i Ol00 1000I000l000I00010001000l000100010
SECTIOU 6.0 10001 01000100010 01 0100010 i 001000100 1
SECTICU 7.0 10 10 010001 O 10 01 iO 100 1 001000100 i
SECTIOU 0.0 100 1 I I I 001 l 10 10 01000100010
SECTIOD 9.0 iO I OIO I I 01 IO I I 01C00100 10
SECTIOU 10.0 100 I 010 l l 001 O I O I 10001 00100010
SECTION 11.0 lO I 10 l l '001 iO I i 01 001C0010SECTIOI: 10 100 l i I I 001 1O l | 01 00100010
SECTION 13.0 100 | I i | 001 O I I 0010 01000100010SECTIOU 14.0 10 | I I I Ol lO I I O1000100010SECTION 15.0 10 1 010001 0010 010 1 10 1 01 0100 iSECTION 16.0 100 1 010001 O 100010 lO I I 001000100010
SECTION 17.0 10 Ol 010001 0010 Ol 01 O | | 001000100 1
SECTIO 1: 18.0 | | Of I I Ol iO I I 01 00100 l

| CCD i DDD | DDD | DDD | DEG | GGG l GGG l GGG l GGG l GGG I GGIllII
1110100011111122121010001001111111121222133111
1014166914701901120112341600123617901129102011

NUCL*IAR QUALITY ASSURANCE PROGRAM MAUUAL
SECTION 1.0 l l I I | | | 1 1 1 IO ISECTIOU 2.0 I | | | 1 I | 1 | | | O ISECTIOU 3.0 | | 1 1 I | | 1 1 I IO I
SECTION 4.0 | I I I I | | 1 l l i O I
SECTION 5.0 l I I i l | | 1 I l I0 i
SECTIOI! 6.0 I I I I I I I I I I IO I
SECTIOU 7.0 | | | | | | 1 1 I | | O. I
SECTIOU 0.0. | | | | | | | 1 1 I IO I
SECTION 9.0 1 I I i | 1 1 I i | | O I
SECTIO:1 10.0 1 I I I I I I I I I IO I
SECTIOU 11.0 | I I I I i | 1 I I IO I

- SECTIOU 12.0 | | 1 1 I I i i i 1 1O I
- SECTIOI: 13.'O I I | | | | | 1 |- 1 | 0 i
SECTION 14.0 1 I i i i i l i i I | O ISECTION.15.0 I | | | 1 | 1 1 I I IO ISECTIOU 1G.0 | | 1 | | 1 1 I I I | 0 |
SECTIOU 17.0 l | | 1 1 I I | | 1 i OI'

SECTIOU 10.0 | I I I I i | | | | | 0 1
^

,

.

u_ - F 8e
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i:ATnIK OF IIGUSTO!! LIGIITII:G & poi!ER.

MA!IUALS A!!D Pl!OCEDURES VERSUS AUDITS

I CCD I DDD I DDD I DDD I D EG I GGG I GGG l GGG I GGG I GGG | GG 1 | Il
.. 1110100011111122121010001001111111121222133111,

!-
1014160914781901120112341600123617901129102011

.-PROJECT E!!GIHEERING PROCEDURES
PEP .1.02- 1 I I | 0l | | | | | | |
PEP 1.03 I i l iOI I I I I I I I

-PEP 1.05 l i I IOI I I I l | | 1
PEP 2.01 I I l iOI I I | | 1 1 I
PEP 2.02 I I I IOI I I I I I I I
PEP .3.01 1 I I IO I I I I I l | |

[ PEP- 5.01 I I | | 0 l i I I | | | 1
PEP. 5.03 I I I IO1 i l I I i i i
PCP. 5.04 I I I IOl I l i I | | 1

~ PEP' .5.05 I I I IO I i | | | | 1 |

'. ICCDIDDDIDDDIDDDlDEGIGGGIGGGIGGGlGGGIGGGlGGI:l!!
-

1110100011111122121010001001111111121222133111
1014168914781901120112341600123617901129102011

., . PROJECT-SITE PROCEDURES
PSP. 00 I I I I i | | | | 0 | I |PSP. 10 I l | I I | | | | OI I I
PSP 13- 1 i i l I i l l i O l l I

i CCD | DDD 1 DDD I DDD l DEG | GGG l GGG l GGG I GGG | GGG l GG 11 !!
111010001111112212101000l001111111121222133111
101416891478190112011234f680123617901129102011

PROJECT HAHAGEllENT PROCEDURES
-- PHP .: - 0 2 I l' 'l 1 01 1 I I |OI I I
PilP 03 | | | 1 01 l | | | 0 I I I
PHP 105 I I i 1 Of I I I 'l O | | 1
PI;P '06' I I I | 01 1 I i 1 1 I I

I CCD I DDD I DDD | DDD | DEG | GGG I GGG 1 GGG l GGG l GGG l GG!!! II
1110100011111122121010001001111111121222133111
1014160914781901120112341GC0123617901129102011

PROJECT LICENSIIIG PROCEDURES
PLP '02 : I I I I Of | I I I I I l-PLP -03- 1 I I I Of I I I l I i l

:PLP 05 I l- 1 I 01 I I I I I l- |
,

e

|

. .

.

9

0

~ |

. , n-- _
_ _ _ _ - _ _ _ _ _ _ - _ _ _ - - _ - _ _ _
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Pnge 2
5; UATRI% OF-IIOUSTOU LIGIITIUG C POWER'

'

, 'NtJIUALS N!D PROCEDURES VERSUS AUDITS
s

I I CCD ! DDD | DDD'l DDD | DEG l GGG l GGG l GGG | GGG i GGG I GGM l II
1110100011111122121010001001111111121222133111

. . 10141669147819011201123416E0123617S01129102011
2 RECORDS MANAGE!IE11T'SYSTE1 PROCEDURES
RMSP 1.01~ l l i I I I Ol i I I I I

::RMSP 1.02' | |- 1 I I I Ol i I I I I
RIISP. 1.03 I 'l i I | | 01 1 1 I I l

-

:RHSP 1.16 I I I I I -1 Ol i I I I I
'

RIISP '2.02- 1 i l i l i 01 1 I I I I
RIISP :2.06 I I I l i I G1 1 I I | |RIISP '2.09 I I I | | 1 01 I i 1 1 I.

PJISP 2.20 | | |- 1 I I Ol | I I I I
PJISP :2.22 I l | I I I- 01- 1 I I I I
RIISP. 3.00 I I I I I I 01 I l i I I
RHSP 3.16' l' I -l i I I 01 1 I I I I

=RCSP. 3.17 I I | | | 1 OI I I I I I
RIISP 3.19 I I I I I I OI- 1 I I I I'

RMSP .3.20 | | | 1 1 I OI I I I | |
PJISP 3.24 I I I I I l- 01 I I I I I

: PJISP - 3.25 1 1 I I I I Of I I I I Ii RHSP. 3.26 I l- 1- 1 I I 01 I I I I I
. .RMSP 5.01- l | I l' I i 01 I I I I I

.RMSP :5.02 I I I l- 1 I Of I I I I I
RHSP 5.03 .I I I I I i Of i I I I i .i

'lCCDIDDDIDDD1DDDlDEGIGGGIGGGIGGGIGGGIGGGIGGllIl
1110100011111122121010001001111111121222133111
1014168914701 S 01120112341660123 G 17901129102011

. NUCLEAR PROCURE!!ENT! PROCEDURES
|NPP- 011 l 1. I IOl | 1 1- I l I- l-
11PP - 02 'l | I l' O I I I I i 1 -l !
11PP 03 I i | 1O I I I I I I I l-UPP2 04' i 1 I IO I I I -l ~l | | .1,

'11PP 05 l' 'l i IOl | | 1. .I 11 -l -l!!PP -0G l |- 1 IO.I .I 1. I l 1: I l'HPP' 07 'l I l l 'O I I I i ;l i I I
:11PP .00 1 I l I O 'l- 1 I | | | 1 -l

.

' j
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". 12TRIE OF iiOUS703 LIGFCII:G G POUEn<

IIAliUALS - AI!D PROCCDURCS VERSUS AUDITS

ICCDIDDDIDDDIDDDIDEGIGGGIGGGIGGGIGGGlGGG|GG11M,

1110100011111122121010001001111111121222133111
1014168914781901120112341680123Gl79011291020l1

-SUPPORT DIVISIO11 QUALITY ASSURANCE PROCEDURES
?SDQAP 1.1' i 1. | | l | I I I l iOI
SDQAP .1.2 I I I | | | 1 1 I I IO I
SDQAP 2.1 .I 'l i I I I I I I I IO I
SDQAP 2.2- | I I I I I I I l l IO I

iSDQAP .2.3 I I I l | I I I I I IO I
SDQAP. 2.4 I | | | | | 1 | | | | O I

"
'

'SDQAP 2.5 I I | | 1 I I l i I IOI
/SDQAP. 3.1~ l i I | 1 | | | | | | 0 I
.SDQAP '4.1' I I i l I l i l | | 1O|
SDOAP. 5.2 | | | | 1 1 I I I | | 0 I t

SDQAP 5.3 l' | | | 1 | | | | | 1O I
;SDQAP 7.1 | 1 1 | | | 1 1 I | | O1
-SDQAP- 7.2 I I I I I I | | | | | 0 I
SDQAP 7.3 | | | | | 1 I | | 1 | 0| |

,

SDQAP;;7.4 I i l i l i I I | | | Ol .-

''

SDQAP- -7.5. I I i ! ! I I I | | | 0 I [
.SDQAP 7. 7. I I l l I | | | | | | 0 1'

4

SDQAP 27.8 I i | | | | | | | | | O I- '!
- SDQAP-15.1 .I I I .I I I I- 1 I I IO I '

..

, SDQAP 15.2 , I i- 1 | | | 1 1 I I IO I
'SDQAP 16.1'- 1 I | | | .I i, I l l lO1
SDOAP 16.3' l- 1 I I I I I I i 1. I O' l -
SDQAP 17.1 *I I I I I I I I I I I O. l

-SDQAP 18.1 I | |' I -l | I I I l- 1OI
.

.SDQAP 18.2 I | | | | | .I I I I IO I .

I CCD I DDD l DDD I DDD | DEG I GGG I GGG I GGG l GGG I GGG l GGIIlil
1110100011111122121010001001111111121222133111
1014160914781001120112341600123617901129102011'

,

PROJECT PROCURENEliT- PROCEDURES ~ '

PPP. GLOSSARY l i | | 0 |- I | | | | | 1
PPP: 01- 1 | 1 i O 'l . I l l | l' I I

'PPPt OG l | I I O l- I l- 1 I l 1 l
PPP; 03' I i l i Ol | | l iO I I I

- PPP' '09. I 1. l. 1 O .I | 1 I l- | | 1
- PPP' 11 1 I i i O.1 I l l i I I l'
PPP 12 | | | 1OI I I i i i i l

iPPP 15' | -l I i-0-1 I i i l- 1 I I

I CCD I DDD I DDD l DDD I D CG I GGG l GGG I GGG l GGG I GGG l GGil l !! '^

'll10100011111122121010001001111111121222133111 1

1014160914701901120112341600123G17D01129102011
PROJECT. SPECIFIC QUALITY ASSURA'ICC-PROCEDURES

|- .is11"of the Project Specific-Quality Isacurance Procedures (PSOP3)
L ,will be audited by'the support Divicion OA Group.
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MATRIX OF BECHTEL EUERGY CORPORATIOIT llARCH 28, 1983
'

IIA 110ALS AliD PROCEDURES VERSUS AUDITS REVISION O
UPDATE NO. O

l CCD l DDD | DDD I DDD I DEG I GGG | GGG l GGG | GGG | GGG | GGU !!!
1110100011111122121010001001111111121222133111
1014160914781901120112341680123617901129102011

PROJECT QUALITY PROGRA!! HAliUAL
SECTION 1 10 01000100010 10 0100 10 10 01 1 010 |
SECTION 2 10 01000100010 10 0100 10 10 01 I 010 |
SECTION 3 10 1O 10 01 1 01 1 I I I 010 |
SECTION 4 10 1000100 I I 01 1 10 l i 010 l
SECTIO!! 5 10 01 0100 10 10 0100 10 10 01 1 010 |
SECTION 6 10 1 0100010 10 01 10 10 l 1 010 |
SECTIOU 7 10 10 010001 10 01 1 10 1 I 010 |
SECTIO 11 8 10 l I l I Ol i 10 l l 010 |
SECTION 9 I I 010 | 1 01 1 I I I 010 |
SECTION 10 10 1 010 l I 01 O I I I I 010 l
SECTIOli 11 I I 10 l i Of I i 1 1 010 1 (SECTIOD 12 10 l | I i 01 1 I I I OIO I
SECTION 13 10 | I I | 01 O I I 01 I 010 |
SECTIOli 14 10 l i I I Ol i I I I 010 i
SECTION 15 10 1 010001 10 010 l 10 I | 010 |
SECTION 15 10 1 010001 10 010 | I I I 010 l
SECTIOli 17 10 O! 010001 10 01 I l | | 010 1 1

SECTIOli 10 1 1 01 1 I 01 | | | 1 '010 l

I CCD l DDD I DDD I DDD I DEG I GGG I GGG l GGG I GGG I GGG I GGI!!!!
1110100011111122121010001001111111121222133111
1014168914701901120112341600123Gl790112D102011

ASI1E SECTIO 11 III QUALITY ASSURAUCE IIADUAL
SECTIOU 1 1 01000100010 10 01 O I I l i 10 l
SECTIO 11 2 l 01000100010 10 Of O I i 1 1 10 i
SECTIOU 3 | 1 O 10 01 1 01 1 I I I 10 |
SECTIO 1 4 | 1000100 I l 01 | | | | 10 |
SECTIOli 5 1 01 0100 10 10 01 O I I I I 10 l
SECTIOI! 6 I i 0100010 10 Of I 01 I I 10 l'
SECTION 7 | 10 010001 10 01 O l I I l 10 |
SECTIOli 8 I | | | | 01 O I I I I I I
SECTIO 11 9 I I 010 | | 01 | | | 1 1 I

- SECTION 10 I I 010 | | Of O I I I I I I
SECTIOU 11 1 1 10 | | Of I I I I I I
SECTIO!: 12 I I* | | | O! I I I I I I
SECTIOI: 13 I I I I I Of O l I I I l I.
SECTIOI! 14 I I | 01 I Of I I I I l l_SECTIOI: 15 l 1 010001 10 Of I I I I 10 |
SECTIOU 1G 10 O! 010001 10 Of I | | | 10 1
SECTIO:: 17 I 01 010001 10 01 I I I i 10 i
SECTIO!! 10 1 I Of I I O! I I I I IC I
SECTIOli 19 | 1 | | ! 01 1 I I I 10 1 1

APPCUDIX 1 l l l i 1 01 | | | | 10 l

.
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I ATRI% OF BCCIIT::L CUCRGY CCEPORATIO::
~

~

!!Id:UALC AI D PROCCDURCS VCRSUS AUDITS d

I CCD I DDD I DDD I DDD I D CG I GGG l GGG I GGG l GGG I GGG I GG:l lII 5
1110100011111122121010001001111111121222133111
10141G0914701901120112341600123617S01129102011

UORK PLAN PROCEDURES AND QUALITY COUTROL INSTRUCTIONS 2
UPP/QCI 2.0 i i i i l | 10 | I I I I ;-
11PP/QCI 2.1 1 I | | | | 10 1 I l l 1 =_
UPP/QCI 2.2 I I I I I Ol | I I I I i -

-

WPP/QCI 2.3 I I I | | I 10 | | | | | 4
QCI 2.4 I I I I I 01 1 I I I I I }UPP/QCI 2.5 I l | I I Of 10 1 I I I I ==
QCI 2.6 I l i I I Ol i I I I I I

..

y

11PP/GCI 2.0 | I | | | | | | | | 01 i A
IIPP 3.0 I I I I I i 10 | I I I I

UPP/QCI 4.0 l | I I | | O I I | | | | --

WPP/QCI 5.0 1 I I I i 10 l i I I I I

11PP/QCI 5.1 i l I I i 10 1 I I I I I
UPP/QCI 5.2 I I I I i 10 I I I I l |

'

11PP/QCI 5.3 I I l | I lo i I I I I i
11PP/QCI 5.4 I I l | | 10 l i I I I I
UPP/QCI .5.5 l l I I I 10 1 I I | | | !

dIIPP/QCI 5.6 I I I I i 10 1 I I I I i '

UPP/QCI 6.0 l | I I I 01 1 I I I I I ;{| UPP/QCI 7.0 i i l | I Ol | I I I I .I
QCI 8.0 I i i l i 01 |' | | | | | 3

UPP/QCI D.0 I I i | | | I 10 | | | | 2
UPP/QCI 10.0 | I I I I I i 10 l | I l

-

17PP/QCI 11.0 l i I I I l i I | | 01 1
-

UPP/QCI 12.0 l | I I l I l 1 01 1 I i =
UPP 12.1 l i I I | | | | 01 l | I 4
IIPP/QCI 12.2 l | | | | | 1 | Cl I l l e
UPP/QCI 12.3 | | |- 1 I I l | Ol i I I 2
ITPP/QCI 12.4 | | | | | | | 1 01 l I | QUPP/QCI 13.0 1 I I I I I I I Ol 1 01 i f
UPP/QCI 15.0 l l l I l l i I O! l I i 4UPP 16.0 | | 10 | | | | | | | | |

)411PP/QCI 17.0 I I I I l i I | 01 1 I I
'

UPP/QCI 10.0 l | I I IO I I I i | | | 'a
11PP 19.0 | | 1 | | 1 | | 01 | | | J.f UPP/QCI 20.0 | | | | | 1 10 | | | | | "i

.
UPP/QCI 24.0 l | I I l | I I I I Of I i|' UPP/QCI 25.0 | | | | 10 | I | | | | | 1 .
11PP/QCI 27.0 I I I I l i i 10 l l l I %ITPP/QCI 28.0 l l I I I I I I 01 I l I i

QCI 23.1 1 I I l l | I I 01 1 I I

TJ-11PP/QCI 20.2 I l l I l I l | 01 1 I l
UPP/QCI 20.3 l l | I l l | I Of I I I 5
11PP/QCI 34.0 | I I I I Of I I I I Cl l i

-
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IilWRI:: OF DECEOCL CIICnGY CORPORATIOl!
!!AliUALS ' AIID PROCCDURES VERSUS AUDITS

'

.

'

ICCDlDDDIDDDlDDDIDEGIGGGIGGGlGGGlGGGlGGGIGGIlII'

1110100011111122121010001001111111121222133111
1014160914781901120112341600123617901129102011

-PROJECT QUALITY ASSURA11CE PROCEDURES |
PQAP 1.1 I I I I I 01 1 I I I 10 I .

PQAP 2.1. | | | | | | | | | | 10 I l
POAP 2.2 | | | | | | | | | | 10 l !
PQAP 2.3 I I I I | | | | | | 10 l i
PGAP 2.4 I I I I I Ol | I I I I I i
PQAP 3.1 | | 1 1 I 01 1 I I l 10 1 !
PQAP 3.5 I I I of I 010 I I I i 10 1 1

- PQAP 3.6 I I I I I Ol | I I I 10 i
PQAP 3.7 I I I l 1 01 I I | | 10 1 !
PQAP 3.8 I I i 10 1 Ol l I l I 10 1 ;

PQAP 3.9 I I i 10 i Of I I I I 10 1 !

PGAP 3.10 1 01 I lo 1 01 I | | 1 10 |
I

PQAP 3.11 I i 1 10 1 01 I I I i 10 I j
PGAP 4.1 I | | | 1 01 I | | | 10 I

'

PQAP 4 .' 3 | | | 10 1 01 1 1 | 1 10 I
'

PGAP 5.1 | | | Of I 01 | | | | 10 I
PQAP 5.2 l I . I I I Ol | I I l 10 l

,

PGAP 5.3 I I | | | | | 1 I I lo i
PQAP 7.1 1 IO l 10 l 01 1 I I I I l <

PGAP 7.2 l 10 1 10 1 01 1. 10 l i 10 1 4

PQAP 7.5 I I i 01 1 01 I I l i 10 1 !PQAP 7.6 I | | Of I 010 1 1 1 1 I I
POAP 7.D l I 10 | 1 Ol' l | | | 1 1 1

- PGAP 7.10 I | 1 01 i 010 I I I i 10 1 !

PGAP 7.11 1 I I 01 1 Of I | 1 I I I |PGAP 7.13 I | Cl 10' I Of 10 10 l i I | .

PQAP 7.14 | 10 1 10 1 Of 10 l | I | | j
PGAP 7.15 | | 1 01 1 010 1 1 1 1 10 I i
POAP 7.16 I l I 'l O I 01 10 I I i 10 1

.
-

PGAP 7.17 I I I 10 l Cl 10 ! | | 10 1 -

PQAP 7.10 l 10 l i I 01 1 I l l 10 1
PQAP 8.1 I i l l | 01 | | | 1 10 1 ;

- PQAP 0.2 1 | | | 1 Ol I l | | 10 l d

|
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, ' :!ATP.IH OP OCCUTEL EliERGY CORPO2ATIOI:

l'A!IUALS A11D PROCEDURES VERSUS AUDITS
.

I CCD I DDD I DDD I DDD I D CG | GGG l GGG I GGG | GGG I GGG I GGII l l:
1110100011111122121010001001111111121222133111
1014165914781901120112341620123G17901129102011

ENGINEERING DEPARTilENT PROCEDURES
EDP 1.7 1 1 10 10 l | I I I i 10 I

.EDP- 1.10 1 1 10 10 l | | | | | 10 1
EDP 2.13 | | 10 1 I I I I I i 10 l

'EDP 4.1 1 I O 10 I I l | | | | 10 I
EDP . 4.2 I IO 10 10 1 I | | | | 10 l
EDP 4.4 | | O 10 10 l | | | | | 10 l'EDP- 4.23 I IO 10 1 I I I I I i 10 I

-

. EDP 4.25 I I O 10 I i i l i I I 10 t
-

~EDP 4.26 I | 0 10 l | I 'l l I I I I
EDP 14.27. I IO 10 I i l i ! i l 10 1
EDP 4.28 I IO 10 l i I I | | | 10 I

.EDP f4.31~ l i O 10 1 I | | | | | 10 I
'

EDP 4.33 1 -l O lo i i 1 | | | | 10 I
'

EDP' 4.34 1 i O 10 I I I I | | | 10 1
EDP 4.3G l | O 10 l I i i i i l 10 'l

-EDP 4.37 I | 0 10 I I | 1 l l l I l
|EDP -4.46 | | 0 10 10 l i 10 1 1 l 10 I
. EDP 4.'47 | 1 O 10 10 l 1 10 | | | 10 l '

EDP 4.49 | | 0 10 10 I l l | I | 10 I
,EDP- 4.50 I I O 10. 10 I l I I I i 10 I
EDP:- 4.52 I l- O 10 10 I i 1 1 1 10 I1EDP' 4.55 1 100 10 10 | I f I I i 10 i
EDP. 4.58 | 100010 l i I l I i .I 10 1
EDP- 4~.60 I i O 10 01 1 10 1 I | | 10. I

'EDP 4.61 I I O 10 01 I 10 | | | .I 10 1
EDP. 4.62 l 1 O 10 010 I i -l | I I 10 1:

.EDP. 4.63 | 1 O 10 Of I' | I | | l- 10 t.EDP 4.64 1 10 10 Of I I I I | | 10. I
LEDP -4.65 I I O 10 01 1 I | 1 1 I 10 I
J EDP :5.1 1 1 10 10 l i I | | | 10 I
.EDP 5.10' | | 10 'lO -l- 1 I I I l 1 l-
EDP .5.13 I i 10 10 1 .I I I I l 10 i
EDP. 5.15 i i 10 10 3 l- .l. I l- l' I .I 2
EDP ~5.16 I i 10 10 * 1 .I l- 1 I l 10 1

- EDP 5.25 i |- 10 'lO I l' l. l 1 l 10. Ic
EDP 5.31' 'l 01 I I l i I I I I 10 I, EDP 5.32 'l 01 10. 1 I I I* I I I 10 l
EDP '5~34 1 'Of 10 I I l> l

. 'EDP 6.5 | 10 ~ 10 l~ l i I
. I I i 10 I.

-

I I l- .I l
EDP. 6.10 l 10 10. l' l- .I I I l' l .10 I

. .
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. , . - I4ATRIC OF BECUTEL EUERGY COOPORATIO:I

~

~

MAliUALS Td!D PROC 0DURES VORSUS AUDITS.

\

-

|CCDIDDDIDDD|DDD|DEGlGGGiGGGIGGGIGGG|GGG|GG:1iU
1110100011111122121010001001111111121222133111
1014160914781901120112341680123617901129102011

. PROJECT' PROCURE 11EHT PROCEDURES
PPP-- 1.2: I l 10I I I I 10 l | 10 I

'PPP 2.0 | 10 i OI - l l I I l 1 10 l
'PPP : ' 2.1:- 1 10 iO I I i l i l i 10 l

,

PPP':3.0 1 10 1O I l i I l i I 10 I
'

'

.PPP- 3.11 i 10 1OI I I I I I I 10 1
PPP 3.2 i 10 1O I I I I I I i 10 1
PPP -3 . 4 I 10 iOI I I I I I I 10 I

_PPP 3.5 I lo 1O I I I I I I i 10 1
~PPP :3.6 I 10 10l i I I I I I 10 I

- --PPP 3.8 1 10 1Ol ! I I I I l 10 - l
.

PPP- 4.0 1 10 lOl
'PPP; 4.1 1 'lO lO I

. I I | | | | 10 l
l | | | | | 10 l

.PPPb:4.2 | 10 1O1 I | | 1 i i 10 .I.PPP' 4.3. I 10 iOI I I I l i I 10 1

'

- PPP. 6.0 I .I 01 | | | | 1 I i 10 1
-PPP' 6 '.1. |- I '01 i i l | I I i 10 lPPP '8.0 l i i l I I i 10 l I 10 I

.

~

l CCD | DDD | DDD i DDD I D2G I GGG I GGG | GGG | GGG I GGG I GGM l !!
1110100011111122121010001001111111121222133111
1014160914701901120112341680123617901129102011

PROCUREMENT SUPPLIER. QUALITY PROCEDURES
PSQP 1.1 1 1: 01 | | 1 | | | 1 10- |

'PSGP 1.2 1 'lO Of '01 I I | . I | 'l 10 1
PSQP 1.' 3 ' I I 01 1 I I - l I l. I to I
PSOP''1.4- I CIO I l- 1. l | 1. 1 1 10 "I
PSQP 1.5- 1 Ol ~ l || - l i I i i 1 'l l
PSQP 2.1' l. 10 _ l i I I l' - l i I 10 'l'
.PSOPL 2;2 l' 10 1. I i i l- . I l- l' 'l0 - I
PSOP- 2.3 'l 10 1 01- ' l 1 1, I I :| ' l O -~ l
PSQP 2.4 l' 10 l i ' l- I l' - lL l- ~l 10 l'
:PSOP/ 2.5 1 10 l i l~ l - l

. I I i 1. 'l l
I l- I 'lO .I

'

PSQP ' 3 .1 1 10 01 1 I i - l
PSQP -3.2' l 1 - 01 - Of I I I I I l -1 i

L PSQP.1. 3.'3 .I .I 101 -01 I i l I- I 'l 'l I
_

.
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I2TRI:: OF BECHTEL E!!ERGY CCEPCnATIO;;
IIAI UALS AIID PROCEDURES VERSUS AUDITS

| CCD | DDD i DDD i DDD | DEG I GGG l GGG l GGG l GGG I GGG I GG:Il Il
1110100011111122121010001001111111121222133111
1014160914701S011201123416C0123617S01129102011

GEZIERAL . PROJECT REQUIRE!!EliTS
GPR 2.1 1 I I 10 10 | I I I I I I
GPR 2.2 l I i 10 10 I l i I | | 1
GPR 2.4 I I I 10 10 I | | | 1 1 I
GPR 2.7 I I i 10 1 I 10 l i I I I
GPR 2.8 l I I 01 l 10 1 I I I I I
GPR 2.11 1 1 10 10 10 1 I I I I l i
GPR 2.18 I I l l 10 | | | | 1 | |
GPR 2.19 I i 10 01 10 10 1 I I I I I
GPR 2.20 1 1 10 Ol 10 10 l i I I I I
GPR 2.22 I I I I 10 l | I I | | | gg
GPR 2.24 I IO 10 10 10 l i I I I I I
GPR 2.25 I IO I I I I | | | | | |
GPR 3.2 I I l i 10 | I l I i i I
GPR 3.3 1 01 1 1 10 | | | | | | |

| CCD i DDD I DDD I DDD I D EG l GGG I GGG l GGG l GGG l GGG l GGII I Il
1110100011111122121010001001111111121222133111
1014160914701901120112341660123617901129102011

RECORDS IIAITAGEllE11T SYSTEIIS PROCEDURES $RI-!SP 1.02 i 01 l i 10 | I I I | | 1
PJ:SP 1.16 1 01 1 1 10 I i l i I I I
PJISP 2.02 i 01 10 10 10 1 I I l | I IRI!SP 2.03 i 01 l 10 10 I I I I I I I
RIISP 2.0G l i I i 10 | I I I | | |PJISP 2.05 I C1 1 10 10 1 I I I I I i
RIISP 2.00 1 Ol i 10 10 I I I l | I IPJISP 2.09 1 | | 1 10 | | | | | | t
RIISP 2.13 I 01 1 10 10 l | I I I I I
PJiSP 2.16 I 01 | | 10 1 I I I I l I
RIISP 2.20 1 01 1 10 10 1 I I I | | 1
RilSP 2.22 1 01 1 1 10 1 I I I I I i

|

.
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IIATRIX OF EBASCO SERVICES, INC. HARCH 28, 1983
NAliUALS AIID PROCEDUP.ES VERSUS AUDITS REVISIOli 0

UPDATE NO. O

I CCD I DDD I DDD I DDD I D EG I GGG I GGG I GGG I GGG I GGG I GGD l lt
1110100011111122121010001001111111121222133111
1014168914701901120112341680123Gl7901129102011

NUCLEAR QUALITY ASSURAIICE MAITUAL [ETR 1001]
QA-I-1 iO I I I IO I I 001 O 10 100 l 010
QA-I-2 lO I I | | 0 I I 001 O 10 100 1 010
QA-I-3 iO I I I IO I I 001 O 10 100 1 010
QA-I-5 I I I I I I IO IO I 100 I I
QA-I-6 I I I I I I IO I I 100 I l
QA-III-1 1O I | | | 0 I I 001 -O 10 100 1 010 ;
QA-III-2 IO I I I I I I 001 1 100 I I ;

QA-III-3 I I I I I I IO I O lo 100 l I ;
QA-III-4 iO I I i l | I IOI 100 I l e

OA-III-5 I I I i 1 .O I I lOI IO | 1

QA-III-6 IO l l i IO I IO IOl 100 l 010
- QA-III-7 iOI I I IO l IoI i 100 1 010
QA-III-8 iOl i I | | | O l i 100 1 10
QA-III-9 I I I I I I IO I I IO I i , ,

QA-III-10 iO I l- I IO l I l 10 100 1 010 !

QA-III-11 IO | I I IO I IO I 10 1O I OIO
QA-III-12 i O l i I IOI lO I | | 0 i 010
QA-III-13 IO I I I IO I IO I I IO l 010 _!
QA-III-14 101 | | | 0 l | I O 10 100 1 010

'

QA-III-15 I I I I I I IO I I 100 1 010
i
.

1

i
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MAliUALS A:ID PROC::DURES VERSUS AUDITS
T

ICCDIDDDIDDDIDDDIDEGIGGGlGGGIGGGlGGGIGGGIGGllM i

1110100011111122121010001001111111121222133111
1014160914701901120112341G00123617S01129102011

AS!!E SECTION III QUALITY ASSURAUCE !!ANUAL
I-1 I l- 1 I I I I 01 1 100 I i
-I-2 | 1 1 I I I I Of I 100 1 I
I-3- 1 I I I I I I I i 100 | I
I-4 I I I I i | I I I IO I I

'

I-5 I I I I I I I I I IO I I '

I-6 I I I I I I I I I Ir i I ;
~'. I-7 I I l i I I I 01 1 100 | I !
=I-S I I I | ! I I I I IO I | :
I-9 -

1 I I I I I I l i IOI l ;
I-10 1 I I I I I I I I 10 1 I
II-1~ l ! I I I i l | I IOI i *

II-2 | | | | 1 1 I i | 100 l I :
'II-3 I | | | | | | | | 100 | I
II-4 I I I I I I i 1 1 10 | | ;
II-5 I | | 1 1 I | | | 10I 10 t

'

,
III-1 1 I I I I .I I 01 1 IO I 1 ;
III-2 I i l i i l i l i 100 1 I )
III-3 I I | | | | | | | 100 I I ,

-

III-4 I I I I I I I I I 100 I i
'

III-5 I i | | 1 I I I I IOI lo
'III-6

'

I I I I I I , I 10 100 1 01
.III-7 I I i -l I i F i lo 1OI 01 ,

.III-0 i ! i i I i 1- 1 1 1. O I 010
III-D 1 1 I i l I I I I .I O i 010o III-10 1 I l i I I I I 10 100 I I !

III-11 1 I I I I I l | | 100 1 Ol =
.
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-|1A2nIK OF EDASCO SERVICES, I!!C.,
.

!!A!!UALS A 1D PROCEDURES VERSUS AUDITS
,

,

1 CCD | DDD i DDD | DDD I DEG I GGG 1 GGG l GGG | GGG I GGG l GGIl l !! -

1110100011111122121010001001111111121222133111
1014168914781001120112341600123617901129102011

-QUALITY COIITROL PROCEDURES '

QCP-1.1 I I | | | | | 0 l | I I I
QCP-2.1 l' O l l I IOl 10 1 1 I l -010
QCP-2.2 iO I I I I I I I I I I I
QCP-6.1- | | | | | | 1OI | | 1 l

,

QCP-6.2 | | | | | | | 0l | | l 1
'QCP-6.3' l- 1 I I I I IOI l | I I
QCP-9.1 1 I I I I I I I I I i 10

:QCP-9.2 I I I l ! I I I | | 1 'lO
QCP-9.3 1 I I I I I l I l- 1 I 10
QCP-9.4 I I I I l i 1 l l I l 10
-QCP-9.5 I I I I | | | | | 1 1 10
:QCP-10.1 iO | | | 1 I i | 1 1 I I
QCP-10.2 IOI l i I I l l | I l~ l
QCP-10.3- 1OI I I l. I I I I I I I
QCP-10.'4 iO I I I I i l | I | | |

JQCP-10.5 iOI I -l l i I I I I I I
-QCP-10.6 I I I I I I I I I I I 10
QCP-10.7 10 | | | | | | | 1 | | 1
QCP-10.8 IOI I | | l' l I I I I I
QCP-10.9 iO1 i l i O l i I I i 1 I

. QCP-10.10 101 I I i l i l i I l- I
QCP-10.11~ l | | | | | | .I I i 1 01'

QCP-10.12 l i I I l | I | 1 I I 01
QCP-10.13 I I | | l. I I I I I I 01

=QCP-10.14 |- l' l | | | | 1 I l I Cl
-CCP-10.15 l' I I i | 0 | I I I I I l'
QCP-10.16 i O I 'l | | 0.1 1 I I I I l'
QCP-10.17 'l l i I IO1 1 1 l .I I l'

~QCP-10.10 l- 1 I I I O'l | I | -l I .I,_

QCP-10.20 I I I I lO1 I I I I -l: 'l
GCP-10.21. I -l | I I i i | |- 1 I Of

<

.'QCP-10.22 1 ~l I | -l i I O l. |- l' I 01.OCP-10.23 'l O l. I | 1 .I I I I l' I iQCP-10.24 l' O l | I | .I I I I I I I
QCP-10.25 | O I i I ~1 I I | .I I i |
QCP-ll.l. I I | | | 1- 'l 1. l -I- ! -01.QCP-12.1- 1 I | .I 1 .I 1.0 1 1- :l: | .I

-QCP-13.1 l i I I l' I 1 1: 10 1 1. 21QCP-13.2 11 0 .1 i ! lOI IO I i 1. 'l OliQCP-13.3' l. 'l I I .1 -1 I l 10 1 I 1:
-QCP-14.li iO l- 'l I l- O 1. I Os t i I | :ClO.QCP-15.1 1 I -|- I l- 1 1 0 .I i 1 l !"QCP-15.2 'l ~l- : 1.. I I i 11 0 | | | 1 l
-QCP-15.3 | ;l. 1 |- l .l. I O -l ~l' .I I IA QCP-16.1 -1 .l; .I I l | I 0.1: ,1 1- 1 I

a q |QCP.-17.1- 'I :l; I l .l. I :1 ODI. I I l- ||, y'
~
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15ATRIZ OF EDASCO SEnVICES, IliC.-

I'.AI.UALS AI!D PDOCEDURES VERSUS AUDITS
, .

'

|CCDIDDDIDDDIDDDIDEGIGGGlGGGIGGG|GGGIGGGIGG:llII *

1110100011111122121010001001111111121222133111
1014168914781901120112341680123617S01129102011

QUALITY ASSURAliCE PROCEDURES
~QA-G.1 | | 1 | | | 10 I | | 01 I
QA-G.2- | | | | 1 1 IO I I IO I l
QA-G.3 1 1 I I I I IOI I IOI I
QA-G.3.1 iO I I I IOI I I I IOI 010
QA-G.4 I I I I I I IOI I IO I I
QA-D.3 I I I i l i IO I I IO I I

'QA-D.4 I I I I I I IO I I IO I l 4QA-D.S.2 I I I I I I IOI I | 0l I i

!CCDIDDD1DDD|DDD|DEGlGGGlGGG|GGGlGGGlGGGIGG11!! |
1110100011111122121010001001111111121222133111
1014168914701901120112341600123617901129102011

SITE QUALITY ASSURAllCE PROCEDURES
QAS-1 I i i I I I IOI I I I I
QAS-2 1 1 I i 1 1 IOI i 1 I I jQAS-3 I I I I I I IO I I I I I
QAS-4. I I I I I I IOI I I I i
QAS-5 I I I | | | | 0I I I I I
QAS-6 I I l | I I IOI I I I I
QAS-8 I I I I I I IO I. I I I I
QAS-9 I I I I l- 1 |01 I I I I

'

QAS-11 1 I I I I I l' O I I I I I {QAS-12 I .I I I I I IO I I i 'l 1
-QAS-13 I I I I I I IOI I I .I I
QAS-14' I I I I I I lOI I l l I

-QAS-15- 1 I I I I .l. IOl i I I I
iOAS-16 I I I I | | | 0 I i 1 | |
.QAS-17 1 1 ~1 1 'l l I .O I 1 I- 1 I,

QAS-10- I- 1 I I I I I O .1 I I I I
QAS-19 I I I I I I IO<l i I l- 1
QAS-20 I l .: 1 I -l i 1. O . l. | || | 1
QAS-21. I I I I I 1. l~ O .I I I I l

'

QAS-22 :I l I .I I I -l' O I: l' I l 1
-QAS-23' .I I .I i | .I ~l O .I' l I- l 'l

j

[s

|
-

- 1
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.
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!!ICRI;; 0F EUASCO SZnVICES, IIIC.
IIA!!UALS AIID P20CEDURCS VERSUS AUDIOS

|CCDlDDDlDDD|DDDIDEG|GGG|GGGlGGG|GGG|GGGIGG:11M
1110100011111122121010001001111111121222133111
10141G5914781901120112341680123617001129102011

SITE QUALITY ASSURANCE IDSTRUCTIOliS
'QAI-001 I I I I I I IoI i l i I
QAI-002 I I I | | | 1oi I I I I
QAI-003 I I I I I I Io| I I I I
QAI-004 I I i 1 I I Io1 I I i 1
QAI-005 I I I I I I IoI I I i i
QAI-00G I | | 1 1 | | 0 | I I I I
QAI-007 I i i | I I loi I I I I
QAI-000 1 I I I I I Ioi I I I l
QAI-009 I I I I I I I Io| I I I
QAI-010 1 I I I I I Io| I I I i

-QAI-011- 1 I I I I I Io| I i | |
QAI-012 | | | I i 1 10 I | | | |
QAI-013 I I i 1 I I Io| I | | |
QAI-014 |- 1 I i | 1 I I I I I 10
QAI-015 I I | | | | | | | 1 I lo

-QAI-016 I I I | | | | 0 1 I I I I
QAI-017 I I I I I I Io| I I i 1
QAI-019~ l | I I | | 1oi I | | 1

,

'

.
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Dage6
- IIM2 RIH OP EDASCC SERVICES, IliC.

MA!!UALS AUD PROCEDURES VERSUS AUDITS

.

I CCD l DDD I DDD I DDD I DEG I GGG I GGG I GGG I GGG I GGG I GGI: l !!
p

M 1110100011111122121010001001111111121222133111
1014160914701901120112341680123G17901129102011

. ADIIIIIISTRATIVE SITE PROCEDURES
ASP-1 1 1 I i l i l I i 10 l I
ASP-2 l | I I l | IO I I 10 I I
ASP-3 I I I l i I i 10 I lo i I
ASP-4 I I I I IO l I l i 10 1 01ASP-5 I I I I I I IOI 10 10 I l

'

ASP-6 I I I i 1 I | 01 O l i I |
ASP-G l ! | | | 1 l I i 10 l i
ASP-ll- 1 I I I I I I 01 l 10 l i
ASP-12 I l | I I i | | | 10 1 IASP-14 I I I l l | I I i 10 | |

i
'

ASP-15 I I I I I I I i 1 10 | | |ASP-16 1 1 I I I I | 01 I 10 I I |ASP-19' I I | | | | 1O IO I 10 | |
{" ASP-20 | I I I I I I IOI 10 | | *

f
ASP-32 I I I I I I | 0 I 10 10 I IASP-33 1 1 1 I I I IOl i 10 l I

{ASP-34 I I I I I I IOI I 10 I I
|ASP-22 I i I I i l i l i 10 I | :

1 CCD | DDD I DDD | DDD l DEG I GGG l GGG l GGG I GGG l GGG l GGIl l!!
1110100011111122121010001001111111121222133111
I0141609I470190112011234(600123617901129102011 ;

.COIISTRUCTION MAUAGEIIENT IliSTRUCTIONS
. !- CliI-1 - 1 I I I I I I i iO I I I

| CCD l DDD i DDD I DDD I DEG l GGG I GGG l GGG l'GGG l GGG l GGil l II :
1110100011111122121010001001111111121222133111
1014160914781901I20112341600123G17901129102011 |UO11 DESTRUCTIVE EXA!!INATION PROCEDURES 3

: UDE-002-1 'l 'l I l- I- | 1 ~l 1. I: 1 10 $
UDE-002-2 I i 'l 1: I I I l 1 I l' 10- -!11DE-0 05-1 -- | | 'I i ' l | | 1 1 I i 10 -]!!DE-006-1 I I I I -l- 1 I I l- 1 I 10 i
IIDE-0 07-1 - 1 | | l I- 1 1 1_ .l .I | 10 i

,

1
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IIAT2I;: OF E2iSCO SEnVICES, II!C.
!ILUALC AIID P20CCDURSS VSRSUS AUDITS

I CCD I DDD I DDD I DDD I DEG I GGG I GGG I GGG I GGG | GGG I GG I III
1110100011111122121010001001111111121222133111
1014160914701901120112341680123517901129102011

COIISTRUCTIO11 SITS PROCEDURES
CSP-1 1O I l i I I | | | | | 1
CSP-2 1 'l i I IOI I I i l 1 01
CSP-3 | | | | 1 1 I I i 10 i Cl
CSP-4 IOI I I I I I I I I I I
CSP-7- | | 1 1 | | | | 1 l | 01
CSP-9 | l i | | | | 1 1 I I 01
CSP-10: 1OI I I I I I I I I I |
CSP-11 1OI I I I I I I I I l' I ,

~ CSP-12- 1O l I i l l I l 10 10 l | |
CSP-13 IOI I I i | 1 I I I I I |

' CSP-14- 1O I i 1 | | | | | 10 I l '

CSP-16 I I i | 1 1 I I I I I 01 |CSP-17- 1 I I I l | I I .I I I Ol0i i
,

CSP-13 IO l I l l I l i I I I I I

CSP-20~ lO I 1 | 1 l I l I l i I
CSP-22 l'O l i I I I I I I I I Ol

-CSP-25 I I I I I I I I i 10 1 Ol
~ CSP-30 iO l i I I I I I I I I I ,
CSP-31- 1 I I I l~ l | I I I I 01 <

CSP-32: I i i ! lOI -l I. I I I I
CSP-34- 1O I I l- 1 I I I l i I l |
CSP-35 1O I 1. I I I I I I I -l l' }
CSP--37 I I I I I I l i 1. 10 -l - 01 1
CSP-40' i 1 I I IO I 'l i I I I -l -|

-

CSP -41 10:1- 1 I I 'l I I l- | 1

CSP-43. I l' I I IO I ,l_ l ! I I

- I
.{I .

CSP-49' I _ l i I I l- .I l- | 10 1 01
'

CSP-54 IO l. I l- l I l' I I l- 1 01-
CSP-55. 'l O I I l- 1 i I ~1 I l i I,

CSP-5G lO I l- l- I .I IJ l 'l- l' 'l 1
- LCSP-01 l~ l | | | | | 1 -l 11 1 'lO

CSP-02 1 1. l 1 :| 1 'l | I I I 'lO
CSP-83- I l 1 l 1 -l 1 -- .I i 1 I 10 |
CSP-84 1 i .I I I .I l- | .1 - |- 1 10. ;

tCSP-06 I | I | l -- 1 I l- l- i .I 10
CSP-07 |- :- l 'l -1 1 I i 'l I -l' I 10 :CSP-00- 'l i I l- I 'l 1 :1- 1 l i 10 <

CSP-09 l' I .l | | .I | |- I l- | 10 - '
'

CSP-90 1 -| | | | | | .I :1. ~l I. 10'
' CSP-91 |- |- -l | I | |~ l I l~ l 10- ;

-CSP-02- I 1 I l~- 1 1 1 :I l I i lo i
'

CSP-94. 'l -l -l l~ l | I l 1. | | 10~

~
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SOUTH TEXAS PROJECT -

BECHTEL JOB NO.14828
3 PAGE 1 0F 7e

kd DATE: e n1 ros

MEETING NOTES
FILE NO: 01.13

.

DATE OF MEETING: April 7, 1983

LOCATION: BEC Conference Room B DISTRIBUTION:

ATTENDEES: L. W. Hurst, BEC PQAM B. L. Lex
R. W. Miller, BEC PQAE B. R. McCullough
R. A. Meggison, BEC PQCE R. L. P,ogers
D. T. Krisha, BEC QAM G. R. Alsop
C. L. Hawn, ESI QA K. R. Dotterer
R. A. Cummings, ESI QA B. R. Hazo
D. R. Keating, HL&P-QA D. T. Krisha
F. E. Williamson, ESI QC J. E. Geiger

H. A. Walker-

.

SUBJECT: Weekly QA Manager's Meeting,

ITEM DESCRIPTION OF DISCUSSION ACTION

, ,, 1 _ DISPOSITION AND CLOSE00T OF NCR SM-9763 (DM-0122)
~

- . -
.

F. E. Williamson reported that ESI QC has looked at
. all the equipment listed on the NCR. For this

ecuipment, inspection documentation has not been
generated due to the status of construction
(i.e. construction not far enough along to have-

inspection performed) or B&R documentation has
been located and'is presently being used to
disposition applicable sections of this NCR and
other related NCR's.

, ,

g ACTION

getif'[ e.
'

Provide schedule'of QC inspections and vendor R. G. Grippardi

/ manuals recuired. Due 4/14/83
om/ ,E #

e Locate copies of vendor manuals as reouested R. A. Meggison'f-
lt' g/,'f

by ESI QC. Due as recuired.

f , g &, r *
,,*

e Provide Engineering Status of vendor manuals. M. L. Lawson
f Due 4/14/83

e ' Contact Bill Hill (NRC) and bring him up to date '
'

D. R. Keating'

on current status of NCR. ,/ Due 4/14/83

" " " "0057H/000lH
L
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SOUTH TEXAS PROJECT
BECHTEL JOB NO.14825
PAGE 9 0F 7

DATE: 4/11/83
MEETING NOTES
FILE NO: n1 1,

.

2 REMOVAL OF ACCEPTED ITEMS

L. W. Hurst reouested information on the method used by'

ESI to reinspect items which were previously installed
and accepted and.later removed.

C. L. Hawn stated that ESI has prepared a "take down"
procedure that will be issued for review and comment
the week of 4/11/83.

.

ACTION

e Provide status of the procedure. C. L. Hawn
/Pefarm ed afo /S.T GC vidA c.:m meds. DU' 4|'4|83

3 PROJECT NCR PROCEDURE

R. A Meggison stated an attachment to each company's
procedure to describe details of NCR processing within
ESI, HL&P, and BEC will be transmitted to HL&P and ESI
during the week of 4/11/83.

-
. ACTION

-
.

- -

e Provide update weekly. R. A. Meggison
Isd os t /t-/J-Pf, Co m-edt fnm &,,, , , ' , Due 4/14/83

'# ^'# ''## '~""'4 PURGE OF RECORDS FOR ITEMS SCRAPPED UNDER BEC JURISDICTION
fes4de/ J -ff-?J.,

R. A. Meggison stated that a follow up meeting was held
| on March 28, 1983. Purpose of the meeting was to
' establish philosophy regarding correction of site cuality

records and how it will be accomplished. No agreement was. .

reached.
,

1

ACTION

e- Elevate concerns to appropriate management levels. R. A. Meggison

fro}/m ja /e g /,,, i e d,'.

0057H/000lH

STP (2/5/521

- - - , . . . . - - -- ,- -
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SOUTH TEXAS PROJECT

@ BECHTEL JOB NO.14k28
PAGE 3 0F 7
DATE: 4/11/83

'
EEETING NOTES

- FILE NO: 01.13
.

5 REJECTED STRUCTURAL STEEL PLATE

R. A. Meggison inspected the plate and determined that
Fabrication Shop had rejected the Code Class Plate. He is
awaiting BEC Field Engineering establishment of acceptance
criteria to be issued.

It was suggested that this be added to the Critical Items
List.

.

ACTION
.

Establish completion forecast with Field Engineering. R. A. Meggisone

Due 4/14/83

6 WESTINGHOUSE CONTINGENCY ITEMS

H. A.' Walker and L. W. Hurst recuested that Westinghouse
provide its computerized contingency list. (This list
identifies supplier documentation that is lacking at
the time of shipment.)

H. A. Walker, L. W. Hurst, and R. A. Meggison expressed~' ^ .' their lacklof confidence in the~ contingency l'ist. '

R. A. Meggison reported that the contingency list has
been received.

L. W. Hurst reauested a letter from HL&P detailing the'

scope of this investigation.

| ACTION-

'

e Review documentation in the vault relative R. A. Meggison
'

; to Westinghouse Quality Releases to assure Due 4/14/83contingencies have been closed.

e Provide letter. H. A. Walker
Due 4/14/83

'

.

'*

-0057H/000lH

STP (2/5/32)
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SOUTH TEXAS P90 JECT
.Mq BECHTEL JOB NO.14828
( d PAGE 4 7. Of
-41 ' DATE: '' ' '' 04
EEETING NOTES

. FILE N0: Ql.13 j
-

.

7 EBASCO REJECT RATES

L. W. Hurst stated a letter to Ebasco recuested that
they establish a program to report reject rates. A
response from ESI was due 12/17/82.

L. W. Hurst suggested in the 3/3/83 meeting, that the
. program be established in a desk instruction.

C. L. Hawn stated that the desk instruction is undergoing
in-house review and is scheduled to be issued by 4/15/83.

ACTION

e Issue desk instruction for' implementing the reject C. L. Hawn
rate program. Due 4/15/83Yg7/ be // fuel k-fr-?L *

8- CONFIGURATION CONTROL ;

-R. P. Grippardi expressed a concern regarding drawing changes
made after installation CIP's have been signed off.

C. L. Hawn stated a procedure will be issued by ESI Resident
Engineering to address this concern by.May 1,~1S83. -' ~ -

C. L. Hawn reported that ESI plans to utilize their Cost and
Scheduling system to control this activity. L. W. Hurst
expressed his concern that cost and scheduling would be
making cuality decisions.

ACTION -

e ESI to issue procedure. C. L. Hawn to provide status. C. L. Hawn
- -

Due 4/14/83
.

9 DOCUMENTATION STORAGE

C. L. Hawn reouested clarification on duplicate storage
recuirements of PTL and Champion documents.

-ACTION

e Issue. letter clarifying duplicate storage of R. W. Miller
~

original contractor documents. Due 4/14/83,

0057H/000lH

STP (2/5/52)

.- -- _ , , . - - . - - , . . . . _ . . . . . . _ - ..-. ~ _ _ _ . . - - - ._
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SOUTH TEXAS PROJECT
BECHTEL JOB NO.14B25
PAGE c 0F 7
DATE: a /11/97

MEETING NOTES
FILE N0: 01.13

.

10 ESI's PLAN-TO NOT USE-ASME-NPP-1-FORM

R. A. Meggison expressed his concern that ESI is not
planning to use the NPP-1 form. This results in an
extensive review effort late in the job and a large,
unwieldy N-5 data package.

ACTION

e Determine if "The letter of transmittal" that R. P. Grippardi
ESI is planning to use serves the same purpose Due 4/7/83of the NPP-1 form.

.

'

11 NCR's ISSUED DURING MAINTENANCE ACTIVITIES

R. P. Grippardi reouested assistance in establishing
guidelines to limit the number of NCR's written during
maintepance activities. The practice has been to
generate Deficiency Notices, however, this system does
not involve Engineering. Because an engineering evaluation
is needed, NCR's are now being written for such items as
heater strips not being energized for 3 weeks, etc.

.

ACTION
. _ . ..

,, ,

Coordinate with Field Engineering to establish R. A. Meggisone

maintenance guidelines (criteria) that would Due 4/7/83allow Deficiency Notices to be used to track
minor inadecuacies. Provide status.

12 ANI PIPING TO WALKDOWN PRIOR TO BACKFILL

L. W. Hurst stated that the ECW lines are being
buried. He asked if ESI plans to walkdown the' '

system with the ANI prior to burial.
;̂

C. L. Hawn stated a letter from the ESI ANI confirms
that the ANI does the walkdown during the hydrotest
and does not want to look at it again.

This item is closed.

0057H/000lH

STP (2/5/52)
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SOUTH TEXAS PROJECT
'

BECHTEL JOB NO.1482B
'

~ PAGE 6 0F
DATE: 4/ t i/83 -

MEETING NOTES
FILE N0: 01.13

*

13 PROJECT TREND PROGRAM

L. W. Hurst recuested a meeting with ESI and HL&P to
review the overall trend program. The meeting is
scheduled for April 8, 1983, at 1:00 p.m.

develop ed.Be<M A*M yed "Ay $ ellesin a.r xm4
14 FIT UP OF AUXILIARY-STEEL j 3,.,,, u g, ,/,, , j ,

R. P. Grippardi stated that there is presently a
controversy as to whether ANSI N45.2 reauirements
for fit up of. structural steel apply to auxiliary
steel (unistrut and globe strut). -

It was reported that an FCR is in process.

ACTION

Coordinate with Project Field Engineering to clarify C. L. Hawne
~ the scope of ANSI N45.2.5. Due 4/14/83

/fesperrili 4 *6' _y a /t o p / to 2./krd.
15 TIMELINESS OF REVIEW'0F PCR's AND ICP's

R. P. Grippardi stated that BEC is not providing an
expeditious review of ESI's procedure changes (PCR's
and ICP's). This condition is creating proolems in

~ ~ ~ .- areas where ESI has committed to' implement a change -
as a result of a BEC or an HL&P CAR.

ACTION

~

e BEC-QA to perform a surveillance and report results. R. W. Miller
Due 4/14/83

. .

.

G

0057H/000lH

STP (2/5/B2)
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SOUTH TEXAS PROJECT

/ BECHTEL JOB N0.14828

{ PAGE 7 0F 7
DATE: 4/Ii/83

,

MEETING NOTES
FILE NO: 01.13

'

NEW ITEMS

1 OADP SUBMITTAL
(4/7/83)

D. R. Keatinij reported the QADP submittal is being
prepared. When spbmitted to-NRC, HL&P will issue a
letter to BEC reouesting implementation of the new

. revision.

2 RECEIVING INSPECTION OF ITEMS FURNISHED-BY THE INTERMECH FAB-SHOP
(4/7/83)

'

C. L. Hawn reouested information on which organization
is responsible for performing receipt inspection of
these items. L. W. Hurst and R. A. Meggison stated the
material is fabricated under Intermech's. approved QA
Program and therefore, only acceptable items be placed
in the storage yard that ESI draws from.

3 PTL. TESTING PROGRAM
(4/7/83)

C. L. Hawn repo'rted ESI's feeling on the PTL-ESI
'

interface for concrete testin3 . ESI f. eels PTL.. .-

should be responsible for directing a'n-d takirig the
,

samples reouired at the end of the slick line.

ACTION

e Followup with BEC Contracts group. R. W. Miller
Due 4/21/83

4 COMPARISON OF ESI XRAY's TO B&R XRAY's
.(4/7/83).

'\ R. A. Meggison reported that ESI is re-shooting items
where B&R Xrays are already in vault. In some cases,
the new ESI Xray may not show a possible defect that
may have appeared in the B&R Film. He reouested ESI
investigate and document resolution of situations.

ACTION

e Determine solution. g#
[# ^ * - Due 4/28/83

./ F. E. Williamson

C: pne .
0057H/000lH

STP (US/32)
_ . .
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H L O P 10MA (58:2)
Houston Lighting & Power Company
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..

OFFICE MEMORANDUM April 13, 1983 hI
To D. G. Barker

ST-HS-HL-02774

rnun L H. A. Walker File No.: Q17.1<
--

77 G4

subicer South Texas Project Electr' Generating Station
NRC Entrance Meeting of A il 11, 1983
Special Study of Nuclear Quality Assurance

ATTENDEES:

HL&P BEC ESI USNRC

H. A. Walker B. R. McCullough C. L. Hawn E. Bradford
D. R. Keating R. W. Miller J. A. Thompson W. G. Hubacek
J. L. Barker H. R. Reuter J. Crnich W. M. Hill
E. L. Avery- C. W. Drach
I. P. Morrow M

M. Patrick

Mr. Altman provided a brief background relative to his team's purpose
and that they were interested in how previous problems at the site had been
corrected and how the present program is now working. It was indicated that
they would be discussing these items with personnel at the site. It is ex-
pected that the NRC group will be here all week.

If you have any questions or comments, please call me.

,

'

HAW /ORK:lb

cc: G. W. Oprea, Jr.
J. E. Geiger
R. L. Ulrey
J. W. Williams
S. M. Dew
0. M. Walquist
QA Supervisors
Attendees
STP/RMS-CCS
Site Library

.

_
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TREND ANALYSIS

1. 0 PURPOSE

This directive provides instructions for the collection, coding, and analysis
of deficiencies identified by HL&P for trends adverse to quality and the
evaluation of the trend analysis results for BPC/ESI identified deficiencies,

provided by BPC and ESI.

2. 0 SCOPE

This directive includes the trending of deficiencies identified by BPC, ESI,
and Project and Corporate HL&P QA personnel during the conduct of procurement,
design, and construction activities for the South Texas Nuclear Project.

,
,

~ 3. 0 DEFINITIONS

None

~

4.0 REFERENCES ~

!;

4.1 PSQP-15.2 Stop Work I' '

4.2 PSQP-16.1 Corrective Action'

4. 3 PSQP-15.1 Nonconformance Reports
chto- \$. t

4.4' PSQP 15.2 - Deficiency Notices
,

4. 5 PSQP-18.2 Corporate Audits
.

5. 0 RESPONSIBILITY
,

u 5.1 The Supervisor, Quality-Systems / Administration is responsible for
implementing this directive. <

5. 2 The Supervisor, Training & Administration is responsible for maintaining, ~

j this directive.
j_ 6. 0 RE0UIREMENTS

HL&P Quality Systems /Administratio'n (QS/A) personnel shall perform trend,

analysis of deficiency documents generated by Project and Corporate HL&P
personnel and will review and evaluate the trend analysis performed by BPC and
ESI.

6.1_ Trend Analysis of HL&P Deficiency Documents-

|

-

m .
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6.1.1 The following HL&P deficiency documents shall be reviewed for
potential adverse trends.

Corrective Action Reports (CARS)

Audit Deficiency Reports (ADRs)

Nonconformance Reports (NCRs)

Deficiency Notices (DNs)

6.1. 2 Upon initiation of the above document, the initiator will document
' the cause code describing the root cause of the deficiency along
the bottom of the document. The cause code will consist of a two
character main code with a supplemental third character if provided:

i and applicable (Attachments 3 and 4). Copies of ADRs/NCRs/DNs will'

be forwarded to QS/A upon initiation, QS/A will retain a copy of
CARS upon transmittal to the resppnsible organization. Upon
receipt, QS/A will encode the folldwing information on the
deficiency document.

i' 6.1. 2.1 Organization - The group responsible for perfonning
;

-

the activity which generated the
deficiency. Two character codes are

,

i

provided on Attachment 1.

6.1. 2. 2 Activity - The activity which gener'ated the*

' deficiency. Two character codes are
provided on Attachment 2.

6.1. 2. 3 Deficiency Type - A description of what.was wrong withp
the deficient item (Attachment 3). As'
with the cause code, the two character
code for each main deficiency type may

,

'

be used along :if the subcategories are
not provided or are not appropriate.

The codes will be indicated along the bottom of the ~ document in
the following fonnat:

.Cause - Organization - Activity - Deficiency' Type

Example: CAR G-052 The BPC PQPM, Rev. I was issued without
HL&P review and approval.

*
.

. . . -, ,-,..o..,... .._m -..m._,___ . _ - - _ _ _ . . _ . . , , , _ . - . . . _ . . _ . _ . . . _ _ . , , , . _ , . , , _ _ . . , _ . , _ . - _ . _ . . . . _
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'.Cause Organization Activity Deficiency Type
(Attach. 4) (Attach. 1) (Attach. 2) (Attach. 3) -

H2c B10 03 Pig

If multiple items are identified on the deficiency document two or
more codes may be used.to ensure adequate retrieval and comparison
capabilities. Multiple codes may also be used for deficiency
documents identifying single items if one code in any or all
categories does not adequately describe the condition.

-
Example: CAR G-085 1. Records are not stored according to

ANSI requirements and access
requirements are not enforced.

2. Procedures are not developed
describing filing methods.

! .Cause Organization Activity t. Deficiency Type
:(Attach. 3,[ (Attach. 1) (Attach. 2) (Attach. 3)

Item 1 02 88 G12 52,

A2
Item 2 ''2)2 48 T12 Pla

'

,

~

The code of "other" should be used only when no other. code in a
particular category applies. . L Deficiency documents coded with
"other" in any category will be evaluated periodically by QS/A to
determine if additional codes are necessary.

.

The trend codes and other pertinent information related to each.

'

deficiency document, i.e. , ADR/ CAR /NCR/DN number, description,
etc. , will be entered into the HLf<P1 Trend Analysis computerz
program.

,

6:1.3 Each month a listing of all deficiency documents issued during _ the
previous month and their trend codes will be generated by QS/A.
The _ codes will be analyzed for specific recurrence and general;

'

trends in the following manner:

6.1. 3.1 To obtain information of specific recurrences, each
" organization-activity-type" combination for the present
reporting period will be compared to code combinations-
generated during past reporting periods.

'r

r_
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recurrence will be investigated. A Trend Investigation Request (TIR) will be
N generated in accordance with Paragraph 5.1.4, if warranted, otherwise an explanation

will be provided in the Monthly Trend Report.

6.1. 3. 2 Analysis of general trends will be perfonned by the
preparation of graphs for each trend category used during
that reporting period (Attachment 5). The graphs will
indicate the following infonnation:

Total number of deficiencies for each reporting
-

period.

Number of CARS /ADRs/DNs representing programmatic
deficiencies..

Number .of CARS /ADRs/DNs representing implementation
deficiencies.

Number of NCRs.

The graphs will be monitored for general upward / downward
tendencies only, no predefined " acceptable" or maximum
number of deficiencies will be established. Upward trends
will be investigated for cause. A TIR will be generated, if
warranted, otherwise an explanation will be provided in the
" Trend Evaluation Results" section of the graph

In both cases the initiation of a TIR will be based on the.
judgement of QS/A personnel with assistance from personnel,

knowledgeable in the specific area, if necessary.

6.1. 4 A TIR will be issued by QS/A to the HL&P QA Supervisors,-
BPC PQAM, or appropriate subcontractor management personnel
responsible for the specific deficiency (s) when sufficient
evidence is available to suspect the development of a trend.

that is adverse to quality. The information contained in
Section 1 of the TIR will be documented by the initiator.
The Supervisor, QS/A will review and approve the TIR prior
to issuance. The TIR will be issued to the responsible
party via a cover letter prepared by QS/A and signed by the
PQAM. A response date of no more than 30 calendar days from
on the cover letter will be assigned. Written-response
ex..ension requests may be granted by the Supervisor .QS/A if
good cause has been demonstrated.

..

_,

f

- . . ... . - - . .
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6.1. 5 The responsible party will conduct an investigation to
determine whether a trend exists and document the results in
Section 2 of the TIR. If no trend was identified, the will
be signed and returned to QS/A. If a trend was identified,
Section 3 will be completed, the .TIR will be signed and
returned to QS.A. -

6.1. 6 QS/A will review the investigation results for adequacy and
verify implementation of corrective action / recurrence
control, if applicable. The results will be documented in
Section 4 of the TIR.

6.1. 7 The TIR will be closed by the initiator and approved by the
Supervisor, QS/A upon satisfactory verification of the
corrective action / recurrence control. If no trend was
identified, the TIR will be closed after a review for
adequacy of the investigation results.

6.1. 8 TIRs issued as a result of deficiencies identified-by
Corporate QA personnel during audits of offsite
subcontractors will be issued by QS/A via a cover letter
signed by the Manager, Quality Assurance. QS/A will review
the investigation results for adequacy, Corporate QA
personnel will verify implementation of corrective
action / recurrence control, if applicable. Closure of the
TIR will be handled in accordance with paragraph 6.1.7.

6.1. 9 Unsatisfactory responses, evidence that an inadequate
investigation was conducted by the responsible organization
to determine whether a trend exists, or failure to implement
corrective action / recurrence control shall be handled at the
discretion of the Supervisor, QS/A and may be directed to a
higher level of management.

' 6.1.10 TIRs will be monitored on a quarterly basis for recurrence.i

Repetition of a pre /fously identified and confirmed trend
may be handled in accordance with PSQP-15.2 or directed to
an appropriate level of management for resolution.

6.1.11 The results of the trend analysis, as well as any charts
and graphs generated, will be presented in a Monthly Trend
-Analysis Report. The report will be issued in accordance
with a distribution list maintained by the Supervisor QS/A
and will include the Executive Vice President, Nuclear
Group, Manager QA, and Project QA Manager at a minimum.

i

I

e
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6. 2 Evaluation of BPC and ESI Trend Results

BPC and ESI classify and evaluate deficiency documents initiated by their
respective organizations for signs of adverse trends. Reports are

- provided to HL&P on a monthly basis summarizing the results of these
investigations and any recommended action to be taken. It is the
responsibility of QS/A to evaluate these reports for thoroughness of
evaluation and accuracy of results. QS/A personnel will conduct a survey
of a sample of the infomation contained in the trend reports after
receipt of the reports. This survey will include, but will not be limited
to, a review of the following points:

- 6.2.1 Information Gathering

a) Verify inclusion of all deficiency documents generated during
the reporting period.

6.2.2 Coding
t.

a) Verify accuracy and consistency of codes assigned to .
deficiency documents.

b)- Detennine whether categories of codes are adequate to describe
the range of deficiencies documented.

6.2.3 Evaluation

a) - Verify that reviews were made of all categories where
recurrence were identified.

b) Verify that appropriate action was taken when a potential
trend was identified.

6.2.4 Results

a) Verify that responses to trend CARS /TIRs show evidence of a
thorough investigation and adequate corrective action and
recurrence control, if applicable.

6.2.5- The results of the survey will be included in the Monthly Trend
Report to file. Deficiencies identified during the survey will be
handled in accordance with PSQPs-15.1,16.1 or 16.2 A summary of
significant results will be included in the Project QA Monthly
Rep)rt.

r
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SUTJECT
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TREND ANALYSIS

7. 0 DOCUMENTATION

7.1 Quality Assurance Records

The following documents are considered Quality Assurance records and
shall be transmitted to STP RMS by the Supervisor, Quality
Systems / Administration.

7.1.1 Monthly Trend Analysis Reports

7.1.2 Trend Analysis Requests (TIR)

7.2 ' Reference Documents

7.2.1 Trend Analysis Graph

7. 3 Attachments

7.3.1 Attachment 1 - Organization Trend Codes
t-

7.3.2 Attachment 2 - Activity Trend Codes

7.3.3 Attachment 3 - Cause/ Deficiency Type Trend Codes

7.3.4 Attachment 4 - Cause Codes

7.3.5 Attachment 5 - Trend Analysis Graph *

7.3.6 Attachment 6 - Trend Investigation Request (TIR)
:
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OUALITY ASSURANCE DIRECTIVES 8 19
3UEJECT DATE ssuno

TDFNn ANAlYtT9

.

ATTACHMENT 1

ORGANIZATION

Each code will consist of a letter identifying th'e canpany followed by a
number identifying the organization

H. HL&P

1. Construction
2. Engineering

.3. . Environmental Protection
4. Licensing
S. . Nuclear Fuels Department
6. Procurement
7. Project ~ Administration
8. Project Manasgerent
9. QA

-

10. QC b
11. RMS

12. Startup
13. Support Services

| 14. Other

B. BPC

'

1. Construction
~

( 2. Corporate Contracts
3. Engineering
4. Home Office
5. Procurement
6. Project Administration
7. Project Management

i 8. RMS
9. Supplier QA:

10. QA
11. QC

i 12. - Other

| E. ESI

1. Construction
L 2. Engineering
! 3. .Home Office

4. PPM

i.

| ' f
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TRFND ANAfYRTR

ATTACHMENT 1 (CONT.)-

ORGANIZATION

E. ESI (cont.)

5. Procurement
6. QA
7. QC
8. Other

W. WESTINGHOUSE

1. EMD
2. NFD
3. NSD
4. SMD
5. WRD -

6. Other i.t -

,

|
i .

i-
!

l

!
l.

{'
!

L

|

.

t-

I.

|
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OA'D-16.1 0
TITLE

SHtti or
OUALITY ASSURANCE DIRECTIVES 10 19

SUSJECT
CATErssutD

TREND ANALYSIS

'

ATTACHMENT 2

ACTIVITIES

Each code will consist of a letter identifying the discipline followed by a
number identifying the activity.

;

;- G.' GENERAL

' 1. Audi ts/ Inspecti ons/Su rve il l a nces*

2.~ Design Control
3. - - Document Control
4. Housekeeping
5.

'

Instructions, Procedures, and Drawings1

- 6. Material Control'

7. Nonconfonnance/ Corrective Action Control
8. NRC Commitments
9. NSSS ,'

10.- Procurement Document Control ' '

- 11. Receiving Inspection
12. Records Control
13. Storage and Maintenance
14. Test Control
15. Training and Certification
16.'- Other
17. Calibration4

18. Measuring and Test Equipment *
,

E. ELECTRICAL

I- 1. Batteries
2. Cable Trays / Supports
3. Cable
4. Calibrationr

5. Conduit
6. Instrumentation

| 7. Meggering
1- 8.. Miscellaneous Electrical Equipment / Systems

9. NSSS-
10. =Other.

! C. ' CIVIL
|

1.- Cadwelding,

( 2. Coatings.

1

'

,
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TITLE
SHEff 0F

OUALITY ASSURANCE DIRECTIVES 11 19
SUBJECT

cart ISSUED
TRFND ANALYSTS

. ATTACHMENT 2(CONT.)

ACTIVITIES
1

'
C. CIVIL (cont.)

|_ 3. Concrete Production
4. Concrete Test
5. Concrete Placing
6. Curing and Repair
7. Grouting
8. Embeds / Penetration

*

9. Geotechnical Monitoring;

10. Miscellaneous Civil Equipment / Systems
11. - Post-Tensioning
12. Rebar
13. Soils
14. Structural Steel and Fasteners

j 15.~ Other l' '

M. MECHANICAL
,

1. Hangers, Supports, Restraints
2. HVAC
3.- Miscellaneous Mechanical Systems / Equipment

"

4. NDE -

5. NSSS

6. Piping
_7. Rigging and Handling
8. Welding
9. Other

i

i

e

$
e

.
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TITLE SHEET OF

QUAL'ITY ASSURANCE DIRECTIVES 12 to
SUEJECT DATEISWED

TREND ANALYSIS

ATTA'CHMENT 3

CAUSE/ DEFICIENCY TYPE

Each code will consfjt of a letter / number combination identifying the
deficiency type or ccuse followed by an optional lower case letter providing
additional clarification, if supplied and appropriate.

Al Assembled / Fabricated Incorrectly

A2 Access Control Deficiencies
a) Incorrect
b) No access limitations

A3 Audits / Inspections /Surveillances
a) Missed
b) Inadequate

JC1 Cadwelding Deficiencies
a) Improper / Duplication of ID numbers
b) Location inadequate

C2 Coatings Deficiencies
a) Lack of adhesion
b) Under/over millage
c) Shelf _ life expired
d) Storage improper .

C3 Concrete Deficiencies
a) Dut of line, grade, plumb
b) Improper consolidation
c) Excessive grout
d)- Inadequate weather protection
e) Wrong mix

-C4 Calibration Deficiencies
a) Not performed
b) -Out of calibration
c) No calibration tags
d) Not traceable to national standard

C5- Certification Deficiencies

01 Damaged / Deteriorated

e

,

g e - p.g . . -ry, , , . - - - - - ,
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TITLE SMEET OF

QUALITY ASSURANCE DIRECTIVES 13 19
SU?, JECT

oattissuto

TREND ANALYSIS

ATTACHMENT 3(CONT.)
'

CAUSE/ DEFICIENCY TYPE
'

D2 Dimension Incorrect

D3 Documentation / Records Deficiencies
a) Inaccurate or no review / approval
b) Inadequate / Inaccurate
c) -Not forwarded

-d Files inaccurate / incomplete
e Inaccurate or no tracking document (log, index, checklist)
f Documented / controlled by unauthorized individual (s)
g Unauthorized distribution -

h Wrong form
i Overdue
j Uncontrolled
k) Not developed

(...

D4 Drawing Deficiencies
a) Requirements not met;-

b) . Wrong revision
c) Misinterpretation.

x ,

' 9 f El Equipment. Failure / Malfunction
.

H1 Housekeeping Deficiencies
a) Trash, debris

'

b) Standing water-
~

.-II Missing / Inaccurate Identification
a Equipment
b Nonconformances

'

II2- Incorrect ' Installation

- L1 . Leaking

L2 Location Incorrect,.

L3 ' Loose-

r
.

|

'
.

. k
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sMEET or
QUALITY ASSURANCE DIRECTIVES 14 19

SUBJECT
OATEISSUED

TREND ANALYSIS

ATTACHMENT 3(CONT.)

CAUSE/ DEFICIENCY TYPE

M1 Maintenance Deficiencies
a Inadequate / Inaccurate
b None

M2 Material Control Deficiencies
a) Incorrect material
b) Lack of traceability

.

N1 Notification not given

N2 NDE Deficiencies
a) RT - Improper source to film distance
b) RT - Penetrameter not visible
c) RT - Wrong films
d) RT - Improper development
e) RT - Improper density
f) PT - Inadequate cleaning
g) PT - Improper application
h) PT - Incorrect development time
1) PT - Incorrect temperature
j) PT - Mixing families of penetrants

. k) MT - Prod burns
.

'

1) MT - Improper orientation ~

-m) MT - Misapplied iron particles
n) UT _ Wrong couplants
o) UT - Wrong Transducer
p) UT - Improperly adjusted instrument
q) Improper interpretation

01 Out of adjustment

02 Other

! P1 Procedural / Program Deficiencies
'

a) None developed
b) Does not incorporate requirements
c) Inaccurate / inadequate / unclear

. d) Incorrect revision'

e) Not issued / controlled / distributed
f) Wrong formati

| g) Not reviewed / approved

r
,
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TITLE SMEET OF

OUALITY ASSURANCE DIRECTIVES 15 19
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TRENI) ANALYSIS

ATTACHMENT 3(CONT.),

CAUSE/ DEFICIENCY TYPE

P1 Procedural / Program Deficiencies (cont.)
h) Wrong procedure / requirements used

Q1 -Qualification Deficiencies
a) Unqualified,

R1 Rebar Deficiencies
a) . Rusted / corroded
b) Spacing incorrect
c) Improper count

S1 Shipping / Handling Deficiency

S2 Inadequate / Incorrect Storage

S3 -. Structural Steel Deficiencies
_a) Out of alignment
=b) Torquing / tension' deficiencyU

S4 Soils' Deficiencies-
a) Improper test location / test- frequency

-

'. b ) Lack of cross sections
c). Density deficiencies *

d) Contaminated
'

55 Specification.Deficienciesk
a) Requirements not met
b) Wrong revision
c) Misinterpretation,

T1 Testing Deficiencies
a Failed (out of tolerance)-.

b Not doner

c Incorrectly perfonned
,

'

'T2 Training / Indoctrination Deficiencies
:a)--Inadequate
b) None given

C -T3 Tolerances Exceeded.,

F

.
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TITLE SMEET OF

,

OUALITY ASSURANCE DIRECTIVES 16 19
SUBJECT DATEISSUED

TREND ANALYSIS

ATTACHMENT 3(CONT.)

CAUSE/ DEFICIENCY TYPE

W1 Worn

W2- Welding Deficiencies
a) Incorrect pre / post heat treatment
b) . Incorrect preparation
c) Incorrect filler material
d) Incorrect process
e) Weld defect
f) Base material defect
g) Incorrect equipment
h) Distortion

.

O

e

!
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ATTACHMENT 4
.

CAUSE CODES
_

The following list provides additional cause codes which are not
interchangeable with deficiency type codes. Each code will consist of a
number / letter combination describing the cause followed by an. uptional lower
case letter providing additional clarification if supplied ant' appropriate.

H2 Human Error
a) Insensitive to requirements

.

b) Inattention to detail (frequent, although inadvertent, deviation)
c) Oversight (isolated deviation)

I3 Inadequate or lack of management support

I4 Inadequate supervision

I5 Insufficient personnel

U1 Unknown / Undetermined

,

o

6
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HOUSTON INDUSTRIES INCORPORATEDSITmes
Charges Earned Interest Call Price Range ,

t.ONG TERM DEBT Rating Outscandans t981 1980 Dates Pnce 1981 1980 t
CAPITAL STRUCTURE Amcunt ,

T137.820.000 2.04 J.tI (F&AI C100.54 88%- 82Vs 88 - 77 e

[' . t. !!ouston Lighting & Power Co. cony. A2
fasue

1 ... ....
...

;,

5 1.890.139.000[Earned per Sh. Divs. per Sh. Call Price Range $.subord. deb. SWs due 1985. ..
)

C.tPITAL STOCK Value Outstanding 19st 1980 1981 1980 Pnce 1981 t9so i
2. Subaharies' deta .

. .

Par Amount

twue C68.864,000 shs. CSJ.t o TS5.14 T32.24 82.68 ..... [21%.16% Ji%. 24%
structunns planin

t. Cam mon . . . . . . . . . . - . . . . . . . . . . . . . . . . . . . . No parJ Ba.wd on avg. shs. es reported by Co.: adjusted for J-for-2 split in May 1981. GSubject to change. see text. TPursuant to the corporate ret of pnncipal and interest on debs. issued by Houscan Lighuns &
0 subord. debt of Houston Lighung & Power Cow due parent.

t:7% N assumed joiat a ind severs 111abdity with Houston I.ighung & Power Co. for paymen440.000.00
Power Co. [Fl"imes over. di charges (stter income tas). EAs of Dec. Jt.1981; escludes
;rincludes 50.74 paid prick to Sfor-2 split.GAfter Afor-2 split: before. 29%-23.bilities needed to successfully complete this uncertainties regarding the availability andprice of natural gas dictate that we reduce our

,

Organized in Tex. In Qct.1976 by Houston jointly-owned nuclear prosect.Bechtel Power Corporat2on was named Ira dependence on saawith alldue speed.-
HISTORY Management Changes MaeeSeptember to replace Brown at Root as des,gn

engineer and construction manager of STP In order to continue strong continuity in
a

Lianunst at Power Cr (houston Lighting). pursuant to a merger and
and in February 19s2,Ebasco Services. Inc. management. a number of major organian-On Jan.14.1977, '

corporate restructuring plan. Co. became the changes were made in 19s t. Four
l d as the prosect's new constructor * tionalHIAP executives were promoted to vice pres- fewner of a!! of the outstg. corn. stock of Hous.

ton Lischting and two os its former subsidiar was se ecteThe expenence of Bechtet a personnel will
tiations.

ies. Pnmary Fucts. Inc. and Utility Fuels. Inc. subject to satisf actory contract negoident and another vicg president formerly with. !
' to progress the Tennessee Valley Authority was added to I1a the merger and restructuring. each share of enable design and ensineeringmore rapidly at STP. Ebasco is a highly exw head our nuclear operations staff. PrimaryFuels selected a president to head its opers.the outsts. corn. stock of Houston Lighting I*

became une share of Co. com. stock. In addi. rienced constructor that has engmeered or tions and added four vice presidents, includingtaun. Houston Lighting's outstg. converuble m than O n" s'. 'y one to run PFI's newly-created Western Dis , ,

r it o a
tures became converttble into Co. com.

construction is scheduled to start up again by "Y", '
i &P i& h -t'-related work on STP target-8

Jpg,with,sgaf* on our first 100 years og operation, we contin-
100th anniversary this year While we reflect r.S'DBUSINESSCo. is a holding company. which thru itsis en. Agene Creest seing Re oveaustedHL&.P is re-evaluating its plans for its otherue to plan and M orward to our next cenm-principal subsidiary (Houston Llahting)distri. nuclear project-the Allens Creek Nuclear ry of service. Reaching this milestone provides

.

sawl in the generation. transmission.
butaon and sale of electric energy. serving an Generating Station. The company has the op. both an opportumty and a conapciling reasonl to rededicate ourselves to the concepts that ,

od and eas exploration and in the acquasttion plant or the use of the Allens Creek s te orThru other subsadianes. Co. is engaged in tion of completing Allens Creek as a nuc ear
srea of the Texas Gulf Coast Region. i

i f a have made our company gre t. .

coal plant. Considering the possibility that Al. As we embark on this second century we 1

and dehvery of fuels to electric generating Jens Creek may not be built as a nuclear iacili. ask for your support to help us make our next .

ty. HL&P is exploring the market poss4bilities 100 years even better than the first. }'plarits. See " Properties" below.
for the sale of major items of equipment it has e

ilready bought or committed to purchase.
The company is also considering its ability to Don D.JordanPresident and Chief Executive Off*acerPROPERTIESThru its subsidiary. Houston Lighting & el

fxiiitics with an aggremate nameplate capaci- obtain rate relief, so expenditures on Al enabe amortized over an appropriata Houston. TexasPnwer Co Co. owns and operates generating

ty on it.6ut.50J knowatts. Primary Fuets. Inc. Creek mightperiod of time. During the study period. ex- March JJ.1982
9penditures =M~hted with the project will behas a 50% interest in an oil and gas explora- iten vertture that has leased approx. 67.000 reduced to an absolute W=rrt MANAGEMENT Iatfahore acres from the State of Texas. Ven- Four(Jntte Accesorated omeetsture aau has a Federallease of approx. L1.000 Activity associated with both HL&P's nu )

clear projects has been considerably less than' D.D. Jordan. Pres. & Chief Exec.Off.acres. .Wo. PFI has commined to a five-well
+

expenditures for G.W. Opres. J r Vice-Pres.program in the Anadarko Basin of Oklahoma expected and as a resultmth one company. a deep Ellenburger test in

these units are lower than earlier projected.Thi has mLlawed the company to accelerate g'D' Sykora.Vice-Presf * f""**""* *I rI**.i_c_T. ".r."a*
D

1% Lounty. Texas, wius a second firm, and R Dean * V*' P'

. particmation with a, tmro cuenpany in a ! 2**
the estimated operational dates of four iissdie- k * * * * T' ~ mas.

acqum, tion and drillmg program m an Abo gly.
as

Two units at the Limestone Electric Gener- Q"~ k"g. Asst.Sec.fired generating units by one year.
* "*"* ce"*nrospe t m eastern New Mexico. Additiona

.PFI 5.an decided not to continue participati sting Station. on which the company broke Directore ,

:n a iuant exploration program with Shell O'Nevertheless. PFI will continue in ground in October. are now scheduled for (Showing Age & PrincipalCorporate
1%2 mth na partscspation an Shell.related ex completion in 1986 and 1987. Two more unitsCmnpanys Affilliationni

at the Malakoff Electric Generating Station '' " * '
paratory wells dnlling at year-end 1981, and ion iaw cir= of Braceweu & s"attemon.'

* ''***'

9. sc en e la of[dsi,e was made in Decemoe,.of. site wo,k wil,Wunem R. Brown 657). Gene $2 Counsel of Co.verius alread .

Another subsidiary. 5tiiity ruets. inc was and Member of the Houston tur firm of Baker
te

remnamed m 197J. It currendy owns the rad * start in 198J Expected To Queefy B **8*for HI.&P *H.R. Dean (56). Vice-Pres, and Treas Coa"ruad cars and coat handling equipment neces.sary to tgovute coal supply services to Hous Otv6dend RetnvestmentAnother positive development
has been passage of the Economic Recovery Exec. Vice-Pres Houston Light 4sg & Powerton Lightimt & Power t ompany,
Tax Act of t9at. One provisaan of the law per.mits shareholders who remvent cash dividends Co. John C. Echose f 49L Chmn. of Bd and ChiefSUOS101 ARIES (wholly. owned)

Ifouston Laghting & Power Company in the common stock of utility companies to Exec.Otf Citizens Bank and Trust Co.
exclude from income up to 3750 per year Howard W. Home (55). Chairma t of the
(St.500 on joint returns) of the davidends., Fuets. Inc.
startime in 1982. We believe HI's Dividend Re* Board. The Hort e Co.: Direttor. Alta d Bank(g.nntar{ uets. Enc.ty

** *I HQ"*L "-
,

aprended statement. ## ***
0.D. Jordan f 49). Chairman of the Boa.d mod'" * I "" ,#""**""*""

Chaei Exec. Cf. llouston Llahtme &
sower" * " * " *LETTER TO SHAREHOLDERS '* * - - --

The sonowing is tne letter to ahereholders of
DonD. P C O

-

** 4 * ** '' *
#8 *** g"#**E ad na e

ment wi! also be required to meet the service has 8. WOace N. Whn. d %19 R ge n

?.uteteen tsuhty.one was a year of mixed fi- area's anticipated energy needs for the re, Texas Commerce Bancshares.To oyR CH AREHOLDERS:
G.W. Oprea. Jr. f 55). Vice-Pres., C4 qExec.

mainder of thss decade.In February 198t2 HL&P signed a letter ofi h tne Southern Comsany to pur Vice-Pres tiouston Lighting & Powe. s.o. Stewart Orton ton). Executive Vice 'd esident.Nao.d results for flouston Industries IncoraNet income intressed ta percent.
Por4iut.il"*s+ tan f.euhting & Power Company's net in- Intent w tchase 500 mesrawatts of capacity a year from Stores. Ine:Vounda-Federated Department
"n"'Me was ute 27 pa rcent. Pnmary Maels. Inc.t t tdity Fuel *. Inc. posted losses; however.193$ through 1992. The contract, when final- tion: Dst Ilank of the Southwest. N..t

lzed, should help the company improve its rt" Donead D. Sykore t S L ). Prtskicnt and Chief
serve marum and provide HL&P with addi*tional energy at competauve pnces. The com* Operaunar Otiscer. Hounton Lightinet as-

a

" *11.ee t t he two esubnadianes to show an am- Power
Dag,vret sm:rturmance m tyn2.l' t .wan riem t.4 a net loss of $2.5 rmila.. on pany wdl tuntmue to buy power under con. C"*Wmard E. Waabndge (nu). Consultant to Capi-tracts it has with City Public Service Board ofth
.%1'o t.strenspanon m a drdatme program wi9 t Cornp.any. Whilst the Joant proitramSan Antonio and the City of Austin. The com. tal Ciucs Commumcanons. Inc.; Darcctor. In-

:=

h.sa rm.dted in seve-ral promisinat discoveries. pany is presently nes.otiatmat with other utdi, ternational Systems and Centrois Corpora-
the ton.*ct.terrn elevelopment and productaon

taes for purchased power,Also in February, flL&P began a rebate tion, Joe C. Wessendorff th4). Rancher and pri.'ive s os 5 hell make determination of val.
"n"e e"ti::n uit.at this tirne. Pnmary Fucts wol not prostram for customers who buy heat pumps

f
vate investor.

toward or hash efficiency att condationers. A.,uw mter-est weathenzation loans are now also avail-i.an:iin t, m the 5 hell 19MJ explorauun pro-
er.irn .uiet wdl direct its resources* ort term ud anst was prownswts. able to llL&P customers. These prowrams are

LJi rrported a net loss of $3.2 million as a nservatiori and re- Auditors: Detoitte llankins & Scils,
~'%48 on a S10.8 mailion af ter tax wnte-down elesigned to encourage coduce growth in demand for electncity whichCounset flaker & ilotts.* '8 8' - invasment in .a urardum proiett. This wdt benetit all customers * additional prourams Sharonoeder Rotenons: J.R. Johnston. Sec. &tmn w.a= necessary to retic (t the current H L&P to pursuins Treas. Tes.: ( 7 iJ )tJv-7 247,g, ar*ktt =. alue .et uramum.

f

through load management and conservationto reduce peak electrnaldemand at least s.2t;o Asst.Director Meecngs: First Wed. of Jan Apr.,
0*" tend increaseo Three TimesTh einartetty stivielenet was increased twi4 e mentawatts by the end of thse decade. This July and Oct.

wouki be the equivalent of defernmr the cun. Annual Meeting:Second Wed. in .\tav.in tr gt. .md .ia:ain in January 1942 to 34 cents
an annual rate of SJ.3 6. This structiors of two toal-fired umts the size of

e

''*Ds II.nisum industr:es among the leasters Unit n beinet busic at tne companfs W.A. Par * No. of Stocknolderst Feb. t6. tvs4.t2.079I'r * .t.t re , tots.i .

Peo. of Emoseyeens Dec. J t. 1941. 0.4 7 t.
,8,*% mduwry in davidend increases. Since ish plant. Esecutive Ofttee Electric Tower, flouston,g. the dwatend has erown at an average Wasaangton

til rate nearly doubie that of the electnc Progress Made enIn uur nauon's tapitan, we were successfuln _' .L'L'E 7*" (7 IJ 3d8*374' P.O. Ilus 4505.ytymdustry. in our efforts to amend legislation (nat would
'

Madang Amoress: og i Waiker
have forced the company to stop using natu- Houston. TX 77210.Chenges Mooe at STp

At the south Tecas Project we now have tal gas as a botier fuel by the end ot 19e9. Stul.
,

* (*'$ nutzt.indannt firms on board with the capa-
f

h __

-

._.
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INCOME ACCCUNTS*

COMPARATIVE CONSOLIDATED INCOME ACCOUNT. YEARS ENDED DEC. Ji
(Irt thousands of dollars)- g,y,nues: 1981 1990 1979 1978 1977

F.atnc... . . . 2.769.215 2.12J.957 8.707.572 t.J03.604 1.069.786
.

ywales . . 279.119 202.953 105.686 20.87? 6J05. .

q 33 and gas. 46.997 40.J54 40.908 2 Loll 19.470. . . . . .

. "r Total . . . . . .. ,J.095.JJ i 2J57.264 IJ54.159 IJ 69.438 t.095J68. .

t,;,Ewenses:', ctnc
ruet . . . . . . . . . . . . . .. . . . 1.578.53 t 1.206.872 954.882 C92.261 517.870'% Oper. and maint.. . 479.280 JJ t.060 256.693 896.942 159.09J

..

Other taaes . . .
. .

g{ c st of fuel sold . . . . . .
, 90.J27 80.856 69.964 60.172 S t.435

. ..

246.898 180J73 82.170 85.489 6Jt9'g o
s hiand gas oper. exth ' . 10.793 S.SSJ os755 5.449 J.960

. . . . . .
% Drpr depl and amort . 156,141 129.4SJ 109.445 81.010 69.07J.. ..

'

-d

' 1 4-
Total . . . .. . . . .

-

2.562.010 8.937.527 l.$4J.14J 1.04tJ23 807.750
Operating !ncome . 5JJJ28 429JJ7 378.016 Jos.Its 247.81

.. . .. . . . . .

Other income:
.' ":".ulow. for funds used during constr.. 39.058 J2.735 J t.924 87.029 14.088. .. .. .. .

e nher-net Q(19.089) J.057 (J.792) 2.689 ett
.. . ... .. . ... .. . . . . .

6 Total . . . . . . . . . .d. 19.969 35.792 . 28.t J6 19.788 84.699
. . . . . . . . . .. .

-
$ Rsed Charges:

hirrest on iong. term debt . 154.697 129.139 107.447 87.140 71.848. ..* * * , 4 * r mterest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. .

30.807 16.566 18.992 7.566 3.J93& ?.Miow. tor borrow. funds used during constr. ,
. . .

(23.907) (18J02) (20,205) (ll.6J9) (9.828).'# rruerred div.of suth. 20.042 20.042 19.765 t7JJO IJ.711
,

k
.. . .. .. .

g Total . 180.939 147.445 118.999 100J97 79.871
. .. . . . .. . .. .

9 fne, Before FederalInc. Taxes .. .. .. . . 372J5t J18.084 280.15J 227.4J6 22J.JJ9"
FedersA Income Tazes:'

,d,r Current . . 2tJ47 10.466 1.925 (J.074) 13.211
. . .. . .. . .. .. . .

I f fMerred:
wbrrahaed deprec.. .*

. 40,04l J9.507 J2Jt6 J4.5 t t 27J67invest tax credit . .
. . . ..

60.049 43.645 57.758 50.8JJ 47.635
. .

? Ott eg gas. . .
. . . .

f Other-net .
. . . . . . . . ' to.574 11.284 6.014 7.117 (2J10)

17.925 29.159 16.294 9.J92 18.800

v["
. . . . .. .. . ..

p Total .< .. . . .. .. . . .. 555.996 134.103 ItSJ07 98.779 97.703
,

Not incorne . . . . . . . . . . . . . . . . . 216J55 18J.941 161.846 128.657 125.6J6. .

Itetained earmnes bes. oi period. . 73 t.406 652.573 569J64 505.165 ' 4J2,165.. .. .), Common stock dive. . . . tJ7.289 105.144 78.637 64.458 52.636
- Retained estnings end of

net of federal income taxes. on construction..
810.472 731.406 652.573 569.364 505.165. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .%" N iMt.JtP accrues AFU

1979.1980 and 1981 the accrual rates were 7%grejects and nuclear fuel payments except for amounts included in the rate base by
7'[' Q-

treuaatory authormes. During ,e aV/"eand 9%Te, respectivety. The borrowed funds component of AFUDC. before* <
%terst income taxes is reflected in the statements of consolidated income as a credit to fixed charges and the other funds compnnent is shown as other mcome.' *j IIncludes a $20.06J.000 write.down of mvestment in uranium project.-

.,

mawnente e cnenges an coneondeses men.
Write-down of inv. Chee. In notes pay. $t

*.sa} mae posesson years ended Dee. 31 (in 3000):,, r t In uranium proj . 20.06J temp. inv. 43.42J 88.085Source of funds: 1981 1980
. ......

',.44 r= Rect en eure. mar. n(
o.wrsuons: TotaJ . . . . . . . . . . 463.694 J90.590 Is..tm. debt .

' Com. stoch. dividends (tJ7.289) (105.144) Decr.(incr.)in work.....
(8.386) (29.605)N Net income . 216.355 18J.948

4~J. Drpr. dept. and cap. . . . . . (22.JI9) 73.180
.

q Reinvest funds from Other-net . (i8.555) 2.962] amort. . 163.016 134.009 oper. . . . . . . . . . . . . J26.403 285.442.

N 4 Def. fed. inc. Fmancing and other* Total . . . . . . . . . . 781.J72 741.8188
Sale of com. stJa. . . . . . t 73.502 l75.272 Application of funds +2 i'i[ ta ves-net . 74,530 79.952

; c',g tavest. tax credit
Funds rec.from pail Constr.and nuclear

contr. rev, bond fuel expend. and
def.-net . 52.644 43.685 proc. heid by lismte adv. t act) . 698J44 664.4437,y. .

M
Wow. for funds trust . . . . . . . . . 96.260 5.000 Oil gas,and miamsstya Sale of first morts. expend.. 42.628 64.975used during

. bonds... ...... 125.000 100,000rTe constr. . . (62.964) (S t.0J7) Sale of secur. notes . 64.542 J t.552 Total . 78tJ72 7J1.814% SALANCE SHEETS
g COMPARATIVE CONSOLIDATED BALANCE SHEET. YEARS ENDED DEC. JL

"3 ' (in t.housands of do!!ars)
\SSETS 198 1980 1979 1978 1977D"ne plant . , 5J92.6JJ 4.667J29 J.979.127 J.449.549 2.940.8J a

... . . . . .
Dunc plant accb adjustments.. J 166 J.166 J.166 J.to6 J.too.. . .
W. Os and minsne property . 23J.928 196J64 129.226 89J48 57.245

.. . . .

. Total . . . . . . . . 5.629.727 4.866.859 4.181.5 t 9 J.5 42.06J J.001.242............
*d's accumulated deprec dept. and amort..

. . ... ..

456.037 7J5.550 622.656 528.08J 458.48J. . . .

Prno tdant and equip.-net . 4.773.690 4.LJ t.Jo9 J.4a4.863 J.0 t J.940 2.542.759
..

Currem an,cs:
Cam in hanks . ,

11.560 1J.027 12.600 to.60s 12.26J
. . .

.ho. mn mvestments. st cost . . . . . 600 2.000 52.t 29 69.064.. .

"%kmar funus and special deposits .
9.132 SJ82 5,269 4.650 ......J.95JWets receivabler

8.istomers . . . ,,. 110.942 24.247 63.515 54.239 41.564%n . . . 22.347 22.652 22.57e Jt.itt 25J5J
.

hes un, k:

I^1.ar averase cost . 80.964 6o.J64 47.84 J 49.Je7 S t.405
. . . .

, C'ul, at tiin ecmt . .
. .. .. 97.9 t J 2J.277 50.015 25.JO4"'na6s and supplies. at average cost. . 49.943 32.107 32.978 2 8.02J

......

20.072k.
. . J.480 J.2J9 14.J io 2.444 2.727

Tot.al current aseets . 184.925 252.295 Jot.671 J75.418 157.JJ 7
.

Fred Dahits . 70.154 49.JJ4 44.16J 25J6J 89.769
. .

T*dat assets . 5.2J0.773 4.4J2.918 J.aJ4.o97 .J.J I 4.76 4 2.719.865LIAlsff
. .

["'amma.! TIES
*

,,,/ n atock ino par) . 940.6J9 767.1J7 591.869 417.S t 3 542.425. .. .

*M earmats . 480.472 TJt.40o e52.573 569J64 505.165. .

I'dal tom. stk. equity . . . . . . .
,g9 l.75 t.i t t 1.498.541 1.264.434 8.026.879 497.500f* referred stock oi subsidiary . 243.518 24J.S t 3 24J.5 t 4 2| J.94 5 2 t e cto.. .

- _
_
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1941 19ao 1979 t**s
,

| CALANCE SHIETS (Cont'd):
S Tc Conv. debentures dur 1985 . 37.420 J3.506 39.914 30.9 83 t'en ,

Lons. term debt of s sbsadianes . 1.881.233 8.604JJ7 1.497.300 t.377.646 ' , . . t-
,

%
Total . . . . . . . . . . . J.9tJ.702 J.J85.904 J.025.264 2.65a.40 l 2.2m ,i,

Current Liabilities:
Notes s,avao.e . . . . 170.523 126.500 44.614 %.497 t.

4 **
Accounts pavable. . 285.964 149.174 (22.665 I ts.62M p

p', ' ,'Tanen accrued . . . 44.nos J.1.525 26.206 21.&n - r-

.L Interest accrued . . . . . . . . . . . . . . 42.588 31.110 29.J05 Ju91 ,
.

t ''1 Accrued hab. td municipalitaes 57.962 45.557 36.tsa8 27.972 a
' Dividends declared . . . . . . . . . . . . . 5.0f 0 5.0f 0 5.o ro 4. t.s2 -' o
I Current portion of lans-term debt . 4.sA6 29.605 7.530 J.9 to
' Other. . 25.625 2J 147 16.471 17.114 og,

Deterred Credits:
. 60t.362 44J.628 JJ1.809 275.06J ]- fTntal current liabilities .

.

Accum. def. federat income tares . J%430 332.556 242.176 192.815
Unamort. investment tan credat . 298.002 244.704 20J.148 15J 161 n,;,

,,

,

IJ.157 17.768 14.931 26.779Other. , , ,
. .

,
707.589 595.021 449.255 372.795 7- [| Total def. credits . . . . . . .

|
Property Insurance Reserve . 8.120 4.J85 8.369 8.500 %,.

,

t Totalliabilities . 5.230.773 4.432.938 J.834.697 J.J t 4.761
* ["'7'*

| accumulated provision for uncollectible accounts.
. </214.4J7 d191.JJJ d30.tJ8 455Not eurrent aseets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,

* See footnote W under company only Balance Sheet, above. i
!

' of au preterred shares of Houston 1.ighung at Power Co. p

| Electrto Plant. Dec J t, t981 (3000): es which permit recovery of fuel expenses in with S 410.000.000 in 1980) which limit the-,e . 9

tal short. term borrowings and provide go,E
;Producuon . l.93t.Jto the month incurred.*

terest at rates generally less than the pr6 Transmissaan .

l.022.5A9 The Company follows a policy of compre. rate. Bank loans and commercial parser ,,*-
I37J.563 Federet income Tames

Dtstnbutaon . e
.

Gener al . . . . . . . . . . . . . . . . . . . . . 250.J79 hensive interperiod income tax allocation. In. standing were 5817.J00.000 and 552.570.m. *' .

; Constnaction work in prosress . 1.526.434 vestment tax credits are deferred and amor. Dec. J t.1981 and 578.J00.000 and 547.J h . r
- Nuclear fuel in process . . . 121.683 timed over the enumated lives of the related at Dec. 31.1980, respectively. Compensat_- t

Coal handhns equapment . te6.675 balances are not required under these img t
property, creviit, however, a commitment few n( g pg , I*

Total * 5.J9 ' 3 Property Insurance Reserve per annum is recluired on the undrawn porti. *

The cost of replacing uninsured plant losses of $75 millaon of the hnes. f
*

NOTES TO CONSOUDATED FINANCIAL of HL8cP. less related tax effects. are charged '
STATEMENTS against the reserve when incurred. Effectave 86 Retirement Plan.

(As Taken From Annual Report of Company) January 1980, additional accruals to the re- The Company has a noncontributory retu. g
serve have been demed by regulatory authort. ment plan covering substanually all emp. .1. Summary of Signmcent Accounting Poucles. een. 'Ihe polacy of the Company is to iv.ties. pension costs accrued. which includes amo..

rds of Houston Light. Eamongs Per Common Shere satmn f ,

Ing 8r Power Company (HIAcP). the princzpal Earnings per common share are computed to brior se
costs. over a perkiu . ,

YYsubsidiary, are maantained in accordance with by dividmg net income by the wetahted aver- e tog cost o, mpany.a retirtw.c -age number of shares outstandmg durig thethe Federal Energy Regulatory Commission's respective periods. Com=non stock equivaaents plan for each of the years 1988,1980 and 19Uniform System of Accounts which has been duruur the periods dad not have a was 58.765. 37 SoJ.000 and 36.22J.Oru r.
adopted by the Public Utility Commission og outstandagutive effect on earninas per share. plan investments is 7,,med rate of return .

spective y. e assumaterialTexas (Unlity Commissaon)* Amounts shown for 1980 and 1979 have been A comparison of accumulated plan betw-taPHncipees of C_._ .

and plan net assets for the Company's retit.The consolidated financial statements in* restated to reflect a three-for-two stock splitef fective May26.1981., ment plan is presented below:clude the accounts of the Company and its *
2. Common Stocst.wholly-owned subsidiartes. HIJcP. Primary At the 1981 Annual Meeting. shareholders ggg,M,uanal present value of acc umuW % bFuels. Inc. (PFI) and Utility Fuets. Inc.

i 'e\ (UFI). Fuel sales and relatea cost or tuei soid a prom a neolution amM @ MWe e ,_g3; g-g, '

| generally represent UF1 coal sales to H1AcP o Incorporation to increase the authonzed g,jg th.
j and are not eliminated because of the distinc common stock, without par value, from Wstad . . . . 357.J56.000 M9h ...

tion for regulatory purposes between utilit 75.000.000 to 125.000.000 shares. Cominon Nonvested. 7.170.000 4.IN ee.i
.

I and non-utility operations. All other sigmff. stock issued during 1981. 1980 and 1979,

amounted to 9.93 2.J 84 shares. 10.038J50 364.526.000 353.4 h| cant intercompany transactions and balances #

are eliminated in consolidation. shares and 7.294.778 shares. respectively. re Met valueof net
stated for the stock split. assets avsdsbiep red Stoelt. for plan benehts . 396,995.000 $67.r2 e.Additions to electric plant. reduced by con 3' P'n''''part or all of HIJeP preferred stockA

to existms property and replacements of uruts may redeemed at the op of the Compa 7. C_._. _ _ . and Contingeneses.tributions in aid of construction. betterments
Significant commitments have been .

ny at the following per shan nces. plus any curred in connection with HIJcP's consivi |of property are capitalised at cost. Cost in- unpaid accmed dividends m of redemp- tion program and for nuclear fuel purcha e-ciudes the original cost of contracted seavices, g*N Series: throu h ne e natmetion program psclusmdirect labor and material. indirect charges for g4.00 Series 410$.00. 34.72
.

thereafter-8102.ft * AFUDC) is presently estimatec to cnet 1"*engineering supervision and similar overhead;
items and an aalowance for funds used dunns hul

31. 1983-5103.5 f: million in 1982. st.it9 million in Isst ar.: ~,2 Series: through Oct. Ja. 1982-8105.J53

[ , consnacuon ( AFUDC). thereafter-StalJ5 to $102.J5. 39.52 Series; St.256 million in 1984. An additional sat mu ,

! Maintenance of property and replacements through Sept. 30. 1985 - 8109.52: thereniter tion is azpected to be spent for uranaurs run | -

and renewals of items determmed to be less 3 05.00 to 3101.00. 89.08 Series: through centrate and nuclear fuel processing serne, 1t

y than umts of property are charged to expense. March J1.1986-4405.00; thereaW103.00 for HLJeP s South Texas nuclear tant. Com.
.

The actual or average book costs of unata of to $108.00. 38.12 Series: throush Nov. 30. tmtments in constion with H rs enn *;

| property notaced or unewed are rernoved 1987-8109J7: thereafter-4106.25 to $102.25. struction progr.m. prtacipally for generatma 5

from plant and such costa plus removal cost. 39.44 Series: through an. J1.1984-8109.04: plants and related facilities, are generalls en 4'

I less salvase, are charged to accumulated de- thereafter-8105.00 to 101.00, ocable by HIJLP subject to reambursement .4 f,-
predation, manufacturers for expenditures incurresi nr <

HIJcP and UFI compute depreciation using 4. Term h other canceuation penalties. In addauun. dus s
the straight-line method. The depreciation At Jt.1981, sirddna or improvement ing the 1982 1984 period. UFI expect = e. N
provision as a percentage of the deprecamble fund requirements of HIJtP's first mongage spend 3178 million for coal and lismte suppas g
cost of plant was J.787e for 1981 and J.ofe for bonds ointstanding will be 329.950.000 for the related equipment of which 329 million is es. W
1980 and 1979. 19 2 50 fo the yeare pected to be spent in 1982. SS1 mallion in 19tJ

-g g and $98 rmilion in 1984. PFI expects to sieratW an M ee Mepony $29.750.000for the ear 1986, uch require-
The full-cost method of accounting is used ments. $16.100.000 for the years 1982 throush appronamately S78 million on od and stas re

i for od and gas operations. Accordmsly all 1984 885.800.000 for the year 1985 and paoratory and development actaviues dunna .t
costs of acquanau,on. exploration and deveb 1982. 9S15.500.000for the year 1986 may be satisfied UFI has entered lato financing arraw ;ment of properues are capitalized. Deprecia* by certification of property additions at 100Te
taon, depletion and amortasanon of these costs of the requirements and the remainder ments for coal transportauon equipmen! ,,:which are treated as capital leases for unanis4are determaned on the unit-of-producuon throusa certification of such property addi.
method based on the satimated proved re- tions at 166%7 eof the requirements. SinkW accounting purposes. The Company has r ,

serves of od and saa properties. Depreciation * or improvement fund requirements for 1981 other matena& 1 ease commitments. ;
depieuon and amorH e=*1on amounted to and pnar years have been satisfied by certifl. 8. Nueeear Protect ": _ _ -.,

. HIJcP recently besan a re-evaluation of it'MO.805.000. 320.895.000 and S11J50.000 (S2.J7
SI.40 and S.62 per equivalent unat-of-produc* cation of property additions.Annuas matunties of long-term debt and proposed 1.200 megawatt Allens Creek nus W ..

.
?taon), for the years ervied December JI.1941' minimum capital lemme payments are approri- ar project sa a result of contanuing uncertain

1980 and 1979. respecu sely. mately $12J27.000 in 1982. 368.587 000 un 198J ties. ira construction schedules and cost **h

HIJLP accrues AFUDC. net of feceral in. $77.162.000 in 1984. 8106.817.000 bn 1985 and mates caused by inflation, regulatory delsse('"-* for Punste (Joess Ourtne Cenetruction
Set 997 000 in 1986, and changing resGatory requirernent* *

come taxes, on construction projects and nu- Time issuable amount of HIJcP first mort. Among the rr atters being considered in the t'
clear fuel payments except for announts in- sage bonds is unlimited as to authonastaon. evaluation of the Allens Creek protect at''
ciuded in the rate base by regulatary authort- but limited by property, earnings, and other completion of the nuclear senermung statw+
ties. During%fe 8%7, and 9%7e. respecuve-1979.1980 and 1981 the accrual provisions of the mortsase and deed of trust as preseritly designed. use of the plant site to'

e
r tes were i and the supplementalindentures thereto. Sub- a coal. fired senerating station. the availabile

. The borrowed funds component of stantially all properties of HIJtP and UFI are of proepective purchasers of the masor eiena
FUDC. before federal income taxes, is re- subject to tiens securms their tons-term debt. of equipment which HIJtP has alreadv Pu'

flected in the Statements of Consolidated In* 8. Short Term Pineneeng. chased or committed to purchase and the aN*

N.
,

come as a credit to fixed charges and the other The laterirn financmg requirements of the ity of HIJcP to recover the Allens Creen e'
funds component is shown as other income. Company's operaung subsidiartes are met penditures through rates over an approvnaui ,

~ ^L through short-term bank loans and the issu- pertod. It is anticipated that a final sitti*
| 1-----

ting the future of the Allens Creen ti-Revenues are recognized from the sale of ance of commercial paper. HIJtP. PFI and resfbe made by L.*se end of 1982. t!nni w '
f

electricity as bills are rendered to customers. UFI have bank lines of credit assresatin wil
Rate schedules include f uel adjustment claus- S515.000.000 at year end 1981 (as compar dectaion as made, expenditures in connerW

>

- . . Mk
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* n the project will be kept as low as possi- Research and dards Board (FASB) Statemmt No. JJ. F1
* develop. costs nancial Reportmg and Changing Prices. for
4 g. ns Dec. J t.198 t. approximately SJ88 mil- chsd. to exp. . 9.003 7.731 6.046 the purpose of providing certam information',

j i n.id tven spent or accrued on the Allens 12. Unaudited Quarterty Information. regardmg the effects of both general instation

a prwct. In the event HL&P should elect The following unaudited quarterly financial (constant dollars) and changes in specific
,

... ssrmmate the project and thereaf ter be un- information for 1980 and 1981 includes, in the Prices (current cost), which are not reflectedm traditional- financial statements. Constant
'c *'* to have thers assume its obhzations with Company's opinion, all adjustments (which

.mt to equipment,it has commatted to pur* compnse only normal recurring accruals) nec dollar amounts represent historical costs stat-q ItLaP could mcur additional costs, m essary for a fair presentation (in 5000's): ed m terms of dollars of coual purchastng
's u'''n ts which cannot presently be deter- gg power. as measured by the Consumer Pnceu15 " *",nsd. but which could be substantial. p,, index for all Urban Consumers (CPI-U). Cur-
n- ' in the event HL&P should elect to termi- ,

g (am. rent cost amounts reflect the changes in spe-
y 4:e the Allens Creek project without being g,,, jac. A cific prices of property from the date the prop-

! .; ranted related rate relief, any unrecovered 3(ar.JL 1940. 459.307 70J88 21174 J2 erty was acquired to the present and may dif-
fer from constant dollar amounts to the extentg7 a 1 . ,,ts would be wntten off agasnst mcome June A 1990. 581.425 93J90 MM2 .6,

755.713 169.937 79.239 t.34 that specific prices have increased more or
.w.n us the potentaal magnitude of any such.,m aucti determination. No esurnate can be Sepc A 1,980less rapidly than prices in general. This infor-,,;

pec,jg, g so . 570J17 95.622 T,36.674 J7g- mation should be viewed only as an estimate
15 ' ..nre.otf. HL&P's mortgage and corporate Star. J t.19st . = 609.402 88A34 33.387 Ji

.n. trier specify earrungs coverage and other fune A t9 75098 117.069 48.043 .70 of the approximate effect of inflation rather59 ' ...netions wiuch must be complied with pnor 3,pt a g,81.gg ,;0.004 201.995 95.117 LJ8 than as a recise measurement._; The pany's principal subsidiary.
73 % 2 the issuance of any additional First Mort- o,c,3g, g,gg , ;56.tJ7 125423 TJ9.808 .56 HL&P. In common with other electric utilityog - . ..:c Honds or addtuonal shares of Preferred @uanerty ennunas per common share are tiami ce de companies in general, continues to be adverse-
-4 e k. respectively. Under such provisions, a wesated awrase nuncer ad shares ov=anang dunas the quaner
65 g etc.nff of any sagnificant amount could se* and ue sum on the quanen may ma equa4 annual earmnas per ly impacted py the effects of an . inflationary
38 .nly limit or prevent the issuance by HL&P common share. Amouem saown han been pu=i to mlect a economy. Certam effects of inflataon, such as

,

.e Iqrst Mortgage Bonds and Preferred Stock higher interest costs assocated with long-term
wed an the financial results for the twelve * Worm smrk split effecove htay .% 1981. bonds and mcreased operating and mainte-5

-? IIs Dec.1980 and Nov.1981. bams ce aplated reserve sti, nance costs. are reflected in traditional finan-.. mis period fodowing the write-off. mates adsustments for derncianon deputico and amomaation of cial statements. Increased revenues to recover
- s.Jomtly-Owned Electric Plant, approximately 58.000.000 and 34.400.0tXL respecuvesy, were

#"' lit.!cP is project manager and one of four charted asamst mcome. Is Dec.1981. L;nhty Fues wmie down to much expenses. however, tend to laat tehindthe actual incurrence of such meressed costs."''"- g.artwipants in the South Texas Nuclear Proj- ==mi recoveratne value us investrrient a a uramum senp mim." * * n t wiuch consists of two t.J50 megawatt nu- me pronct resustms a a charse of 520.0hl.00(L Electric rates are generally based on historical *

C '**p. :.2r unerating units. Each participant fi* REPORT OF CERTIFIED PUSUC ACCOUNTANTS y a"n oppo, u y ec r its o ng
&#. y,(7,y,5 [L (As Taken From. Annual Report of Company) costs and earn a fair rate of return on its in-

h sp cup n nter n We have exammed the consolidated balance vestment in property plant and equipment.I
"of gg,o. ject bemg J0.8% As of Dec. J r. t988. pr sheets and the statements of subsidiaries * pre- However. in a highly, inflationary environ-s share of expenditures included in of Houston ment, expenses have increased at a muchferred stock and long-term debt. diaries as of.netruction work in progress and nuclear Industnes Incorporated and subsi greater rate than the increase in electric salesd*' "u-t m process were S$38 million and $54 mal. Dec. Jt.198 L and 1980 and the related state- which has resulted in an erosion of return on'

y
'o . ments of consolidated income, consolidated invested capital. It is unlikely that rates based gN nT as roje a ew r

7, **'g- -

retained earnings and changes in consolidated on histoncal costs can keep pace with in-
financial possuon for each of the three years an creased costs during inflationary periods. This

,y,
f- hertive federal income tax rates are lower tions were made a,Dec. J L.198 t. Our examma-10. Feceralincome Taxes. the period ended has resulted,in part. in the need for targer andg n accordance with generally more frequent rate increases. |.o,,

* in *t..tutory corporate rates for each year accepted auditing standards and. accordingly. There are a number of other effects of infla-,g . .ilows s n 5000's): ancluded such tests of the accounung records tion which are not reflected in tradational fi-
Yest Ended Dec. 31. and such other auditmg procedures as we con- nancial statements and to which the accompa-

,

1981 1980 1979 sidered necessary m the circumstances. nytng supplementary information as antended
.

"r*,
.

wt 'ed inc. As discussed m Note 8. HL&P. a subsidiary to give ef f ect. One major expense so af fected is

crmt dw. of.....
372.351 318.084 280.tSJ of the Company, recently began a re-evalua* depreciauon. The cost of constructma and re.4s .

taon of its Allens Creek nuclear generatmg fa* placing property. plant and equipment has
'.8

i

m. . 20.042 20.042 , 19.765 cility. Certain alternatives under consideration been escalaung dramatically. Historical finan-
.tS could result in substantial unrecoverable cial statements retlect depreciation based on
re- ,,4.d ... J92.J93 JJ8.126 299.918 costs, but t*ie ultimate outcome cannot be de- the historical costs of assets and do not reflect-

mrt rate . . . . M% M". M"e termined at this time. In our report dated I",eb. the true economsc cost of the asset "used up''
+. .:m t im at 10 19st. oar openson on ene tv80 and aw 9 and which must be replaced at substantia 11y

atory corp. consolidated financial statements was unqual- higher future values. However, a substanual
-
'~y ......... 180.501 155.538 137.962 ified: however, in view of the matter referred amount of such assets are financed with Lons-.s

'qs fmn in taxes resulting trom: to above, our present opinion on such consoli* term bonds and preferred stock which etfec-
m r..rother dated financial statements, as expressed here* tively acts as a hedge against the impact of410,' d in, is different from that expressed in our pre * inflation. Utility plants financed from invest-><' t w e

- m.r constr. . 17.% 7 15.058 14.687 vious report.
.

ment by common shareholders and retained
's]O " cr- aet . 6.5J8 o.J77 4.908 In our opituon. subject to the effects on the earnmes are not afforded such a hedge. Whtle

consolidated financial statements of such ad- a certain amount of the ampact on such depre-
t%t al . 24.505 21.4J 5 19.655 justments. if any, as might have been required ciatiori is reduced through higher returns al-

.td had the outcome of the uncertainty referred to lowed on the common equity investment in
v.4=es. 155.906 134.101 .18.307 in Lhe preceding paragraph been known, such property when eleCinC rates are establasned.'

yare .... 39f. 39.7''. 39.4". consoladated financial statements present fair * the end result of continuing inflauun is an ero-
1;.p* l 'npany had an mvestment t ir :redit ly the financial posiuon of the Company and ston of the common shareholder's mvestment.n-

':rrWo"r os approximately 59.240.00J > t Dec. its subsidianes at Dec. Jt.1981 and 1930 and when viewed in terms of real purchasing pow-nc- --

ses.
og l'M t. the results of their operations and the changes er.

*t Su Espense informstka (in in their financial position for each of the three The Company has made significant increas-67 . w,nesernentary y" ears in the period ended Dec. J1.1981,in con- es in the cornmon stock dividend over the lastmg ,;

8.ty witn generally accepted accountm8 several years. Actual annual per share cashnd- Year Ended Dec.Jt.
on- 1941 1980 1979 pnnciples applied on a consistent basis, dividends. adjusted to artve etlect to the three-

for two stock splat. have irw reased from $1.24
x,n- 5..s.otAr than inc. taxes, were chsd. to exp. as DELOITTE IIASKINS ac SELLS in 1977 to 51.99 in 1981. Ifowever. when restat.es,

, ,

. . n. atnc ed in terms of average tor t elollars, the divi.

. ins N uur.m . 4J.571 42.686 42.666 flouston. Texas dend increases appear much more modest, go-'

February 12. l982 ing from 51.84 m 1977 to 51.99 in 198 4. It is.ey- %w ern,s

t ''' mt d * 24.142 20.71{
16.044 SUPPLEMENTARY INFORMAftON TO OlsCLOSE significant that the common stock dividends.I of

i nr Srd!. ....... 10.276 e 7. M . 6.189 THE EFFECTS OF CHANGING PRICES in real terms have been able to keep pace with

tur- #.N e w rnent 4.121 J.f,71 2.535 (UNAUDITED) inflation over the last five years. a period of,

to '"rlLinmos. R.17 7 6.J t 5 5.Ob9 Financial statements of business enterpris- very hiich intiation. When restated in terms of
es. in accordance with scenerally accepted ac- averance 1988 dollars. the annual clavidend rate,pl y

os:4J , e mi: i.h,lin..... 90.JJ7 80.856 72.853 counting urinciples, reflect historical costs and for 1974 and 1979 was 5 L.97 and St.on for tonn.kdx. dottars of varymg purchasing power and ac. with the 1941 rate being St.99. While this mds-
' nd al ..nis sas cordinaly do not measure the ef fects of intla- cases that no samentsicant trowth has orcurre<t

i

| 1a r op 5.492 S.081 3.778 tion. The foslowing unaudited supplementary in commnn stmk dividends, the purchasingen- lied in accordance with the power of common dividends has been mam-
information is supp'inancial Accounting Stan-I rmd requirements of r tamed..M . 95.819 85.937 76.431| 6

afe"
".dt

Statement of Consoudsted income Adiusted For Changing Pnces

(For the Year Ended Dec. Jt.1941)
(In Thousands of Dollars)

: its Constant Carrent| , * 18"
Doilar Cost

, .'"s u"*-

Conventional Aversee Avetare| uys
f nts.

j[tatorical l9st to11
Coat Dollars . Dollarsl 7,

'% 3.091.331 J.U95.JJ t J.tp:1.J J i
I .uum ,

! 4.if %.s.
C''' 2.144.131 2.1441J8 J.144.131

| ,. ' * t ho4 soed . * J 403 94 J 46.s94 J in .*#4

| .ud" ''' We w . uswrsonar espenses . 10.799 10.I91 I H.| H
# 154.141 230.4 9 291,7;J
,,[ IN uun. sla g,istw and amortteauon .

(un . ' * t u.w. 15 5.'rin 155.99', I S S.uan
;

wt ' % h.tr.rt3 4nei nther inwme-net . toescA70 trm.970 t ho.u N
,

I 4.1 O

% ino.me t eu tud.n4 rechittion to net recoverable crat) . 2 t s.J 55 1 92.047 Ta.s! J"a

it

. .s.
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Constant

c"bDollar ?r ?
Conventional Average

AHastoncal test %
Tincrease in soenfic prices (current cost) of property plant and equipment held d2 ring the year . g)[, .P''

Cost Dollars
Less meresse a cost of property. plant and equipment adjusted for chanses in general pnce level .

r-
Y'.$

Exces ,of increase in reneral price levet over increase in specific prices. ,
....

D] {4-.
e .

j Reduction of utility property to net recoverabie costs . . . . . . . .
,

Gaan from dechne m purchasans power of net amounts owed .
.

(244.4421,
243 907

| Net.................................................................-.............................. g4
Dncluding the reduction to net recoverable cost. loss on a constant dollar basis would have been $152.431 for 1941.i (541)

eat Dec. J t.1981. current cost of property, plant and equapment. net of accumulated depreciation was 58.10a.890. while historical cost was 84.774.690.
8';

;|i Property, plant and equipment as referred sent the replacement cost of the Company's
to in the accompanying data includen utility productive capacity since r>iant weald not be sentially stated in terms of averan, c.plant in service lancf. land nahts and propertyheld for future use. nuclear fuel in process, replaced preciselv m kind, but rather is an ap- year pnces and therefore do not requir7, "'statement.proxamauort of the current cost of existing as.

In accordance with FASB No. J t. fedetaconstruction work in progress. coal handling sets.
equapment and oil. mas and mining property. The constant, dollar and current cost provi. come tax expense has not been adjunteel, f' *#
The constant dollar information was deter. sions for depreciation were determined by ap- rent federal income tax policy rectnerum

certain extent the effects of inflation. g[* *mined by adjustina historical amounts by the
ratio of the average levet of the CPI.U during plytnz the Company's histoncal depreciation

imed depreciation allowances and the ine$rates to the restated property amounts. Re.
the year the assets were acquired or con. statement of depreciation depletion and am. ment tax credit accelerate capital reenv
structed to the averare CPI-U andex for 198t. ortisation of oil, ans and trunant propertaes However. as the statutary federal income t''
Current cost of utility prnpertnes was deter. was computed by apptpns histoncal unit-of. rate has remamed stable, the eff ective rate h""increased significantly as a result of themined primarily by mdexing nuviving plant production rates to tne rentated propertyby the Handy. Whitman Index of Pubhc Utili.

clinmg purchasing power of the related t, '
_

amounts.ty Construcuon Costs. Oil and gas properties able income. The Company's effective geo
income statement other than depreciation.de.As allowed by FASB No. 33. Items in the income tax rate in 1981. when adjusted to, fwere restated to current costs primanly by

adjusting historical costs by extemally devet.oped indexes for onshrere and oefshore proper. pletion and amortiaation. were not adjusted. flauon. is SS percent under constant collar aI61 percent under current cost each of wQ
ties. Current cost information does not repre- operating and m. ntenance expenses are es.The cost of fuel uad an electric generation and exceeds its reported ef fective tax rare og i'

percent ahd the statutory race of 46 percent.

Five. Veer # - . - . _ of $esected Suppeementary Financial Data Adjusted for Effects of Changing Prtces
Revenues (In Thousands of Average 1981 Dollars. except per share arnounts)

Historical . . . . . . 1981 19s0 1979 1978 a..J.095JJi 2J67.264 t.854.159 IJ49.438 1.0is' t.Constana dollar. . .

t Net income
.

.. J.095JJ B 2.612.815 2J23.242 1.881.202 t.g*.
I Historical . . . . . . '

. . 216J55 183.988 161.846Constant dollar. ,
i Current cast. . . . . . . . 92.057 94J93 112.a94. . 78.813 81.981 95.135- i TEarrungs per share

Histancal . . . . . .I Constant do!!ar .
. . . 13.14 S1.14 13.23

i
Current cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1.34 1.64 2.25
. . .

[ I l.14 1.40 129Conunon Stock Equity at year-end (including electric utility property only
........

8 to the extent recoverable;I Histoncal . . . . . . t.75 t.it t 1.498.543 t.244.438
. . .Coa =< mat dollar.

! Current cast . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...... 1.777.032 1.650.529 a.517.45:
I.762.126 t.645Jts 1.517.049

.

'.. . . . . .. .. .

Cain from decline in purchasing power of net amounts owed . . .. . . . . .
Excess of increase in renersi 243.907 J t6,4a7 . JJ2.703
ECash divwtaarte darf* pnce level over increase m specific prices. 70.298 1ISJ25 336 t 5s',.a 1

Historical . . . . . . .%' Constaat dAe. ./ .. . . . 31.99 31.79 31.57 81.48 st , ;

5

!' '/ Darnet pnce per common share fear end.... .. ... . . 1.99 1.98 t.97 1.97
........ .

i* 1Histencal . . . . . . . . . . . . . . . . . . . . $18.1J 319.00 $19.42 318.25 $L a.
rConstant do!!ar. .

Aversae consumer p. . . . . . . . . . .rica inder . . . . . . . . . .
.

272.4 24& S 217.4 195.4 m -

17.54 20.03 23.0L 24.50 .w . s

... . i

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
CAmounts shown for 1977 through 1980 have been restated to reflect a thefor-two stock split effecuve May 26.1988.

'

Under the rate making prescribed by ragu.
The Company's operating results have gen. c: ara be attributed to a $500 mi'lon increase is '

1 :

latory authorities to which HLacP is subject, erally dechned over the last three years. the amount of construction we rk in progre.. conly the historical cost of plant is recoverable
through depreciation. Therefore, the excess of rate increases which have been approved andHIJeP's earnings have improved as a result of and nuclear fuel in process allowed in r .

1 L
4 >base by race re

the cost of utility plant stated in terms of con. Implemented approximately once each year. last two years. gulatory authorities over tr c! stant dottars and current cost that occurred as However, its overalt financial condation has Net income for 198I was 18'Fe higher the ef
't

! 4 a result of inflation in the current year over been adversely affected by increast'ng negative for 1980. Eamings per share*

the historical cost of utility plant is not pres. pressures of construction financing during pe- mained unchanged on a 178"e sucrease in te.
.

however. re ! 'I
|

ently recoverable in rates as depreciation and riods of high innarfari and erratic electric sales weighted average number of shares outstand 1

is reflected as a reduction to net recoverable due to uncertain economic conditions. weather ing. HLa P's contribution to the Companew
J =F

cost. '

and energy conservation. Primary Fuets' op- per share earnings reflects an heresse of Je
To property reflect the economics of rate erating results have been markedly lower each cents, while Pnmary Fueis and Utility Furt -

i h' ",. ;
regulation in the Statement of Income Adjung. of thelast three years primarily as a result of each expertenced losses for the , . Teahelpf

I ed for t' hanging Prices, the reducdon of net increased depietaan. depreciation and amorti- finance new constructson. 9 shares.* s. 4
;p . plant and equipment should be off antion expense = ==aa = ted with substantial additional common stock (with ne* prececun( set y a gain from the decline in purchas- capatal expenditures without the -e = M ah- of $156 milhon). $125 rrullion of First Mm p

power of not amounts owed. During a ment of significant proved reserves. The e Bonds and $96 million of pollution ennof inflanon. holders of monetary easets suffer wrtte-down of an investment in a uranium bonds were sold in 19s t resultinn. in pass
a toes of seneral purchaeans power while hold project to estimarmd recoverable value caused in the imprevement in the Company's capita,ers of avnetary Habsuties experience a gain. Utility Fuels to experience a lose during 19s1. k='W ration.
The gam from the decline in purchasing pow. while earnings associated with its coal siipply nesuns or operesen g
er of net amounts owed is primar4y attrtbut- activities have remained constant over the last The contnbution of Primary Fueis to tu [*able to the substantial amount of debt and three years. Company's earnings was 2J per share u. fpreferred stock which has been used to fl. The percentage of HLAtP's coi i.4 M,.s 1979

,

nance property, plant and equipment. Howev- prograna that was Spanced by funds generat- of od primarily as the result o[a,ncreased saW j
'h, Aand saa. Pnmary Fuels' earnings in tw=

er, since the depreciation on this utility plant ed f rom operations as well sa anterest coverag- and 1981 were adversely affected by suouar.is limited to the of historical costs, es increened during 1981 as a result of rate re- tial expenditures in its oil and gas expaorarna 5g
HLa:P does not ha os a holding gain, and is hD*rtuni'Y to real expenditures remainress level over the last twolaef granted in October 8980 and construction program wtuch caused depletion. depreciatw

i *i g .
?tI'f only the embedded cost of such cared to reco and amortization expenses to increase 8 * hyears. HLatP's return on average common en- million and 39.5 muttart for 1981 and 198o. "re k

o
Thus, to the extent that utility plant Q fi- uity has improved mornewhat during the past spectively. In addition, gas and oil sales have

i*;

'

nanced with debt and preferred stock the re ggog og ,,rs,pr,in,cipa.li[=ad in 1940 and 3:47 nul- penses.pttwo yea , as a result of $106 nul- not ke pace with increased operstane ce *, g; g 7,

ing gain essentially offset each other. duction to net recoverable cost and the hold * lion in 1984. Neverthenees. as discuased under decreased by IJ? and 1985 during 1981 aAd%Gas and od saies by Pnmary Fue.*
As a result of regulation. " Supplementary Information to Disclose the 1980, respectively as a resu[t of decreased de Ite 4

have the freedom to raise ,HLa:P does notits prices in re- have not kept pace with inflation.lectric rates mand and a norm,al decline in productive en,YF.ffects of Changing Prices" e
sponse to inflauon. Further. except in the case As a result. pacity. Decreased sales, however, were erwn aof fuel costs. the r latory process introduces HLatP has been unable to earn the returns on pietely offset by increased prices. These las

i + 88rommon equity granted by the Public Utility tors coupled with the mcrease in the Come sc substanual tim
between the incurrence Cornminaion in its rate orders. HLatP's autho- ny's average shares outstandmg. caused P'n ]Cof operating and c tal costs and the recov- rized returns on common equity for 1990 and mary Fueis' contnbuuon to the Cornpans * j , g Inery of such costa. Tlus " regulatory lag ** is one 3981 were 157, and is Lt

of the most significant factors contnbuting to turns were 1S.4% and 14 out the actual re. earnings per share in 1980 to dip to ee an=2 ju
respectively, caused it to experience a !c,ee of 4e per shareis , 7, 31the eromaan of investor capital. Compounding Another indication of the pany's gener- 1981.

,

the probiern is the fact that HLA:P must com- al financial condition is the poruon of net in. i se'

e in the same marketplace as a non-regu- come attnbutable to the allowance for funds Utility Fuels' coal supply contract * * , ct

nance its construction program, tad enterpnse for capital necessary to fi- used during construct 1on (AFUDC). AFUDC. plus a (Amed return on its net investrnem .HLatP allows Utility Fuets to recover as com* te-,

a non-cash item. rose dunna 1981 because of facilities. Thus. Utility Fuels' earninas, am g,
eu,

MANAGsMgNT*S OfSCUSS80ef AND ANALYSgg increases in construction balances and in- sted wtth its fuel delivery operations haQP FINANCIAL CONOITION AMO RgSULTS OP creased accrual rates due to hasher costs of mained faarly constant over the last
.OPSMDOpt, capital. However. AFUDC as a percentase of years. The $5.2 million loss resuit_s tram -

earnings declined in the last two years due to after tas write-dowra of 310.8 mailmn f*t. -(As Taken From Annual Report of Company) c.
HLatP earrung targer currant cash returns on investment in approximately t.: mu

' _pGeneret
its invented capita &. Niuch of this improvement pounds of uranium. Approxamately 4W*, ,,

,.
.

. . I 8

- _ . - __.
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ag,of thy urtnium were sold in December t3 to into servic2 prior to the 192J peak sen- E0ilandras

purrmt ,i, (;titity Fulb ts activviv seekmg other son. empt anit

Cout rs As a result of the write-down, subse* Purchased Power Expense. The increase in ***D.- U 78
huntus of4 ,nt sales are riot espected to have a materi* these costa reflects purchases of economy en.e

atect "' *85 ergy from other uulities in Texas and pur. !s-entg
Duitars barnings f'o"r HLacP m. debt.. J0 9 65 74creased in each of the chases of enertry under firm contracts with
3D m

.s tnree years as a result of sales growth and netshtboring utahties to meet peak loads. Four TouL .. 812 28 L25J U12ce mcreases, but were adversely affected by percent of HL&P's energy requirements was EPnmart Foets' exproditures for ad and saa espioranos sub.- ,
*

met with purchased power in 1981 and it ist. /4 ed escalauon m operatac,n and maantenance
. ts and nsang mterest rates. Although fuel expected that reliance on other utilities willin seat.ent to 1982 cannot be esumated unal the resuits of its 1982

expWauon and dewtopment progrant are knowa,eprnse has nearty doubled smce 1979, earn crease throughout the next several years.
3 * Operating and Manitenance Expenses. Opera. eargele ,ditCo cuo n

$t c[$uses in th
*

e i service r e sch tion and maantenance costs have increased at 8t"3Ct2,0j ,pgQ x,pendaTh es ted8'N The ef fects these factors and others have o e last ce

,} , .1 n tiL&P's results of cperation are de. a c,ompound rate of 25r and lignite mming and handling iacilities aret
** * sures, the use of larger, more compiicated gen,

current neverwes. As shown below the majority of eratang and pollutaan control equipment and anucipated by Utility Fuels m connection with''

HL&P's major generstmg stauon projects.
air 3 re=, me increase in electric operating revenues has substantial increases in labor costs. Increased HL&P expects to fmance a portsors of its

,en due to the recovery of mcreased fuel reliance on' coal-fired power plants has added construction program through funds generat-..
eral in- ,.,.ts through fuel adjustment clauses. significantly to the costs of operation and ed internally from operations. The ability of
d Cury %of RevenueIncrease rnmintenance. The employee work force has HL&P to fund a poruon of its capital require-
a to y Attnbutable to increased by about 19"e over the last three ments from sneernal funds is dependent to a
.aberal ,

,

Recow. of years as a result of increasingly complex con.
mvest. c..mparauve Incr. Rate Incr. struction and business activities, additional large degree on regulatory practices which de-
:overy.,. Penods Fuel Costs Incr. Sales government regulations and the number of termine corystrucuon work in progress in ratebase, depreciation rates. recovery of the cost
me taa . g e, g973. 7, 29 15 cuetomers being served. of fuel used in the generation of electricity and

I 88 ' ~ ** gh h Nor>Operatino items. These items are gener. the opportunity to earn competitive rates of' I'
he

-''' '' e'asing' ' 'constructio'n' expen%'tures ally related to HL&P's construction activities. return on its invested capital. It is presently* *

-d my
meet load growth. coupled with mitationary to a nun.ber of f actors. includma larger exter. J57e to 409. of HL&P s construction progrsm

Incr t The costs of financmg have steaddy nsen due estirnated that during the next three years
g pressures. have required HL&P to seek rate ul funds ghm hm' expecta. can be financed through internally generatedy

"r4tes have" bee"n p"lau"d'"in e'Hect in 'eac"h of"the tions c,f contmued inflation and increased' ' * * " 9 Y ^ * * **(* "*,, funds from operations aasunung HL&P canwhich- competition for funds among the major users
of 40, past three pars. KWH sales increases have of capital. AFUDC represents the cost of obtain rate relief on a timely basis at levelscomparable to those recently granted by the

aweseed 4.e over the last three years con. funds used to finance construction prof'ects;, nhuting to the growth in revenue. This italized as part of the cost o the Utility Commission.
.n=th rate is lower than experienced histori- and is ca[UDC is a non-cash item of na in. The remainder of HL&P's construction pm-; 3. Alv due to conservation by customers and,in ,o,,m,,,,and represents a cost, recoverable from gram will be fmanced tarough proceeds re-c ettto and 1981, economic condiuons adversely ceived from the sale of common stock by the
diecting the larger industrial customers. ,Be customers through provistons for depreciationin future periods lncreases in amounts for Company and the sales of preferred stock and979 .,. , *

g, .ause of the wsdespread,use of air condition * AFUDC not only correspond to increases in long-term debt by IIL&P. HL&P*s capitallas-
g7 es, weather also sismftcantly affects KWH construction expenditures, but also to increas. tion ratios at December 38.198L consisted oflong-term debt. 0% preferred stock and

the HL&P service area, primarily in es in the AFUDC accrual rate and the level of 48"de
,

uws mdential class. An unseasonably mild investment in constructaon that is not earrung 46 common stock and retained earningsi

e resim

.ummer negatively influenced 1979 electricity a current cash return. Since January 1979, with similar ratios expected to be maintained
. we. liowever, an extended heat wave m AFUDC has been computed using a net of tan in the future. Principally because of !!L&P'ss

No caused residential KWH usase to attam rate closely followmg the companv*s rising large capital requsrements. Moody's Investors
wrd levels and averase usage per residen- embedded cost of capitai. The AFUDC accru- Service. Inc. lowered its rating of HL&P's
..d customer increased f rom tJ.522 KWII in al rates for 1979 through 1981 were 7.57 8.5". First Mortgage Bonds and Preferred Stock in

and 9.25'E respectively. Effective Jan.1.1982 1980 from As to A. In November 1981. Stan-' C9 to 14.219 KWH m 1980. More normal=cather dunns the summer of 1981 contnbut* HL&P began accruing AFUDC at a rate oE dard & Poor's Corporation lowered its ratings
to a decrease in average use to 1J.590 10.0%. from AA to A+ for simdar reasons and due to

-d,A H for the year. uncertaintaes surrounding the constructaon of
s L.lquedity and Capetse Resourcee the lointly-owned South Texas Project nucle.Fuet Expense. These costs have nearly dou* The capital requirements for 1988, and as
(4 smce 1979. The increase m the price of estimated for 1982 through 1984, are as fol. at uruts. Duff & Phelps rates HL&P's bondsthe equivalent of AA . As a result of such.vt and, to a lesser extent, increased KWH lows (in $ mdlions):

urwaauun are 42 e contributing factors. The 191 tes2 iets tese downgradings. H L&P's expects .relatively
ht8her capitaa costs in connection wuh its iu-F ,, and increase in fuel costs has contributed to Constr. and ture sales of long-term debt and preferred

/ "e meresse in HL&P's average residential sudear stock.wenue per KWH from 4.09, in L979 to 6.29, fue Capital requirements of Utility Fuels.in ex-'

320.42 - 1981. Substantaally all of HL&P's natural (ndud
u requirements are being met under long- AFUDO e44 792 1.137 tJ00 cess of internally generated funds are expect-

2789 ed to be financed pnncipally through sales ofi

181.5 1rm contracts: however. larger quantities of Radroad
8th sas are being purchased at near. market can. coal

lons-term debt and from leveraged leases.
both involving guarantees by the Company,

Sces With natural gas deregulation, t.hese hano!!ag Primary Fuels' expendatures for 1982 are ex-se in .sts can he expected to continue their steep tanhties pected to be met from internally generated
stess alme. The increases in cost of coal for each and funds, short. term borrowmss and poestbly.
rati s var are due to higher delivered pnces for the hgnite

sales of production payments.
* the n and Lareer requirements by tiL&P for its numrar For information regarding bank IInes of.M. Parish plant. HL&P brought new coal- and credat and short-term borrowmss see Note S
than ed units into service in each of the years handling

. re- 48 trirnush 1980. A fourth urut is scheduled f anh . 65 29 51 98 to the Consolidated Financial Statements.
i th7
and. FINANCIAL & OPERATING RATIOS
.ny's INCOME ACCOUNT (Consolidatedn 3943 1930 1979 1978 1977
.i 24 82.77 $1.84 79 99 77.16 73.72i

Neu ' % tsmr ratso fe . . . . . .'

2.04 3.1 t 2.16 2.15 2.41

D.aimi wr avs. com. sh. . .
nes tharees estned . . . .help

$J.14 SJ.14 $3.23 $2.80 $2.94
l s of

m ds h ne ramm<en sns.(avs.) . 68.861.000 54.6 t 3.000 50.156.000 45.885.000 42.7 t 8.000r t
,

.~ ort. , PRICE RANGES
1.o? ?m<m ....... 1 23 % .16 % J t %-24s4, 3 t %-26% 3J8&26% 36 % .29 %

Wenn(adi.)...................................................... 21.75. t 6Al 21.13 16.33 21.00. t 7.50 22.25-17.84 24.00-19.50
' eart.

stLi- J Tknes over-all charges (after income tax).TAdj. for J-for 2 split in 1981.TAf ter J.for-2 split: before. 29%-25.

l LONG TERM DEST INDENTURE MODIFICATION-inden- (7) 565.000.000 t t% poll. contr. rev due
ture may be modified. except as provided. 1984.

| the 1. Houston Lignting & Power Co. convertstHe with consent of 66%% of deus, outsts. (8) S t 1.150.000 14.9% poll. contr. rev due
in twooro6nated decenture 5%s, due 1985: ASSUMED-Dy Co. from Efouston Lighting 1983.'

+

' J.m,o * Ranng 4 2 & Power Co. pursuant to a corporate restruc- (9) S20.110.000 14.9 % pott. contr. rev due1 s

2.t -MMMxt matste, Dec. J t. 198 t = turing plan in 1977, 198J.
, .an- if ""- LISTED-On New York Stock Exchange.

\ g{"D"-Feb.1.1970. DUE-Feb. I 1985. PURPOSE-Proceeds to general funds to re- CAPITAL STOCK.un
N..p.n

" ' ' " ***'*"'"#"****'"****'''*d'*****"'"*
. . n eN Trust Co. NYC. o"h*[RISI$ ""S40 'a10 Or l 2 Jan". 20. P[b, mpw % mg$$ ] Hy registerM. St.m 1970 thru tialsey. Stuart & Co Inc. and Gold- gg

. **n a rh u' I ' 'd"*

53 S'@rs#MeOhJ'13.n ".O M"d' N "" M%'''3" n'' g" Tda's 'Wiif%'" ' ' ' ""*"'""No par shs spht J.for 2.%1ay 26.194t...E8th -
,w w iws. Low . 62 % 77 88 % 82 86 % Enutled to one vote per share. No preemp-

I. ' t ot .04 19stl . . . .100.54 1944 ... 100 00
%'"CL" R ITY-Notsecured; subordinated to 2, suesediarsee Oeet tive nants.. a-

"I *en.or teht. Outstg.. Dec. J t. 1981. 31.890.139.000 com- Dividends Paid:.m-
1977 . .SIM 1974 . .52.12 1979 . . 32.J6'. ac. ' 'JW K RTIBLE-Into com. Shs. of IIouston pnsed of:

*t- k'Merm incorporated at $22.94 per snare (t) 11.610.000.000 first mortgage bonds of L940 .......J.rA 1941 . . . . . . o. 7 4*a - t

rs '%imit sale of 4.500.0u) common tns by flouston I.ishttns, at interest rates ranacmg After J.for.2 * tic. split:

"d * *hm Industries Intnrporated in Aprd f rom 2%T,. to LJ%% due at vanous dates 1991 .. .. 130 ;.194J. . t.02
To Sept. sat

1 *f. and 3 int 2 stock splat m May 1981). No throuath 20to.
*"mtments sur interest or davs except debs. (2) 418.Urm).Ou0 7%% water pollution con- Dividend Remvestment Plan: Plan permits**n

mnver't i af ter interest record date and pnor trol revenue bemds.due 2004, sharenoiders to automatscally remvest cash

. ' irtterest pa> ment date must be accompa- ( J) 119,200.000 9.5% water pollution control dividends n common stock of Co. optional
d W hv mterest due nn such date. Cash paid an revenue bnnds, uue 1998. cash payments of not tems than $50 not more
* "4 ud trartumas shs.: conversion pnvtlene (4) $3.oir).rax) 9.9% water pollution control than SJ.oins per calencar quarter may be

ve t a.ramst dilution. revenue nunds. due 19o8. made. One or botn opti<>ns may be chosen

?'"'ILTS ON DEFAULT-Trustee or 25% off'''* M is) $47.0imwx) 9w,. secured notes of Utility with no brokerage see chariced. Plan is quau.
fied with respect to the 4.conomic Recoveryj f*s. outstg. may dettare pnnapal due and Fuets. Inc.. due to 1948.

An ''%b*e (JO days' strace nor payment of inter. (6) 194.679.000 other subsidiary long term Tax Act of 1941 and is admmistered tnrmisn
Texas Commerte Bank. N.A Ilouston T.T.N 8- indebtedness.

.a3
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M6 MOODY 5 PUBL1C U11u11 mmu _

(J cc3.ccx) sha.) at 325.25 per sh. on Mar. 6'
-

(2.003.Cc0 sha.) at s29.125 per eh. (proceeda thru Kidder. Paabody & Co. Inc.: Dea
$fsarehol[le'rs should contact Ms. Ann Cherry to Co., $28.3E5) on Feb. 7.1979 thru Afor:ran Witter Reynolds Inc.; Merrill Lynch What* b'

1951

at Texas Commerce Bank at P.O.13os 259M. Stanlay & Co Inc Deara Wittar Rrynoida Weld Capital Markets Group and associates CHouston. TX. 77(X)! or by telephona at Inc. and Kidder. Peabody & Co., Inc. Except
for approximately $2.000.000 which will be Proceeds for investment in com. sentk ni '$Houston Lighunu & Power Co.. subsidiary j,(7 t J)2Ja.4em. added to the reneral fun <ts of the Co., the netDividenet Disburems & Transfer Agent: for use by flouston Lashting to def ray cost ,,j

Texzz Commerce tsank N.A Houston. proceeds will be mvested m the common stock gg

Rwtrar: F irst City National 13ank og t f Houston Lightine. and used by Houston its const ruc tion program.
I auhting m its c< instruction program. To the ( 4.50in.f M A) no par shs.) at $19 per sh. on Ort' I'

Ottared: (2.000.0n0 shs.) at SJ4 per sh. (pro. extent that such proceeds are not immediately 22.1928 thru Dean Witter Reynolds Inc., Ki,i'ouston.

h ) on Feb. Ir,. tuf 7 so und. they wdl be mvested in short term der. Peatuuly & Co.. I nc.. lityth EastmE*
8

teeds to Co 3J.O.8 per s . Paine Webber Inc. and associates. Procc
will be invested in the com. stock of Co/s de s'thru Storgan btanley & Co Inc. and Dean est bearmu s,12Huations. ,

int"2.Soo.non shs.) at $27.50
sh.(proceed'

sadi.a ry. If reuston Lighting & Power Co , ,$,Witter & Co.. Inc. and asseriates. Proceeds ( ,

will be investasi m the com. stock of Houston O[,,[6 fnc.: I d e'r.R yn pay for expenditures and repay short.terrn inI em
Lighuns. and used by Houston Lightinar m it*. & Co. and associates. Proceeds will be used to debtednew incurred ,m connection with f {ous.construction program including repayment of r

reduce short-term construction debt of its ton Liuhtmu a construction proectam. .l.-outsta, short-term borrowings incurred in (4.500.fmMJ shs) at $18.875 per sh. on April
connection therewith. pnncmal subsidiary' S27175 per sh. (proceeds t

12.fx7J.tum) shs.) at $29.JO per ab. (proceeds ( 3.ouv.or na shs.) at 12.1982 thru Goldman Sachs & Co. an.1 aw,..
to 0o $28.48 per sh.1 on Feb. 22. 297M thru to Co. S26.4A per sh.) on Apr.15.19MO thru caates. Proceeds f rom the additaonal shs. wip

,

Kidder Peabody & Co. Inc.: Dean Witter be invested by Co.. in the com. stot k og it. 7'.
$1orxan Stanley & Co., Inc.. Dean Witter& Cei.. Reynolds Inc. and associates. Proceeds invest. subsidiary. Houston Lighting & l'ower C .. P

Reynolds Inc. and Kidder. PeabodyInc. 1:.xcept for approximately St.noo.00s) ed In common sto(k of Ilouston Lightinic and for use by that company to pav for extieng T.
used by Houston Lighting to repay a portion tures anu repay short term mdebtedness in

which will be added to the sceneral funds of theCo.. the net proceeds will be invested in the of outstanding short term debt incurred in its curred in connection with its construction pre SL
constructic,n proistam.common stock of Houston Lichting, and used t J.ouo.ons) shs.) at $26.50 per sh. on Oct. 2. IJsted: On NYSE (Symbol: HOU). Ainn bu

g ra m.
Kidder.by Houston Liuhung in its construction pro- 1980 thru Dean Witter Reynolds Inc.broceeda listed on Midwest SE. Unlisted tradins: ,,n setrepayment of outstar. short. Peabody & Co. Inc. and associates. Cincinnatl & Pacific Stock Eachanges. adgram including

tirm borrowings mcurred in connection there- for construction. "Ewit 2t.

HOUSTON LIGHTING & POWER COMPANY ty,
<controu.d spouston inou.tn.. nco,,or.t cu-

*SCAPITAL STRUCTURE Dmes
Charges Earned Interest TCall Pnce Range*

LONG TERM DEBT Ratme Outstanding 1941 1980 Dates Tnce 1981 1940 preAmount

Issue ' A 8t O t See text T..... I. . . .

t. First mtge. 2%s.senes due t985. I. 130.On0.000 M&S 100.6J 56 - 45% 55 43

.

in,tboA1 30.000.0n0 M&S 100.43 668/- 62 % c,7 .n

2. First mtse. Js. senes due t949 . . A1 J0.000.000 M ac N 1 101.16 63 % . 50 % 64 5t mu,
J. First mtse. 3%s. senes due 1996. A1 40.000.000 F&AI 101.26 58 - 52% 64 53 po
4. First mtge. 4%s. senes due 1987. 101.76 48 % . 42 55 43A1 25.000.000

A1 25.000.000 jF&A5. First mtge. 4! as, senes cue t989. . A&OI 105.21 47 % - 39 % 55 % . 42 pg
6. First mtge. 4%s senes due l992., A1 40.000.000 J&J t 103.50 46h- 38% 54 % . 41 g

enes due 1996. 40.000,000 M&N 104.31 55See- 46 63 % . 50 *,#..
7. First mtge. 5%s.".enes due 997. A1
8. First mtge. 5%s. A1 35.000.000 A&O1 104.03 55Ve- 45% 635. 59 'g

, 64849 6[9. First mtge. 6%s. senes due 1997. At 35.000.000 J&Dt 104,97 58 % . 49 %10. First mtge.6%s.senesdue 1994. ;
A1 30.000.000 F&At 105.27 56 % 47 % 67%.ss
A1 50.000.000 J&D1 101.J5 57 % - 48 % 69 % . 54 fY1t. First mtge. 7tes. senes due 1999.

12. First mtge. 7%s. due 200t . A1 50.000.000 79 $a g'"

1J. First mtge. 7%s. due 2001 A1 100.000.000 J,63 J.56 F&Ai 107.16 6i - 5tW
M&SI 106.55 73 % - 62 % 90% 72 **

n 4. First mtge. 8%s. due 2004 . . A1 100.00u.000 M 8c S t 107.31 8 of
64 % . 54 %62 % 52 % 76 %. 9 [".t5. First mtge.10%s. due 2004 . A1 125.ono.000 A&O 4 107.04

to. First mtge. 8%s. due 2005 . A1 125.000.000 A&OI 107.94 62 - 52% 76 5s
].t7. First ntge. 8%s. due 2006 . A1 125.000.000 M8 S 107.66 65 -54% 79t/r of

18. First mtge. 8%s due 2007 , A1 125.000.000 J&Dt 107.85 678/s- 56 % 82 %. 64 g, .

. 20. First mtge.9%s.oue Juod .. A1 125.000.000 J&D1 110.43 83 % . 71 % iv5 . s2 -
3o';

A1 100 000.u00 J 5t D I 109.92 79 % . 67 % 105 %. s;19. First mtre. 8%s. due 2008 .-

i-I 21. First mtge. It%s. due 2009 A1 100.000.000 F8 A 1 $100 97%. 88&, T. .

/ 22. First mtge.12s. due 2010 . . . A1 125.000.000 M at 5 t e.sLOO d. . 1. $g,
#

23. First mtge. tJhs. due 1991. A1 Q25.0uo.000 F&At24. First mtge. IS%s. due t992 .
.... J.p40.000.000 T. .

TL,.. ca
25. 5%s debenture. due 1995 . . . . . . . . . . . . %, t 8.000.000 3. . T[. ,.

gj')

C
26. Water poll, contr.rev. 7%s.due 2004 . [. . 19.200.000 g93

..
5,000.000 gg. .27. Water poll contr. rev.9.5s due l998. " . . .

23. Water potL contr. rev.9.9s due 1998. . ;;g. . [. .E. 3 20.110.00029. Water poll. contr. rev. I4.9s. due t94J . T. , t 1.150.000 J 8: D t u.s . . . . . ..

In
sg s...... 5

J0. Water poll. contr. rev.14.9s. due 198J ... T.. . E63.000.000J t. Water pott. contr. rev. I1s. due 1984 . Earned per Sh. Divs. per Sh. Call Price Range

CAPITAL S*IVCK Value Ratins Outstanding 198t 1980 198: 1980 Pnce 1981 1990 2to
Par Amount

S4.00 34.00 105 J0a4, 25% 4J%- 298 2J5

No par "s2*' 97.397 sha.' 6.72 6.72 10J.5 t 50%- 4J% 72 % 49 raJIssue

2. 56.7 2 cum, pid . . No par "s2" 250.000 shs. 7.52 7.52 105.35 56 % - 48 % 81 % 54 % ,,J/*1. $4 cum. pid. . . . C

4. 59.52 cum, pfd. . No par "s2* 400.000 sha. 3100.19 $80.64 9,52 9.52 109.52 71%- 6tYs 102%. ee.. .ed
*

J. 37.52 cum, pid. . No par "a2" 500.000 sha.
9.08 9.08 109.08 68%. 58td 94 % . 645.

5. $9.08 cum. pid. . No par "a2" 400.000 sha. 8.12 8.12 1 109.37 61%.52% 87~i. 39 . 'ty
2.6 ?

No par "a2" 500.000 shs. 9.04 9.04 g.,109.04 68 % - 54 % 97%- oo 3

.04 favon ,m.. rn., ..... U..... T. . . . N.(198
na6. 58.12 cum, ptd. . No par a2 300.000 sha.

No par . .". . .". GK69.053.418 shs. . Cpold in7eb.1988. Dor detaaK see Cutf Coast waste Disposal Authonty7. 59.04 cuns pid. . .

1%
umci al at Govemment Manual. JESold in Dec.1981. ZSold in March 1942.8. Common . . . . . . . . . . . . . . . . . . . . . .Subsect to change, see text. GIssued priva ., 195

Inindustnal Development and Po@uunon Control Revenue secuan of Moody'sCi Before Federalincome tax. held by Parent Co. HBeginmns March I.1989. HPursuant to tne '. 550
~

ty with Houston 1.ighung for payment of principal and intercit ons a 540,000.000 Sv> 2.4 i
26, 1981.

IBased on avg. shs. as reported by Co. Adiusted for 3-for.2 stk. split May
corporate restructuring plan in 1978. Houston Industries assumed pint and several Id
$40.000.000 of 5%s. Convemble Debentures issued by Houston laghtzry. In considerazion thereof, Houstoo Lighong issued Houston n ustrie' .,' jaad1988.

Debenture. HIssued by Brason River Autts EFor decads see Brazos Raver Auth. Moody's Municipal de Gov't. Manual 3Begmame Feb.1.MANAGEMENT IIIpreferred stock on a basis of two Houston ofneere 5750HISTORY common shares for each National prefened D.D. Jordan. Chmn. of Bd. & Chief Exec.Off. ' 4.27[ Incorporated under the laws of Texas on share. 257.336 Houston sharea were thus ex- D.D. Sykora. Pres. & Chief Oper. Off.
January 9.1906 under the name of HoustonIaentmg & Power Company 1905. The figure changed before termmation of offer Dec. Jt*

na

1942. The remamder of 242.664 shares was H.R. Dean. Exec. Vice-Pres, . ' 94|

1905 was dropped from the corporate title on sold. May 14. 1943. to a syndicate wtuch in G.W.Oprea.Jr Ezec. Vice. Pres. - 'Vt

| April 4.1922. Smce mcorporation company turn of f ered the shares pubtacly. J.D. Cowart. Group Vice-Pres. ( AdmindVice-Pres. (Pers. &. @*has acquired electric properties in the fouow. Reorganuetkine On Jan. 14.1977, pursuant to K.R. Hinckley. Group
tit 4-Houston Heights (now part of merger and corporate restructuring plan, all RE. Simrnons. Gmas hPres. (Sys. Eno e;gPublic Affairs)ing ctties and towns: g

atstanding canrnon stock of company
MYetihts and Brunner (both now '' "s e'*'chaaved on a share nor share baats wtthE.A. Turner. Group Vice-Pres. (Fosas! Plans ;7q

, ,

h Oper. )

If16-S wa
iH Houston Industries. Inc. common stock. Com. Eng. 4: QnstrJ . ed. i

lit S-PUk Place (YoY of Houston 1 pants fonner subsadannes became separate Vice. Pres. dents
-

* i

A.R. Beavers R.E. Doan " ST. .,
La Porte. Romberg. R.ichmond ang subsidiaries of Houston Industries in the reor.sanization. In accordance with Indenture dat.R.I. Evans. Jr. J.H. Goldberg

ti25-Goose Creek (now part of Baytown) *. '
%. .-ted as of Feb. I.1970 between Co. and Bankers R.M. McCuistion L.B. Horr gan .Wharton. Trust Co., as Trustee. Co.*s 5%% Convertible R.S. Letbetterti26-Needvitle and Humble.1127-Pasadena. Bellaire. Pelly (no r part of Debentures due 1985 thereupon became con. J.D. Greenwade J.G. DeWease

E
"gsA.D. MaddoaBaytown). South Ho*aston and veruble into common stock of Houston indus. f' D. ParsonsFreeport. tnes incorporated rather than common stock .R. Johnston. Sec. & Treasurertf 29-Hiehlands (now part of Baytown). of Co. Pursuant to a First Supplemental In-among Co,'.S. Bnan. Amst. Sec. & Asst. Treas. p

113t-Galveston and Hitchcock. denture dated as of Jan. 14. 1977 P.C. Ger-ar. Asst. Sec. & Amst. Treas.
it 36-Rosharon. Houston Industries and Trustee. Houston In. W.R. Brw -en. Gen. Counset

",

194 t-Sealy. dustnes assumed jotat and several liability 06 rectors NI
t 946-Velasco. with Co. for payment of principal of (and pre. Sea Bracewell. Houston G

Permer Controk (.7ntil 1942. common stocit of mium, if any) and interest on, and to effect1150-Sugarland.s None of the W.R. rown. Houston .

this company was owned by National Power conversion of such Debentures. H.R. Dean. Houston
.

other outstanding securities of Co., includingbonds were form C. Echols. Baytown c
O Lisht Co. LJnder order of SEC m Integra.500.000 Houston shares were preferred stock and first mortgageHoward W. Horne. Houstontan Proceedings
offered by Natsonal en exchange for its own so affected.

.

-



MOODY'S PUBLIC UTILITY MANUAL 84'i
* -

is. Jord.m. Hou' ton 286.000 k.w. net generation (k.w.h.): 1981 diction. In a.ddition. ths Utility Commission*
.

.c mc. tt. Loch. Huus ton 449.882.000: 1980. t.J248Jt.000: fust cost (n+.t- has tppellita jurisdiction over electnc rates
g rg. ArcD.tde. !!ou>. ton ural gas) per k.w.h. (millah 1981. 36.L 1; 1980 ond services within the rTm4 ninet incorporat-i
.; W. Oprea, Jr Houston 29.21. ed rrvenues rnd KWH sales.
+ce.n t orton. Houston P.H. Robinson-near Bactiff-Constructed In July 1981. HL&P filed applications for
p g). A kora. Houston in 1966. Last unit installed in 1973. Capacity. general rate increases with the Utility Com-
WE. Walbridge. Houston 2.177.694 k w.; net generation (k.w.h.): 1981. mission and with the 76 incorporated munici-

J,c Wesaendortf. Richmond 11.384.827.000: 1980. IJ.193.277.000; fuel cost palities that had original jurisdiction over
( Auditors:Deloitte Haskins 8t Se!!s. (natural gas) per k.w.h. (mills): 1981. 24.19- HLatP's rates and services. In its applications.

1980,19.70. HLatP requested an increase in its base oper-' Purenasang Agent: B. Commander.Jr- Cedar Bayosa-near Baytown-constructed sting revenues for an adjusted test year ended.

Adveritsang Manager: W.S. Secrest. 1970. Last unit installed in 1974. Capacity. Starch J1.1981 of $248 million, a 17.0"5 return

Cirector Meetings:First Wed. of each month. 2.093.800 k.w. Net generation (k.w.h.): 198E. on common equity and inclusion in rate base
12.792.830.000: 1980, 1J 07J. 1J 000; fuel cost of approximately 5990 million (7J%) of itsAnnual Meeting: In Stay. e k.wls. Onillah M8L. 29.66* 31.357 million anvestment in construction

* Na of StoChhousers: Dec. JI.1981: Preferred. 80 9
t.259: common. B. G.as Turbine Generating Units-Installed in [n o ,as a r t setti t

fam of Employees:Dec. J t.198 8. 9.J t f. 1967,1968.1972,1974.1975 and 1976 in vart* between HL&P. the staff of the Utility Com-
Generse Office: 611 Walker Ave Houston, ous I cati ns. Capacity 1.479.504 k.w.; net mission and various intervenors. the Utilitygenerata n Sw.h.): 1981. 4.Jo9.614.000; 1980 Commission authorized new rates designed to

TX 77002. Tett (71J)228-9211. 4. 84J08.000, increase HL&P's system-wide annual reve.
%f Addrese: P.O. Box 1700. Houston. Construction progranu Company estimates nues for the adjusted test year by approxi-INg* constructiort program will entail expendatures mately St89 mdlaon and to provide a return on

of approximately 3767.000.000 in 1982. common. equity of 16.25%. with inclusion in
BUSINESS enerataon, transmission, distri s1.120.000.000 in 198J. and 31.260.000.000 in rate base of all of the 1990 million of constnac.
Engaged i

. 1984. Program includes construction of one taon work in progress and nuclear fuelin proc-
imuun and e of electric energy. Terntory 600.000 k.w. coal-fired steam unit at W.A. Par.

two came effective dr ser&P. The new rates be-
ens requestea b HL

wrved includes Houston. Galveston, and 156 ash plant scheduled for service in 198J: vice used on and after=

utpacent communities and rural areas. Inci* 385.000 k.w. nuclear units at South Texas October L5 for all unincorporated areas and
.k nt in its el nc busan , company sells Project representing Co.'s portion of the two certain cities covered by the Utllity Commis-
pmall amount o steam to ==pson Interna- t.250.000 k.w. units scheduled for service in saon's order which together account for ap-
taunal. c. n addition, company cooperates 1987 and 1989: two 750.000 k.w. lignite. fired proximately 507e of H L&P*n revenues. Ap with de ers in sale o ectric appliances to its units known as the Limestone Electne Gence- number of cities, including Houston, tasuedg

'

'"l'j,*uQte population of territory is esti- ating Station. to be located 18 males southeast rate ordinances authorizine smaller increasesof Groesbeck; first unit scheduled for comple- in electric rates which HLatP subsequently
J.024.000.mated at approxamatet[e Company is a major tion in lyse,and second in 19871 two 750.000 appealed to the Utility Commission. The Utila-The service area of t k.w. ligmte-fated units known as the Malakoff ty Commassaon approved, rates are being sol.

I rmiucer of oil gas, sulphur, refined produ-htmicals. petrochemicals. steel, oil tools and Electnc Generating Station. to be located ap- tected in these cities, subsect to refund. pend-
noted manufactunng, processing and servic proximately 200 males north of Houston near ing the outcome of public hearings scheduledthe town of Malakoff: first unat scheduled for for Aprd 1982,-

inie acuvities. Electronacs, paper. cement.materials, cotton, nce. cattle, salt, operatton an 1968: the second in 1989. The On Sept. 15.19s0. the Utility Commission
budding ts carrendy re-evaluating its granted an increase of StJ5 maumon on an ad-
mwnesium and other minerals are also tm. Companyplanned construc-aon of the 12.000 k.vr. Allena Justed test year ended Starch J L.1980. HLatPsmrtant products of the service area. Creek nuclear plant. had requested $214 million. The final order is.

sued by the Utdity Commission was based
PHYSICAL PROPERTIES FRANCHISES upon a setuement agreement entered into byF.lectric properties of the company include Corporate existence of the company was HL&P, the Utality,L ommassaon staff and the

in. limited by charter to 50 years from January 9 major intervenors in the case. The final orders k vs n nteam generating stations with
.s.disd turbme name plate seierating capacityII.wi.502 k.w. Linct. gas turb.).187 major 1906. but could be extended another 50 years Provided for the inclusion of 3477 million orr 2"oof construction work in progress and nu-4

wrmtations with installed transformer capaci. at any tame within 10 years of expiration by
k.v.a. and 24.080 miles of majonty vote of stockholders provided com. clear fuelin process in rate base and granted a'v of 15.395.2J4'rannmassion and distributaon lines. Approxi. pany was solvent and capital ummpaired. In 15.8?ereturn on common equity. The Compa.

s fuel requirements 1954. stockholders authorized an extension of ny had requested 85% of construction work in
natey 60% of Company'h natural gas,197ocuring 1981 was met wit corporate existence of company to Jan. 8 Progress and nuclear iuelin process in the rate
v as met with coal and the balance was met 2006. Amendment of company charter m April base.
mth od. Chief power plants are as follows: 1959 provided for perpetual corporate exis-

Ikenwater-near Houston-Constructed in tence. Company holds a 50. year franchise RESIDENTIAL. RATES
from each of the 84 incorporated communaues g3ect,,c: t all areas).IN:: last unit installed in 1955. Ca.pacity, served. none of whiCh expire before 2007. All Effective date: Oct. 1981. $6.00 (minirnurnj ''.125 k.w.: n-t geneentimt (k.w h ) t es t ,'

4 t x9.000: 1980. 57J.496.000: fuel cost (natu. 50-year francruses provide for payment annu* bill) incl. first JO kwh.
r.'61 v4ss per k.w.h. (malls): 1968. 35.538 1980, ally by company to respective municipalities Stanths of Af ay through Oct.:./ of a nominal sum of 5500 plus 4?e of compa- J.845e per kwh for all additional kwh: howev.;9 q
., G.ablu Street-Houston-(on standby basis) ny's gross receipts for preceding year from er. if angregate usame in any of these months
unntructed in 1900: last urut installed 1950. electnc sales (other than street lighting) with*
Gr:auty. 53.0u0 k.w.: net generatiort t k.w.h.): m corporate Limats of respective munacipali- is,,le,s,s than 750 kwh the Nov, through Aord
. *l. I 1.626.0u0): 1980. (2.JJ5.000): fuel cost taes. Alliranchises are nonexclusive. Sfonths o .kgyov throuah April:

, gg3 ,

|
n tural acas) per k.w.h. (mdis): 1981. N.A. 2.345, per kwh for all addat. kwh

REW W ON
liiram O. Clarke-Houston-Constr'scted Since Sept. 1976. Co.'s rates and services COMPETITION

.3 ius.l; last unit installed m t97J. Capacity, have been subject either to original or appel- T.erritory served by company is near the;tu.fm k.w.s net generation (k.w.h.): 1981 Late _ jurisdiction of Public Utility Commission jects constructed by the Lower Colorado
2 't.029 uno: 4 9n0. 2J 5.585.000. Fuel cost (natu of Texas (Utility Commission). Prior to that {ver Authonty but service areas are clearly
ral mo per k.w.h. (mills): 8981. 48.8J: 1980, time,its rates and services were subiect to reg defmed for both company and the Authority.i

J *L ulation only by incorporated munacspalities at For detatis see blue insert: also contract fori

| Gicens llaynu-near Houston-Construct. serves. Under Texas Public Utility Regulatory sale and interchange of power.
ed in 19P3. Last unit installed in 197J. Capaci. Act which created Utility Commission. encia Company has made no representation as to
ty 7 80.7 to k.w. net areneration ik.w.h.): 1988. municipality may continue to estercise origutal possible future effects of the program of the

,

IM s. Inn.orma: 8980, 2.528.441,000: fuel cost jurisdiction over electric utilities operstmg Rural Electnfication Admanistrat.non created..

i t %tural arme per k.w.fs. (mills): 1981. Jt.12; within its borders or, by ordinance or voter by the Federal Covernment
| y t%n. f t.n5. referendum, may surrender its original juris, The Public Utility Commission under the

2. G te.ter-near Webster-Constructed in diction to Utility Commission. H a municapali. authority granted it by the Public Utility Rear.'

WL I aws unit installed in 1%5. Capacity, ty does not surrender its onginal Jurtsdiction. ulatory Act. has established the service areaI .e '4" w e k.w. Net generation (k.w.h.): 89s I. it may continue to exercise regulatory powers
1M .7 tu.orNB: 19880. 2. t s.h762.000;* fuel cost under same standards and rules as those ap. boundanes of the Company.n
wr" ural was) per k.w.h. (mitts): 8981. J5.15; paied by Utihty Commission, or under sucta^e

' 4 9'u. J 8.18. Other standards and rules as are not inconsist. CONTRACT
%m Hertrnn-near la Porte-Constructed ent with those of Utility Commissiori. Sales by . HL.ScP has contracted with the City of Aus.|

.n 9 '.**. 4.ast unit installed in l'waO. Capacity. Co. over whach Utility Commissaon presently tm. Texas to purchase up to 800 mewawatts of
k. w.: net generation (k.w.h.): 8981, has origmal jurisdiction accounted for approx. Austin's generating capacity through 1947'% .3a n

L..d i t 'e Am W p: 19MO. J.4 20.3.lf.OrMA fuel cost 40% of Company's operstmst revenues for HL.StP has alw runtracted with the City Pub-
' Nusr.tl aans gwr k.w.h. (milton 8981. J4.44 twelve months ended Dec. JI.1981. lic Service floard of San Antonio to purchase

varying amounts of s.apacity durirus the ye1rs
t are. 7 :ss,

..' A. ISri=h- near Richmomi-Constructed RATES AND SERVtCES 19s2 throush L9A7. rangsrur from Jou to soo

m 19'M. I s<t urut metailed m 80AO. Capacity. Pursuant to tne Temas Public Utility Regu. mevawatts.
I 19 5 J. le.9 k.w.: net uencratsun ( k.w.h ): 8948, tatory Act which was passed in June 4975 tne In conjunction with the Austin agreement.

4 7. MJ.' eau. emus 3980. tra.Jto.504.UUtM fuel cost Pubtac Utdity Comarussion of Texas (Utility Company entered into an agreement with the
d9 rat v.t* and coat) per k.w.h. (mills): 19M t. Cummissaana has assumed original jurisdic. Lower Lotorado River Authority to transmitd'

'"7 7 7U+w. 21!h. taort over electrac rates and services in unin. the tinwer snurrhased f rom the City of Auntin.
. T |1. Wharton-near Houston-Construct. corporated areas of the State, and in a nurrrher The transmission services started on Jan.1.""
* H in m4.1.ut umt installed in 19tc. Capacity, of citics that have relsnatusshed onginal juns. t9so vid will end Decemtwe J t 1945.

| STAT' 5 TICS
OPERATING STATISTICS. YEARS ENDED OR ON DEC. JL
LTakert from reports to Federal Energy Resnalatory Commission)

P.LLt TRIC 69st t9so J979 197s t977 1976 1975

3%ie..n ess area merved. J.02 4.UUO 2. AA S.690 J.096.DIAJ 2.90U 000 2.721.000 2.625.000 2.5 J0.000
ts. s. ,vrs:

ihwAntia! . . . . . . . . . . 942.015 'm19.0 l4 849.389 774.a50 inn.2t9 6o1.091 i 623.865

Qamtes saa & analustnal . . 135.57) 125.934 118.896 t t J.572 10J.464 99.909 49 653

' H.cr 76 76 76 47 41 88 77

Tot 41. 1.117.644 1.0J5.02J 964.288 494.509 mN.820 759.085 7 t J.59 5

-s k. 4 *ih.s:
Wwwntial & rursa . . . 12.917.954.000 12.566.U96.9 88 11.074.847.101 10.996.913.798 9.7 59. t J6.999 4.529. t 77.Jr,0 4.4 27.429.J t 2

e bmmeruaa Ja muetnas 40.460.JO4.iAaJ JA.997.JJa.J70 J8.12J.17 5. 8 76 36.J7 7.5Jo.457 li. IsJ.co I.791 29.7J1.541.5 t 5 27.4 70.4u3.14 e

iher . J.490.102.u00 J.J 40.294. Lamb J.8 5s.44u.J J 2.94 t.J2J.J8J 2.7 43.9J5.970 2.59 8.9e l .ou9 J.J an.; t o.34J

Ttstal . 56.as0.J64.0Ho 54.s03.689.214 32.J60.502.t,08 50.275.766.5J 1 4 5.885.7J 8.5 s0 40.s54.70u.Js4 1A,146.J44.70 s

M - m m_ u m. m--^ n.s . , ' . c* .. r s.-

' - _ _ - -am_ &_.
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~

STATISTICS (Cont *dh
Revtmues: 1948 19AO 1979 1978 1977 1976 to;g

~ Residential ar rural . . . . SA t 2.414.077 3628.599.064 1453.354.216 S367J29.764 S301.424.360 $241.581.076 12ro.5 5fra,39[3
ommerciat ac andustriat . . t.s22.Jo9J49 t.Js7.m6.010 1.140.715.305 867.331.668 707.901.942 556.142.040

~ Other , t 14.431.796 107.45 t.8 Io &5.5J1.921 60.067.95 t 50.s52.654 39.402.479 27.816.N.

Tota! . . . . . . . . . . . . . 32369.215.222 12.123.956.8A4 S t.679.601.442 StJ96.029.376 S t.or4.57 A.947 1857.167.605 Q
4u.2;6.u.m,,ys/K.w.h. senerated (nett . . 57.16SJ47.000 57.228,126.0i0 54.67s.417.000 53.101.4 74/u s) 48.534.625.0tc 4JJ5J 2u.l.taju

K.w.h. purchased . . . . . 2.444.Jn6.000 720.295.000 J77J47.uuo 222.670.0uu J25.000 640.Ono 3 '

System pesk toad k w.. . . . . . . . . . 10.540.uuo 10.266.000 9.601000 9.362.000 8.645.000 8.219.uno 7.465u"
SALARIES AND WAGES:

Electnc . . . . . . S t 40.J21.2J9 3118.741648 $102.no2.737 17 A.151.579 569.244J90 S5J.287J,29 $50x t(,%,
L'tanaty piant. 53.026.367 42.811.250 38.441.531 R465.964 27.842.296 21.579.8 Lt 24,g g ,,

Other . 20.J95.684 14.J70J41 12.182.457 7.19n.4J 7 5.191 531 ' 2.861.070 3.102.24:

Total . . . . . . . . . . . 2tJJ41290 $175.925.639 115J.416J25 S t 15.A07.980 $102.279.417 577.728.162

(TResadential only.

INCOME ACCOUNTS COMPARATIVF, INCOME ACCOUNT. YEARS ENDED DEC. J1
(Taken from reporta filed with the Securities and Exchange Commission)

(in thousands of dollars)
1981 1980 1979 1978 1977 1976 39p

Total operatane revenue (electric) . 2.769.215 2.121957 1.707.527 1.J0J.604 1.069.786 441.6 t 6 634.g g ,

l.940.a06 3.440.334 1.137,102 823.849 633.244 449.876 2;3 'sc .

> tenance . . 117.205 97.598 77.703 55.J54 4JJ t9 33J44 34s-ratans empenses .

Depreciauon . . . . . . . . . . . . . . . . . . . . 115.418 101.134 93.444 7J.26 t 63J92 $7,0Jo S i g.-

Amort. of tunited temt utiL invest. . 19 19 19 19 19 19

Amort of prop. losses . J.044 2.618 278 .

Federat taxes:
I ncome . . . . . . . . . . . . . . 44.168 26.23J 10.911 10.229 19.194 37.601 ag3ta

Deferred income taxes . 61.049 59.811 44.515 37.831 J0.879 24.742 19 e4.

Investment tan cret11t . 60L764 44.414 $6.726 46.665 44.944 26.195
g;f.o *

.

10.167 7.4J0 6.054 4.736 J.620 2.996 j

Other taxes . . . . . . . . . .

80.100 73.426 63.965 55.436 47.815 44J64 394State and local taxes . .

Totat oper. revenue deducuons 2.4J2.593 1.85J.017 1.490.671 1.107J70 887.226 676.218 505.t 4.

Net operasang revenue. . . . . . . . . . . 3J6,622 270.940 216.901 t96.234 182.560 165.405 I:9 %.

t6J84 s.3n-. for funds used during constr..
for other funds used dunns

39.054 J2.7J5 Jt.928 t?.029 t4.0R8

Other income. . . J.692 4.682 914 4.271 t.865 ......t.450 ...t.noconstr. . . . . . .

Gross income . . .. . . . . . J79.J72 J08J57 249.743 27.5J4 198.51J 18J.239 Ja ny

Interest on ions term debt . . . . . . . 146.5 t 3 122.695 101.566 84J07 7 tJ99 6 t.094 56 m.;
Amortis.-debt disc. 8 exp. (net t . . . . . . 380 153 45 cr21 cr9 crJO c.

GAttow. for borrowed ids. used dunas cri t.470 cr9.619 crto.911 crt t.639 cs9,821
constr. . . . . . . . . . . . . . .

cr9.770 cr8.194 cr9.294 ...... ...... ......

Saz =llar of AFUDC. . . .

vtner interest charges . T.Jaa 5.159 2.136 5.208 2.295 6.867 . . . .t t.; -

Otherdeductions . 1.129 808 485 J00 127 148 |t *..

. .

Totalincome deduction . . . . 134.170 111.002 84.027 78.155 64.349 64.084 68.2r ,
.

P6et Income . . . . . . . . . . . . . . . 245.202 197,J 56 t e5J te 139.379 134.124 !!5.!!6 70 s '

-

Retaanad earnansa. beg. od year . 691.4a9 620.034 553.2tJ 497.079 429.550 36a.656 339.4...

' - ,

Tota! credits ... .4... 9R698 St7J90 718.928 6 & 458 56J.674 483 s t 2 4093.,

Preferred dividends . . . . . . . . 20.042 20.042 19J65 17.JJO IJJtt 12J62 e4$..

Commandsvidends(stock) .
.

tJ7.954 105.859 79.129 65.915 32.884 41.900 34.*
. .

778.694 691.449 620.J34 55J.2tJ 497.079 429.550 J6H.5-
Retained earnmas. Dec. Jt . .

E' Effective Jan.1.1977. Federal Power Commas- St -- " of Changes in Pinencess Posenen (in Rect. to curr. mat, of
...... (2n m .3000h Ig.un. debt.

si.on, predecessor of Federal Energy Regulatory Sourceof Funds: t98t 1980 Ot h .. (24.00:) 1.*

Co. or its rates), h does not have N over Netincome ...
c. - (whic 245.202 197J56..

assued an order which provides a Depreciation. . .. 125J29 108.298 Total . . . . . . . . . . 755.J05 720.4;.

formula for computing a ma=imum allowable AFC Deferredinc. Application of Funds:
'====-oet....... 51.2s0 51.687 Prop. sdd. (net os

rate sad requirea r-d=-fication of AFC into s"bor Inv. tas credit def. not 5J.8J0 44.414 aDow. for funde |
rowed funds'' sad an "oser funds'' mmponent. F ads used dur. constr.) 643J62 6J aw

, Since Jan.1.1977 utrual of AFC has ban rodasai- cr" (50.528) (u.354) Dividends . 157M6 t.3.eniconstr ... -
fled for income r'='a==nt presentation to show such Sale of first mtse.

- bonds.......... 125.000 100.000
" ". 80tJ58 762J5.

of conL stk. 162.925 E72.46J..W to Jan.1979, deferred lara== taxes wer,
. .. m uJ -u.,no-8*ed - **t--uo-oesnt of ^rUDC m . . . . . . . _ . :. . ,6.uo 5.000 Capani . .

which is deducted currently for federal income tas Chae.in notes psy.at CNet of proceede held by Trustee.
temp, cash invuot. (29.292) 101.915 [ Earl notes payable de temporary cash invest!

l puma ===

Record of Earnerose. yeare ended Dee. 31 (in thousands of dollars): .- , Eamd
Oper. Opse. Main. Depre. Net Oper. Cross Income Net Comrneo CNo. of pa j

Revenues Ear =.=== tenance ciauca Taman Revenue Income Deduct. Income Diva. Com.Shs Cons 5h

1975.. ... .i 634.153 J23.502 J6.455 S t.09 94.099 129.004 138.654 64.269 70.J85 J4.7 tJ 2J.752.127 le*

1974.... . . 446.8J7 212.406 J t.217 45.t44 39.022 109.044 118.277 44J99 69.878 J2.628 21.752.127
J.'4
2.

1973o..... 409.060 !$4.061 29.091 J9.224 85.Os2 97.620 106.546 34.677 71.909 29.928 21.152.127 ua

197 2. . . . . . 363.640 129.634 23.187 34.969 79.325 91.02J es.045 J2J72 65.67J 27J43 20.252.127 J. lu

1971. . . . . . 317.794 113.154 2 78 J0.936 69.8J9 42.443 a6.975 27.489 59.486 26.125 20.252.127 244

1970. . . . . . 232.752 99.605 2 J44 27.760 61.841 71.802 77,1J1 23.230 SJ.858 24.303 20.252.127 2..'+

1969... . . 262.5J4 88.007 17.020 26.203 65.559- 65.745- 6A.M4 20.454 47.949 22.682 20.232.127 2.27

1968.. . 235.529 79.628 16.507 23.149 57.922 SSJ2J 68.211 18.406 42.805 22.075 20.252.127 2 o6 4

1967.... ... 206.133 71.183 14.110 20.443 44.021 52.425 55.276 14.441 40.795 20.252 20.252.127 2.00

1966...., ., 190.999 64.165 10,904 taJte 47.424 49J92 50,184 9.001 41.103 20.252 20.252.127 2.01

8965.... . 180.220 57.950 9.055 17.434 47434 44J9J 48.864 8.tJ2 40.1J 8 18.6J2 20JJ2.121 3.**
,

l964. . ... 166,100 SJ.977 10.034 16.407 4J.628 42.052 42.707 7.918 34.789 15.797 20.252.127 1.*8 *'

196J.. .. .. 155.193 49.906 7.544 15Jt9 42.838 39.844 J9.584 8.006 31.502 13.974 20.252.127 134 -

1962.... 141.649 45.436 6J74 15.261 JsJ86 Js.577 J5.44J 4.456 27.J97 11.476 6.7503 09 4W l

1961. . . . . . . 120.497 39.142 5.9tJ 14.642 30.814 29.946 29.976 8.444 21.5J 2 10.801 6.750.709 3 13 |..

1960.... . 115.437 R640 5.459 tJ. Joe 30.J52 J0.07J J0.101 7.614 22.443 10.801 6.750Jo9 32' ,

1959........ 104.675 J2.444 5.084 18.904 27.915 27J88 27J24 6.40 t 20.92J 10Jos 6J 50.709 3 b'

19 54. . . . . . . 94J62 28,976 4.663 10.102 23.577 25.04J 25J t2 5.104 20.200 10.808 6.750fo9 2/*4

195 7 . . . . . . . . 87.102 26.978 4J48 SJ85 . 23JtJ 22.879 23.026 4.079 14.947 10.244 6.750J09 AU i

CDoes not reflect J4er.2 stock split effective May 26.1981.
.

I

COMPARATIVE BALANCE SHEET. AS OF DEC. Ja
(Taken frorn reports flied with the Securities and Enchange Commission).~,

a' (in thousands of dollara)
ASSET 3 1941 1980 t979 1978 1977 1976 l'''

Electnc ptant . . . . . . . . 5.107.441 4.455.713 3.816.948 JJie.464 2.847.930 2.462.603 DMP
*

Deprecsanon teserve .. 777.20J 678.787 591.465 512.604 450,946 390.417 38*... . .

Nuclear fuet. . . . . 121.643 104.947 83.947 69.995 68.291 32.ttM * * ' '... . .. .

... . -=-

Net utility plant . . . . 4.45 t.921 J,44 8,94J J.Jo9.470 2.873.859 2.498.275 2.098.295 1.64 P .
. .. ..

b
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1981 980 1979 :;78 1977 1973 1975~==

. er gasysacal property .
...... ...... 76 9

gA. LANCE SHEETS (Cont'd):
......9.747 ......11.840 ......11.6t4 10.05 t 11.563 9.995 11704

g
g'g.3g3 . g .......................

......8.8J8 4.937 4.927 4.25J J 683 J.243 ......JJ84
.

32.129 68.664 ...... ......
......

%mporarycashinvesunents .
84.5H baldepouts . 290 440 3J9 39t 270 212 167

Antbnetunds .................... 126.144 102.885 82.207 85.812 62.6| | 62.559 J9.826%

129.656 97.544 79.tJ9 70.945 69.4J9 77.143 83.998
I wcounts and notes receivable (net) .

J.119 2.934 14.046 2.192 2.727 2.749 1.565
(* t atenals and supplies ..

.
w oog prepayments .
* Totalcurrent and accrued ansets . . 277.794 220.580 244.40t 242.308 350.293 155.927 148,653

66.937 48.786 43.111 24.662 19.695 9,842 4.6 t 2

71.548' Wacedaneoun deferred delats .
4,796.652 4.151.309 J.596.982 3.140.829 2.668.263 2.264.064 t.989.786

Totat anets .. .

4 t.!ABil.ITIES 923.666 760,741 588.276 456.758 J91.534 J24.094 258.688

Townon stock . . 24J.518 24J.518 243.518 213.945 214.000 163.847 124.482
11.676 "* Preternd stock . . . 778.695 691.489 620.034 55JJtJ 497.079 429.550 368.656

'.) Itetained earnings. ..

l.945.879 t.695.748 1.451.828 1.223.916 1.102.6 t J 917.490 751.826

3.610.000 1,505.000 1.405.000 t.280.000 8.055.000 930.000 805.000

M".@4
Totalstodsholders' equity ..

.tiertrage debt. . . . . . . .
. ' IJ8.460 42.200 37.200 34.926 18.000 18.000 18.000

40.000 40.000 40.000 40.000 40.000 40.000 40.000
J. Othee long-term debt . .

Cway, debenture .

Totallons-term debt . ... . l.788.460 1.587.200 1.482.200 t.354.926 t.813.000 988.000 86J.000

23J78 50.870 1.004 2.197 * 24.829 6.J04 tJ1.866' '
.

j33

36.4,5& ~. vcounts payable . .
.

236.5J2 142.851 126.646 115.389 79.810 ......70.784 ......J9.0JJStes payatde . . . . . . . . ......
2J.502 Curr. poruon i.t. debt..

.
...... 20.000 ............

18.148 11.542 9.008 6J64 6J28 4.908 4.494,

..

S t.809 44.245 27.278 JJ.37 t 24.430 43.039 J2.160SI 0 g e 4stoener deposata .
. .

J7.269 29J24 28.006 26.844 22Jo9 20.557 18.933
""

3
t T4ses accrued . . .

.

19.43d Other current tiabilities . . . . 69.591 61.720 48.227 42.004 J 8.674 25.75J 19.468
* * * *A !sterest accrued . . . . . . . .

N ', Total current and accrued liabilities . . 434.927' 360.552 240.329 226Jo9 189.J73 171J45 245.954

(*womers advances for construction . . 17.198 22.328 18.578 19.10J 19.563 15.050 9.128

3J80 Accurn. def. investment taz credits . . 289.575 235.79 t 192.606 145.452 106Ja9 67.600 42.9J1

JJ79 a19.7J2 crt.747 704 2.105 2.716 87

cr;005 cr2.200 cr959 cr274 cr43J 81J9.34;* s Rner deferred credits . . . . . . . . . . . . . a
Cnmorused premium on debt. not . . . crs.4?O

J01.682 232.175 207.2J7 162.892 127.98J 84.973 52,22705.14y.

goog -
'Accurn. deferred income tases . 317.564 267.249 206.569 16J.818 126.940 94.511 69J29

Total deferred credits . . . . . .
g,347 . - 450 408 354 244 50

..

. . . ,7 skner reserves . . 8,120 8.383 8.369 8.500 8.000 7.500 7.000......fnrunes and damages reserve . ......
4

. . 4J96.652 4.15 tJo9 3.596.982 J.140.829 2.668.263 2.264.064 t.989.7 86

d!57,4JJ 43J9,972 4.07 2 15.939 d49,080 d15.418 d104J01Totalliabilities .s
mate outcome cannot be determined at thisNet current aseets .$8.654

TDue to accelerated amortisanon and liberallaed ment reserve was subdivided to correspond time. In our report dated February 16.198t.N 14 with related assets accounts and effective Jan."I surenauon. 1.1945, company instituted straight-line de. our opirdon on the 1979 and 1980 financialstatements was unquallfled; however, in view_ Represented by no par shares: preciation accounurut, annual provisions be-
C2 series:1973-79. 250.000 shares, mg approximateiy 3% of total deprectable of the matter referred to above. our present54 wnes: 1974-80. 97J97 shares.

ty"i opinion on such financial statements. as ex-
5 .52 series: 197J-79. 500.000 sha.

cost of electric plant.(b) Deferred Federal Income Taxes: After pressed herem, is different from that ex-gag itS2 senes: 1975 *9. 400.000 shs. 1969. Co. began using Liberalized depreciation pressed in our previous report.
se os senes: t976 79. 400.000 sas. method for federal income tax purposes. Co. In our opmion. subject to the effects on the

ys;o, R2 senen: 1977 79. 500.000 sha. uses taa guideline lives for property acquired financial statements of such adjustments, if
59 04 senes: 1979. J00.000 shs. before t974, and elected to adopt federal in- any as might have been required had the out-

4
me. 42.964J77: 1979. 36.217.276: 1978. Jtate.voes come Laa %66 !!!s systen.'' for 1973 rf pmr> came af the uncertainty referred to in the pre.

1981. 74.088.84 t:pg3 ~1t=*wawd by no par shares:*.
erty additions. Pursuant to the Economic Re- ceding paragraph been known. sucn tinanciaistatements present f airly the financial positionN7. 29.004.642; 1976, 26J52.127:1975. 2J.752.827.,

covery Tax Act of t981, the ACRS method is1980 properties. Deferred in- of the Company at December Jt.1980 and3,,93
%.475 Notest (a) Prior to May 14.194J. comoany used for post 1981 and the results of it:s operations and the

M.7 tJ was a subsidiary of a public utility holding come taxes have been provided on difference changes in its financial position for each of theenpany and sublect to the provisions of the between depreciation computed using these
*"ublic Ltihty Holding Company Act of 19J5. methods and straight.line tax depreciation three years in the period ended December 31.Po8.656 198t, in conformity with generally acceptedOn that date company ceased to be such sub. otherwise allowable.
-*dury. Company, while such a subsidiary, Investment tax credit applied as a reductiort accountmg prmciples applied on a consistent

4.000) was required to adopt FERC Uniform System of federalincome taxes has been deferred and basis.
IJ17 4 Accounts pursuant to Secunties and Ex. is being amortized over estimated lives of re Our examinations also comprehended theVI. VIII and IXhange Comnussion Rule U-27. promulgated lated property. Credits deferred aggregated supplemental schedules V,m the period endedmder P.U.II. Act of 1935. Subsequent to May $60J64,000 in 1981 and $44.414.000 in 1980, for each of the three yearsW2s Auseltor's Stegort:The following is an excerpt December Jt.1981. In our opinion, subject to14.. form System of Accounts and files reports 1943, company generally follows FERC

h FERC but expressly denies jurisdiction from the Repurt of Independent Auditors. De- the effects ori Schedule V of such adjus'ments.ni if any, as mient have been required had the
ne"FERC over f acilities owned by company or toitte Haskins at Setts as it appeared in 1981 outcome of the uncertaanty referred to in the
*

M the neht of FERC to require reports in con. Annual Report, preceding parasraph been known.
A, .656 n.< tion therewith. Company in 1945 complet- "As discussed in Note 7. the Company re- secondsuch supplemental schedules, when consid-901 cently began a re-evaluation of its Allens ered in relation to the basic financial state-M a wtudy and reclassaficauon of plant prop-

intangibles). Creek nuclear generating facility. Certain al-ternatives under consaderation could result in ments. prement fairly in att material respects
~ --

tr and equipment (including
"The reserve previously desurnated as amorta-*LJ57
cauon. *preciation, renewats and replace- substantut unrecoverable costs, but the ulti- the information shown therein."

(2.12,
FINANCIAL & OPERATING RATIOS

(Ratios and data comp' fed from reports to Federal Energy Regulatory Commission)
_E!.ECTRIC OPERATIONS l',st 19a0 1979 197a 1977 1976 1975

.Eare. Rate rw,p.to res.cust.., J.08 J.17 165 J.72 J.35 J.96 444:.

2171 22.9J 23.16 21J9 21.27 20.47 22.09. .

" rev5. % uf tota!.. . . 29JJ 29.60 26.99 28J7 28.46 28.90 J1.94g( * ales '% uf tatal . . .

7,,9 P$9. av. rate per k.w.h.- cents. . 6.29 5.00 4.09 JJ6 3.00 LA 2.4

h aver. tust. use t h.w.hd . IJ.590 14.219 13.322 14.7J4 14.26e IJ.146 13.508.

;94
.

s.04

4.J 4.9 5.3 S.6 0.0 6s 4.t
*. i n INCOMF. ACCOUNT

ty Enrenanceof er.oper. revenue.. . 4.2 4.6 4.ss 42s 4.09 J.96 s.7' 184 *j Ibree.of genesnyer.rev..
2.J LJ 2.3 2.2 2.2 LJ LJ

' .'et over. rev. to net util, plant . 7.6 7.0 6.6 6.4 7.J 7.9 7.0, !pprec. uf uulity plant . . . . . . . .*Q ,!

,b rat'ne ratio . . . . . . . . . . . . . . . # f.43 81.10 NOJJ 77.68 74.05 69.9 71.3
;p

J.6 J.36 J.64 J.62 4.09 4.00 2.34
tot

{mn thee. camed before inc. tames . . 2.52 2.54 2.60 2.36 2.s t 1 69 ' 2.0J
l

: .'.r8
2.JJ L20 2.38 2.14 LJ7 2.29 L.86.enes thus. earned alter inc. tases . ..0

[' 4H*0 er share pref erred . . . . . . . . . . . .$13189 180.64 56dJa 564.96 178J5 57 t.43 556.4Jh*s thes. as pid div. earned aft. inc. tas.

Gj b'""8 Det share corn. (year end shs.) . 13.04 14.13 54.03 SJ.9n 54.15 $3.84 82.69t

fJr ' E*'ne.8 per sa. coen. (yr. endWadj. . 13.04 S175 $2.69 3L60 5L77 $156 EtJ9

harne'I twe share commun f ave.) .. $J.26 84.32 1434 5L97 54.21 1J.92 $1s9
= r34

13.26 S.$.01 12.89 12.65 12.s t $1st 58.91
L44

12J.00 SJJ.80 SJJJ6 SJLJ5 130.64 $25.58 128.25J3 . .E*rne't per nh. com. t ave.)-adj.. . . .

..bt tane. ansets per sh.-adi. . . 32J.00 $22.5J 12124 521.50 120.41 519.05 si4.s3".99e. Der enmmon snare e actua4 .

* *""'er ni shares-54 preferred . 97J97 47.J97 97.J97 97.397 97.J97 9 7.J97 47.J97

230.000 230.orn 230.000 250A10 23000 230.0uo 250.Orm

'tI A2 preferred . $00 u4 500.000 500.000 $00.014 !'H 884 5Gl.us Suo unW "2 preferred .

400.0U0 4(M 000 4GAu00 400.0uo 491.um eu).u n MA.uioy
..

400.000 4do.0LO 400.000 400.0 4 efA).u H 4UO.usW 32 Dreserted . . .

*[I "i9 the preferred .
500.un 500.000 500.000 500.01m 9)oAA)

* W 12 preterred .
JG)AD J00.UOO Jul.ulh ...... ..... . . . . . . ......

'"'Com. t aved . . . . , 69.011.4 L a 19J47.tsJ JJ.6J I.0J2 30.74aJ48 24.021.146 26J5L127 22.097.000'I9 04 preferred . . .
. $g

% (ave. H adj.. 74.001.848 $5.870.774 50.446.548 46.121372 44911.719 40.628.690 JJ.145.Stn.

,,,,,,,,

..4J,3J s

- w

,
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frtNANCIAL RATIOS (Cont'dh test 19a0 1979 sets 1977 1976 t,;g

| - com. ( year end) . . . . . . . 74.001.848 42.964.777 J6.217.276 J t.J t 4.996 29.006.642 26.752.127 23; 52 3'.-
.

-com. f venr end >-adj. . 69.05).414 64.447.866 54.J25.9:4 46.972.494 4J.506,963 40.5 28. t 90 .s 14 2i ''*'*
i BA1.ANCE SHEET

-

-,' **, ni total capitahaat represented by:
(' - stock 4 surpius - 45.6 44.5 4 t.2 J9.2 40.1 J9.5
Pref erred atock . 6.5 7.5 s.J 4.3 9.7 a.6 ,| I

3'3 .,Lona term debt . . . . . . . . . . . . 47.9 44.0 50.5 52.5 50.2 S t.9 '

e
** Mtse. debt of deprec. plant . . J7.2 39.9 4J.6 45.7 44.6 47.3 4

Rauo rress plant to eross revs. . l.s4 2.10 2.23. t 2.54 1 2.70 I 2.9 J. 3'd4- 1
.

IP, deprec. res. to grose plant . I5.2J t 5.24 I5.5 45.5 15.6 16. t .
i'"

PRICE RANGE
First Js.1989 . . . S t-45t' 55-45 63 % .56 60 % -57 % 62.428-54 % 62 %-54 gn
First 3%s.19n6 . 66462%s 67 57 7 t %-66% 70 %-67 72-66 % 71 % 62 M. ,,,.. .

First 4%s 19n7 . . 64 % -59 % 64-58 75 %-67&s 77 % -64 % 7s % .72 75 % -70 75M *
First 4%s.1*=9 54-52 % 64-53 73 % -65 % 74-57 76 72 % 76%-a6 7 t,. g. -First 4%s.1992 . . 4a%-42 55-43 64 % -56 % 66 %-6 69 % -64 % 70 %-59 ,0.-
First S%s. 8996 . 478r39t 55 % -42 0e%.57% 70 62 % 7 t %-64% 7245 69. ., ' '
First 5%s.1997 . .

46%-38%g 54 % -48
y.

65 % 56 % 69 % .61 % 72 70 74 % 65 i, w *
55&c46 6JW50 77 % -66 83 % -74 45 % -41 % sa%-78

55 %.45 % 6J%.50 77 66 83%-YJ% 35 %-s t &p a6%-78% ;9r g3. ;First 6%s.1997 . . .

First e%s.1998 . . ;g... . .

. . Sa%.-49s/p 64 % 55 83Vr7o 90 %-40 93%-stts 98 %-45 a6 ' ,First 7 %a.1909 .
56 % 47 % 67 %-5J s1 646/7 s6 % -77 90%-a % 92 %-s2 .n .First 7%s. 200 . . .

First ?%s.2001. . 57 % -48 % 69 % -54 8J%.69 89 % -79 9 t %-86 92-84 gs *
. .

I First s%s. 2004 . . 66 51 % 79-54 sa%.73 95 %-s4 % 9s %-9J W tot %-90 f3i First 10%s. 2004 . . . . 73 %-62 % 90 %-72 104%-as 109Vrtut% 111 % -107 % 184-104 tu6,N o .
First s%s. 2006

. 64 % .54 % al-42 93 % 7 100 90 tal%-99% 105 95First 4%s. 2005 . $.u *...

62 % .52 % 76 % -59 90 % -75 % 98 % -86 102-94.115 102 % -96. . . .
First s%s. 2007 . . . . . . . 62 528v 76-58 9e%-75 es%.no 100 % -94.100
First sV.s. due 2008 .. . 65-54 %s 79 % -62 94 % -7s % t00 95%

. .. . 67 % -56 % 82 %-65 94-80 % 99 %-97 %First9%s.due 200s ..
79&r67% 105Vr78% 96 % -96 %First i t %s. due 2009 . . .. . ...

First 2s. due 2010 . . . . .. sJ%-78% 105-82.

First tJ%s.due t991. 97 % .44 % ...... ...... ...... ...... ......

S4 cum. preferred . . . . . . . J0%-25% 43 % -29 % 44%-JS% 43-37 49-45 44 % -41 % p.4
85 %-41 s4. J gitg.36.72 cum. preferred . . . .. 50%-4J% 72 % -49 75-60 ......

95 % 92 % 91 % -42 % est -57.52 cum. preferred. , 44 % 41 -549a s4-67 5 92 %-92 %
112 107 110-10t % tut.'It '59.52 cum. pref erred . . 71 1% 102 69 % 106 % -43

......99-99 (09 % -101 108 % -99 %
.

$9 08 cum. pref erred. , . 68 58 98 -64 % 10t %-4 L. .. .

$4.12 cum. pref erred. , 61 52 47 % -59 % 90 %-72 % 100 97 % 99 % .99 %. .
59.04 cum, preierred . . . . . 64 % .54 97 % .66 to140%

EResadenual only.

_ flettee and Data (Compiled from, Uniform Statistical Reports):Aeesteenes -'__ -
Financial Rauce

Martin of safetvM*. . .
. 30.4 27.9 24.4 2J.0 26.4 27.5 3Cross me. % tons term debt . .

14.8 15.4 16J 18.0 28.4 24.2 w*. ..

M.of rev. avadable for common . 8.1 8.3 S.6 9.4 IiJ 12.2 3.

Dividend payout-%. . 61.2 59.7 54.2 54 44 48 .o.Avg. annual yteld.-% .
. .

10.4 C9.3 [,6.7 [7.0 9.7 es t8.2.

5.9 U.,j6.2 c g.,7.6 D.4 6.8 ,Avr. tames carnage . .. . . . .

Misceilaneous
Fuel cast % of rev. . . . . . . 57.0 56.8 $6.11 52.34 44.4 410 3; ... . .

81.763 11.763 11.195 10.s2s 10.427 9.79 e. 4; .System eapacity. Kw f 000).. .. .

| System peak. Kw (000) . 10.540 10.266 9.602 9.J62 4.645 a.239 ;,4, .. . . .
60 62 65 65 64 60

Load f actor "4. . . . . . . . . . . . . . . . .
I . .

FueWavg. cost per act .. .. . . 10.222 in.2ma In.7st ta22.8 10.154 t&042 to ...,7 Hut tata (5. J pcr kwh) ...,

-,J Fuel-avg. cost per bbl. . . . . . . . . ISJ L toweJ L t.5J 12.16 11.44 to.L4 e.
2.s9 2.16 1.75 IJO IA9 0.44 .

t Fusi-avs. cons per ton (coal) . .... . . 42.00
9.J t 7 8.768 ......7.970 ......7.252 ......6.500 ......5.900 .. t.......

Employees . . . . . . . . . . . . . . . . . . .. . .
Empiovese St millioc rev. . . . . . . . . JJo 4.tJ 4.64 5.54 6.08 T.08 o'*

on Houston Iodustnes incorporated shares outstanding.[ Adjusted for 3-for-2 sua split effective May 20.1981.
.,

'! LONG-TERM DEST REPI ACEMENT FUND--Annual expendl. TRUSTEE-Texas Commerce Bank N.A
ture for replacemems, etc. of 51.450.000 pina Houston.

t. 04euseen upung & Power Co. Hrot 2%e. due 2%% of not additions to depreciable mort- DENOMINATION-Coupon. 31.000: ruw' teser
Outstandin this series. Dec. 31. 1988, saved property made after Mar. Jt.1948 and terable as to principah fully resistered. 51.s**'

S30.000.000t abd privately in Apr 1950. Pro prior to July 1 of preceding year. Remairement and authortsed multiples thereof.

k coeda used to refund first mobage bonda and may be met wit): cash bonda, sroes proputy days' notice at any time to the tant day of ese si
i CALLABLE-Aa a whole or in part an 4

adstaons, expenchtuna fw npaan. etc. orbalance tc.r construction expe tures.
Dated A r, t* 1950:due Apr.1.1945; interest w cmut fw property additions as c * Feo, incl. as follows:'a

h| yable it Teams Commerce Bank N.A M'T.'yh""t8gh 19et . . 100L72 1982 . .. 100.58 1983 . ..tou a .

hand raWY 1964 . . . . 100.29 1985 . . . . 100.15 1984 . . . . . toue.
g

J, calla 4e as a whole or in part on at least Jo entare property nw owned or hereafter ac. einMay or improvement fund (which see), ew
ouston. trustee. with attner series ata first tien on Also callable on like notice as above few

days' published notice at any time to Mar. Jt.
e"uppne"s replacement fund, or with certain deposited.

d 1951 at 104.tJ. premium decreasing annually edsect. an reces

[
,

| fund on like nonce to Mar. Jt 1951 at 101.tJ. contracts, rtshts and royalues. Nortgage pro, cash, at special prican to the last day of eadeto par after Mar. 38. 1984: and for sinking
vicles for retemme of property made subject to Feb incl. as foHows:-

(nmium decreeams santaally m par after the mortgase or already subject thereto unless 1988 .. .100JJ 1982 . . 10&28 1983 . . . 100 P''

3I I"4 1984 . . . . 10a t8 1985 . . . . 100.12 1986 . . . . im +I

Secur'ity an'd other provisions same me Ja' auch property was owned at Oct. Jt.1944. ormade the basis of bonde inoued or a credit un- SINKINO OR IMPROVEMENT FUND. .|

iM9. be&w.
| der the mortsame. Annually, basinning 1959 in cash or 49ee ==-

2. : . tJghting & Power Co first Se, due ADDITIONAL BONDS-Of this or other ee- rnes bonds, or wnth property addations at 60%.

| 1988: nee ranking equauy as to tien may be imeued equal to t% of mazamum 1986 series bonds at
gesan,_4 g ( t) for 60% of cost or f air value of not proper- any one time oue-~^ ~ less certain bonel*

ty additions (as defined): (2) for principaA of
I AUTHORIZED-Unlimited: outstanding, bonde ntired and (J) for cash deposited om retired. Requirement may not be anticipatMREPLACEMENT FUND-Same as for fstu1980 series. Dec. J t.19s t.130.000.000,

vided not earnansa are at least twice annual Je. due 1949
DATED-Mar.N.ar.54. intwest nyinnients on att bonde utstand. SECURITY. OTHER PROVISIONS-SaawI 89
MATURITY- 1.1989.INTEREST-M&St at office of trustae or ing and to ne leeued except that no earmnas as for first Je due 1989

the7eoEY N.A ,, "4" f,," *
Co pany ma or onstruction and a

31.000 ,",8"$Nnda ,gto u, ens an Eon'td OF D-(130.000.000) at 101.133 f preresis 4 nub "
DENONINATION-Copuy sweistgSt.

7 g
| pal iterable as as rovided. reeds to company 100.604) on Mar. s.195a. to

multiples thereof..C&R inter bassa of such b At[LT-In event of de- Halsey. Stuart & Co Inc Chicago and amei
' or au RIGHT5 UP

*
CAI ' ' - - a whole or in put on Jo fault (60 day gracejad for payment of in- ciates.

pg,,,",dce,a,t,,e"r.t, e = *~ dar - 1"g,*gd "n"d's""ma'y dre"bos. # "a ,g
* - " u*aa. " -" c--bo

1982 .. .10&f t 8983 . ..100.431944 .. .100.35 [NDENTURE MODIFICATION-Inden. Meung-A 1
.,

1945 . . 300.4 3 19e6 . . . 100.46 1987 . . . 100J L ture may be modified with consent of 70% of AUTIIORIZED-Unlimited: outstandmo
| 1988 .... 100 20 1989 .... 100.00 bonde. 1987 settee. Dec. J B. 1941. 340.000.000.
: Also callable on like notice as above for - eJR POSE-Proceeds for construction. DATED-Nov. t.1957.

sinking or improvement fursd (which eme),ted s TERED-(S30.000.000) at 102.189 (pro. MATURITY-Nov. 8.1947.or
rep &acement fund, or with certain deposi e de to company 104.329999) on Mar. 2.1954 INTEREST-MkN 1 at office of trustee e'

emah, at special rices to the last day of each tr. Hakeey. Stuart & Co., Inc Chacaso, and Morsan Guaranho. Trust Co New York o'
- .

$78 1983 10&63 1984 800.35 Halsey Stuart k . Inc., Chicago.associates.'

4905 $ S100.47 69e6 '.C100J81987 3. $100w29 3. resuelen Ughung & Power Ca. first 3%e.due TRUSTEE-Texas Commerce Bank NA-9e
'

1988 . . . . 100.20 39e9 . . . . 100.00 1988: Husma.
terable as to principal; fuuy reirisiered. Si j,-
DENOMINATION-Coupon. SI.onn: riSINKINO OR IMPROVEMENT FUND- Mating-A g

Annuady besinning 8957. in caan or 1949 se- AUTHORIZED-Unumited: outstanding. and authortaed multspies of Alg,ries bonds or with property addations at 60 % 1986 series. Dec. J t.198 8. $J0.000.000. 310.000 -

I 19 CJsR interchanseable.equal to ife of greatest amount of 1989 series D ATED-Mar. Mar.56. CALLADI.E-Aa a whole or in part. on ,bonos at any one time outstandins. tese cer. MATURITY- t. 8946.
taan bonde retired. Requirement may not be INTEREST-MkSt at office of trustee or days' notace at any time to Oct. JL intl *
anucipated. Morsan Guaranty Trust Co New York. fodows:
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ATTACHMENT

.

I. Project Manaaement Overview

Houston Lighting & Power Company (HL&P), acting as PROJECT MANAGER for
itself and the other owners, City Public Service Board of San Antonio, City of
Austin, and Central Power and Light Company, has responsibility for design,
engineering, procurement, fabrication, quality assurance, construction ande ;

operation of the South Texas Project. HL&P has. contracted with Westinghouse
Electric Corporation (Westinghouse) for the design, fabrication and quality
assurance (QA) services, for the nuclear steam supply system, and with Bechtel
Power Corporation (Bechtel) for plant design, procurement, engineering, con-
struction management, QA and other related services including OA services for
Westinghouse items upon receipt at the Project site. HL&P has contracted with

and quality control (porated (Ebasco) for construction services including OAEbasco Services Incor
QC) for its scope of work.

~

Figure 1 shows the organizational structure and functional relationship
: among HL&P, Bechtel and Ebasco for the. four major functional areas: OA,
Engineering, Construction, and Controls. Project direction is provided from
the HL&P Manager, South Texas Project, to the Project Manager of Bechtel. The
HL&P Project organizations provide a perfomanca overview of the respective
Bechtel Project organizations. Bechtel, as Construction Manager, directs the
activities of Ebasco and perfoms a QA overview of Ebasco activities.. Bechtel
is responsible to assure that all Balance of Plant systems meet the NSSS .

interface requirements. Rechts1 is also responsible for any necessary techni- [vW. cal review of the NSSS equipment.aiid associated support services. HL&P,

1* project management provides programatic overview and direction relative to
the Bechtel-Westinghouse interface.

The current internal organizational structures of HL&P, Bechtel and
Ebasco for the South Texas Project are shown in Figures 2, 3 and 4, respec-
tively.

Although there may be modifications to these internal structures, the
functional relationships between the respective organizations will remain as !'

j indicated by Figure 1.

i II. Quality Assurance :

The QA Program for STP is described in the Ouality Assurance Program Des-
.

cription, Revision 3 (QAPD), which was submitted to NRC by letter dated March
9, 1982. Figure 5 shows key aspects of the relationships and responsibilityr

of the respective QA organizations. The STP QA organizations coordinate with
project management for day-to-day project direction, but report independent of[ f

project mandgement for quality-related functions.. The HL&P Project QA Manager
. reports to HL&P's Executive Vice President, Nuclear Group; the Bechtel Project
| QA Manager reports to the Bechtel Los Angeles Power Division QA Manager for.

Domestic Projects; and the Ebasco Quality Program Site Manager reports to the
Ebasco Chief Quality Engineer,

i
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HL&P has QA responsibility for design, engineering, procurement, fabrica-
tion, construction and operation of STP. As described in the QAPD, there is an

; . HL&P performance overview of the QA activities of Bechtel and Ebasco, and a
Bechtel performance overview of the Ebasco QA activities.

-

III. Desion Review and Desion Verification .,

.

|. HL&P, as Applicant, has the responsibility for the design of STP. HL&P
has contracted with Westinghouse for the Nuclear Steam Supply System which:

includes the appmpriata design review and design verification as related to,

i

the W scope of supply. HL&P has contracted kith Bechtel to perform the design
for the balance of plant systems and all structures. The requirements of
10CFR50, Appendix B Criterion III, Regulatory Guide 1.64 (Rev. 2) and ANSI.

'N45.2.11-74 have been adopted for project design activities and are applied to.

| Bechtel EngineeHng work in accordance with Bechtel's Quality Assurance
( Program documented in BQ-TOP-1, Rev. 3A (approved by the NRC) and the STP
i. Quality Assurance Program Description, Rev. 3. Bechtel will perform and.

document design reviews and design verifications in accordance with its
Engineering Department Procedures as implemented for the South Texas Project.

HL&P Engineering p'erforms reviews of selected elements of the completed
|: design, design documents and specifications to ensure that contractural
| requirements are met. Figure 6 shows the key aspects of the relationship and
|p responsibilities of the Bechtel and_HL&P Eng.ineering teams. The interface

between HL&P and Bechtel Engineering is through the HL&P Manager, Engineering<us
and the Bechtel Project Engineering Manager. At other Engineering levels
there is a regular and routine conurmication. -

In addition to the HL&P Project Engineering performance overview of
Bechtel separate reviews of certain elements of the plant design will be per-
formed by the recently created Engineering Assurance Department (EAD). These
reviews will provide further confidence in the technical adequacy of the engi-
neeHng and design of the'STP. The Engineering Assurance Department is a
separate organization from the STP. Therefore, Figures 2 and 6 do not reflect

! 'this organization. The Manager of the Engineering Assurance Department reports
directly to the Vica President, Nuclear EngineeHng and Construction.

Ebasco, as Constructor, wili inclement the design issued to it by
Bechtel. The design documents will be forwarded to Ebasco through Bechtel
Construction Management. As presently organized, all major design will be,

done by Bechtel. Any required site design activities will either be performed'

by Bechtel EngineeHng or will be performed under the design control of
Bechtel EngineeHng.

!
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The following is a mcdification to Appendix "A" of tne topical which
descr1bes Secntel's position on Regulatory Guice and ANSI standarcs: Q

.

I
"'

Reg. Guide 1.53 Rev. O, 8/73 Plas positions C.5, C.6, C.7, C.S~ '-

ANSI NA5.2.5, 1973 and C.10 of Rev. 1'
.

1

.

Reg. Guide 1.144 Rev. 1, 9/80*

ANSI N45.2.12, 1977
Full Ccmpliance - No Exceptions

-

Reg. Guide 1.146 Rev. O, 8/80*
,

J ANSI M45.2.23, 1978
6- . Full Compliance - No Exceptions
~5
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7ne following is a mcdification to Aopendix "A" of the topical which
descr1bes Becntel's position on Regulatory Guice and ANSI standarcs: ,)

Reg. Guide 1.58 Rev. O, 8/73 Plus positions C.5, C.6, C.7, C.3
'

*-

ANSI Na5.2.5, 1973 and C.10 of Rev. 1 .

.

Rec. Guide 1.144 Rev. 1, 9/80*

ANSI N45.2.12, 1977'
-

Full Ccepliance - No Exceptions'

Reg. Guide 1.146 Rev. O, 8/80'
*

ANSI N45.2.23, 1978; y

.J , Full Cqmpliance - No Exceptions
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QUALITY ASSURANCE CASE STUDY WORKING PAPER

CASE D
.

I. SUMMARY - -

A. Introduction r

The Ndelear Regulatory Commission (NRC) has undertaken a study of
selected nuclear reactor construction projects to determine the
important factors, or root causes, that underlie effective and
ineffective assurance of quality programs. Several nuclear projects
that have experienced major quality-related problems and several
that have not were selected for the study. Data and findings from
these site-specific studies will be used by the NRC in formulating
generic policies and programs related to the assurance of quality
during design and construction of nuclear reactor projects and in'

responding to Section B of NRC's FY 1982-83 authorization bill (the
Ford Amendment). This working paper summarizes the findings from'

* the-fourth case study (Case D). The Case D licensee was selected
for the' case studies because it had experienced problems in design.

i

activities and in quality of construction that resulted in the

(_ issuance of an NRC Show Cause Order.
| The case stedy team was comprised of four subteams of two personnel
[ each. One subsc== concentrated on project engineering / design, one

subteam concentraten vu construction, one subteam concentrated onT

quality assurance / quality control, and one subteam_ concentrated on
~

project management. T tor to visiting the Case D licensee, the case.
study team members reviewed NRC inspection reports, investigation
results, hearin's transcripts and other documentation pertaining to
the project. - The NRC project team leader and one team memb.ar
visited the licensee's corporate offices for two days the week
before the Case D site visit to. interview top' level' corporate
personnel responsible for nuclear projects. This advance team alsog
visited the NRC regional office for two, days the week before the

L
- '

Case D site visit to interview cognizant regional personnel and to,'

review pertinent-NRC records.
t. . .

'

| The case study team, spent five days conducting interviews at: the
l- = licensee's corporate and engineering' offices and at the plant site.

About 60 individuals involved in the project were interviewed,
including personnel of'the licensee, the architect engineer /
construction manager (AE/CM), the constructor-(C), and cognizant
NRC regional personnel. ' Licensee personnel interviewed ranged
:from the President and Chief Executive Officer-to site QC inspectors

, and included each level in between. Cognizant NRC regional

T
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,
* personnel participated in some subteam interviews and in the exit

conference. The licensee changed AE/CM and C organizations during
; ;

the proj ect.. Interviews during the case study were with the current>

AE/CM and C personnel. No interviews with the former AE/CM and C
! personnel were held.
,

In addition to conducting interviews, the case study team spent,

'

one-half day touring the construction site. The case study
culminated in a briefing for licensee managemsat and project staff
members, in which the preliminary results of the case study were
presented and the licensee was given an opportunity to respond to

i the team's preliminary results. The case study team did not
evaluate the adequacy of design or quality of construction.

! B. Background
_ _

Early in the 1970s, the Case D licensee decided to construct nuclear
i generating plants. A possible natural gas shortage, the favorable

economics of nuclear power, and public acceptance of nuclear power
i were reasons the nuclear option was deemed by the licensee to be a

logical choice. Two projects were initiated, one in which the
licensee would be sole owner (and which was later canceled) and the
other a joint partnership with the licensee as project manager for
all aspects of engineering design, construction, and operation.
This latter project comprised two large (greater than 1000 MWe)
units. The first-unit operation was projected for the 1981-1982

i

timeframe, with second-unit operation to follow about two years' '

f
later. Both units have been delayed.4

.

The licensee had no prior nuclear experience, but this was not seen
as an insurmountable obstacle. Many other utilities were (or had
been) in the same position, and the leaders in the industry were
viewed as not having that much more experience.

w.

In selecting an architect-engineer / construction manager / constructor
(AE/CM/C), the licensee had compiled a candidate list that included
the firm selected. .Because many nuclear plants had been on order in
the late 1960s and early 1970s, most AE firms were committed and the
licensee realized there would not be an opportunity to select from a
large number of firms. It selected a large engineering and con-
struction firm that had a national and international reputation of

: doing things within _ time and cost, had been a successful. contractor
in chemical plants and oil field and p,ipe line construction and-had'

committed itself to growth in the nuclear industry and to getting.

top people by hiring personnel from other architect engineer
organizations having nuclear experience. Its primary forte up to

the early 1970s, however, had been in other than nuclear work. It

,

did not have as ' extensive nuclear experience as many other AE or
constructor firms.. Although it had previous experience as
constructor at two nuclear plants, this would .be its first major
nuclear engineering and design project and the first nuclear project
for which it was construction manager.

4
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l'
! When the licensee applied for a construction permit in the

mid-1970s, it was received about 6-8 months earlier than either the
licensee or its AE/CM/C expected.. This may have been the result of!~

4 -a national emphasis to streamline the licensing process (a few years
previously, the oil embargo had taken place and there was national
concern over energy independence). The licensee maintained (during

"

the site visit) that rapid licensing resulted in construction being
started before an adequate amount of design and engineering:

(estimated by the licensee et less than 25%) had been completed. .

The licensee recognized that managing a nuclear plant construction
projec,t would require a greater involvement than that required for a'

fossil plant. Early in the project, the licensee used a matrix-type
L ' organization to manage the project. The approach was recognized to
' be embryonic, but thought capable of doing the job. Proj ect
; management rested on-an organization that had responsibility for

both nuclear and fossil projects. When starting the project, the
t licensee moved personnel from fossil into nuclear and hired several

personnel with prior nuclear design and construction experience. .

The licensee assigned personnel to its nuclear projects based upon
the needs of each project.

1

In 1977, the licensee became concerned about meeting schedules and
about disparities, such as the amount of concrete poured and the

. amount scheduled, and hired an independent organization to evaluate
project management. The independent organization reported the
project was not within schedule and cost and was not as complete as*

reported by the AE/CM/C.

In the' aid-to-late 1970s, quality-related problems resulted in the

L licensee suspending concrete and welding activities. Allegations
- were made of harassment and intimidation of QC inspectors and
inadequate support of inspection by supervision. The cognizant NRC
re.gional office discussed low morale of quality assurance / quality.6

control (QA/QC) personnel,'QA/QC staffing below licensee specified
levels, concrete placement problems, and weaknesses in QA/QC programt

implementation with licensee management.
,

,

In late-1978, the licensee initiated a study of whether the~AE/CM/C
should be replaced. Consultations with other AEs and constructors
- led the licensee to 'nclude that it would do best to support and

improve the AE/CM/C organization and.to become more~1nvolved in the
design and construct' ion activities. Thus,-during the course of the--

project and up into the early 1980s, the licensee increased its
involvement in the AE/CM/C activities. In 1978, following a

consultant report that there was a high likelihood of both cost 'and
schedule overruns, the licensee acted to strengthen its project

- management. - It made the power plant engineering and construction
manager the nuclear project manager and created a project management
team reporting directly to him. About 30 experienced personnel were
added from a consultant organization until the licensee could
replace them with comparable personnel. ,

,

A 2| 0- . ..,.-,a ,:,5 N .,. r,,. ., .,.,,a--- , - , _ , , _ . , , -.,,n.,,,,, ,, _v,.,.,.n-.,p+, , , , .,n,,.,.,e..,. ,,,w,.,-.,4, , ,-
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In 1979, following an independent management audit, the licensee
expressed written concern about the AE/CM/C's performance and
directed it to take several actions in the areas of construction
supervision, planning, scheduling, control of construction work,
labor productivity, and site housekeeping. The AE/CM/C agreed in

,

large measure with the licensee's assessment and already had begun
corrective measures to improve its performance. While some concerns
were promptly resolved, others continued to require the attention of'

the licensee. .

The NRC performed an acclarated mid-term inspection (middle of
construction) that identified five noncompliances related to the QA'

program. As a result of the licensee being considered inef fective
in correcting poor construction practices and continual allegations
of harassment and intimidation of QA/0C personnel, the NRC performed

,

a comprehensive team inspection / investigation, which resulted in a,

NRC Show Cause Order in early 1980. That order required the licensee
to show cause why the construction permit should not be revoked or
construction should not be suspended. The Show Cause Order indicat-
ed that procedural and programmatic inadequacies in the licensee and
AE/CM/C organizations resulted in a failure to systematically

i identify quality problems and to routinely correct and prevent
recurrence of identified problems; that procedural, organizational,- ,

and personnel inadequacies resulted in a lack of adequate control ofo

safety-related construction activities; and that lack of detailed
knowledge and involvement hindered the licensee's ability to main--

* * tain adequate control over the AE/CM/C.

Corrective action was started in each area of the Show Cause Order
immediately after notification and before actual receipt of the Show
Cause Order. The licensee reorganized the project, hired experi-
enced personnel from other nuclear construction projects, added its
own QC inspection presence at the site, required the AE/CM/C to
change its QA/QC program and assisted the AE/CM/C in hiring andP

relocating personnel with nuclear design and construction
i experience.

In the early 1980s, the licensee hired an independent organization
l .to review the design work for the project. The independent.

organization reported that design work was not sufficiently
completed to support construction. Subsequently, the licensee

L terminated the AE and CM parts of the AE/CM/C's contract and later,

the AE/CM/C terminated the construction part of the. contract. The'

*

licensee replaced the AE/CM/C with two' separate organizations having
( extensive nuclear construction experience. One has contractural

-responsibility -for all design as the AE and functions as theH

construction manager and the other-is the constructor. The licensee
~ main: sins overview-responsibility of the daily activities of both
f orgar izations. Safety-related work resumed in the fall of 1982.

,

L
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The licensee has matured in managing and overseeing the project by:

hiring personnel with nuclear experience for key positions.

approving key AE/CM and C management personnel.

increasing training.

reviewing AE/CM and C quality assurance programs, training.

procedures and personnel qualification records
,

establishing formal interface agreements, a joint records.

management system with the AE/CM, a stronger quality engineer-
ing function and an engineering assurance group to perform
independent design verification.

The licensee has become less directly involved in the daily activ-

ities of the AE/CM and C and has concentrated on its overview role.'

The licensee attends weekly meetings with AE/CM personnel and
monit6rs planning, sc'heduling and cost. Licensee site personnel
monitor schedules, analyze monthly output records and review manpov-
er loading. The licensee also holds monthly project reviev
meetings. *'

Constructor QC personnel have first line QC inspection responsibil-
icy. AE/CM QC personnel reinspect selected work that the
constructor QC has inspected. As an overcheck, licensee QC
personnel reinspect selected work that the AE/CM QC has inspected
and selected work that the constructor _QC has inspected.

* The licensee has over 500 personnel assigned to the project and
consulting personnel hired earlier have been replaced. The licensee
is developing its engineering capability for future work on the-
project by having 13 engineers work for the AE/CM.

In mid-1983, there were about 1,500 manual personnel at the con-
struction-site.. This number was expected to increase to about 3,000
by the end of 1983.F

C. Summary of Roo't Causes

The case study team believes the root causes that underlie ineffec-
tive assurance of quality prior to the NRC Show Cause Order are:

b 1) Inexperience of the Project Team

While the licensee had extensive experience in constructing and'

| operating fossil plants, it had not been involved with con-
! structing a nuclear plant. It apparently failed to totally-

L appreciate the difference _in scope and complexity between the
|- two, as reflected in the controls applied to the project. The

licensee was organized by technical discipline into a matrixed
fossil-nuclear organization. Personnel were shuffled from
fossil to nuclear.and vice-versa as the need for a particular-

|_

discipline arose. As a consequence, a requisite core of
_

w . -. . . . . . . . . - . - . . - - - . - - - . - - - - ~ . - , .. . . . _ -
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full-time professionals was slow in developing. The licensee
did hire some staff with nuclear experience; however, they were
not sufficient to provide the necessary core of competence.

The licensee's lack of nuclear experience was further aggravat-
ed by the lack of experience of key individuals involved with
the construction project. This project was the first nuclear

'

project for the licensee's project manager, project engineering
manager, and the quality assurance manager. -

Licensee inexperience resulted in four management levels'

between the site quality assurance organization and the execu-g
tive vice-president responsible for the project. The delay and
filtration of information caused by this managerial superstruc-
ture contributed to incomplete understanding at the executive
Ievel of the problems that were developing.

Historically, the licensee had depended upon its contractors to
do the bulk of the planning and execution of fossil plant
construction jobs. The licensee assumed that this same ap-

proach would be appropriate for the nuclear project and,
consequently, placed too much reliance on the prime contractor.

While not adequately involved at higher levels of management,
in some respects the licensee became too involved at lower
levels. Licensee personnel found themselves directly in-the

* approval chain for AE/CM/C design approvals and other docu-
'

ments. This had the effect of unduly restricting work flow.
Everyone in the chain had veto authority, and everyone had to
agree. Toward the end.of the AE/CM/C's tenure, the licensee
assumed much of the contractor's responsibility in an intensive
but vain effort to help the contractor's effectiveness. In

effect, the engineering work that was performed was the product
.

of the AE/CM/C and the licensee instead of the product of theN

AE/CM/C with licensee overview.

The licensee failed to recognize and understand that the
problems encountered were symptoms of larger problems in the
licensee's control of the project. .

Although the licensee was involved in providing direction from
the beginning, their experience level restricted the direction-
and resulted in insufficient and unclear management direction

.

and involvement and the diffusion of responsibility to

inappropriate levels of authority.

-The AE/CM/C, like the licensee, had inadequate nuclear experi-
As_a consequence according to the licensee, the AE/CM/C; - ence.

did not. understand the complexity of nuclear plant design and
- construction and did not bring to bear the necessary technical .
and management skills. These problems were aggravated by the
earlier-than-expected approval of the construction permit and,
therefore, the AE/CM/C did not have the planned time to come up

,

,

.
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to speed.on design and personnel competence. The AE/CM/C's-

lack of nuclear experience was also further aggravated by the
lack of experience.of key individuals involved with the i

construction project. According to licensee personnel, AE/CM/C
first level management on the project had no nuclear experience
nor did the principal AE staff.

The AE/CM/C inexperience resulted in construction being started
before an adequate amount of design and engineering had been-
completed (estimated at less than 25% by the licensee), which
resulted in an excessive amount of design evolution and rate of

-' design change. Design work proceeded slowly and specifications
and procedures were inadequate and formatted in complex ways.
There appears to have been insufficient engineering support for
design and construction. The capabilities that the AE/CM/C did ,

have were channeled into those areas in which it had
'

experience, to the neglect of other equally important areas,
according to the licensee. Engineering efforts were scheduled
based upon dictates from construction. This led to unrealistic
demands on the engineering groups.

Licensee personnel stated that quality assurance and quality
control were also dominated by construction. There were many
conflicts between QA/QC and construction in which construction
generally prevailed.

''

! Licensee personnel also indicated that inexperience of.the
I AE/CM/C resulted in insufficient and unclear management

direction and involvement. According to licensee personnel,
:

L project management did not have an adequate understanding of
*

!
~ the interfaces and responsibilities for such functions as-

L QA/QC, engineering, design, and construction. As a result, the
L

constructor did not react in a timely, effective way to

-problems and:did not employ proper management systems to reveal-
,

the causes,of problems and to prevent them from recurring.!

2) Inadequate Management Support for Quality

i Neither the licensee nor the AE/CM/C appeared to have.had a
full understanding of quality and quality assurance concepts as
they applied to nuclear plant construction. Although both~made
commitments to. quality, these were not actualized in the

The_licens.e was not_ appropriately*

construction process. e
involved in monitoring the total scope and details of activ-
ities and did not.know how to take effective corrective action ,

-to prevent recurrence of problems. The AE/CM/C did not suffi-
;

ciently insulate QA/QC from cost and schedule demands, norl-

!' shield them from intimidation ~or harassment. Consequently,*

construction supervisors dominated the QA/QC functions, both in
the field and in the form of published policy, which emphasized
minimizing cost and maintaining schedule. The long chain of
command filtered information and introduced inefficiencies into

| the decision making'and implementing processes. -To further-

,_ _. ___a._.._..___._ _ _ _ . _ . - . _ _ . _ . _ _ . _ _ . . . _ _ . _



_ . ~ _ _ . _ _ _ _ _ _ . _ . _

5 Pegs 8 of 25-
.

i

compound these probleus, the licensee had none of its own QA
inspectors at the site until 1980. This gave low visibility to
management support of quality, which may have been interpreted
as a lack of backing from top management for quality.

3) Shortcomings in NRC's Licensing and Inspection Practices

A recurrent theme was that the NRC licensing process did not

; adequately address the ability and experience of the project -
management, nor was there adequate evaluation of whether the
nuclear industry had over-extended itself at the time this
plant was contracted. The inspection process also tended to
ignore management issues. The irregular presence of NRC
inspectors at the site early in the project was cited by the
licensee as a contributing factor. The process used by NRC in
identifying and' dealing with problems was cumbersome and
required excessive amounts of time. In effect, the NRC ap-
proach was one of-allowing troublesome situations to progress
to the point that a case could be built for taking the drastic
action represented by a Show Cause Order. Some of the problems
involving the NRC required up to two years to resolve.

.

4) Inability of Project Team to Adjust to Changing Nuclear Pcwer
Environment

f

The rapid proliferation of regulations during the mid-1970s was
,

cited by the licensee as particularly troublesome, especially
since the design of this particular plant was probably only
about 25% complete when construction began in 1975 and pro-
caeded more slowly than it should have in relation to con-
struction activities. Regulatory changes from the TMI and
Brown's Ferry incidents were also a severe blow to the project,
according to the licensee.

e-

Declining energy projections and increasing interent rates made
funding plant construction more difficult. Incidents within

! the industry, such as TMI and Brown's Ferry, reflected into
| changed design requirements. All of these changes coming in.
I rapid succession further complicated the task for the: relative-

ly inexperienced nuclear staff of the licensee and its AE/CM/C.
r-

II. ROOT CAUSES OF THE PROJECT'S PROBLEMS WITH QUALITY IN CONSTRUCTION ~
'

Based upon review of NRC inspection reports,' investigations, hearing'

transcripts and other documentation and interviews with current licensee,.
AE/CM, constructor and cognizant NRC regional personnel, the case study'

team believes that-the followin5 root causes were significant in
-contributing to the major quality and quality assurance problems
experienced by this project before the NRC Show Cause Order.

,

'

f
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A. Inexperience of-the Project Team (Licensee and AE/CM/C) in Nuclear
Plant Design and Construction.

1) Inexperience of the Licensee

This was the first nuclear plant project for the licensee. The
licensee had successfully constructed, fossil plants but did not
change its approach adequately to adjust to the difference in
complexity between fossil and nuclear plants. In retrospect;
the_ licensee exhibited inadequate understanding of what was
involved in constructing a nuclear plant and didn't seem to

- recognize its inadequate understanding.

Licensee inexperience resulted in inadequate staffing for the
project. In addition to the lack of prior nuclear experience
of the licensee'as a corporation, the licensee appointed
personnel without prior nuclear construction experience to key
project positions.It was the first nuclear project for the

' licensee's Project Manager, Project Engineering Manager and
Quality Assurance Manager. Licensee personnel interviewed
indicated it was company philosophy in the early 1970s to
promote from within the company and to hire young people out of
college. Outsiders were brought into the company only in
capacities the company did not have, such as nuclear engineers.
' Interviews with licensee personnel indicated that the licensee
believed it was in the mainstream of their contemporaries in

*
regard to staffing for the project. They had studied what>

.

other utilities were doing and found that in 1972 the leaders
in the industry had about the same level of expes ence, which
was an average of two to four years. Licensee p .sonnel stated.

they had.a bright, young, but inexperienced team,_which,
because of their_ inexperience, did not know how to
expeditiously solve some of the problems that developed.4

P

f HThe licensee created.the position of QA Manager in 1973 and
filled th'a position with a nuclear engineer who had one year of

; quality assurance _ experience as a QA supervisor in industry
! before joining the licensee. There had not been a quality

assurance position in the company, or a quality assurance
' program, before that time. The licensee established its
! quality assurance' program.because it was an NRC requirement.-
| Prior to embarking on.its nuclear program, the licensee had not
' _been subject to NRC requirements and had not established a QA'

program of its own as a management tool. In 1977, the QA
- Manager became Manager of Construction for both fossil and
' nuclear plant construction and was replaced by a metallurgical

(- . engineer in the QA department, who had demonstrated management
ability but who did not have nuclear QA experience. From 1972
to 1975 there was a staff of about'15 in QA/QC working on the
two nuclear projects the licensee-was involved in. In 1977,

the Case D' site had about seven licensee QA personnel.

,

_
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An unusually long chain of command, consisting of three
management levels at corporate offices, existed between the
licensee site QA Supervisor and the Vice President of Power
Plant Construction and Technical Services, who reported to the
Executive Vice President. Apparently this long chain of
command between relatively inexperienced personnel resulted in
upper management's failing to receive the type of information
needed to make decisions.

.

.

In 1973, the licensee Project Manager functioned as a
coordinator between the licensee and the AE/CM/C, had a staff

,

''of three personnel, and tried to monitor engineering and
procurement work. Construction work was the responsibility of'

the Construction Supervisor. Until 1977, the licensee received
only milestone schedules from the AE/CM/C. In 1978, the

' licensee established a project team consisting of personnel
from various departments matrixed to a Project Manager.
Licensee personnel interviewed indicated that neither the
licensee nor the AE/CM/C.had effective project control systems

a to estimate project status and to control the project.

Licensee inexperience resulted in over-reliance on contractors.
Historically, the licensee had depended upon its contractors to
construct fossil power plants. While this approach may be
adequate with contractors experienced in nuclear plant design.

and construction, it is not adequate with inexperienced
,

contractors. The licensee placed more reliance on the AE/CM/C
chan the complexities of nuclear construction would justifyi

,

and, in retrospect, was ineffective in oversight and control of
the project. It took independent evaluations of the project
for the licensee to understand the status of the project. The
licensee indicated that the NRC Show Cause Order made it fullye

understand the severity of their quality-related problems.

Lincensee inexperience resulted in failure to recognize and
understand that the problems encountered were symptcms of

|:
| larger problems in theLlicensee's control of the project.
|~ Licensee personnel stated that the emphasis was on detail and
|:

no one was looking at the big picture. Review of NRC.

i, investigations revealed the licensee was responsive to specific.
: NRC identified deficiencies and impleuented corrective action

'in a timely manner. However, insufficient" licensee management
involvement at the detail level in the total scope of

,

. construction activities coupled with corporate and individualL'

inexperience,'was an. apparent reason for procedural and
programmatic inadequacies, which resulted in a failure to
systematically identify problems and to routinely correct and

,.

f prevent recurrence of problems.

Licensee personnel stated that the licensee was involved in
providing direction to 'the project from the beginning but their - i

experience level restricted the direction. They indicated they
E had greater involveeent in the design area than in construc-
l~ tion.

_ - - ~ _ . _ _ _ _ _ . _ _ _ _ _ _ . _ _ _ _ . _ _ _ _ _ . _ ___ . , .
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Licensee inexperience resulted in insufficient and unclear
management direction and involvement, as evidenced by the
ineffective project management system, and a diffusion of
responsibility in the project to inappropriate levels of
authority. For example, engineering changes were made by the .

AE/CM/C based upon QA/QC or licensee engineer's comments
without approvals at appropriate levels of management.

While not suitably involved at higher levels, in some respects 1

the licensee became too involved at lower levels. Licensee
personnel became directly involved in the approval chain for

"
7

design changes and other documents. This had the effect of
-

unduly restricting work flow--everyone in the chain had veto
*authority and everyone had to agree to everything. Toward the

end of the tenure of the initial AE/CM/C, the licensee stated
lt had assumed much of the contractor's responsibility for
engineering work in an effort to correct the situation. In

effect, the engineering work that was performed was the product
of the AE/CM/C and the licensee instead of the product of the
AE/CM/C with licensee overview.

2) Inexperience of the AE/CM/C
.

.

The AE/CM/C had previous experience as constructor at two
nuclear plants but this was the first nuclear plant project in
which the AE/CM/C had responsibility for design, construction

,

management and construction. The licensee stated that the
AE/CM/C also did not fully appreciate the difference in
complexity between fossil and nuclear plants and lacked the
necessary technical and management skills. The AE/CM/C
inexperience was reflected in their starting and expediting
construction before an adequate amount of design and
engineering had been completed (estimated at less than 25%).
The small cmount of design and engineering completion resulted
in an excessive amount of design evolution and rate of design

~

change, according to licensee personnel. Licensee personnel
indicated the AE/CM/C was accustomed to having total control of
other projects and when the licensee attempted to impose their
controls, the AE/CM/C was reluctant to accommodate them.

AE/CM/C inexperieu:e as a. corporation resulted in inadequate
staffing for the project. In addition to the limited prior J
nuclear experience of the AE/CM/C,as a corporation, the AE/CM/C'

appointed personnel without prior nuclear construction
experience to key project positions. The licensee indicated
that first level AE/Ch/C management on the project had no prior
nuclear experience nor did the principal AE staff. The
licensee personnel interviewed indicated that design work
proceeded slowly and was cumbersome, and that specifications
and procedures were inadequate and in an unnecessarily complex
format. They said the AE/CM/C lacked systems design capability
and provided insufficient support for engineering design work.
According to licensee personnel, QA/QC was accused of
engineering the job and talent was not ava lable in engineering

..

' ' ' ' " ' ' ''
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. . . -_. _ _ _ _ , ___

'

. ,+

I. ( ', Pags 12 of 25

to the depth required to turn QA/QC away. Licensee personnel
E also indicated there was insufficient engineering support for

construction and insufficient communication between engineering

.

and construction. They said capabilities that the AE/CM/C did
I have were channeled into those areas in which they had

experience. The constructor had what was characterized as a
" bulldozer mentality," that is the project operation was run by
construction activities. Licensee personnel said that
engineering efforts were scheduled based upon construction -

1

dictates, which led to unrealistic demands on the engineering
groups, such as completing an engineering cycle of 18 months in

- - two months.
,

i
' The AE/CM/C inexperience resulted in insufficient and unclear

management direction and involvement. Licensee personnel said
that the former-AE/CM//C's project management did not
adequately define and provide for the interfaces and

i responsibilities for such functions as QA/QC, engineering
design, and construction. As a result, the AE/CM/C did not
react timely and effectively to the problems and did not have
at their command the management systems to effectivelyi

establish the causes of problems and to prevent them from
,

1 . recurring. Licensee personnel indicated quality assurance and
quality control were also dominated by cons :ruction. Many

conflicts occurred between QA/QC and construction and
construction generally won. The licensee indicated that as an

'*
overall complicating factor, it became clear in the mid-to-late
1970s that nuclear plant construction work'in the U.S. was not
going to increase as had previously been anticipated and it
appeared that nuclear construction became a less desirable

i market area for the AE/CM/C. 'As a consequence, according to
the licensee, the AE/CM/C reduced their commitment to this
project, and many of their most capable personnel lef t this
project for other nuclear projects or for positions in other

| industries. .

l -

B. Inndequate Management Support for Quality.

Neither; the. licensee nor the AE/CM/C appeared to have had an ade-
quate understanding of quality and quality assurance concepts as
they applied to nuclear plant design.and construction. The licensee

b and the AE/CM/C were not use to functioning with. quality assurance
~ requirements. The licensee developed ,its quality assurance program

|in response to NRC requirements and the AE/CM/C had to rewrite its,
,

quality assurance program in order for the licensee to get their
construction permit. - Although both~made commitments to quality,
these were insufficiently supported through action. Neither the

~

licensee nor the AE/CM/C staffed their key project positions with
anpropriately qualified and experienced personnel. In. addition,

there was a high turnover rate in AE/CM/C personnel assigned keyt

-site positions. Since 1977, there were six General Managers and
seven Site Managers for the project. There was inadequate licensee

.and AE/CM/C project management to direct the project. . The proj ect

. lacked adequate QA,' planning and scheduling and, according to
,

, ,- , . , , ~ - , , - - - - - . , , . , , ,.,..,.y ,,wv.s,.,,,,-.,,,,,,,-,,-...,,,,,,,a.. . - - , , , , , , , .,n_,e,,,.en, , , _, e.,,,,,,-
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licensee -personnel, executive understanding of interfaces and
responsibilities. Neither organization implemented sound management*

systems to prevent problems from recurring.. The licensee was not'

appropriately involved in monitoring the total scope and details of
activities and did not take effective corrective action to prevent;.

; recurrence of problems. The licensee relied heavily on the AE/CM/C
; and until 1980, did not have its own QC at,the site. Until then,

|
all corrective action requests were handled and tracked by the
AE/CM/C. According to licensee personnel, corrective actioni -

requests were issued and closed out and the problems would recur.
Licensee personnel stated they were aware of problems since 1973 and
there was a continuous effort to get them corrected but no one was
looking at the big picture. Allegations were continually made
regarding harassment and intimidation of site QA/QC personnel and
lack of support by inspection supervision. Audits to provide
feedback to management concerning the effectiveness of the QA

; Program were improperly implemented and at times not performed.
Audit reports were not issued beyond the level of the audited
organization. No effective program had been implemented to perform

,

trend analysis of nonconformance reports. There was an overall lack
of ~ aggressive implementation of aff active- QA/QC programs.

The licensee indicated that the AE/CM/C did not follow the principle
of QA/QC independence from cost and schedule and as a consequence,
construction supervisors dominated the QA/QC functions in the field.
The AE/CM/C also did not take effective corrective action to prevent

>
' recurrence of problems. . Published AE/CM/C policy emphasized'

minimizing cost and maintaining schedule and stated that QC
. inspector's decisions were subject to question, challenge and
reversal.

The long chain of command between onsite QA functions and top
licensee management resulted in a: filtering of information and
introduced inefficiencies into the decision making and implementing'

processes.
.

Although licensee personnel stated that management was involved in
the project from the start, their actions'resulted in_ low visibility
for management support for quality, which tended to be interpretated

* as a lack of backing for quality from top management.

C. Shortcomings in NRC's Licensink and Inspection Practices ~

-Opinions expressed by both regional and headquarters.NRC personnel,
~

as well as licensee personnel, suggest that in some respects the NRC
.

could have been more effective in preventing or-taking action
earlier on the problems that occurred at this project. A recurrent
theme in the interviews was that the NRC licensing process does ut.:
do enough to address the ability and experience of the project team
as it relates to managing a nuclear construction project. The
inspection process also tends to ignore management issues prospec-
tively and tends not to address management issues until major
technical, programmatic or quality problems have developed. The

1 irregular presence of NRC inspectors at the job was cited as a ,

_ _ _ . . ___ _
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; probleu, along with the observation by members of the licensee staff
that there is a great lack of consistency among the various inspec-

E tors as to their capabilities, their interests, and the depth to
which they pursue problems. The case study team discovered that the

j approach used by NRC in identifying and dealing with problems of the
' - nature experienced by the Case D project was cumbersome and required ,

'

excessive amounts of time. In effect, NRC's approach was to allow
troublesome situations in construction to progress to the point at
which a case-could be built for taking the drastic action .

,

represented by a Show Cause Order. According to licensee personnel,
some of the technical issues involving NRC headquarters required up
to two.. years to resolve, and then the resolutions were too generic
to be specifically useful.

i

Licensee personnel indicated that the rapid proliferation of
regulations during the mid 1970s resulted in uncertainty in the
regulatory process and a constantly changing target. Compliance
with other (non-NRC) government requirements, such as not being able
to refuse employment on the basis of drug or alcohol use or
convictions of felonies, was also indicated by licensee personnel to

have posed problems. It should be noted that although the project.

team of Case D experienced difficulty in adjusting to regulatory
,

changes, others in the nuclear industry were apparently able to
adjust. ;

1

Some members of the licensee staff strongly expressed the opinion'

.* that NRC policy decisions were based more on political than on
technical considerations. They indicated their belief that the NRC

-personnel involved in the special investigation (79-19) were con-
! carned with expediency and avoiding controversy at the risk of doing

an inadequate technical job. The NRC identified problems before
the special investigation that led to the Show Cause Order and the
licensee had stopped construction in several areas of' concern. It

vas felt. that: more inspection and forceful action by' the NRC earlier*
in construction would have resulted in, earlier detection of problems

,

and more effective corrective action, which may have avoided the
need for a Show Cause Order. Contrary to these views, several'
licensee management personnel expressed the view that the NRC had

'done the' licensee a great favor in imposing the Show Cause,0rder
because it made the licensee appreciate the significance of their
problems and resulted in strong corrective actions.

,

Licensee personnel made a strong plea to depoliticize the NRC*

regulatory process and to replace the Commission with a single
administrator. They. expressed the view that..in-the absence of such

~

action coupled with a consolidation of the nuclear purview in ,

Congress, .further licensing ~and construction of nuclear plants would
_ ,

be virtually impossible.~

D. Inability of Project Team to Adjust to Changing-Nuclear Power-~

.

Environment

During the design and construction of this project, the environment-
: surrounding nuclear power.in the U.S. underwent drastic changes.

. . . . - . - . ....- = - - - - --.-- ;_--- - .- - - - --.- .
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One of the most obvious and significant of these changes was the
1 proliferation of regulations imposed by the NRC. Other important changes

occurred, however. One stemming in part from the increase in regulatory.

requirements has resulted in the necessity of a different role for the
owner utili_f in nuclear plant design and construction; there has been a
fundamental change in the level and degree of licensee management
involvement in design and construction. Before the early 1970s, nuclear'

plants were often constructed with minimal liednsee involvement on a.

turn-key basis. There are factors other than changing requirements that
dictate the need for greater utility involvement in nuclear construction,

,

proj ects. With the increased costs and complexity of nuclear plants,
overall.indJvidual project costs have soared near the full capitalized'

,

value of some utilities. This alone dictates a more active concern by
licensee management to all phases of nuclear plant construction. A
licensee is also drawn into more active involvement because of the
heightened political concerns surrounding nuclear power that developed
during the 1970s. Projections of declining energy needs, increasing i

'

costs of nuclear plants, and increasing interest rates made funding plant
construction far more difficult. An increase in public skepticism and
more active involvement of intervenors also occurred during the 1970s.
Incidents within the industry, such au Three-Mile-Island and Brown's
Ferry, have increased public concerned and resulted in significant
regulatory change and design modifications. All of these changes, coming
in rapid succession and imposed upon an inexperienced licensee-AE/CM/C
coalition created a situation in which the licensee and the AE/CM /C were
not effective in fully recognizing the significance of the changes as
_they occurred, in keeping up with changes, and in meeting the*

i requirements of nuclear plant construction as they evolved during the
j- 1970s.
i

| Several personnel having prior nuclear design and construction experience
and who have been assigned to the project af ter quality-related problems

t

L developed, expressed the following opinions:
h

| 1. There was a lack of clear management direction both on the part of
| the licensee and the engineer-contractor.

2. There was an incapacitating fusion of responsibility between and
within-each company.

4..
Neither' company had' sufficient confidence in the other.3. ,

The document-control systems of both concerns were inadequ' ate.
5. Design evolution and the rate of design change were excessive.

" 6.. Neither company had sufficient' prior experience.
i-

. III. REMEDTAL ACTIONS TAKEN TO CORRECT CONSTRUCTION QUALITY PROBLEMS

1Following the Show Cause' Order and analysis of the project by an indepen-
dent company, the main actions taken by.the licensee to remedy the prob-

:lems that_ occurred were to replace the AE/CM/C with two firms, one having
| architect engineer and construction management responsibility and the

second having construction responsibility, and to increase the nuclear"

experience of its own staff through hireing. Both of these latter two
firms have great depth of experience in nuclear plant design and con-
struction. The system now being implemented is founded upon three

|- general elements that characterize a good quality program. These are:

,
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1. Considerable effort and thought devoted to planning.
2. An experienced project management team which includes balanced

representation from the licensee, AE/CM and constructor.
3. Easily understandable and comprehensive procedures.

Significant features of the new system are as follows:

1. The constructor has cognizance for QA/QC but its QA reports to
corporate headquarters offsite. At the time of the case study, the
constructor QC organization consisted.of approximately 140 people.

2. The AE/CM maintains an audit function that reviews all QA/QC done by
the-constructor. The AE/CM maintains a staff of 60 QA/QC personnel.

3. The licensee is very much involved but in an overview and monitoring
role. They maintain a staff of about 30 QA/QC personnel, which is
twice as many as were involved before 1981. This group monitors all

,.

QA/QC ~(design, construction, purchasing, document control, and'

records management) performed by the constructor and audited by the
AE/CM.

Internally, the licensee has made several changes. These include,

in addition to shortening the chain of command, a highly increased
and visible emphasis on quality. The licensee hired several
well-qualified, nuclear design and construction experienced
personnel, added their own quality control function at the
construction site, personally reviewed and approved the hiring of
many of the AE/CM and constructor personnel, reviewed and required
modifications to the AE/CM and constructor QA/QC programs, and*

provided considerable assistance to both the AE/CM and constructor
in hiring and relocating experienced personnel. Under the new
system, the licensee Executive Vice President has been given
full-time responsibility for the project and has removed intervening
layers of management that previously separated him, as the
responsible corporate officer, from the site QA function. The
Executive Vice President meets with site QA personnel for detailed>

discussions at least monthly. The new system appears to have many.
redundancies, with the resultant diffusion of responsibilities. The
licensee and present AE/CM and constructor management-personnel have
indicated that the new system, although still evolving and not fully'

tried, appears to be workable. ,
,

IV. GENERIC IMPLICATIONS

Based on the information' reviewed'and analyzed by the case study team,~

several possible generic implications, or lessons, emerge. These are.
highlighted in each cf the case studies to provide input and to help form
overall conclusions concerning factors that constitute important elements
in nuclear plant construction quality. From the information considered

: by the case study team, several possible such -implications emerged from
this study:

A. Understanding of Nuclear Project and its Implications
.

It is. essential that licensees and contractors understand the
differences in complexity bctween construction of fossil and nuclear

.- .
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| power plants and the implications associated with the difference.
Nuclear plant construction is more complex and demanding than fossil

,
' plant construction and licensees and contractore must provide a

strong, experienced organization possessing the necessary management
; skills to effectively manage the project. Although experienced

contractors for design and construction activities may be involved,
the licensee is fundamentally responsible for the safe construction

| of the plant. Given the complexity of the'se projects and the major
implications of failures, the licensee must, in his own self de- .

fense, implement effective review, surveillance and audit of.all
;: phases of activity. Stated commitments to quality must be supported
i by positive actions.

B. Nuclear Experience Vital Today

The complexity, cost, regulation and safety requirements of nuclear
i

plant construction makes it vital that the project team have prior
nuclear design and construction experience before embarking cn a new
proj ect. - Not all corporate members of the project team must have
prior nuclear experience, but collectively, as organizations and
individually, they must have it. This experience must be manifest
at all working and management levels. In the absence of this kind

i

of competence and experience, a licensee will be unable to recognize
when problems are occurring, accurately assess their importance and
devise approaches to solve them effectively. In the opinion of

licensee personnel interviewed in this case study, the NRC would be
doing the utility that lacked this capability a great favor by*

t-
.

denying them a construction permit.
'

.

C. Management Awareness and Involvement Necessary

The need for management involvement and support at the highestj
I levels in nuclear plant construction is well illustrated by this

Top-level. involvement is important whether the licensee andk case.
its contractors have nuclear experience er not.- High-level involve-

!- ment is required from the licensee, the AE, the CM, the constructor,
L and other contractors involved in the proje,ct to as;ure timely
| recognition and effective resolution of problems. A well-defined
!~ and effective decision making process followed by everyone involved

eliminates the reality as well as the parception of indecision and
provides needed direction. The requisite commitment to project
' objectives must be incorporated into all working guidelines as
clearly stated approaches that are eas,ily understood at all manage--

ment and working levels.

. Licensee management must interface actively with contractor manage-
ment to assure that the licensee becomes aware of problems and their
impact in a timely way so that their solutions can be effectively;

initiated. -Management support for quality must conspicuously
emanate from the tops of the licensee and contractor organizations

,

i. and permeate all phases of activity. 'If~ top-level management fails
to visibly support quality, the perceived importance of quality
diminishes and introduces tendencies to emphasize cost and schedule
goals'to the detriment of quality. Management support must be

,
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implemented as well as verbalized, preferably through active and

4 - frequent involvement of top management with project management
'

functions, including quality.

D. Need Qualified, Capable People

Qualified people with indepth nuclear design and construction
experience are required at all levels for the construction project
to be successful. Qualifications extend to education, training, end

* experience acquired on previous projects and shculd be supplemented
by training, by the licensee or his contractor. Personnel quali-
fication requirements extend to the licensee as well as to the'

contractors. Without suitable qualifications, licensee employees
will not be able to adequately assess the contractors' work, or the,

contractors their own work.-

. .

E. Ultimate Responsibility Retained by Licensee

The licensee is ultimately responsible for a nuclear plant's con-
struction and safe operation. Although the licensee may contract
design, construction, and other activities to other organizations

; and may impose responsibilities on these organizations for complying

( vith regulatory requirements, construction permits and operating
licenses are issued to utilities and not to their contractors. The'

.

licensee has ultimate responsibility for successful construction and
safe plant operation. In its self defense, it must implement.

' *- adequate controls to verify that its contractors comply with all
requirements.

.V. IMPLICATIONS OF CASE STUDY D FOR NRC QA-INITIATIVES

NRC has under way several initiatives which are designed.to establishp

j. additional confidence in the quality of design and constructic:

| ctivities, to improve the management control of quality, and/or toa
L improve NRC's capability to evaluate.the implementation of licensee

programs.'-The initiatives are described in the NRC staff paper SECT
82-352, " Assurance of Quality," and subsequent correspondence
between the Commission and the NRC staff. .One of the purposes of

; this case study is to provide feedback on.the relevance of the ,

j various initiatives to the Case D licensee's nuclear construction
| proj ect. - The-following paragraphs discuss whether each initiative,

had it been an ongoing activity at.the time of CP issuance and up to
NRC. confirmation of the n' gnitude and natur,e of this projects designa
- and construction problems, would have made a difference, that is,Lf

L would the initiative have_ prevented or at least mitigated the design
. and construction problems that were discussed earlier. A more

complete discussion of the scope and details of the various NRC-QA
initiatives may be found in SECY 82-352 and SECY 83-32, . "First

,

'

quarterly report.on Implementation of:the-Quality Assurance
> - Initiatives." Most of -these initiatives were discussed with the

-senior-management of the licensee, his current AE/CM, and his
-L current constructor. -No. discussions' vere held with personnel from-

the original AE/CM/C.:

, - _

a. .. .
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A. Measures for Near-Term Operating Licenses (NTOL)

1. Licensee self-evaluation - not applicable

This initiative applies to actions that would occur when
the licensee is in the process of receiving his operating
license. It requires that the licensee examine selected

'

portions of the engineering desigu or construction..
Licensee self-evaluation permits an evaluation of the -

project from beginning to end and would permit the Chief
Executive Officer to state that the plant had been built

.. according to its commitments. In the Case D situation,
construction had not proceeded to the point where a
self-evaluation would have been appropriate. Therefore,
this initiative would have had no effect.-

_

2. Regional evaluation - no

The licensee regional evaluation is an action that would
occur when the licensee is in the process of receiving its
operating. licensee. For Case D, the operating license
phase was well bayond the point in time where the problems
discussed previously occurred. As a result, this initia-

tive would have had no effect in Case D.

3. Independent Design Verification _ Program (IDVP) - no.
. ,

The licensee IDVP is an action that occurs when the
. licensee is in the process of receiving its operating

license. Construction had not proceeded to this point
and, as a consequence, this initiative would have had no
effect. Had such a verification been performed for this

,

project before serious problems were discovered, it may
,

have been effective in revealing the inadequate state of|
design completion and may have identified other
engineering deficiencies. The licensee indicated that a

;

continuous review of engineering work should be
; performed--not just a review at the end of construction
|

and before the operating license is granted. .

:

B. Industry Initiatives

-

| 1. INPO " Construction" audits ,yes'

INPO construction assessments potentially would have
identified procedural and programmatic inadequacies that
were not evident to the inexperienced licensee or his
contractor.

L t_ _ ._
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2. Utility Self-Initiated Evaluation Using INPO Method - maybe

Applying the INPO criteria would likely have identified
inadequacies; however, because of the nuclear inexperience
of the licensee and his contractors, they may not have
correctly characterized the extent, nature and seriousness
of them, and probably would not have identified adequate
corrective action to be taken in response to these re .
vealed deficiencies.

C.. NRC Construction Inspection Program

1. Revised procedures and increased resources - yes

- Revision of NRC inspection procedures to shift emphasis
from review of records to work observation and inspection
and an increase in NRC resources allocated to. construction
inspection may have detected the problems at an earlier
stage of construction.

In the exit conference, the lic.ensee suggested that a
resident inspector should be present onsite for each
discipline and that the NRC needs more resident inspectors
or roving inspection teams to support all disciplines.
Licensee personnel also indicated that the competence of:
NRC staff must be upgraded t,o be equal to that of the*

utilities and the architect engineers. The licensee felt
that the resident inspector's presence onsite was very
important on a day-by-day basis.

2. Construction Appraisal Team (CAT) Inspection -- (emphasis
on management) yesi

A CAT inspection conducted before the Show Cause Order
would likely have detected programmatic and procedural
inadequacies in the project, pointing to shortcomings in
project management. Because of the intensity of these-
special team inspections, they yield a comprehengive
overview of a project sooner than the NRC inspection
program. A CAT would have been particularly valuable in
determining the construction inadequacies characteristic
.of the Case D ' project. Because CAT' inspections are-

L performed only at about four' plants under construction per
; year, this or any particular plant may not have been'

selected. 1 resent CAT inspections focus on.the quality of-
;

L hardware, And.on this basis.. inferences may be drawn about
the quality of management. A modified CAT that addressed"

the management issues acre directly would have been even
more beneficial.

i
j '.

l '.

.
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3.- Integrated Design Inspection - yes
.

The integrated design inspection is an activity that would
normally occur while the licensee is receiving its operat-

i ing license. It could be done earlier, however. Such a
design inspection would likely have revealed inadequacies

| in design control and the lack of systems engineering in

,
Case D. It also likely would have showed that insuffi-'

cient engineering support was available for construction
and that engineering design was not sufficiently far along

i to permit construction to proceed.

i ..

Evaluaticn of Reported Information - maybei 4.
|

This initiative would computerize 10 CFR 50-55c and Part
- 21 reports, facilitating trend and other analyses of these

event reports. Such an analysis would have provided an
additional cross-check on the quality-related operations
at the construction site. Evaluation of reported informa-
tion from all licensees could have been effective in
alerting the NRC or licensee upper management in Case D to
impending problems.

D. Designated Representatives - probably not

The FAA designated representative program utilizes contractor
or licensee individuals to represent the regulatory agency in- *

the field. This activity is generally considered to apply to
the production process but could be construed to apply to

! design or other manufacturing activities as well. If NRC were
' to adopt such a program, the designated representative would be

an individual employed by the licensee, architect engineer,
constructor or other firm external to the NRC. In Case D, the

inexperience of the. licensee and their original AE/CM and theC >

inability of the Licensee to effectively correct procedural and
' -programmatic deficiencies suggest that a designated representa-

tive chosen from their ranks would have had little effect'in'

preventing'the quality problems that' occurred. The licensee's
view of. designated: representatives'was that they would erode
responsibility for quality at the working level and may result
in NRC assuming an inordinate share of the responsibility for-

' quality.
.

'

E. Management Initiatives

l. _ Seminars -- yes

feminars such as those conducted by the NRC or INPO in the
past as well as presentations by utility executives who
have had construction-related problems would have been

; helpful in increasing the licensees' management awareness
of the importance of project management capability, prior
nuclear experience, recognition of symptoms and quality
control measures in construction. Such presentations -

-

" ' - ._--_i~_.
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would have been particularly useful for the Case D project
because of the inexperience of both the licensee and the
original AE/CM/C and could have resulted both in morei

active and effective involvement of the licensee and an
improved approach on the part of the AE/CM/C towards
quality control and quality assurance.

2. . Qualifications / Certifications of QA/QC personnel - '

probably not .

The working level QA/QC personnel involved with con-'

struction were basically qualified. They did identify- .
..

problems but were not effective in correcting these" '

because of the procedural and programmatic shortcomings of ,

the licensee and the AE/CH/C. A greater degree of quali- ,

ficetion or certification of QA/QC personnel may have- ?

"~ resulted in earlier and more indepth awareness of the*

problems, but it is doubtful whether this awareness would
,

~ have been effective in solving the problems.
v

3. Craftsmership - probably not

- The licensee indicated the AE/CM/C was a non-union
employer with a reputation as a training ground for.

|- craftsmen. They paid relatively low wages but provided
individuals the opportunity to gain the experience they'

'4 * ' 'needed to move into unionized organizations where wages
verihigher. However, it does not appear ~that this was an-

gimportant factor in the quality problems. The inability
A of the licensee and the AE/CM/C to, effectively manage the.

' project, 'the finadequacy of specifications and procedures,
and-design completion not being adequately ahead of.
construction were much larger contributing factors.

V
VI. IMPLICATIONS OF CASE STUDY D FOR' THE _ FORD AMENDMENT ALTERNATIVES

.

-Section'13 to the NRC's-FY11982-1983' Authorization Bill requires NRC to"' ~

study existing and alternative programs for improving quality assurance ~,

and quality control'at nuclear power. plants under construction. , This
section, called the Ford Amendment.. requires NRC to look in particular at

. ~

: '
~ nthe' feasibility;and efficacy of five specific' alternative program con-

capts. . As part_of'this analysis, sach~ alternative concept was evaluated
~

as co whether it would have made a difference in the Case ~ D project had
~

,
: it been in place' at the : time of the issuance of the ' construction permit
.up to issuance'of the Show Cause Order. Each alternative was discussed
with senior licensee,'AE/CM, and constructor management personnel. . No'
: discussions were held with personnel from 'the original AE/CM/C. The
.results of the discussions are given below.

p&
f. ;
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A. More Prescriptive, Architectural and Engineering Criteria - perhaps f

The Authorization Act requires NRC to evaluate the following alter-
'

native: ,

i

13(b)1 - Adopting a more prescriptive approach to defining principal
,

'AE criteria for constructing commercial nuclear power plants that
would be a basis for quality assurance and* quality control,
inspection, and enforcement actions. .

The design and construction problems were not affected by the degree
of pres.criptiveness of the AE criteria. More prescriptive AE
criteria would not have corrected the procedural, programmatic and
management deficiencies noted in case D. However, being prescrip-
tive in the degree of engineering completion prior to the start of'

construction may have eliminated insufficient engineering support
for construction and the scheduling of engineering efforts based
upon dictates from construction. Licensee personnel indicated more
-prescriptive criteria would be good provided the methods of comply-
ing with the criteria were left to'the licensee, AE/CM, and
constructor. To make decisions, the requirements must be clearly
known. A need for clearly described standard construction method-
ologies that would prevent known problems from recurring at other
-sites was also expressed.

,

B.- Conditioning the Construction Permit on the Applicants' Demon- -

stration of His Ability to Manage an Effective Quality Assurance*

Program - yes

The Authorization Act requires NRC to evaluate the following alter-
native:

,

; 13(b)2 -' Requiring as a condition of the issuance of construction
9' permits for commercial nuclear plants that the licensee demonstrate

the capability of independently managing the effective performance'

of all~ quality assurance and quality cot:rol responsibilities for
: the plant.

Imposing this requirement would almost certainly have ident,1fied the
;

| . lack of nuclear experience, lack of management understandin~g, and
,. - the programmatic and procedural inadequacies that affected the

project, before initiation of c'onstruction. It should have resulted
in shortening the chain of command, in' identifying the need for more-

,

experienced personnel at all' levels,. add'in demonstrating the-
inherent lack of prior nuclear experience.

C. Audits, Inspections or Evaluations by Associations of Professionals
Having Expertise in Appropriate Areas - Management Audits -yes

-The Authorization Act requires NRC to' evaluate the following alter-
native:

13(b)3 - Encouraging and obtaining effective evaluations, in-
spections, or audits of commercial nuclear power plant construction
lar independent industry or institutional organizations based on best

7
' experience'and practices.

. . . _ . . _, _ . - -_ __ , _ . _ _ _ . _ _ - _ . _ _ _ . . _ , - _ - . _ - . _ _



.

>. .

4.

Page 24 of 25, . .,

Overviews of this nature should have been effective in identifying
procedural and programmatic inadequacies and should have resulted in
earlier management awareness of the existence and magnitude of
problems. It should be noted that the licensee did have evaluations
performed during the early phases of the project to determine
construction status. Later evaluations were performed to determine
quality-related information and design adequacy. The licensee took
action based upon these evaluations and likely would have taken
action based upon inadequacies and deficiencies discovered by .

. associations of professionals. In mid-1983 the licensee had an
audit of design and construction performed, using INPO criteria, by
a. team..of 18 individuals representing five different organizations.

.

D. Improvement of NRC's QA Program - yes
,

[ The Anthorization Act requires NRC to evaluate the following activ-
ities:

13(b)4 - Re-examining the Commissions' organization and method for
quality assurance development, review, and inspection with the

i objective of deriving improvements in the agency's programs.!

|

| Requiring-that the licensee demonstrate his ability to manage a
nuclear construction project a6d assessing the demonstration of

L implementation of licensee and AE/CM/C QA/QC programs would have
'

been helpful in earlier identification of the shortcomings experi-
enced by-the Case D project. The approval of'a licensees' program_*

l- description :Ln a PSAR is not sufficient evidence that he has
fulfilled his cammitments. The fact that a program complying with
requirements has been written and documented:in1the PSAR says little

_

about the subsequent successful implementation of that program.
Earlier appointment of a resident inspector'(a full-time resident

,

| inspector arrived at the Case D-site in 1979--four years after
E construction began) would have been helpful. In particular, involv-

ing an inspection team with expertise in each required discipline-
earlier in the^ project would have been beneficial.

;

fThe Licensee indicated proliferation'of regulations as a factor.in
causing the case D problems. They indicated that. altering.the NRC
program to stabilize the regulatory base would be beneficial in
avoiding such problems in the future.

E.. Conditioning the Construction Permit on the Applicant's Commitments
-to Submit to Third Party Audits of its Quality Assurance Program - yes

;

.The Authorization Act requires NRC to'' evaluate the following. alter-
native:

13(b)5 - Requiring as a condition of the issuance of construction-
permits for commercial ~ nuclear. power plants that.the applicant enter
intoLcontracts or make other' arrangements with an independentj.

|- inspector for auditing quality assurance responsibilities for the
purposes of verifying quality assurance performance. JW1 independent
. inspector is a third party and has no responsibilities for the
design and construction of the plant.|-

L _ _. . . . - _ . _ . _ _ _ . _. ._ __ _ . _ ._ _ .. _ ._._._, . . _ _ ,
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This alternative as it applies to Case D is closely related to

Alternative 13(b)3 discussed above. If this initiative had been in
place. - problems may have been detected earlier and the errors that
occurred may not have developed into a project breakdown. Audits of
this type, had they been in place at the time, should have iden-
tified programmatic and certain procedural inadequacies and should
have resulted in earlier' upper management awareness of the problems.
The licensee did respond favorably to self'-initiated evaluations and
could be expected to respond similarly to inadequacies and defi .

ciencies reported by an independent auditor. A comprehensive audit
by a qualifie'd independent inspection team should have identified
the. incompatibilities that arose between design, construction and

,

quality control.
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ATTACHMENT 1

QUALITY ASSURANCE PROGRAM DESCRIPTION

South Texas Project Electric Generating Station

Quality Assurance During Design and Construction

Houston Lighting & Power Company (EL&P), as a licensee and as
Project Manager for itself and the other owners, has quality assurance
responsibility for design, engineering, procurement, fabrication,

| construction and operation associated with the South Texas Project
; Electric Generating Station (STP). Although HL&P has delegated certain

of-its quality assurance authority to its contractors, it nevertheless
,

retains the responsibility for the quality assurance program controlling
all aspects of the STP. As an initial step in fulfilling its ~4

. responsibility, HL&P establishes quality assurance requirements for the
project.in a Project Quality Assurance Plan. The Project Quality

;

Assurance. Plan specifies requirements. applicable to prime contractors
and HL&P. The HL&P quality assurance staff monitor the performance of
HL&P staff and-contractors to assure compliance with the Project Quality

,

Assurance Plan.
.

HL&P has co,ntracted with Westinghouse Electric Corporation
(Westinghouse) for the design, fabrication and quality assurance
services for the nuclear steam supply system and with Brown & Root,
Incorporated-(B&R) for plant design, construction, quality assurance
services and other related services, including quality assurance
services for Westinghouse items upon receipt at the project site. This
quality assurance _ program description addresses the HL&P quality
assurance program (Part A) and the quality assurance program of B&R'*

(Part-B). The Westinghouse quality assurance program is described in
WCAP-8370, " Westinghouse Nuclear Energy System Divisions Quality

~

. Assurance Plan" and is not included in this program description.

-
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j. QUALITY ASSURANCE PROGRAM DESCRIPTION

South Texas Project Electric Generating Station
L Quality Assurance During Design and Construction
1'

:

! Houston Lighting & Power Company (HL&P), as a licensee and as Project
|. Manager for itself and the other owners, has the Quality Assurance (QA)
! responsibility for design, engineering, procurement, fabrication,
"

' construction, preoperational testing and operation of the South Texas
Project (STP)' Electric Generating Station.,

[
; EL&P's Quality Assurance Plan requires that HL&P, its prime contractors,

subcontractors and vendors comply with the criteria established by
10CFR50 Appendix B. It is the intent of HL&P to comply with ANSI N 45.2
and the applicable daughter standards and implementing Regulatory'

F Guides. Furthermore, HL&P will assure through programmatic direction
j that the Engineer / Constructor and all its subcontractors and suppliers
! - performing nuclear safety-related work comply with 10CFR50 Appendix B,

ANSI N45.2, and the Regulatory Guides as referenced herein consistent
p with their scope of work.

Programmatic direction is defined as the role of the owner in establish-
! ing the program requirements and ensuring the adequacy of-the
i contractor's Quality Assurance Program. The programmatic direction

consists of review and approval of the system-features initially and
continued monitoring of th6se systems during implementation and further
refinement 'or revision of the systems if' the systems need strengthening.
The assurance of compliance by first level nuclear safety-related.

t suppliers will be accomplished through the Engineer / Constructor's review
and approval of the supplier's Quality Assurance Program.

p

Implementation reviews are performed by HL&P Discipline Quality
| Assurance personnel using prepared checklists to evaluate 'the

effectiveness.of compliance to the Quality Assurance program at the
South Texas Project site during construction. 10te implementation

: . reviews use' techniques such as interviews with personnel performing the
. activities, observations of actual work in progress, and reviews of
. final form. Implementation reviews are performed by qualified personnel
based on experience.' educational' level, training, and proficiency,

examinations. Certifications are issued for specific discipline,

oriented activities.

Inspection verifications are performed by qualified (ANSI
N.45.2.6/ASNT-TC-1A) HLE, Quality Control personn'el to determine the~

. effectiveness of Brown & Root inspection planning documents. The
inspections will consist of witness points during regular Brown & Root

- . processing sequences and special task oriented inspections
-(nonconformance closeout, followup investigations into problem areas) as
requested by HL&P Discipline Quality Assurance.

t

~
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The HL&P Quality Assurancs progree is irplsmented in two phtaas. Tha
'danign cad ccnntruction phase as defined by the Project Quality
Assurance Plan and the operational phase as defined by the Operationale

Quality Assurance Plan. The Project QA Plan is described herein. The
Operational QA Plan is described in Chapter 17.2 of the FSAR.

i

.The combination of these Quality Assurance programs augmented by
; definitive procedures provide HL&P with the assurance that its quality
. commitments are met.

~

1

' 1.0 Organization

.

-1.1 The organization chart shown in figure 1 illustrates:
I- (a) groups within HL&P having quality responsibilities

(engineering, procurenent, construction) and (b) Quality
F Assurance interdapartmental relationships for the South Texas

Project.

e 1.2 The Manager, South Texas Project Quality Assurance is
responsible for providing the programmatic direction, and
administering policies, goals, objectives and methods which

; are described in the Project Quality Assurance Plan. The HL&P
; Executive VicePresident reviews and approves the Project

Quality Assurance Plan and has ultimate responsibility for
Quality Assurance activities. The Project Quality Assurance
Plan interfaces with the corporate Quality Assurance program
objectives by describing specific Quality Assurance controls
to be established by HL&P and the prime contractors on the-

South Texas Project.
'

1.3 Two levels of-control have been implemented by HL&P to monitor
the effectiveness of the Quality Assurance Programs at the,

South Texas Project: (1) Corporate level' control relates to
the overall activities and performance of HL&P,~B&R,
subcontractors and suppliers. This is administared through

; the direct involvement of the HL&P Executive Vice-President
i and through audits of project activities.- (2) Project level

control relates to monitoring the specific activities and
performance of HL&P, B&R and its subcontractors. This is
accomplished through review of documents, implementation
reviews, and, inspection -verifications that establish QA-
system features (e.g. procedures,' specifications).

1.3.1 Manager, South Texas Project Quality Assurance
.

The Manager, South Texas Project Quality Assurance
reports on all technical and administrative matters
directly to the Executive Vice-President of HL&P.

This' organizational' arrangement provides independence-

from cost and scheduling influences.

2
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The Mantgar, Scuth Tsxas Projset Quality Assuranco
must, as a minimum, have:

(1) A college degree in a field of engineering or
science, or equivalent. experience

(2) Familiarity with nuclear power generation
facilities and related operations

(3) Knowledge of the Quality Assurance standards
and regulatory requirements

(4) Management experience and familiarity with
HL&P Corporate Organizations.

The major responsibilities of the Manager, STP QA are:

(1) Administer QA policies established by
management and ensure the proper-planning,
development, implementation, coordination and-

,

i. administration of the Project Quality
Assurance Plan.

,

i (2) Provide programmatic direction on QA related
matters to HL&P and contractor management and<

interface with NRC.

L
(3) Coordinate activities relating to auditing

*

and vendor surveillance in conjunction with'

the HL&P Houston Quality Assurance Manager.
,

; The Manager, South Texas Project Quality Assurance has
the authority to solve quality related problems and to
verify the implemettation and effectiveness of the
solutions. He has the authority to "Stop Work" fory

i cause on any quality-related activity of the South
Texas Project.

| 1.3.2 Houston Quality Assurance Manag'er-
!

| The Houston Quality Assurance Manager reports on all
! technical and administrative matters directly to the

|
Executive Vice-President _of HL&P. This organizational

arrangement provides independence from cost andi

; scheduling influences.

The Houston Quality Assurance Manager is responsible
,

L for directing all HL&P Houston office auditing, vendor
|- surveillance and technical support activities. He has-

' ,the authority to "Stop Work" for cause on'any quality-
L .related activityfof the South Texas Project.
|

| The Houston Quality Assurance Manager as a minimum,
has:

,

!~ .

c
!
!

i

^
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(1) A collegs dsgrse in a field cf sugin Oring cr
science, or equivalent experience.

(2) Familiarity with nuclear power generation
facilities and the related operations.

(3) Knowledge of the industry's Quality Assurance
standards and regulatory requirements.

(4) Management experience and familiarity with
HL&P Corporate Organizations.

The major responsibilities of the Houston Quality
Assurance Manager are:

(1) Provide administrative guidance and direction
for the HL&P Quality Assurance Audit Program.

(2) Direct the HL&P vendor surveillance programs.

1.3.3 Project Quality Assurance General Supervisor

The Project Quality Assurance General Supervisor
reports directly to the Manager, South Texas Project
Quality Assurance. He is responsible for technical
direction and administrative guidance to the
discipline Quality Assurance personnel, providing
programmatic direction to B&R and interfacing with the

' '

NRC. He has the authority to "Stop Work" for cause on
any activity related to fabrication and construction.

1.3.4 Supervisor,-Quality Systems

The Supervisor, Quality Systems reports directly to
the Manager,_ South Texas Project Quality Assurance.
He is responsible for providing technical direction
and administrative guidance to the site Quality
Systems personnel; developing and administering the
HL&P Project QA Plan; evaluating the B&R QA/QC
program; administering the HL&P STP QA personnel-

training and certification program; administrative
control of HL&P quality assurance procedures and
providing mechanisms to correct the QA programs as
necessary. He has the authority to "Stop Work" for
cause on any activity related to fabrication or
construction.

1.3.5 Supervisor, Quality Control
_.

The Supervisor, Quality Control reports directly to
the Manager, South Texas Project Quality Assurance.
He is responsible for technical direction and
administrative guidance to the Quality Control
personnel, coordinating inspection of selected
fabrication and construction activities, ensuring

4
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proper atacenfermanca idsntification end coeuring that \
-the personnel performing inspections are properly
certified. He has the authority to "Stop Work" for
cause on any activity related to fabrication or
construction.* -

1.3.6 Discipline Project Quality Assurance Supervisors

The Discipline Project Quality Assurance Supervisors
report to the Project Quality Assurance General
Supervisor. They are responsible for technical

_

direction and administrative guidance to the
; Discipline Quality Assurance personnel in their ,

respective discipline group; coordinating i

implementation reviews; interface with NRC during
,

audits; identifying deficiencies; reviewing andp

: approving procedures applicable to their respective
:. discipline; and providing programmatic direction to

B&R. They have authority to "Stop Work" for cause on
any activity related to fabrication or construction. ' '

I
~

, 1.3.7 Procurement Project-Quality Assurance Supervisor ,

t

' The Procurement Project Quality Assurance Supervisor
reports directly to the Manager, South Texas Project
Quality Assurance.. He is responsible for providing
technical direction and administrative guidance to

*

procurement Quality Assurance personnel, coordinating
the resolutions of vendor problems identified by HL&P, *

coordinating with site discipline Quality Assurance

| functions for input to vendor surveillance / audit
[ activities and providing programmatic direction to B&R

t- .regarding vendor surveillance and suditing functions.
He has the authority to "Stop Work" for cause on any

,

activity related to engineering, design, or
'

procurement.
f

[. 1.3.8 Manaaer, South Texas Project
i

| The Manager, South Texas Project reports to the HL&P
| Vice-President, Nuclear Engineering and Construction.
| He has overall responsibility'for the engineering,
I construction, procurement, cost, schedule, and startup'

L' of'the' South Texas' Project. He has authority to "Stop .

Work" for_cause in all activities of the project.

1.3.9 Project Manaaer, Houston Operation
L

| The Project Manager, Houston Operation reports to the-

i Manager, South Texas Project. -He is responsible'for
L engineering, procurement, project control services,

( accounting and project administration. He has the
; authority to "Stop Work" for cause in activities
! related to engineering, design, or procurement.

.

;
<
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1.3.10 Projrct Enginstring Maneger

The Project Engineering Manager. reports to the Project

Manager, Houston Operation. He directs project
engineering personnel in the performance of an owner's
review of the design and engineering work performed by
the prime contractor. The Project Engineering Manager
ensures that adequate engineering planning and

'

coordination of solutions to problems and work
priorities are established by the prime contractor.

; He can recommend "Stop Work" for cause in the
engineering and design of all items.

1.3.11 Supervising Project Engineer, Houston Engineering
-

The Supervising Project Engineer, Houston Engineering
reports to the Project Engineering Manager. He is
responsible for directing the Houston engineering
interface with the prime contractor. This work
includes engineering planning, coordination of
solutions to problems, and work priorities. He can
recommend "Stop Work" for cause in the engineering and
design of all items.

1.3.12 Supervising Project Engineer, Site Engineering
4

The Supervising Project Engineer, Site Engineering
reports to the Project Engineering Manager. He is
responsible for coordinating the site engineering
interface in the technical resolution of all site
related' engineering problems, reviewing field change
requests, and site-initiated design change notices.
He assists in the release and interpretation of design

documents. He can recommend "Stop Work" for cause in
the engineering and design of all items.

1.3.13 Leader, Engineering Administration

f The Leader, Engineering Administration reports to the
Preject Engineering Manager and he is responsible for
the preparation, control and maintenance of

,

engineering manuals and documents.'

| 1.3.14 Project Site Manager

The Project Site Manager reports to the Manager South
Texas Project. He is responsible for providing
technical direction and administrative guidelines to

HL&P and its prime. contractors in the area of construc--

tion, site purchasing, security, startup, accounting,
construction control and engineering, and reviewing
for approval documents, drawings and specifications

| related to construction. He has the authority to

"Stop Work" for cause'in all activities related to
construction.

!

!

!
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1.3.15 Constructica Superintandant*

The Construction Superintendent reports to the Project
Site-Manager. This position-is responsible for
ensuring that the prime contractor complies with all-

contractual and construction requirements, evaluates,

'

and ensures that work is preplanned, that work
packages are being utilized in a timely and effective
manner and provides recommendations to construction
activities.

1.3.16 Construction Engineering Supervisor
.

The Construction Engineering Supervisor reports to the.

. Construction Superintendent. He is responsible for,

providing technical support to all HL&P Site Area
Supervisors, overseeing construction operations, i

ensuring that work scopes are evaluated and problem
eolutions are carried out.

1.3.17 General Construction Supervisor

The General Construction' Supervisor reports to the
,

Construction Superintendent. He is responsible for
'

o

monitoring and surveillance of the prime contractor's,

construction activities, expediting the resolution and
' corrective actions of problems identified by QA/QC and

verifying that construction planning includes
requirements for inspection and testing.

1.3.18 Project Purchasing Manager
1 i

The Project Purchasing Manager reports to the Project
Manager,. Houston Operations. He is responsible for
the overall coordination and administration.of purchas-
ing and subcontracting activities for the South Texas
Project including the development and. implementation
of procedures, vendor selection, contract negotiations
and preparing purchase orders.

.

1.3.19 Supervisor of Project Purchasing

i The Supervisor of Project Purchasing reports to the
'

Project Purchasing Manager. He is responsible for the-
' . development and implementation of procedures related

to purchasing and subcontractor negotiations. He
assists in the detection and resolution of procurement-
problems.

_.

1.3.20 Contract Administrator

The Contract Administrator reports to the Project*

Purchasing Manager. He is responsible for preparing
the scope of contracts, implementing procedures and
reviewing invoices to assure contract' compliance. He

f
-
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particip2tsc in centreet nsgetictiens, centreet
changes and operation audits to ensure contract
compliance.

1.4 The delegations of Quality Assurance authority for the South
Texas Project are as follows:

a. Houston Lighting & Power Company as a licensee and Project
Manager for itself and the other owners has the overall
responsibility for design, engineering, procurement,
construction, operation and quality assurance activities.
Brown & Root has contractual responsibility to provide an
acceptable QA program to HL&P. The contract provides HL&P
the authority to audit and monitor Brown & Root's
performance to assure that its Quality Assurance Program
has sufficient authority and organizational freedom to be

l' effectively implemented.

i b. Brown and Root, Inc. as the architect / engineer and
constructor provides HL&P with design, engineering,'

procurement, construction, and quality assurance services,.

c. Westinghouse Electric Corporation as the Nuclear Steam
Suppl? System (NSSS) supplier provides HL&P with the NSSS
desigt engineering, procurement, fabrication, and quality
assurante.

d. Consultants - HL&P utilizes the services of qualified
consultants to assist in the performance of quality tasks.

Figure 2 illustrates how these companies interrelate with HL&P
for the South Texas Project.

2.0 Quality Assurance Prograa
a

2.1 The HL&P Project Quality Assurance program for the South Texas
Project has been developed in accordance with the criteria of
10CFR50 Appendix B, ANSI N45.2 and Regulatory Guides as
referenced herein, to provide programmatic direction on
quality requirements for the prime contractors and subcon-'

tractors during design and construction.

2.2 The nuclear safety-related structures, systems and components
L covered by this program are listed in Section 3.2-of the FSAR.

Westinghouse Electric Corporation provides quality assurance.'

services for the items listed in Table 3.2.B-1 of the FSAR
'

until. delivery to the site. Brown and Root'provides quality,

assurance services for the items listed in Table 3'.2. A-1 of
- the FSAR and responsibility for the Westinghouse items

,

(Table 3.2.5-1) upon receipt at the site.

2.3 The HL&P Quality Assurance program for the South Texas Project
is described by the HL&P Pro' ject Quality Assurance Plan. The
plan requires that written procedures, training and.certifica-

,

tion, issuance of specifications and drawings, and work and

8

.- - - -.- -- - - -



__

.__ _ _ _ _ _ _ _ _ _ _ __

,

\. .- . -
i

c .

innpectica plcnning be eccccplishsd in advcncs of parforming
tnuclear safety-related activities. HL&P Project Quality

Assurance ensures through procedure reviews that this advance
preparation is accomplished. |

The Project Quality Assurance Plan for the South Texas Project
(STP) is structured in accordance with the Regulatory Guides

(RGs) and Industrial Standards that are addressed in the NRC
publications " Guidance on QA Requirements During Design and i

Procurement Phase of Nuclear Power Plants," (The Gray Book)
Revision 1, dated May 24, 1974 (WASH 1283) and " Guidance on QA
Requirements During the Construction Phase of Nuclear Power

; Plants," (The Green Book) dated May 10, 1974 (WASH 1309) as
listed by Table 2.

L 2.4 The EL&P Plans and Procedures which are used to implement the
{ quality related activities for each major organization and the
f reference to the applicable criteria of 10CFR50 Appendix B are

listed in Table 1. Verification that plans and procedures are
properly implemented is accomplished by HL&P Quality Assurance

,_
' through audits, implementation reviews, inspection verifica-
.

tions, and regular management assessment of the Quality
4 Assurance Program.

2.5 It is the policy of HL&P acting as a licensee and Project
Manager for the other owners for the South Texas Project
Electric Generating Station (STPEGS) to assure that the
design, fabrication, construction, testing, and operation of
STP are in conformance with project specifications,
procedures, codes, and NRC regulations. It is the4

| responsibility of each organization assigned to the STPEGS to
' ensure that-project procedural review methods include

provisions to ensure that the requirements stated in this
annual'are incorporated into project procedures. The Project!

Quality Assurance Plan establishes activities and procedures
,.

which identify, initiate and verify the resolution of nuclear
safety-related quality problems. The implementing proceduresi

call for the resolution of quality problems at the lowest;-
possible authorized level. However, if a dispute is

|
- encountered in the resolution of a quality problem whichL
cannot be resolved at lower levels, the HL&P Manager, South

' Texas Project Quality Assurance presents.the problem
ultimately to the HL&P Executive Vice-President for
resolution.

| 2.6 - South Texas Project Quality Assurance is responsible.for
conducting a quality oriented indoctrination program for new
personnel that have quality-related functions. The HL&PL ' '
Project Quality' Assurance Plan requires that prior to
performing activities ar'fecting quality the personnel are
trained in the applicable procedures. The training provides a

thorough understanding of.the purpose, scope, policies,
principles, and techniques of the specific procedures or
instructions. When personnel perform special process
activities, a training and certification' program is

!:
,

L
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cotablishsd cud maintainsd. Refrachar training is ccaductsd
to ensure that. proficiency is maintained. B&R is required to
establish a training program including refresher training to
ensure proficiency is achieved and maintained. This B&R
training is addressed in Section 2.2.3 of the revised Brown &
Root Quality Assurance Program Description. HL&P Quality
Assurance audits are performed to ensure compliance with these
criteria.

2.7 The Manager, South Texas Project Quality Assurance and the
Houston Quality Assurance Manager are directly responsible for
assuring effective implementation of the Quality Assurance
program. The qualifications for these positions are defined
in Section 1.3.

2.8 .The HL&P Project Quality Assurance Plan requires the prime
contractor (B&R) to submit all procedures which control
nuclear safety-related construction activities to HL&P Project
Quality Assurance for review and approval. It is the
responsibility of HL&P Project Quality Assurance to determine
that the prime contractor's procedures require proper
equipment, environment and other prerequisites to perform the
associated activity. These requirements are verified through
implementation reviews by HL&P Discipline QA, inspection
verification by HL&P QC and audits by HL&P Houston QA.

2.9 The results of the HL&P QA/QC and audit activities are
presented in a monthly report to the HL&P Executive Vice- ,

President. Regular executive management review of the monthly
activities and the direct involvement of the HL&P Executive
Vice-President assures that an objective program assessment of
the South Texas Project Quality Assurance programs is being
performed.

.HL&P STP Quality Assurance reviews and documents concurrence
with the B&R Quality Assurance manual and audits are-performed
by HL&P Houston Quality Asssurance to ensure compliance.

.2.10 HL&P and Brown & Root. Project Quality Assurance are in the
process of establishing and documenting a program for
transferring responsibilities and controls for quality-related
activities from B&R to HL&P during phaseout of design /construc-
tion and during preoperational testing and plant turnover.
This program will be implemented prior to preoperational
testing.

2.11 HL&P is committed to maintaining the Project Quality Assurance
Plan as an effective and meaningful document to provide
directions to HL&P and the prime contractors on the South
Texas Project. When proposed substantive changes to this
Project Quality Assurance Plan affect the docketed Quality
Assurance Program-description, HL&P will notify the NRC of the

10
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chtng2(s) for thair ravisw cnd ccesptence prior to
,

implementation. Organizational changes of a substantive
nature will'be reported to the NRC within 30 days of
announcement.

4

3.0 Design Control
,

!

! M P has the overall responsibility for design and engineering of
the South Texas Project and imposes the requirements of 10CFR50,

| Appendix B, Criterion III, Regulatory Guide 1.64 (Rev. 2) and ANSI
; N45.2.ll-74 on the prime contractors and applicable subcontractors.
{ M P contractors are required to provide the following design

control measures in their quality assurance programs:

(1) A design control system is established to document the
g methods of accomplishing and controlling essential design

| activities.

| (2) Design documents such as calculations, diagrams, specifi-
{ cations, and drawings are prepared and records developed

such that the final design is traceable to its sources.
t

1 (3) Design activities, documents, and interfaces are
controlled to assure that applicable input such as design;

'

bases, regulatory requirements, codes, and standards are
incorporated into the final design.

(4) Design input requirements, including design criteria, are

j documented and their selection reviewed and approved.

|- (5) Design documents include an indication as to their
importance to safety and shall specify the quality
characteristics, including materials, parts, equipment
and processes, that are essential to functions of
structures, systems, and components. Design documents +

also include, as appropriate, acceptance criteria for
inspections and tests.

(6) Design control measures are~ applied to items such as
seismic, stress, thermal, hydraulic, radiation, and ,

accident analyses, as they apply to the development of
design input or as they are used to analyze the design. ,

'(7) Safety'related and/or Seismic' Category I designs are
verified for adequacy and accuracy through independent
objective review of design documents by individuals
competent in the subject activity. This verification may
include the use of alternate or simplified solution
methods or qualification testing, as appropriate.-

(8) Design changes, including engineering, vendor, and
construction originated changes, are controlled in a
manner commensurate with the control imposed on the

,

original _ design.

'
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(9) Document distributica 10 ccatrollsd cuch that c11
individuals using a design document or its results and/or
conclusions for further design work can be notified if

'

the document is revised or cancelled.

(10) Design documentation includes evidence that design
control requirements have been satisfied.

,

HL&P has contracted with B&R and Westinghouse to perform the
design, engineering and design verification. HL&P Engineering
performs reviews of selected elements of the completed design,
design documents and specifications to ensure that contractual
requirements are met.

HL&P Houston Quality Assurance performs audits of HL&P, B&R and
Westinghouse to ensure that design controls, requirements,

;
specifications and documents are in accordance with the design
control criteria.

.

In addition HL&P Project Quality Assurance reviews quality /construc-.

tion procedures to ensure that the quality requirements of the
j design specifications are incorporated. HL&P Project Quality

Assurance also performs implementation reviews to ensure that the
~

'

: - work is accomplished in accordance with the design requirements and
to ensure that field changes to the design are processed in accor-

,

dance with the design control criteria.
,

4.0 Procurement Document Control,-

i To assure that nuclear safety-related items are purchased in a
planned and controlled manner, the HL&P Project Quality Assurance
Plan establishes basic requirements which are to be used by HL&P in
preparing procurement procedures for the South Texas Project. B&R

performs procurement activities for nuclear safety-related
equipment, materials and services, exclusive of the NSSS contract,

i which is performed by Westinghouse. B&R and Westinghouse ensure
through contract, vendor surveillance and audit that their,

f suppliers-comply with the established requirements.

The basic requirements are:

a. Procurement procedures which ensure that the applicable regu-
latory, quality assurance, and engineering design requirements

~

!

as well as the purchasers right of access to the suppliers
facilities are included.

b. Provisions f,or review, change control, and approval of procure-
ment documents and supplier documents such as instructions,

. procedures, drawings, specifications and' records by the
' procuring organizations.

c. Procedures for the evaluation and selection of suppliers. The
evaluation shall involve a technical review by the cognizant
engineering group, a commercial review by Purchasing /Subcon-
tracts and a quality assurance. review.

12
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d. Meacuras for tha centrol of purchsstd material, n:n-conforming<

items, equipment and services, including supplier surveil-
lance, source inspection and audits.2

;

I e. Control measures taken to assure that documented evidence of
I conformance of material and equipment to procurement require-

ments is available at the plant' site prior to installation or;

j use of such material or equipment.

j HL&P Engineering is responsible for review and approval of B&R
; Procurement Specifications. Engineering also coordinates with HL&P
i Procurement QA for performance of a quality assurance review. MP

Procurement QA coordinates with B&R and M P Engineering in the
review of the procurement package.

; In addition HL&P Discipline QA is responsible for reviewing field

[ procurement packages to ensure that all quality assurance
requirements have been included.,

RL&P Houston Quality Assurance is responsible for performing audits
and vendor surveillance to verify that the requirements have been.

implemented and that they are effective.

'

5.0 Instructions, Procedures and Drawings

j. The HL&P Project Quality Assurance Plan requires M P, the prime
; contractors and their suppliers to establish and implement a

Quality Assurance Program which is in compliance with 10CFR50.

,
Appendix B. The program is effective in verifying that the defined

! activities are accomplished and documented in accordance with
written procedures, instructions, and drawings and that they4

. provide quantitative and qualitative acceptance criteria.

HL&P Project Quality Assurance reviews and approves the B&R South,

Texas Project Quality Assurance Program and nuclear safety-related
; construction procedures. To measure the effectiveness of the B&R

Quality Assurance Program, HL&P has implemented a-monitoring
7

program consisting of audits which are performed by HL&P Houston
| Quality Assurance and implementation reviews, trend analysis and
! inspection verifications performed by the HL&P Project-Quality
j Assurance Departme.u. HL&P Houston Quality Assurance also'' audits
; M P organizations.and Westinghouse for compliance with their
| respective Quality Assurance Programs.

6.0 ' Document control-
l

; The HL&P Project Quality' Assurance Plan and implementing procedures
. require that HL&P, the prime contractors and subcontractors

. - implement s' document control system for nuclear safety-related
items for the Souta Texas Project. The established system ensures
that design, engineering, procurement, fabrication, construction,4

J
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and QA/QC prcesduras, plans, and changsa charato era ravicwid and
approved by procedurally authorized groups and that the documents
are issued, maint'ined current and controlled by the use ofa
controlled lists of document holders to ensure that superseded
documents are replaced in a timely manner.

4

HL&P discipline Quality Assurance performs implementation reviews
at the construction site to ensure that document control systems-

,

are in place and effectively implemented. HL&P Quality Assurance<

; audits are performed to ensure compliance with these criteria.

i
7.0 Control of Purchased Material, Equipment, and Services

i

The HL&P Quality Assurance Plan and implementing procedures require
that HL&P, prime contractors and subcontractors define and document
the system and requirements for the control of nuclear
safety-related purchased material, equipment and services. The
system shall consist of:

a. Engineering, Purchasing and Quality Assurance in their
respective areas perform evaluations of the vendors quality
systea, performance data, effectiveness, design control

,,

ability, specifications, documentation, personnel'

qualifications and training prior to contract award.
i

b. Source inspection and auditing for the purpose of determining
compliance to the QA Program and procurement documents by
witnessing process controls, inspections and reviewing docu-
mentation.

c. Certifications which contain relevant data and documentationd

required to verify compliance to the purchase documents for
final acceptance and approval.,

! d. Receiving inspection at the South Texas Project to ensure that
final source surveillance was performed or duly waived, that.

examination of specific criteria related to the item's ship-
ping condition was made, and that there is identification and

! documentation of the parameters to be verified, including the
i status of any nonconformances.
'

B&R receiving inspection ensures that, for nuclear safety-related
items received at the South Texas Project, there is accompanying
documentation that indicates review and concurrence by the prime
contractor or designee, that'the ites complies with established
requirements or has an authorized waiver prior to shipment. HL&P

Quality Assurance audits are performed to ensure compliance with
these criteria.

_.

I
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HL&P Prccurteent QA susures by an cvarviaw of tha B&R vendor
surveillance function that source surveillance and inspection are ,

.

performed in accordance with the quality assurance program. In l
addition HL&P Discipline QA performs implementation reviews of |

activities commencing with receiving inspection at the site to )
ensure proper controls of purchased material and equipment are ;
exercised. :

|

HL&P Houston QA performs audits of these activities to ensure
overall ccepliance.

|8.0 Identification and Control of Material, Parts and Components !

The HL&P Project Quality Assurance Plan requires that prime
|contractors and suppliers establish written procedures which
|identify, control and ensure traceability of materials, parts and
|components including partially assembled components. Prime con- I

tractors and suppliers procedures shall include the documented
verification of correct identification of materials, components and
subassemblies, and that the identification does not affect the

|function or quality of the item prior to release of the items for
assembly or installation.

HL&P Project QA ensures that the above criteria are incorporated
into the B&R Quality / Construction procedures during the
review / approval cycle and then follows up with implementation
reviews to ensure compliance.

.

!

HL&P Quality Control performs selected inspections to verify proper;

F identification and control during constru'ction activities.
1

In addition HL&P Houston QA performs audits for evaluation of the
i conformance to identification and control criteria.

| 9.0 control of Special Processes
i '

The HL&P Project Quality Assurance Plan requires that written
;
'~

procedures be established by prime contractors and subcontractors
for the activities associated with all special processes. For
special processes the qualification of personnel, procedures and ;

; '
equipment relating to specific codes, standards, specifications and

'

'

contractual requirements shall be documented and maintained 1

current. i4

4- '

)HL&P Discipline QA ensures that the special process control
criteria are met by review and approval of.all B&R special process

. procedures and performance of implementation reviews to ensure. compliance. ~

-

HL&P Quality Control will; perform certain special process
examinations.(NDE) during the inspection verification; process.
These examinations will be performed by personnel qualified in

-by HL5P NDE Level III, personnel.accordance with ASNT-TC-1A-75 using. qualified procedures approved

15
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EL&P Hrusten QA performs cudito cf spacial pecesos activities to<

ensure compliance with all aspects of the Quality Assurance'

' program.

10.0 Inspection

The HL&P Project Quality Assurance Plan requires B&R to establish
and implement an inspection operation whose activities are independ-

'
eut from the group performing the activities being inspected. The
training, qualifications and certifications of inspectors includes
criteria from appropriate codes, standards and B&R procedures and
shall.be documented and kept current. Inspection activities
relating to construction, fabrication, installation and testing are
documented, kept current and identify all mandatory inspection hold'

and test points and the criteria to be witnessed by authorized
;

p inspectors. Operations and inspections (including rework, replaced
items) are performed in predetermined, documented sequences and'

! deviations or deletions must be accomplished in accordance with
approved and documented systems. Inspection procedures include all
required inspection operations defined by the specifications,

i drawings, codes and standards.

Where direct inspections are imposs'ible or disadvantageous, in-
process monitoring is specified in the inspection procedures and
both direct and in process monitoring are used when control is
inadequate without both. All required ~ procedures, specifications
and drawings are made available to the inspectors prior to perform-

*

ing inspection.

i-
HL&P Discipline QA ensures that inspection control criteria are
complied with by review and approval of the inspection procedures
and by implementation reviews of inspections in each discipline,

*
activity.

'
In addition to the Discipline QA controls, HL&P has instituted an
inspection verification program to evaluate the effectiveness of
the B&R inspection activity. The HL&P inspections are performed by

. the HL&P Quality Control group. HL&P Discipline QA will determine
'

specific activities and areas to be inspected by HL&P QC.
,

The HL&P Inspectors are trained and certified by a program
~

conforming to ANSI N45.2.6 and as applicable, ASNT-TC-1A-75.

HL&P QC personnel will also be directed by Discipline QA to perform
' followup inspections on selected non-conformance report and correc-
tive action requests to ensure proper close-out verifications by
B&R.

HL&P- Houston QA performs audits of HL&P and B&R inspection
activities to ensure compliance with these criteria.

.

e
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11.0 Tret Centrol

The HL&P Project Quality Assurance Plan requires that a test )
control program be developed and documented by the prime contrac- |4

tors and subcontractors which demonstrates that the facility |

Iperforms in accordance with the South Texas Project requirements
and specifications. The training, certification of personnel, j

'

calibration and certification of test equipment, system or
|component status, environmental conditions, inspection hold points

and configuration of the items to be tested are included in the
, procedures. Test results are documented, evaluated and the
' acceptance status determined by the authorized departments.
.

HL&P Disciplina QA ensures inclusion of adequate test control
criteria by review / approval of B&R Quality / Construction testing

r procedures. They also perform follow-up implementation reviews to
verify that the controls are implemented and effective.

i

; In addition, HL&P Discipline QA institutes hold points in the B&R
test program to ensure witnessing by HL&P Quality Control!

personnel.

HL&P Houston QA then audits both HL&P and B&R activities to verify
j QA program compliance.

The test control activities are an example of a case in which HL&P
Discipline QA monitoring activities and the Operational QA

,

monitoring activities will interface and in some instances overlap.e

HL&P Project QA procedures will specifically define the;

responsibilities for this transition period.
,

:'
12.0 Control of Measuring and Test Equipment

i

The HL&P Project Quality Assurance Plan requires the establishment,s

. documentation and implementation of a Measuring and Test Equipment
Control System. The system is to include calibration techniques,'

specifications and accuracy, frequency and maintenance of all
measuring instruments and test equipment used in the measuring,
inspection ano monitoring of nuclear safety-related items. Calibra-
tion and maintenance data shall be filed and kept current. Calibra-
tion standards are to be traceable to nationally recognized

4

! . standards. If standards do not exist, the basis for calibration of
the equipment is to be documented. 'If measuring or test equipment
is'found to be out of calibration, an investigation is required to
be performed to determine the validity of the use of the instrument' -

and whether measurements or tests are required,to be reperformed.

HL&P Discipline QA reviews and approves B&R calibration procedures
to ensure these criteria are incorporated. In addition

implementation reviews are performed to ensure compliance.

2 In the conduct of its inspection verifications HL&P Quality Control
is required to use sensuring and test equipment of the appropriate

,

accuracy level which is controlled by procedures meeting the,

requirements of this section.
,

,
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HL&P Hsusten QA sudits tha Esaturing and test squipment centrola to
ensure compliance to the QA program in this area.

13.0 Handling, Storage and Shipping

The HL&P Project Quality Assurance Plan requires that for nuclear
safety-related items, written procedures be developed in accordance
with design requirements, specifications and standards to control
the cleaning, hendling, storage, packaging, shipping and preserva-
tion to preclude damage and deterioation by envircamental condi-
tions. The activities are to be accomplished by sppropriately
trained and experienced personnel.

HL&P Discipline QA reviews and approves construction procedures for
receiving, handling, storaga and cleaning to ensure that the
appropriate criteria of Regulatory Guide 1.38 and ANSI N45.2.2 are
included. Periodic implementation reviews are conducted to ensure
compliance to the procedures.i

HL&P QC performs periodic inspection verifications to assure
| adequate inspection controls and HL&P Houston QA performs audits to

ensure overall program compliance.
e

14.0 Inspection, Test and Operating Status
4

The HL&P Project Quality Assurance Plan requires that the prime
: contractor and subcontractors indicate the current inspection, test;

and operating status of nuclear safety-related items through the'

use of stamps, markings, tags or other suitable means. Procedures'

shall define and document the use, application, removal and status
; of inspection tags, labels and markings which identify the status

of inspections or tests performed or attest to the acceptability of
the structure, system, or component. HL&P Discipline Quality
Assurance personnel review these procedures and conduct periodici

verification to assure compliance. Houston Quality Assurance
audits both HL&P Project QA and B&R to verify compliance.i

(
15.0 Nonconforming Materials, Parts or Components

|

The HL&P Project Quality Assurance Plan requires that the prime
i

contractors Quality Assurance Program include a system which is
|

documented by written procedures for the identification,
}

segregation and disposition of nonconforming materials, parts and
! components. The procedures shall specify the preparation and

handling of nonconformance documents, segregation requirerents and
,

which groups are responsible for review and disposition of the
!- items. Rework, repairs and subsequent reinspection shall be

performed in accordance with controlled procedures and contain
mechanisms for providing information to the identifying group as to
the disposition of the nonconformance. For NSSS' items, HL&P
coordinates nonconformance resolution through Westinghouse. HL&P

j
Project Quality Assurance reviews for concurrence the proposed'

disposition of selected Brown & Root nonconformance reports and
!.
I

I
!
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performs an svaluatica of Brown & Root n:necnformanca trand
analyses. Compliance of these activities with Project Quality
Assurance Plan Requirements is ensured through the performance of
audits, implementation reviews, and inspection verifications.

16.0 Corrective Action

The HL&P Project Quality Assurance Plan for the South Texas Project
requires that a system be established and documented by prime
contractors which defines the responsibilities, authorities and
methods used by specific groups involved in the evaluation of
nonconformances and trending to determine the need for corrective
action. The system includes measures to identify the cause of
significant conditions adverse to quality, measures to ensure that
the root causes are corrected, and measures to ensure that timely
action is taken. Follow-up is performed to ensure the effective- .

ness of corrective action and that appropriate levels of management'

are informed of the results. EL&P Project Quality Assurance
; performs a review for concurrence of selected Brown & Root
[ nonconformance reports and corrective action reports. HL&P Project

,

i- Quality Assurance also performs trend analyses to determine the
i need for corrective action. Compliance of these actions with
j Project Quality Assurance Plan Requirements is verified by HL&P
} Quality Assurance through the performance of audits and
! implementation reviews.
i

| 17.0 Quality Assurance Records

The HL&P Project Quality Assurance Program requires that a Quality
,

Assurance record system be developed by HL&P and the prime contrac-
tors for the South Texas Project. The record system provides
evidence that activities relating to quality are defined, impla-4

mented and that inspection and test documents contain a description'

of the type of observation, reference to nonconformance reports,
evidence relating to status of observation, date and inspector

i identification. .

|
Quality records shall include reviews, audits, reports, specifica-
tions, nonconformance reports, implementation review checklists,

| analysis, personnel and equipment qualification procedures and
associated documentation.4

The Project Quality Assurance Plan requires that HL&P and prime
! contractors establish requirements to ensure that records generated

during the design, procurement, construction, preoperational and;'
start-up testing are identifiable, retrievable and meet the

!- requirements of 10CFR50 and ANSI N45.2.9 as amended by Regulatory
Guide 1.88, Revision O. Compliance with Project Quality Assurance4

Plan Requirements is verified by RL&P Quality Assurance through the4

performance of audits and implementation reviews.
;

! -

i

,

'
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18.0 Audita

The HL&P Project Quality Assurance Plan establishes the requirement
that HL&P, prime contractors and subcontractors develop, document

iand implement audit activities which are structured in accordance
with the requirements of ANSI N45.2.12 for the South Texas Project.
As required by the ANSI standard, results of audits are presented
for review to management of the audited organization and the HL&P
Executive Vice-President. Where indicated HL&P performs followup
action, including re-audit of the deficient areas.

HL&P has the ultimate responsibility for the auditing of the
quality related activities on the project. This responsibility is
fulfilled by Houston Quality Assurance, which audits the activities
of HL&P, its prime contractors and their suppliers and;

subcontractors.
!

.

The prime contractors and subcontractors perform quality related
audits of internal activities and suppliers of material, components

.; and systems.

| HL&P and B&R perform supplemental audits when required, based on
such factors as significant changes in the Quality Assurance

4

Program, results of trending programs or investigations into the'

'

root causes of problems.

The HL&P Project Quality Assurance Plan requires that each year an4

independent outside firm shall conduct an overall audit of the
South Texas Project Quality Assurance activities. The audit
results are presented to the HL&P Executive Vics-President and the

j Manager, South Texas Pr.oject Quality Assurance. The audit results
will be used by HL&P management to evaluate the effectiveness of
the Quality Assurance program and to determine the need for changes
in the Quality Assurance programs of HL&P and its contractors.

,

i

e
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Tcblo 1
,

Plan / Procedures used to Implement Quality Assurance for the Major Activities

10CFR50 App. B
1.0 Project Quality Assurance Plan Criterion

.,

1. Introduction II

2. Organization I

.

3. Project Administration I,V,VI,XV
.

4. Project Engineering III

5. Procurement IV,VII

'

6. Fabrication and Construction IV thru XVIIy-

Y -- 7. Records IV,VI, XVII

' 8. Auditing VI,XVIII

f.

,

.

.

i
,

!

$

b

_.

Table 1-1
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Plan / Procedures used to Implement Quality Assurance for the Major Activities

10CFR50 App. B
2.0 Project Site Quality Procedures (PSQP) Criterion

,

PSQP-Al Organization & Responsibility of Project QA/QC
Personnel I,II

A2 Project Site Quality Procedures V,VI

A3 Handling of NRC Inspection Reports XV,IVI

A4 Control of Site Documentation VI

A5 Non-Nuclear Site Quality Assurance N/A

A6 Document Reviews V,VI

.

A7 Stop Work XV,IVI

A8 Trend Analysis Administration XVI

A9 Implementation Review II,IV thru XVII

A10 Quality Control Administration IX,X

All Training & Certification of Quality Control Personnel II,1X,X

A12 Audit Overview XVIII

A13 Vendor Surveillance Overview IV VII
,

A14 Construction QA - Operations QA Interface II,KI, XVII

,

,

>

._.

.

Table 1-2
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Plan / Procedures used to Implement Quality Assurance for the Major Activities

10CFR50 App. B
3.0 _HL&P Houston Quality Assurance Procedures Criterion

QAP - 3 Procedure for Vendor Quality Surveillance VII.

.

3A HL&P Vendor Surveillance VII.
,

3B Second Party Vendor Surveillance VII.

! 5 . Audit Procedure XVIII.

SA Training and Qualification of Audit Personnel II,IVIII.

SE Performing the Audit IVIII.

SC Audit Filing XVIII.

11 Review of NSSS QA Records Packages VII.

.

.

.

#

_.

.

.

Table 1-3
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Tablo 1

Plan / Procedures used to Implement Ouality Assurance for the Major Activities

10CFR50 App. B
4.0 Project Engineering Procedures Criterion

PEP - I Introduction
4

II Manual Provisions
1

III Scope

IV Definitions

-01 Preparation and Control of Project Engineering VI
Procedures

-02 Document Receipt & Handling N/A;

-03 Engineering Signature Authority III

-04 Reference Document Library N/A

-05 Performance of Owner's Reviews III
,

-06 Design Change Request N/A

-07 (deleted) Design Document Distribution List N/A

-08 Engineering Action Item Tracking N/A

-09 Transmittal of Owner's Review Comments to Ext. N/A
Organizations

-10 Project Engineering Organization & Responsibilities I

-11 Reporting Design and Construction Deficiencies XV,XVI
to NP.C

-12 Handling FSAR Change Notices II

-13 Review of NRC Inspection and Enforcement Bulletins II

Circulars

-14 Designation & Handling of Confidential Security N/A
Documents

t- -15 Preparation of Purchase Authorizations (IP) N/A
*

-16 Engineering Activity for the Procurement of Spare IV,VII

Parts

|

Table 1-4
.. .-. . .- -. . . . . . _ - . - . . . . . . - . . .. - .- ._. . . . . . . - _._ - .- .- _
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Table 1

Plan / Procedures used to Implement Quality Assurance for the Major Activities

10CFR50 App. B
4.0 Project Engineering Procedures Criterion

-17 Preparation of NSSS Contract Modification Approval N/A
(IP)

-18 Preparation and Control of Specifications III,IV

-19 Processing Supplier Deviation Requests (IP) III,IV

-20 Document Change Notice control (IP) VI,III

~

Design Verification (IP) III-21

-22 Personnel Training (IP) II

Note: (IP) indicates procedure is in preparation and not yet issued for use.

.

/

..

0

mb?.e 1-5
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Table 1

Plan / Procedures used to Implement Quality Assurance for the Major Activities

10CFR50 App. B
5.0 Projedt Site Administrative Procedures Criterion

PSAP-01 Preparation and Control of Project Procedures V

-02 Project Directives N/A

-03 Telephone Minutes N/A

-04 Project Correspondence N/A
,

-05 Mail Processing N/A

-06 Project Meetings N/A

-07 Project Trip Approval N/A

-08 Project Files N/A

-09 Storage and Retirement of Project Records XVII

-10 Monthly Manhour Reporting N/A

6.0 Project Contract Administration Procedures

PCAP-50 Work Authorization N/A

-;l PBA Review N/A

-52 Contract changes N/A

_.

.

d

4

Table 1-6
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Plan / Procedures used to Implement Quality Assurance for the Major Activities
:

10CFR50 App. B
7.0 Project Site Procedures Criterion

,

4

PSP -01 Preparation and Control of Project Site Procedures V

-02 Project Site Organization I

e

-03 Construction Functions and Responsibilities I

-04 Startup Functions and Responsibilities I
.

! -05 Field Change Requests III

XV-06 Nonconformance Reports ,

-07 Construction Review of Documents VI

i -08 Control of Construction VI '

4

-09 Processing Site Correspondence N/A

i -10 Site Procurement IV
.

-11 Construction Interfacing for Testing & Turnover II K

-12 Transfer of Material Offsite IV,VII

-13 Indoctrination & Training II

-14 Equipment Inventory & Maintenance VIII,IIII

-20 Issuance of Photo Identification Badges N/A

-21 Camera Authorization N/A,

-22 Visitor Pre-Clearance N/A

-23 Vendor Control N/A

't

-

,

.

.

Table 1-7
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Plan / Procedures used to Implement Quality Assurance for the Major Activities

10CFR50 App. B
. .

8.0 Records Management Systems Procedures Criterion'

1-2 Records Management Responsibilities & Interfaces I

1-3 Preparation and Periodic Review of RMS Procedures V
.

l-4 Records Management Personnel Training II

2-1 Records Center Micrographic Section XVII

T1-1 Flow of Nuclear Correspondence Within RMS Center XVII

T2-1 Document Logging VI'

T2-2 Log Maintenance VI

T2-3 Document Distribution VI

T2-4 Storage & Maintenance of Nuclear Records XVII

T2-5 Document Checkout XVII

T2-6 Correspondence Serial Number Assignment VI

T2-7 Correspondence Serial Number Corrections- VI

1

T2-8 Subject File Number Assignment XVII

T2-10 NSSS Data Package Handling XVII

P

_.

Table 1-8
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TABLE 2

ANSI STANDARD AND REGULATORY GUIDE COMPLIANCE
<

4 i.

The STP Quality Assurance Program complies with the following ANSI
Standards and associated Regulatory Guides except as noted:

' STANDARD TITLE,

ANSI N.45.2-1971 Quality Assurance Program Require- f

; R.G.I.28 (Rev. 0,6/72) ments for Nuclear Facilities

| ANSI N.45.2.1-1973 Cleaning of Fluid Systems and Asso- |
| R.U.1.37(Rev. 0,3/73) ciated Components During Construc-

tion Phase of Nuclear Power Plants

ANSI N.45.2.2-1972 Package, Shipping, Receiving, Storage.

R.G.I.38 (Rev. 0,3/73) and Handling of Items for Nuclear*

Power Plants
1

~ ANSI N.45.2.3-1973 Housekeeping During" the Construction
R.G.I.39(Rev. 0,3/73) Phase of Nuclear Power Plants;

; ANSI N.45.2.4-1972 Installation, Inspection ~and Testing

,
R.G.I.30(Rev. 0,8/72) Requirements for Instrumentation and

" Electric Equipment During the Con-
t * struction of Nuclear Power Generating

Stations

ANSI N.45.2.5-1974 Supplementary Quality. Assurance Re-
(See Notes 1-& 2) quirements for Insta11ation, Inspec-

tion and Testing of Structural
. Concrete and Structural Steel During

'

the Construction Phase of Nuclear
[ Power Plants

. ANSI N.45.2.6-1973 Qualifications of Inspection,-<

i _R.G. 1.58 (Rev.0,8/73) Examination and Testing Person-
- nel for the Construction Phase-

.of Nuclear Power-Plants
.

ANSI N.45.2.8 Supplementary 1 Quality Assurance'
,

j '(Draf t' 3, Rev. 3,4/74) Requirements for Installation,
Inspection and Testing of.

L Mechanical Equipment and Systems
:for the Construction Phase of
Nuclear Power Plants

DANSI N.45.2.9-1974 Requirements for Collection, Storage-
R.G. 1. 88 . '(Rev.0. 8. 74 ) . and Maintenance of Quality Assurance

Records for. Nuclear Power Plants
'

' ANSI ~N.45.2.10-1973 Quality Assurance Terms and Definitions
'R.G. 1.74 (Rev.-0,2/74)

Table 2-1
4

'
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TABLE 2
.

ANSI STANDARD AND REGULATORY GUIDE COMPLIANCE
(Continued)

t

a

STANDARD TITLE

. ANSI N.45.2.11-1974 Quality Assurance Requirements for the
| R.G. 1.64(Rev.2,6/76) Design of Nuclear Power Plants

~

ANSI N.45.2.12 Requirements for Auditing of Quality
(Draft 3, Rev.4, 2/74) Assurance Programs for Nuclear Power
(see Note 3) Plants

ANSI N.45.2.13 Quality Assurance Requirements for
(Draft 2, Rev.4, 4/74) Control of Procurement of Items and

Services for Nuclear Power Plants
,

:

ANSI N.101.4-1972 Quality Assurance Requirements for
R.G. 1.54(Rev.0,6/73) Coatings Applied to Water Cooled Nuclear

Power Plant

Exception Notes

1.- ANSI N.45.2.5-1974, Section 4.8,. states " Pumped concrete must be-

sampled from the pump line discharge". In lieu of this statement,
in process strength samp.les of pumped concrete are taken at the
delivery point. Correlation tests of air content, slump, and
temperature are performed to verify these plastic properties of the
concrete at the placement point in accordance with the following
frequency requirements:

'

A. A minimum of 2 correlation tests are performed for each pumped
placement exceeding 200 cu. yds.

,

B. Otherwise, a minimum of 2 correlation tests per week:are
performed when any individual pumped placement during a week
requires delivery of more than one truckload of concrete.

'

.C. During a week when a pumped placement exceeding 200 cu. yds.
; is made, the correlation tests performed on that placement

will satisfy the weekly requirement for performing two correlation
^

tests as specified in Item B above.

When any of the specified limits and tolerances on loss of air
content, slump, or temperature are exceeded at the placement point,
correlation tests between the delivery point and placement point
will be accomplished for each 100 cu. yds. of concrete placed as

,

Table 2-2
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TABLE 2
|

ANSI STANDARD AND REGULATORY GUIDE COMPLIANCE~

(Continued)

! long as limits and tolerances are exceeded. If two consecutive
: tests are out of tolerence, corrective action will be implemented

to assdke that subsequent loads awaiting discharge into the pump,

are within tolerances for the placement. This will be accom-
plished by adjusting the plastic property requirements of the!-

concrete at the pump intake.

" Correlation Tests", " Delivery Point", and " Placement Point" are as
defined in ANSI N.45.2.5-1978, Section 1.4.

2. Samples and frequency for cadweld testing is in accordance with
ACI-359/ASME Section III, Division 2, issued for trial use and
comment in 1973, including addenda 1 through 6, (see Sections
3.8.1.6.3 and 3.8.3.6.3 of the STP Final Safety Analysis Report).

3. If a work activity and contract is for a two-month period or less,
an audit is not necessary when a facility preaward audit has been
conducted.

.

;

.

. .

.

.

Table 2-3
~
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BROWN & ROOT, INC.
QUALITY ASSURANCE PROGRAM

DURING DESIGN AND CONSTRUCTION

SOUTH TEXAS PROJECT ELECTRIC GENERATING STATION l

1

Brown & Root, Inc. (B&R) as the Engineer and Constructor of the South
Texas Project Electric Generating Station Units 1 and 2 (STPEGS) has
been delegated by Houston Lighting & Power Company (HL&P) the assignment'

of establishing and implementing a Quality Assurance Program for control'

of the B&R quality-related activities. Brown & Root has developed and
implemented an overall Quality Assurance Program, as described herein,
for controlling and documenting their quality-related activities during
design, procurement and construction phases of the plant. These activities
include, but are not necessarily limited to, design, procurement, handling,
storage, fabrication, installation, erection, inspection, cleaning and
testing operations. This program is for those systems which have an
effect on nuclear safety in order to assure vital material, equipment,
and components conform with the requirements of all applicable codes,
standards, specifications, and procedures. This program meets the
requirements of the " Quality Assurance Criteria for Nuclear Power Plants"
contained in Appendix B to Title 10, Code of Federal Regulations, Part
50, Licensing of Production and Utilization Facilities.

_.
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1.0 ORGANIZATION
.

1.1 QUALITY ASSURANCE PROGRAM RESPONSIBILITY

The President of Brown & Root, Inc. has assigned to the Group
Vice President - Power Group the operating responsibility for ,

fulfilling Brown & Root's contractual obligation for design
. and construction of the South Texas Project (STP). The Power
Group reports to the President through the Senior Executive
Vice President - Operations. The Brown & Root corporate
organization is shown on Figure 1.

The President of Brown & Root, Inc. has delegated, through the
Group Vice President - Power Group to the Quality Assurance
Manager - Power Group, the authority and responsibility for
establishing and enforcing the Brown & Root Quality Assurance
Program. This authority and resp maibility is delegated and
documented in the form of the following policy statement

- issued by the President:

" Brown and Root is dedicated to furnishing

high quality, reliable plants and services.
All work shall comply with ASME Codes, legal
requirements, and industry standards as de-
fined in our contracts.

"At my instruction, this Quality Assurance
Program has been established to assist in
achieving these objectives. The authorityi

for administration of this Program within
the Power Group is hereby assigned to the
Quality Assurance Manager who reports to
the Power Group - Group Vice President.

p

| "It is the Quality Assurance Manager's
responsibility to provide program leader-
ship,-to assure compliance with Program
requirements, -to coordinate resolution
of problems, and to assure proper imple-!'

mentation of improvements. Questions
E regarding this policy should be directed
| to the Power Group - Group Vice President

for resolution, and if major difficulties
cannot be resolved in this way, they will
be referred to my office for a final de-
cision._.

h "To be fully effective., this Program must be
.

'

understood, accepted,.and fully _ implemented
|

by each employee holding responsibility-

L
_within the Program. Therefore, all super-

j visors shall coordinate their operations to

assure complete compliance.
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" Changes to this Quality Assurance Program
will be issued periodically in order to
reflect current industry Codes and Standards.'

Suggested impr-vements should be submitted*

to the Quality Assurance Manager for evalua-
tion and program change."

To implement this policy, the QA Manager - Power Group has
established a QA Department, including a South Texas Project
QA Organization, to administer the QA Program during the
design, procurement, and construction activities of the
Project.

1.2 POWER GROUP ORGANIZATION

The Group Vice President - Power Group is delegated the>

overall responsibility within the B&R organization for the,

design and construction of nuclear power plants. As sho'wn on
Figure 2, the Power Group includes the following departments:
Power Operations, Power Construction, Power Engineering, and,

Quality Assurance. The management of each department reports
l' directly and independently to the Group Vice President - Power

Group. Figure 2 depicts the separation and independence of
the QA Department from other departments within the Power4

Group. ,

4

-1.2.1 Power Operations Department

The Power Operations Department (as shown on Figure 2);

provides Management Services and Project Management activities-

for Power Group projects. The Management Services activities
include administering the functions associated with
estimating, cost control, schedule, project reporting, and ,

materials management. Project Management provides the
management of projects for which B&R= has contractual
responsibility for engineering, procurement, and construction.
Project Management functions include the administration and
coordination of project cost, schedules, scope,.and client
contact.;

'For the South Texas Project, whose B&R project scope includes
engineering, procurement, construction and quality assurance -

activities, a Vice President / Project General-Manager is
. assigned overall B&R management responsibility for these
activities except the quality assuracce activities. This
position reports directly to the Senior Vice President - Power
Operations.

.

4
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1.2.2 Power Construction Department

The Power Construction Department (as shown on Figure 2)
provides for the management and administration of all construction
activities. Such activities include, but are not necessarily
limited to, field engineering, erection, installation, maintenance

1and storage of equipment, and management of subcontractors.

1.2.3 Power Engineering Department
,

The Power Engineering Department (as shown on Figure 3)
provides power plant design, design-related activities,
design analysis, field service, licensing, and technology
development. The department responsibilities are implemented ..

-athrough engineering standards and procedures necessary to
control and document design activities. /1gg

1.2.4 Quality Assurance Department

Under the direction of the QA Manager - Power Group, the QA
Department is responsible for the implementation of the QA
Program in accordance with B&R Corporate Policy; Nuclear
Regulatory Commission (NRC) Regulation, 10CFR50, Appendix B;
the Client's contractural Quality Assurance Plan; and the
Quality Assurance Program identified to the NRC. The QA
Department (as shown on Figure 4) prepares, coordinates, and
issues the Power Group QA program and procedures. Additionally,
the QA Department assures compliance to procedures through
periodic audits / surveillance of the B&R quality-related acti-
vities.

The QA Manager - Power Group has the following primary functions
and authority:

1. Preparing, reviewing, approving, and implementation of
Power Group QA procedures necessary to enforce the QA
Program.

2. Review of design, procurement, and construction activities
to verify and enforce compliance to the QA Program.

3. Implementing QA activities related to procurement, such
as procurement document review, source surveillance
inspections, and audits.

4.. Implementing site QA functions related to construction
activities.

-

..
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5. Implementing stop work authority when necessary to
enforce quality requirements.

6. Preparing and issuing periodic reports to B&R Management
and HL&P on the status and effectiveness of the QA

' Program.

7. Conducting quality audits of Vendors, Engineering,
' Procurement, Construction, and Project Quality Assurance

activities. These audits are conducted independent of
; project control through the QA Audit Manager.
4

The minimum qualification requirements for the position of QA
Manager-Power Group is that the appointed individual, at time
of assignment to the position, must have six years experience;

in the field of quality assurance, preferably supervisory
experience with design and construction activities of a
nuclear power plant. At least one year of this six years
experience must be nuclear power plant experience in the
overall implementation of a quality assurance program. A
minimum of one year of this six years experience must be

; related technical or academic training. A maximum of four
;

years of this six years experience can be fulfilled by related
4 technical or academic training.

1.3 SOUTH TEXAS PROJECT ORGANIZATION

1.3.1 Project General Management

The Project General Management (see Figure 5) for the South
Texas Project directs the overall B&R project activities,
except those areas of responsibility of the Project QA
Department. The Vice President / Project General Manager and
his staff are singularly responsible within the B&R
organization for overall project planning, coordination of the

,

efforts of Engineering, Material Management and Construction,
identification and resolution of problems, monitoring job
progress and cost performance, and contact with HL&P.

1.3.2- . Project Site Organization

The Vice President / Project General Manager is represented, on
site, by the STP Deputy General-Manager / Site Manager, who
directs the overall B&R project site activities, except these
areas of responsibility of the Project QA Department. The

- prcject site organization is shown on Figure 6. The Assistant
Engineering Manager - Site Design Engineering receives
technical direction from the Engineering Project Manager, and-
project direction regarding administration, controls, and~
policy from the Deputy General Manager / Site Manager.

x
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-1.3.3 Project Engineering Organization

The STP Engineering Project Manager provides technical
direction and coordination of the design. The Engineering,

Project Manager reports to the Senior Vice President / Chief,

Engineer - Power Engineering who provides technical direction
,

and guidance. In addition, the Engineering Project Manager
! reports to the Vice President / Project General Manager for

project direction regarding administration, controls, and
policy. The Project Engineering organization is shown on<

Figure 7.

Design Quality Engineers within the Engineering organization,

recommend engineering quality policy, ensure that adequate
procedures are developed, and review confoonance to these
procedures by Engineering personnel.

L
l.3.4 Project Materials Management Organization

,_

The STP Materials Management organization, interfacing with
B&R Departments and HL&P's Purchasing, performs purchasing,
subcontracting, expediting, material control and warehousing
activities. The coordination and establishment of project

procedures for these activities are the responsibilities of
the Materials Manager. The Materials Manager reports to the
Vice President / Project General Manager. The Materials
Management organization is shown on Figure 8.

!- 1.3.5 Project Quality Assurance Organization.

The STP Quality Assurance organization is supervised by the
Project QA Manager (PQAM) who has been delegated sufficient
authority to assure proper implementation of the QA Program,
proper training of QA personnel, and proper documented'

evidence _of the overall QA Program. The Project QA Manager
reports directly to the QA Manager Power Group on QA matters
and personnel administration matters. The' Project QA Manager
coordinates with the_Vice President / Project General Manager
regarding project administrative matters. The Project QA
Manager receives programmatic direction and communications
from the HL&P STP QA_ Manager. Reporting to the Project QA

. Manager are the followicg department managers:

1. Quality Engineering

2. Quality Control

3. Quali:y Systems'

.
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4. Vendor Surveillance / Houston Coordination

5. Site Surveillance

The Quality Engineering function encompasses the major
disciplines (i.e., Mechanical, NDE, Electrical, Instruments &
Controls, Civil, Structural, and certain specialized functions
such as coatings and insulation). Quality Engineers control
quality assurance activities related to their individual
disciplines. The Quality Engineers work closely with the lead
discipline counterparts in Engineering and Construction to
resolve in a timely fashion, problems that are identified
during construction to assure that the cause is determined and
adequate corrective action is accomplished. The Quality ,

Engineers perform reviews of engineering documents, purchase
orders, and nonconformance reports for assuring conformance to
quality requirements, and prepare quality control inspection
plans. The Quality Engineers participate in planning QA
activities (procedures, plans, training, etc.) associated with
specific construction activities. Finally, the Quality
Engineers assure that the QC inspectors are provided clear
instructions and acceptance criteria.

Quality Control insp'ects construction activities purspant to
inspection planning instructions prepared by Quality
Engineering. Quality Systems coordinates the maintenance of
QA records, records turnover procedures, the QA training and
certification program, and nonconformance trend analysis

;
program. Vendor Surveillance / Houston Coordination assures .,

Athat inspections and audits of vendor activities are
.

performed, and serves as the interface between QA and Houston
Engineering and Procurement activities. Site Surveillance
performs surveillance over site activities at the direction of
the Project QA Manager and verifies the adequacy of the

-corrective actions taken in respcase to this surveillance.
The STP Quality Assurance organization is shown on Figure 9.
A more detailed listing of the functions of each Quality
Assurance organizational component is provided on Table 1.

The Project QA Manager has the following primary functions and
authority:

1. Maintains an organization chart and job descriptions
which define QA pyrsonnel duties and responsibilities.

h

2, Prepares, approves, issues, and ensures the
implementation of Project Procedures developed to control
the activities of the QA organization. ,

'
.
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3. Provides for indoctrination and training of QA personnel.
-

4. Interfaces with the QA Manager - Power Group and other
B&R organizations on quality related Project matters.- c

5. Ensures receipt inspection of items; ensures that
identification and control of items are maintained until2~

F turnover; ensures special processes are controlled and
b accomplished by certified personnel and procedures; and

ensures the calibration of measuring and test equipment.

[ 6. Reviews and approves nonconformance reports and
corrective action requests.

;
-

-- 7. Maintains QA records in accordance with applicable proce-
g dures.

k 8. Implements stop work authority when necessary to enforce
project quality requirements.

&
- 9. Reviess the status of the QA activities with the QA-

5 Manager - Power Group and the HL&P STP QA Manager.

10. Trends nonconfermances and submits reports to HL&P, the
QA Manager - Power Group, and other affected departmenty
management.g

3
'

11. Submits project quality documents to the QA Manager -'

[ Power Group for review by the Quality Assurance
Management Review Board (QAMRB).g

The minimum qualification requirements for the position of- *

-

._
Project QA Manager is that the appointed individual, at time""

- of assignment to the. position, must have six years experience
E in the field of Quality Assurance, preferably supervisory

experience with design and construction activities of a
is nuclear power plant. At least one year of this six years_

experience must be nuclear power plant experience in the&
- overall implementation of a quality assurance program. A-

minimum of one year of this six years experience must be'

B '

? related technical or academic training. A maximum of four
years of this six years experience can be. fulfilled by related

__ s
technical or academic training.;-

[ 1.4 ~ QA AUTHORITY AND ORGANIZATIONAL FREEDOM>

-
_

To assure the establishment and operation of the Quality-

P Assurance Program, B&R personnel performing the QA functions
7 have the freedom to identify quality problems and provide
; means for varifying solutions have been implemented. .The QA

kw
r
-
--

m
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organizations have sufficient independence, authority and
technical expertise to carry out the program in an efficient
and effective manner. This is assured by the B&R QA
Management reporting to management levels above and
independent from the direct influ.ences of the pressures of
project production.

It is the responsibility of each part of the B&R organization
to implement activities delegated to it through the QA
Program. The policies and procedures established and
implemented by the QA Department provide the authority and
organizational freedom necessary for the assigned QA personnel ,

to Laplement QA Program activities. Such activities include,i

but are not necessarily lbsited to, the identification of
i quality problems; the initiation, recommendation, or provision

for solutions; the verification of Laplementation of
solutions; and the control of further processing or*

installation of nonconforming items until an approved
disposition of.the deficient or unsatisfactory condition is
effected. Such activities further include the review and
approval of quality-related procedures, training and
certification of QA personnel, and auditing of quality
activities.

- 2.0 QUALITY ASSURANCE PROGRAtf

2.1 BROWN & ROOT QUALITY ASSURANCE PROGRAM SCOPE-

The Brown & Root STP QA Program complies with the requirements
of ANSI N45.2 Standards and Laplementing Regulatory Guides
identified on Table 2. The B&R STP.QA Program applies to
design, procurement, and construction activities affecting.the
quality of safety-related structures, systems, and components.
These safety-related items are identified on Tables 3.2.A-1'

-and 3.2.B-1 of the STP Final Safety Analysis Report.

2.2 BROWN & ROOT QUALITY ASSURANCE PROGRAM DESCRIPTION

2.2.l' Quality Assurance Prosram Documentation
.

I~ The written policies that implement the QA Program are*

contained in the.QA Manual. The QA' Manual is the key document
for controlled Laplementation of the QA Program. .The QA
Manual establishes the responsibilities and requirements for
implementation of the QA Program and identifies the
requirements for the procedures and instructions necessary to~

control QA Program implementation. . The issuance'and revision
of.the'QA Manual is controlled by Quality Assurance.

' Compliance to.the requirements-of the QA Manual is mandatory.
,

s w-
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The mandatory requirements for implementation are communicated
) to the organization by means of the management statement of |

policy as part of the QA Manual and related project documents, i

: and to other organizations through special clauses in procurement l
,

and contract documents. |'
,

4

Project procedures and program documents issued by the cognizant 1
'.

| organizations describe the methods and controls for implementing
the QA Program and QA Manual requirements. Tables 3 through 6

:_ provide a listing of the current implementing project procedures !

[ and their relationship to the 18 criteria of 10CFR50, Appendix
B.

The.QA Program;is approved by the Group Vice President - Power
Group. The QA Manual is reviewed and approved by the QA
Manager - Power Group. Project procedures and program documents
are reviewed by and approved by the cognizant managers responsible-

: >.for initiation.of these documents.'

2.2.2 -Supplier and Subcontractor Quality Assurance Program Require-
ments

Section 4.0 of this program includes a description of the
methods used to impose the applicable QA Program requirements
on suppliers and subcontractors..

R2.2.3- Personnel Indoctrination, Trainina, and Certification

The QA Manual describes the requirements for indoctrination,
"

training, and certification of all Power Group personnel who
perform quality-related activities. Each organization, as
required, will develop procedures, and/or instructions that
identify the material to be presented, methods-of presentation,
schedules for conducting sessions, and the individuals to be
trained. The indoctrination, training, and certification
program is such that:

1. Personnel ~ performing quality-related activities are
instructed as to the purpose, scope, and implenentation
of the quality-related procedures and instructions. This
training occurs prior to implementation of a new or

: revised procedure or instruction.'

2. Personnel performing quality-related activities are
trained and qualified, as required, in the principles and
techniques of the activity being performed.-

3. The' scope, the objective, and the method of implementing-

the indoctrination and training program are documented.

=
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4. ' Proficiency of personnel performing quality-related I

activities is maintained by scheduled refresher training
and reexamination, and/or recertification, where

I appropriate. i

The Project QA Manager developes, implements, and maintains an
| indoctrination, training, and certification program for all QA
} personnel. This program seets the requirements of Regulatory

Guide 1.58 as identified on Table 2.

2. 2. 4 . Stop Work

The QA Program provides QA personnel with stop-work authority
during the design and construction phases. This authority is
delineated in written procedures and is applied to all work
directly performed by B&R and/or Subcontractors.

,

2.2.5 Management Review

The Quality Assurance Management Review Board, established by -

-and under the direction of the Group Vice President - Power
Group, consists of selected apper management such as,the
Senior Vice Presidents of Power Group, Power Operations, Power
Construction, Power Engineering, and the QA Manager.- Power
Group. On a regular basis, members of the QAMRB meet to . .

review reports of audits, corrective actions, monthly.

activities,.and performance trends, as well as special
problems which cannot be resolved at lower management levels.
At least once a year an audit of the QA Program is conducted
by a special evaluation team independent of the project
activities. The audit team is selected by_and reports to the

.QAMRB and is charged with the task of auditing QA Program
activities performed on'the project to verify compliance with
the QA Program requirements.

'2.2.6 QA' Program Revision

,

..If programmatic change is required to those functions herein
|- described, Brown & Root will provide prior.to implementation a

proposed amendment to this QA-Prograsa description to Houston
Lighting' & Power Company (HL&I) for 'its review and approval.!.

! Tables 3 through 6 of this program' description provides a
[. listing of those procedures currently in effect for control of
j .the Quality Assurance, Engineering, Materials Management and
" Construction activities. New and revised procedures are

prepared and approved in a manner 1 commensurate with the
; schedule of quality-related' activities on the: Project.
l . Revised procedure lists, Tables 3 through 6, will be submitted
|- to HL&P semi-annually.

-

7
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-3.0 DESIGN CONTROL

The Engineering Procedures Manual implements the Quality
Assurance Program as it applies to nuclear power plant design
activities. Engineering Procedures, contained in the manual,
provide for the systemetic application of design control
requirements such that the design is defined, controlled, and
verified. Basic design control requirements for identification,
preparation, review, document control, change coatrol, and
records are applied to the design of systems, structures, and
components; and design control requirements are applied, on an
item by item basis, as a function of importance to safety and
design complexity.

Design control is the responsiblity of the Engineering Project
Manager (EPM) who reports to the.Vice President / Project General
Manager for project direction and to the Senior Vice President-
Power Engineering for technical direction. Design activities
are controlled on a project basis. Design responsibilities
are divided into specific discipline areas and the cognizant
Discipline Project Engineer reports to the EPM for Project
direction and to the EPM and his home Discipline Manager
jointly for technical direction. The EPM is assisted by
Assistant Engineering Project Managers (AEPM) who are individually
responsible for system design, physical design, site engineering,
and support activities.

_

3.1 DESIGN CONTROL REQUIREMENTS

The following design control requirements are implemented to
ensure that all design activities are conducted in a manner
that is conducive to a quality power plant design:

1. A design control system is established to document the
methods of accomplishing and controlling essential design

'

activities.

2. Design documents such as calculations, diagrams, specifica-
tions, and drawings are prepared and records developed
-such that the final design is traceable to its sources.

.3. ' Design activities, documents, and interfaces are controlled~

to assure that applicable input such_as design bases,
regulatory requirements, codes, and standards are 'incorpo-
rated into the final ~ design.

E. -Design' input requirements, including' design criteria, are
documented and their selection reviewed and approved.

,

:

i
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5. Design documents include an indication as to their impor-
tance to safety and shall specify the quality characteris-
tics, including materials, parts, equipment and processes,
that are essential to functions of structures, systems,
and components. Design documents also include, as appro-
priate, acceptance criteria for inspections and tests.

6. Design control measures are applied to items such as
seismic, stress, thermal, hydraulic, radiation, and
accident analyses, as they apply to the development of
design input or as they are used to analyze the design.

.

Safety related and/or Seismic Category 1 designs are7.
verified for adequacy and accuracy through independent
objective review of design documents by individuals
competent in the subject activity. This verification may
include the use of alternate or simplified solution
methods or qualification testing, as appropriate.

8 .' Design changes, including engineering, vendor, and construc-
tion originated changes, are controlled in a manner
commensurate with the control imposed on the original
design.

9. Document distribution is controlled such that all individuals-
using a design document or its results.and/or conclusions
for further design work can be notified if the document
is revised or canceled.

o

' 1' . Design documentation includes evidence that design control0
requirements have been satisfied.

3.2 - DESIGN CONTROL ACTIVITIES

The following design control activities are conducted to
ensure the engineering quality of all' safety-related and/or
Seismic Category I systems, structures, and components of a
nuclear-power plant.

3.2.1 Procedure Preparation.

Engineering-Procedures are prepared to establish a design
-control system. These procedures address appropriate design

' _ control _ requirements and document the methods of accomplishing
-and controlling essential design activities. Such Engineering
. procedures ~are submitted to Quality Assurance for review.

:-
.

ny: -

:
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3.2.2' Standard, Guide, and Instruction Preparation

1:

Technical standards, guides, and instructions are prepared by |

Project Engineering Disciplines to establish appropriate j

technical methods and requirements for design development. |

!
,

-These documents may include, but are not limited to, methods
and requirements pertaining to items such as stress, thermal,7

-hydraulic, seismic, radiation, and accident analysis, material i
,

compatibility, and accessibility for inservice inspection,
maintenance, and repair. Technical standards, guides, and
instructions are considered to be design documents subject to

|- all applicable design control re'quirements.

3.2.3 Design Development Control<

Design' development is controlled by preparing design documents,
including calculations, diagrams, specifications, and drawings,

.

according to a well defined design process. The design process
provides for developing the design in progressing detail, from
conceptual design to final procurement documents and production

,

drawings that are used to procure and erect structures, systems,
'and components.

3.2.4 Design Input Control

Design input requirements are documented, and reviewed, to
ensure that their effect on the final design is adequately
considered. These requirements include, but are not limited
to,. design criteria, regulatory requirements, codes, standards,
and-requirements for testing, inspection, maintenance, handling,
storage, and shipping. Assumptions are identified as "Prelimi-
nary" to provide for tracking, and verification prior to'

'

>records turnover.

3.2.5. Desian Verification

Nuclear power plant designs are. verified for adequacy and
. accuracy through review of design documents by a. technically
qualified individual (s) other than the originator (s). Design

.

verification may include techniques such as the use of alternate
or' simplified solution methods or qualification testing. The
selection'of verification technique and depth of review are
based upon the complexity of the design, the importance of the
-design.to safety, and the extent of any adverse conditions
that influence. design; but'in any event design reviews' ascertain
that the design correctly and accuratelyfrepresents design
Laput and that the design method and assumptions are appropriate

,

for'the stated objective of the design. Safety related-features'

i- - of the power plant design are verified,~in accordance with the
above paragraph, through independent objective review of

e ,

1
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design documents by individuals or groups having no direct or
immediate supervisory responsibility for developing the design.

under consideration. When the verification process is done by,

an individual review, such reviews will be conducted by persons
j
' whose primary assignment is the verification task. In particular,

independent reviewers may not (1) be the preparer (s) of the
design, (2) have immediate supervisory responsibility for the-

individual (s) performing the design, (3) have specified a
-singular design approach, (4) have ruled out certain design
considerations, or (5) have established the design input for
the particular design aspect being reviewed. Additionally,i-

iindependent objective reviewers must be adjudged to be technically
,

qualified by their Discipline Project Engineer, to have such
!- qualification documented, and to provide documanted evidence

regarding the extent and results of their review. All such
i' reviewers must receive specific training for this task and the

results of their work is reviewed by Engineering Management.
Design reviews are documented on specific forms to provide
objective evidence of their extent and results; and where

L qualification testing is used as part of the review process,
the tests are identified, documented, and performed in accordance
.with written procedures and instructions.

I 3.2.6 Desian Document Control

The design of a structure, component, or system is conveyed by
one or more of the following documents which are prepared,4

. reviewed, approved, and distributed according to Project'

= procedures:

1. System Design Descriptions

2. Technical Reference Documents-

3. Purchase. Specifications

[
'4. ' Construction Specifications

.5. ASME Design Specifications
|

[ 6. : Calculations-

7. Drawings

. . 3.2.6.1 System Design Descriptions
_.

The basis for the design of'each system is contained in a
System Design Description (SDD). An SDD identifies the system's
design criteria including design inputs and their sources;
applicable Code, standard, and regulatory requirements; operation

b ,

1
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i parameters and environmental conditions; structural loadings,
mechanical loadings, and electrical requirements; and safety,'

quality assurance, material, fabrication, and construction'

requirements.

When the design of a system is initially developed, the basic
; design requirements are published in an SDD that is unique to

the system. As the design is finalized, the design basis is
reflected in calculations, Specifications, Technical Reference
Documents, and drawings. The status of each of these documents 1

= is tracked by the cognizant Project Engineering Discipline in j

accordance with applicable Project Engineering Procedures, and !

- as these design documents reach completion, the SDD is revised
to reflect the as-designed configuration.

3.2.6.2 Technical Reference Documents

The design of a system, as conveyed by an SDD, may be supported
by one or more Technical Reference Documents (TRD), which may
cover more than one system. A TRD is not an SDD, but it may

:
contain design criteria. In such cases, these design criteria'

will augment or supplement the design criteria contained in an
SDD(s). Technical Reference Documents may include, but are

.

not limited to, the following: design criteria (other than
,

those contained in SDDs); standard attachments to Purchase4

Specifications; reports including Design Reports, Stress *
Reports, test reports, etc.; lists (e.g., valve lists, line
lists, etc.); B&R Standards; special instructions; and, Design
Specifications.

3.2.6.3 Purchase Specifications
, ,

.

Purchase Specifications are prepared to purchase engineered
-equipment and/or services. Purchase Specifications are prepared
according to a standard format; however, bulk material and
some minor catalog items may be purchased by a Bulk Material
Specification.

13.2.6.4 Construction Specifications

When necessary,-Construction Specifications are prepared by
Engineering to provide requirements for the construction of
specific items. Construction specifications may be in a
format similar to a Purchase Specification or issued as a~

Technical Reference Document.

5.2.6.5 ' SME Design Specifications

ASME Design Specifications are prepared with-sufficient detail
to provide a: complete basis for design in accordance with the

Je - ASME B&PV Code ASME Design Specifications include, as a
minimum:
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! 1. The functions of items including any dimensions upon
which functional performance depends.

2. Design requirements, including mechanical and operating
' loads.

. 3. Environmental conditions, including radiation conditions.

4. Code classification of items.

5. Definition of boundaries, including dimensional locations,
forces, moments, and structural requirements.

.

6' Material requirements, where applicable..

~

7. Reference to other documents where operating requirements
are defined when the operability of a component is required.

8. Applicable Code by year and addenda.

3.2.6.6 Calculations
.

Manual and/or computerized calculations are prepared as a
|- basis for system designs.
.

3.2.6.7 Drawings
d

Drawings are prepared, according to a standard format, to
convey design, purchase,-fabrication, and/or construction
requirements.

3.2.7 -Quality Assurance Review
$

Quality Assurance reviews and approves procurement specifications
prior to-issue to ensure that design characteristics can be
controlled, inspected, and/or tested and that appropriate
inspection and test criteria are identified. In addition, the
review also ensures that the design document reflects sufficient
acceptance' criteria to allow verification that quality assurance
activities have been satisfactorily accomplished.'

'3.2.8 Desian Quality Engineerina Review

Design Quality Engineering reviews and approves certain design
documents, including specifications, drawings, System Design

. Descriptions, and Technical Reference Documents, to ensure
that all applicable design control requirements have been
satisfied. As a minimum, these reviews ensure that the document
has-been. prepared, reviewed, and approved in accordance-with.
the applicable procedures; that all review comments have been

.
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- received, resolved, and incorporated into the ' document; and ]that all documentation, which is required to provide evidence i

'that the applicable design control requirements have been
satisfied, has been properly prepared and filed. Drawings are
reviewed on a randomly selected basis subsequent to their

'

issuance. Design Quality Engineering reports to the Engineering,

Project Manager and is not a part of the Quality Assurance '

Department.-

|
3.2.9 Desian Interface Control

Internal design interfaces are controlled through review and
approval of design documents by individuals and groups whose
design activities are contingent upon the design reflected in
the documents. Design interface reviews consider pertinent
interface parameters, including, configuration, dimensions,
process, performance, loads, materials,-inspection, testing,
operation, safety, and fabrication. These reviews are documented
on specific forms to provide objective evidence of their
extent and results. In addition, design interfaces are further
controlled by ensuring that approved design interface documents
are distributed to the reviewing organizations and other
individuals and groups using the documents in support of their
design activities.

Interface with the NSSS supplier design is controlled through
HL&P by identification and review of documents that define
NSSS design interfaces with the balance of the plant. Interface

with supplier / vendor designs is controlled through the purchasing
documents and, in some cases, through the use of written

-Interface Agreements. Design requirements.are identified in
the purchase' specification.

3.2.10 Desian Change Control

Changes originating from Engineering, suppliers, Construction,
HL&P, or resulting:from the nonconformance system are controlled'
from their initiation through their approval and distribution
to ensure that their effects are properly considered and
Laplemented.

' Changes originating from within Engineering can result from
design reviews, unsolicited comments, Engineering Design
Deficiencies or from other sources such as' interfacing designs.~

- Requests for changes fron, vendors are submitted on a Supplier
Deviation Request (SDR). Requests for changes from' Construction
are submitted on a Fic1d. Change Request (FCR) or may result- .

-from a Nonconformance Report (NCR). NCRs that are dispositioned~

use-as-is or repair'and such disposition-represents a departure
from a design document, require a change co a design document

.
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[. through the system described below prior to approving the NCR.
L Requests for changes originating from HL&P may be transmitted
i via (1) a numbered letter, which in tracked on an open item

; list, or (2) a Field Change Request (FCR). In addition, the
need for design changes may also originate from the resolution'

of Audit Deficiency Reports or Corrective Action Requests.>

,

' Design changes, regardless of their point of origin, are made
i; through the Design Change Notice (DCN) System. This system
|~ includes a special DCN foom to ensure that the primary design

-document is properly identified, the source of the change is
listed, in the justification for making the change is described,
the effect of the change on the design basis is considered,
the technical rationale necessary to ensure the engineering

,

|- quality of the change is documented, the need to revise other
design documents is identified, the need for changes to licensing:-
documents is considered, and that ALARA review of the change

i has been completed, if necessary. The form also includes
adequate space for the necessary review and approval signatures.

Proposed design changes are verified through review and approval'

of design documents by either the same individuals or groups?

responsible for verifying the original design or designated
alternates. Quality. Assurance reviews proposed design changes

,

that affect the quality related aspects of Purchase and'

; Construction Specifications as they are defined by inspection, *

testing, Code, standard, special process, and/or regulatory3

requirements. In addition, proposed design changes originating
at the construction site either from an FCR or NCR are reviewed
by a Change Review Board, either at the Site- or in Houston.
This board consists, as a. minimum of representatives from each
of the affected Project Engineering Disciplines, Design Quality
Engineering, and Engineering Project Management. The Change
Review Board does not actually conduct reviews, but instead
' ensures that interfacing discipline reviews have been conducted,
and if necessary, takes management ' action where interface
problems cannot be resolved at the discipline level. '

When change requests originate from the construction site, the
'

;.
Assistant Engineering Manager-Site Design Engineering may'

approve the change through the DCN. System. To ansure that the
;

expertise necessary.for the control of design changes is
available at the construction site, Engineering maintains a
taff of' technically qualified Project Site Engineers. Theses

engineers'are members of ?9 Engineering Discipline in Houston.
- Additionally, the DCN system provider the capability, under '

controlled conditions,'for construction to proceed pending .

approval of~the design: change by Houston Engineering. In
<

these cases, provisions are made for the construction to be'

tagged to ensure that it is accessible for repair / rework
i . . ;

:
.
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should the change be disapproved or for final inspection
should the change be approved. Once approved, design changes ,

are distributed to all individuals and groups using the original
design in support of their activities.

With respect.to field activites, the design change system
provides for a "real time" maintenance of the as-built configura-
tion. The design documents are revised prior to releasing
construction to p;aceed with the change. Construction and
inspection personnel are notified of the change promptly

,

.through a computerized tracking system. When construction of .

an item has been completed, part of the final inspectiont

process will include the verification that the as-built configura-.

tion conforms to the design. As-built verification inspection

|
plans will be prepared by Quality Engineering and reviewed by
Engineering. These plans will then be used for final inspection
and will be included in the records.

.3.2.11 Desian Deficienciest
,

Design deficiencies identified in design documents subsequent'

to their having been design verified are documented, tracked,
,

and closed out using a form titled Engineering Design Deficiencies *

(EDD). EDD's may also be used to identify, track and closeout
deviations from procedural requirements. EDD's may be written'

by an individual in the Engineering Departa'nt who identifiede
4

such a deficiency. Procedures allow an individual to appeal
the closeout of an EDD to the Senior Vice President Power
'Enginering. Significant EDD's and adverse trends detected as
a result of EDD activity are reviewed with the Engineering,

7 Project Management at the time of detection.

3.2.12' -Records Retention.

Design documents and changes thereto are filed and maintained
.to ensure that a complete record of design development is
established and accessible. These records include information
necessary to justify the design and provide evidence that
design control requirements have been satisfied.

' 4.0 PROCUREMENT DOCUMENT CONTROL

Brown & Root departments that are responsible for the preparation,
or participation in the preparation of Inquiry Packages,
Material Requisitions, Purchase Orders and Subcontracts establish
procedures to delineate the sequence of activities necessary
to prepare, .rsview, approve, issue, and control these documents.
The procedures governing these procnrement activities also
identify the quality requirements, item identification,
documentation traceability, technical and commercial requirements

;t

-
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that are to be imposed upon Suppliers and Subcontractors.
These procedures are reviewed by, and as applicable, ap), coved
by Quality Assurance to ensure that the procedures comply with
quality requirements. The written procedures regarding the
procurement activities ensure that:

1

1. QA requirements of 10 CFR 50 Appendix B and those applicable g
~

ANSI N45.2 Standards and imolementing Regulatory Guides
are identified in the procu.cment document.

2. QA requirements are inspectable and controllable, and
1 acceptance and rejection criteria are defined.

3. Procurement documents contain or reference applicable
'

design basis technical requirements including applicable i

regulatory requirements, drawings, specifications, codes,
standards, test and inspection requirements, identification
reqairements, special process instructions, packaging and
shipping instructions.

4. Procurement documents identify the documentation (e.g.
drawings; specifications; procedures; inspection and i
fabrication plans; inspection and test records; personnel i
and procedure qualifications; material, chemical and f
physical test results) to be prepared, maintained, and '-

- submitted, to the purchaser for review and/or approval. F
.

5. Procurement documents identify those records which require
retention, control and maintenance.

1
6. Procurement documents provide for HL&P and B&R right of f

access to supplier's facilities and records for source '

inspection and auditing. [
i-

7. Procurement documents include requirements for invoking [
appropriate quality and regulatory requirements in subtier j
supplier procurement documents. 7

k*

". 4.1 PROCUREMENT DOCUMENT PROCESSING p

b4.1.1 Procurement of Engineered Equipment
i

Engineering is responsible for the initiation, development, I

preparation, and verification of specifications for engineered {
equipment as defined in Section 3.0 The specification is y
reviewed and initially approved by Engineering and Quality 7

Assurance. The specification is then sent to Houston Lighting e.

& Power (HL&P) for review and approval. After HL&P approval -s

of the specification and return to Engineering, it is submitted y
as part of an inquiry package to Purchasing which adds other ,

sections to the package that relate to the commercial aspects. :

3-

I
_+-

1
-
4
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Purchasing then transmits the completed inquiry package as a
Request,for Quotation to the prospective bidders.

Bids are re rned through Purchasing to Engineering and tog
Quality Assurance. Engineering provides the technical evaluation
of the submitted bids, and Quality Assurance provides a quality

! evaluation. Purchasing performs a commercial evaluation of
I each bid. Engineering then combines the technical evaluation
{ with the quality and commercial evaluations submitted by

Quality Assurance and Purchasing, and prepares a combined bid
recommendation for submittal to HL&P.

After receiving HL&P approval to proceed with the recommended,

i procurement action, Engineering prepares, reviews, approves
and forwards a Material Requisition to Quality Engineering for
review and approval After Quality Engineering approval the-

Material Requisition is returned to Engineering who forwards<

the completed requisition to Purchasing. Purchasing then
prepares the Purchase Order. The final procurement package,1

including the Purchase Order, drawings, specifications, proce-
'

dures, etc., that comprise the total package to be forwarded
4

to the supplier is transmitted to HL&P for approval.
' The Purchase Order and any other pertinent commercial / purchasing

data is maintained by Purchasing as purchasing records for
filing =and retrieval purposes. This, and all other documents,j_
including Inquiry Packages, Quotations, and Material Requisitions,
which pertain to the Purchase Order is organized and filed in
systematic sequence and become the documented and retrievable

,

support.of the B&R transaction. The QA Record file for these
procurement documents is maintained jointly by HL&P and B&R.

4.1.2 Procurement of Bulk Materials
.

Engineering is responsible for the initiation, development,*

preparation, and ' verification of specification for safety-
F related bulk materials as~ defined in Section 3.0 The specifica-

tion is reviewed and initially approved-by Engineering and
Quality Assurance. The Specification is then sent to Houston
Lighting & Power (HL&P) for review and approval. .After_HL&P
approval of the~ specification and return to Engineering it is
submitted as part of an inquiry package by Engineering to .

-

^

Purchasing which adds other sections to the package that'

relate'to the commerical aspects. ~ Purchasing then transmits
the completed inquiry package as a Request for Quotation.to
the prospective bidders.

Bids are returned through Purchasing to Engineering and.to
,

Quality Assurance. Engineering provides the technical evaluation
of the. submitted.hids,.and Quality Assurance provides a quality,

y
-

.

.
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evaluation. Purchasing performs a commercial evaluation of
each bid. Purchasing then combines the technical evaluation -

with the quality and commercial evaluations submitted by
.

Quality Assurance and Engineering, and prepares a combined bid
'

recommendation for submittal to HL&P.
|

After receiving HL&P approval to proceed with the recommended
procurement action, Engineering prepares, reviews, approves

3

and forwards a Material Requisition to Quality Engineering for'

review and approval. After Quality Engineering approval, the
Material Requisition is returned to Engineering for forwarding
to Purchasing. Purchasing then prepares the Purchase Order.'

The final Purchase Order package that comprises the total
package to be forwarded to the supplier is transmitted to HL&P
for approval.

The Purchase Order and any other pertinent commercial / purchasing
data is maintained by Purchasing as purchasing records for
filing and retrieval purposes. This, and all other documents.

including Inquiry Packages, Quotations, and Material Requisi-
tions, which pertain to the Purcha t Order is organized and

,

L filed in systematic sequence and become the documented and
retrievable support of the B&R transaction. The principle
difference between bulk material purchases and engineered
equipment purchases is that the* bulk material items are
purchased to manufacturer's specifications consistent with the
desired quality, engineering standards, or Code requirements

-in lieu of B&R Engineering developed specifications.

4.1.3 Procurement Of Subcontracts-'

Subcontracts are categorized as either Engineering or Field'

Subcontracts. Engineering Subcontracts are utilized to procure
services to a defined scope of work contained in an Engineering
Specificaton. This may include specifications and materials
on equipment to be furnished under the subcontract. . Field~

Subcontracts are utilized to obtain services in accordance
with a specification prepared by Construction or Quality
Assurance. The procedures and procurement documents associated
with procurement of Engineering Subcontracts are similar to
those utilized for the purchase of Engineered Equipment. The
associated procurement documents will receive the appropriate
Engineering and Quality Assurance reviews as described in
Section 4.1.1.

|4.2 REVISIONS

Revisions to Engineering Specifications shall be reviewed and
*

approved as described in Section 3.0. Revisions to Purchase
'

Orders / Subcontracts'shall be the same as the original as
L; described ,in subanctions 4.1.1 and 4.1.3. ,

, .
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5.0 INSTRUCTIONS, PROCEDURES AND DRAWINGS

' Engineering, Materials Management, Construction, and Quality
Assurance ensure through planning techniques that activities
affecting quality are set forth by written instructions,
procedures, and drawings, and are accomplished in accordance
with these instructions, procedures, and drawings. Instructions,
procedures, and drawings shall include appropriate quantitative
(dimensions, tolerances, design limits, etc.) and qualitative
(tests, samples, comparative workmanship, etc.) criteria for
determining that important activities affecting quality have.

been satisfactorily completed. Instructions, procedures, and
,

drawings are developed to ensure that applicable documents are
made available in a manner commensurate with the schedule of
quality related activities on the Project.

'

5.1 PREPARATION

The responsibility for the origination and maintenance of
procedures and instructions is assigned to the organization or'

department responsible for implementing the activity. Engineering
- prepares procedures to control engineering activities affecting.

product quality and for preparing procurement and construction
specifications containing definitive qualitative and quantitative
acceptance criteria by which it can be determined whether an
important activity has been satisfactorily accomplished.
Materials Management prepares procedures to control procurement

.

activities. Construction prepares procedures to control the
construction activities being performed at the Project. site.

.

Quality Assurance prepares QA procedures, QC procedures,
nondestructive examination (NDE) procedures, and QA personnel?

training. procedures to control the Project QA -activities and
to ensure control and compliance with quality requirements by
organizations responsible for quality activities. Procedures;

integrating quality / inspection requirements and other construction,

or procurement activities may be used. When such procedures
are required, procedures are developed defining the preparation,
review,-approval and issuance of integrated procedures. Reviews
and approvals of integrated procedures and revisions thereto
are performed by the departments responsible for implementing
the activities defined in the integrated procedure.

i.

5.2 REVIEWS

Instruction, procedures, and drawing documents are reviewed
and approved as described in other sections of this program.
Reviews are made for technical content, appropriate quantitative

.

and qualitative acceptance criteria, Code and regulatory
requirements, clarity, and conflict with other documents
approved ~for the Project.

;

.
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5.3 REVISIONS
.

Revisions are prepared, reviewed, and approved in the same
manner as the original document.

6.0 DOCUMENT CONTROL

Documents used for the design, procurement, and construction
of quality-related itesa are distributed and controlled in
accordance with approved Project Procedures.*

6.1 DOCUMENT CONTROL - ENGINEERING

Design documents, such as Specifications, System Design Descrip-
tions, Technical Reference Documents, Drawings, and Engineering
Procedures that are the responsibility of the Engineering
Department are distributed within the Engineering Department
and to other organizations by the Engineering Document Control
Center (EDCC). Distribution of design documents and revisions
are made in accordance with a Master Distribution Schedule
established for the P~,iect and augmented by Project Procedures.
The recipient of a design document signs an acknowledgement
form and returns it to the EDCC to verify receipt of the
document or document package. Upon receipt of a design document
revision, the recipient destroys the superseded document !

unless the document is required for reference. In this case,
'

the superseded docus'nt is marked " void" by the responsiblee
group or individual. When the retention of the superseded
document is no longer required it shall be destroyed. A
comprehensive document status list.is published at least every
two months by the EDCC. The revision status summary provides
an up-dated listing of the controlled documents, their revision
number, and status. If discrepancies are noted by a document
holder, the holder notific the EDCC to resolve the situation.

6.2 DOCUMENT CONTROL - PROCUREMENI

Procurement documents are contrs11ed is described in Section
4.0 of.this program.

'

6.3 DOCUMENT CONTROL - QUALITY ASSURANCE
.

Quality Assurance originated documents such as procedures,
instructions, and manuals that are controlled rader the direction-

,

of the Project QA Manager. Distribution.and control of QA
documents fs through the Quality Systems group. Distribution
of QA documents and. revisions are made in accordance with a
lo,g that lists those individuals te whom controlled QA Documents

r
.
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' have been assigned. Upon receipt of the QA document or revision,
-the recipient signs the acknowledgement form and returns it to

|- the Quality Systems to verify receipt of the document. The
superseded QA document pages are either destroyed or stamped,

void or-superseded by the recipient. A list of revisions is
| issued periodically by the Quality Systems to the document
: holders for review against the document in their possession.
j If discrepancies are noted by the document holder, the holder

notifies Quality Systems to resolve the situation. When a QA
-

[ document is recalled, a meno is sent to all document holders

i requesting return of the document. Followup action is taken
to ensure that all recalled documents have been returned.'

.6.4 DOCUMENT CONTROL - CONSTRUCTION
,

Document control is maintained at the project site by a Document'

-Control Center (DCC). The DCC supervisor reports within the
Site Manager's organization. The primary responsibilities of
the DCC include the receipt, reproduction, distribution,

' storage, and retrieval of project document or design documents
generated at the site or received at the site through DCC.

Distribution of drawings, specifications and certain other
types of design documents or letters, is accomplished through
use of a distributior system. A distribution routing is
generated which is the instrument used by the DCC to disribute
the document copies to the copy-holder files. This involves
DCC maintenance of field satellite drawings and other files.

3The DCC distribution personnel are responsible for delivery
and. retrieval of drawings and documents to the field locations-

as directed by the distribution routing. Once the distribution
and recovery.of superseded document copies are completed, the
distribution routing is returned to the DCC system to show the
completed distribution and recovery transactions.

7.0 CONTROL'0F PURCHASED MATERIALS, EQUIPMENT,'AND SERVICES

:7.1 EVALUATION AND SELECTION OF SUPPLIERS

The control of purchased items begins with the evaluation and
selection of Suppliers. The selection of Suppliers is based
on their capability to provide items or services in accordance
with the requirements'of the Purchase Order or Subcontract,
which reflect the regulatory and quality requirements. The
Inquiry Packages contain a request for the bidders to submit
their'QA Manual and to complete a QA Vendor Questionnaire for
evaluation by Quality Assurance.

.

Upon receipt of a bidder's quotation package,- Purchasing /
Subcontracts send the QA Vendor Questionnaire and any bidder

~ QA. exceptions to Quality Engineering and the QA Manual to the
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Audit Section. They review the questionnaire, the QA Manual
and any bidder QA exceptions and document the results as
delineated in the prescribed QA Procedures. This review _

ensures that the bidder's quality assurance program meets.the
applicable quality and regulatory requirements. Results of
the evaluation are sent to the Purchasing / Subcontracts and
Engineering Departments. g
Engineering provides a technical evaluation of the submitted h
bids, Purchasing / Subcontracts performs a commercial evaluation i
of the submitted bids. Engineering then combines the technical
evaluation with the quality and commarical evaluations submitted
by Quality Engineering and Purchasing / Subcontracts, and prepares
a combined bid recommendation for submittal to HL&P. g
After all quotations have been tabulated and evaluated by j
Engineering, Purchasing / Subcontracts, and QA, a pre-award
audit at the bidder's facility is conducted by Quality Assurance.
Following receipt of a satisfactory quality assurance program
evaluation and pre-award audit, and the necessary procurement
document reviews, Engineering prepares a recommendation for
HL&P approval.

7.2 SOURCE INSPECTION

After a Purchase Order has been issued to a selected Supplier,
Vendor Surveillance performs the source inspection activities. :

The degree of source inspection at the Supplier's facility is
based upon the relative importance, complexity, and quality of 4(
the item being purchased.

Vendor Surveillance prepares an inspection package on each _

Supplier consisting of Purchase Ordera, drawings, specific- t
ations, a Vendor Surveillance Plan and special requirements to ?
identify what reviews and inspections are required to be 3
performed. The Vendor Surveillance Plan is prepared by Quality -J

EEngineering, with input from other departments as required, to _

denote the inspection requirements, acceptance criteria, and -

inspection frequency for initial, in process, and final shop 5
inspections. From this information, a Vendor Surveillance 4
Schedule is prepared by QA for scheduling inspection trips. y

Vendor Surveillance assigns a trained and certified inspector $
5to perform the inspection, when an initial, in process, or

final inspection hold point has been reached. The inspector $
documents the acceptance or rejection of each inspection hold a
point.

Prior to shipment, the inspector reviews the required documenta- _

tion such as Material Test Reports, NDE Reports, and radiographs 7

at the Supplier's facility to ensure the. documentation is -f

b
t
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| acceptable and complies with the Purchase-Order er Subcontract.
,

i If all documentation and test requirements have. Deen met by
the' Supplier and found acceptable, the inspe .cors release the
ites for shipment.

Final inspection or hold point inspections at the vendor's
facility may be waived under one of the following conditions:

,

4

: 1. The item is: relatively simple and standard in design,
; manufacture, and tests; adaptable to standard or automated
; inspections and/or tests of the item or statistical

samples of the ites to verify quality characteristics.
after delivery; and when receipt inspection does not.

require operations which could adversely affect the

i~ integrity, functionability or cleanliness of the item.
L

'
When sufficient, quality history is available to provide2.
an adequate confidence level that the item will meet its
intended purpose.

.

All waivers are documented and approved by the Project QA
Manager.

Any deviations or discrepancies noticed by the inspector is
discussed with the supplier's QA/QC Manager before leaving the
facility. An attempt is made by the inspector to obtain a
proposed resolution from the supplier at this time. If the
resolution is not acceptable, the inspector initiates a noncon-
formance report in accordance with Sectica 15.0'of this program.

7.3 SOURCE AUDITS

Audits are performed by the QA Audit Section during the course.

of manufacturing activities at a supplier's facilities, in
accordance with Section 18.0 of this program.

7.4- RECEIVING INSPECTION

Procedures are established to delineate the method of receiving
inspection for purchased safety-related items. Upon receipt
of procured safety-related. items, the item (s) are. inspected to
determine the condition of the item, to confirm that identifica-
tion and traceability' requirements have been set, and to
confirm that the required documentation as specified in the
Purchase Order is' attached or previously has been received.
Accepted item (s) are received, inspected, identified, and
released for controlled storage and subsequent use. Discrepant
items are tagged, documented as nonconformances and handled in
-accordance with Section 15.0'of this program.
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'8.0 IDENTIFICATION AND CONTROL OF MATERIALS, PARTS, AND COMPONENTS

Project Procedures are established and implemented to provide.

methods for the identification of items, methods for ensuring
traceability of items to documentation, and methods for physically.

marking such items. Identification markings (serial numbers,-

symbols, code numbers, tags, etc.) of items are legible and
i applied so that the function of the ites is unaffected. When
i required by code or regulation, if the material is cut to make

more than one piece, the markings are transferred before
cutting.

8.1 RECEIVING INSPECTION
:

Certified personnel are responsible for verifying that received
items are identified as required by the Purchase Order. Items
found improperly identified are placed in a hold status segregated,

from the acceptable items, identified and handled in accordance
with Section 14.0 of this program. Items found properly

[ identified are documented and processed in accordance with
' Section 14.0 of this program and transferred to a storage

area..

,

The documentation required by the Purchase Order is also
'

reviewed to ensure the identification numbers on the item (s) ,

received correspond to the identification data on the documenta-,

tion.
,

-
.

8.2 STORAGE,

'

'While the items are in storage, methods are established by
: responsible Construction personnel to ensureLeorrect identifica-

tion of;the items before releasing them for erection or instal-
: lation. -Storage requirements are described in Section 13.0 of
I- this program.

[ 8.3 IN-PROCESS CONTROL

- QC Inspectors verify that proper identification of field
installed items as required has been maintained throughout
erection or. installation. If discrepancies are noted,.the
~ item.is identified, a hold tag applied, and handled in accordance.
with Section 15.0 of ths program.

-8.4 SUPPLIERS AND SUBCONTRACTORS

'" *Suppliers and Subcontractors are requirec to establish procedures
for the identification and control of ite.,.; (including partially

Liabricated subassemblies) so that all segments of the fabrication
*

_and manufacturing process can be verified, traced,'and checked>

for compliance with the Purchase Order. or Subcontract. Checks
,,

'

[
,
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and reviews are performed by Vendor Surveillance to ensure
that the identification markings correspond at all stages from
initial receipt of the order, throughout fabrication to shipment

,

to the site.
..

- 9.0 CONTROL OF SPECIAL PROCESSES

The performance and control of special processes are delineated
:
j in B&R specifications and procedures prepared by Engineering,
; Quality Assurance, and Construction, and reviewed and approved
j by Quality Engineering. These procedures provide a method for

procedural and personnel qualifications uaed to perform special4

' processes and for the performance of special processes undera

[
environmentally controlled conditions. Quality Engineering
ensures that special processes are performed in accordance;

with applicable Project Procedures, Code and regulatory require-
ments.>

Suppliers and Subcontractors are required by B&R to establish
procedures for the control of special processes at their

: . facilities. Quality Engineering and Engineering review and
_ approve their procedures before implementation to ensure the,

procedures satisfy the applicable Code and regulatory requirements
i and the QA Program.

9.1 NONDESTRUCTIVE EXAMINATION (NDE) ;

9.1.1 Nondestructive Examination Procedures

Nondestructive examinations are performed using NDE procedures>

approved by a B&R NDE Level III. Before their use, the procedures
are qualified and documented by-the NDE Level III to ensure
compliance with the Code and regulatory requirements. These
procedures define the NDE methods required to be qualified,
responsiYtlities for preparation of.the NDE procedures, minimumi

cont.ent of the procedure, equipment to be used, test specimens
[ required, essential variables that require procedure requalifica-

' tion, and documentation and witnessing requirements.4

9.1.2 Nondestructive Examination Personnel

< Training and certification of NDE personnel is in accordance
with__the Quality Assurance personnel training procedures which

: meet the requirements of the American Society for Nondestructive
Testing Practice SNT-TC-1A, 1975. The Quality Assurance
personnel training procedures provide a program which defines
responsibilities, certification, recertification, qualification,
examination, training, and experience requirements; minimum .

grades for qualification examination; and specific documentation '
,

' - and physical requirements.

:
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The NDE Level III is responsible for the certification and
recertification of all B&R NDE personnel and for the maintenance
of all documentacion related to their qualification, certifica-
tion, and experience.

9.2 WELDING

9.2.1 Welding Procedure Specifications and Procedure Qualifications

Materials Engineering establishes specifications defining the
administrative and functional controls to be exercised when
establishing welding procedure specifications. These administra-
tive and functional controls define, as a minimum:

1. The p.rogrammatic requirements necessary to control the
accomplishment of activities, including prerequisites and
subsequent issuance of welding procedure specifications.

2. The responsibilities and qualifications of personnel
involved with qualifying welding procedure specifications.

3. The requirements and controls of weld and base metals
,

used during qualification of welding procedure specifica-
tions.

4. The documentation required for back-up support of the
'

welding procedure qualification report.

5. The interface requirements between Materials Engineering
and QA to be in effect during the welding procedure
specification qualification process.

,

Welding procedure specifications are qualified in accordance
with the Code or standard referenced in the appropriate engineer-;

':.s specification for safety-related items. Welding procedure
specifications are qualified under the direction of Materials
Engineering and approved by Quality Engineering before their
use in production.

9.2.2 Welders and Weldina Operators Performance Qualifications

Personnel selected to perform welding functions are qualified
in accordance with the requirements of the Code or standard
referenced in the appropriate engineering specification for
safety-related items. Performance tests used to qualify
welders and welding operators are administrated by the Project
Welding Engineers and surveillance performed by QC Inspectors.
A file of we,lders, welding operators, and their qualification ,

is maintaine>d by the Site DCC or QA vault.
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Each qualified welder or welding operator is assigned a weld
symbol for use in identifying their welds, and such symbols

'

are controlled by the use of a log maintained by the Project
Welding Engineer. These symbols are not reassigned to another
welder or welding operator during the life of the project.

9.2.3 Control of Welding Materials

The Project Welding Engineer prepares requisitions for the
purchase of welding materials such as electrodes, fluxes, and
gases. These requisitions, which contain all the quality
control requirements as well as appropriate procurement specifica-
tions, are reviewed and approved by the Project Welding Engineer
and Quality Engineering before transmitting them to Purchasing
for procurement.

Upon receipt of welding materials, Quality Control inspects
1 the material in accordance with Section 7.0 of this program to

ensure compliance to the procurement documents. If the material
is acceptable, it is transferred to a controlled welding
materials warehouse. Materials for safety-related work is
cle:arly identified until the material has been consumed.

' Issuance of welding materials to crafts is the responsibility
of the Project Welding Engineer. Welding materials, when
issued to the craftsman, are maintained in containers or
handled to avoid contamination.

1 9.2.4 Control of Welding Processes

Welding is controlled through Construction procedures that
implement the requirements of specifications established by^

Materials Engineering. The procedures define a sequence of
. operations necessary for the welding of items. These specifica-
tions also identify the special process to be used, the methods
used for establishing hold points, and any documentation
requirements.

..

The Project Welding Engineer prepares Weld Data Cards (WDC)
for safety-related ASME welds. After the WDC is prepared, it
is reviewed by Quality Engineering to ensure required inspection
hold points are included and reference is made to the applicable
isometric, welding procedure specification, and field weld
number. During production welding, the applicable WDC remains
in the immediate area, and when a designated hold point is
reached, further operation is not started until satisfactory:
verification of QC inspection has been established as evidenced
by sigrfoff of the QC inspector. After welding is completed,

h;
.

the WLC is transferred to the Project Welding Engineer for
final review and approval. All documentation accumulated on| ~

each weld is attached to the WDC for review purposes. Following
' approval bf the Project Engineer, the WDC is reviewed and

approved by Quality Engineering; and the total documentation
package is then forwarded to the QA Vault for permanent storage.

*
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9.2.5 Repairs to Base Metal and Weld Metal

Repair and examination of base and weld metal are made in
accordance with written procedures prepared by the Project
Welding Engineer using qualified welding and NDE procedures,
and certified inspectors and welders. The methods of reinspection
of base metal repair are in accordance with written repair and
NDE procedures. The methods of reinspection of weld metal
repair are at least the same as the one performed on the
original weld.

9.3 HEAT TREATMENT
When post weld heat treatment is required, it is performed to
the applicable welding procedure specification and to the
specified post-weld heat treatment procedures. Preheat and
interpass temperature controls is in accordance with the
applicable welding procedure specification. These procedures
are approved by Quality Engineering before their use.

9.4 BENDING

Procedures are established and qualified for the bending
process. Engineering reviews and approves the bending procedures
prior to their use. The bending procedure qualification tests
and procedure requirements require the following:

1. Number and location of test specimens;

2. Strain # calculations;

3. Testing on simulated similar items to be bent;

4. Impact testing, when required;
.

5. Minimum thickness required; and

2 6. Cross-sectional diameters, ovality and shape tolerances.

9.5 CHEMICAL CLEANING CONTROL

Chemical cleaning is required to be performed in accordance
with written procedures prepared by Construction and reviewedr

f and approved by Quality Engineering. Cleaning activities are

[ performed by trained personnel and monitored by certified
-

Quality Control inspectors.
I

10.0 kNSPECTION
!

Planned, written procedures for in process and final examinations
and inspections are prepared by Quality Engineering to ensure
conformance with documented instructions, procedures, and
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drawings. These procedures, when necessary, provide step-by-;

step instructions. To ensure that the procedures are carried
out and results are documented, detailed inspection reports,
drawings, and/or checklists are made a part of the procedures
for use by inspecting personnel.4

~.

Inspection procedures, instructions, and checklists contain,
'

~

as applicable, the.following prerequisities:

1. Identification of characteristics to be inspected;

2.- Identification of the individuals responsible for performing
the inspection operation;

'

3. Acceptance and rejection criteria;

i

4. A description of the aethod of inspection including-

equipment to be used;

5. Verification of completion and certification of inspection;

^

6. A record of the results of the inspection operation,.and

7. Mandatory hold points.'

.

Suppliers and Subcontractors are required to establish procedures
for in process and final examinations, tests and inspections4

at their facilities. These procedures comply with the applicable
quality and regulatory requirements.

10.1 INSPECTION PERSONNEL' ,

QC Inspectors are trained and/or certified in accordance with
Quality Assurance personnel training procedures...The respon-
sibilities of the shop and field inspectors includes visual
and physical inspection of the work or items; verification of
documentation; identifying Quality Assurance and Quality
Control problems; recommending, proposing, or initiating
action leading to a resolution of any recognized problem; and
verifying the corrective action taken is acceptable.

.To ensure-independence of the inspection group from the group
performing the activity, QC inspectors report te the QC Manager
who reports to the Project QA Manager. ; Vendor Surveillance

_ inspectors report to the Vendor Surveillance / Houston Coordination.
~ Manager who : reports to the Project QA Manager so that their-
independence from the: group performing the activity is ensured.

.

p2
-

,

e
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10.2 HOLD POINTS ,

10.2.1- Suppliers>

Before the start of any manufacturing or fabrication process
at a supplier facility, Quality Engineering will determine if.

in-process shop inspection is necessary. This determination
is based on the complexity of the process and the past performance
history of the supplier. If it is determined that in-process

inspection is necessary, Quality Engineering with the cooperation
of the supplier establishes hold points beyond which the
manufacturing or fabrication will not proceed without a shop
inspection by Vendor Surveillance. Waiver of such hold
points is made by the Project QA Manager.

10.2.2 B&R Construction and Fabrication

Before the start of a B&R construction activity or fabrication
process at the project site, Quality Engineering will review
the process and determine if in-process inspection is necessary.

i This determination will be based on the complexity of the
activity or process, the engineering specifications, quality
and regulatory requirements, and history of project or industry
- related problems for the specific activity. If it is determined

in process inspection is necessary, Quality Engineering ;

establishes hold points with Construction beyond which point ,

that activity or process will not proceed without a QC inspection. <

10.3. INDIRECT CONTROL OF INSPECTIONS

If. physical inspectioc3 of items or processes are impossible
or disadvantageous, a documented system of indirect control by
monitoring processing methods,' equipment and personnel functions
is provided. Both physical inspection and process monitoring

: is provided when control is inadequate without both.

10.4 INSPECTION OF REPAIRED ITEMS>

' -:
Inspections that are performed on repairs, modifications, and
replacements are performed as required in written approved4

procedures.

11.0 TEST CONTROL .

.

' -Test control procedures are established by Engineering for
design operability / qualification, by Construction for testing
of special processes, and by suppliers and. subcontractors for
product integrity tests. The responsible organizations-also
establish and Laplement procedures that when followed, demon-'

- strates the item will perform satisfactorily in service and

*
,
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seet the requirements of the Design Specifications. These
procedures are reviewed by Quality Assurance to ensure compliance
with quality or regulatory requirements before implementation.

11.1 TEST PROCEDURES

. Testing is performed in accordance with written test procedures
that incorporate or reference the performance or qualification
test requirements included in the Design Specifications or
other procurement documents.

Test procedures also specify the necessity for the following
test prerequisites:

1. Calibrated instrumentation;

2. Adequate and appropriate equipment;~

,
3. Trained, qualified and certified personnel;

4. Preparation, condition, and completeness of the test ites
to be tested;

a 5. Suitable and controlled environmental conditions;

6. Mandatory' inspection hold points for witness;'

[ '7. Provisions for data collection and' storage;

-8. Acceptance and rejection criteria, and

~9. Methods for documenting or recording test data results.

As an alternate, the required tests may be specified by reference.'

to proper Codes, standards, and approved procedures which
state criteria, acceptance levels, required examinations, and
certification requirements.

.11.2' INSPECTION OF TESTS

In-process and final inspection of testing activities at the
-site are in accordance with Section 10.0 of.this program to
ensure that adequate controls are established.

11.3 DOCUMENTATION

Elltestresultsaredocumentedbytheorganizationthat~

performed the tests. The test results are evaluated by the

organization requesting and/or performing the tests to ensure
.

the completed tests have met the requirements established in
the test procedures and design specifications.'

.

F
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# 12.0- CONTROL OF MEASURING AND TEST EQUIPMENT
:

Procedures provide for methods to calibrate and identify
Measuring and Test Equipment (M&TE), to notify Quality Control
and Construction of the status of M&TE, and to recall suspected
or damaged M&TE. Testing Laboratories and Subcontractors used'

for calibration of M&TE establish a system for the calibration<

of M&TE which complies with quality and regulatory requirements.>

Quality Engineering reviews Testing Laboratories / Subcontractors''

system to ensure it is a satisfactory program.<

12.1 CALIBRATION STANDARDS'

i

; Measuring and test equipment required to be calibrated are,

calibrated against measurement standards having known relationship
,

to national standards where such exist. Where required by
i National standards or other standards, reference standards are

maintained and used in an environment having the necessary
; temperature, humidity, and/or contamination controls, and are

supported by certificates attesting to the date, and accuracy
(conditions where applicable) under which the results were

,-

I furnished. If no reference standards exist for a particular
i piece of M&TE, the basis of calibration is in accordance with

the Manufacturer's recommendation.
~

Calibration standards are not required for standard off-the-shelfp
' measuring equipment which is not likely to change or drift

i during usage. Such devices are rulers, scales, and tape
! measures which need only to be inspected for evidence of
| damage or deterioration before usage.
|.

! 12.2 CALIBRATION OF MEASURING AND TEST EQUIPMENT
|

l' As described in procedures, all measuring and test equipment
are calibrated and properly adjusted at specified periods or
use intervals so accuracy is maintained within specified
. limits. Before calibration, all M&TE is assigned and permanently
identified with a serial number in an area of the instrument
that will not damage the instrument or interfere with its use.
M&TE is calibrated by trained personnel under the surveillance
of the Site Surveillance Group to ensure proper calibration
procedures are available and used in.the calibration process.
The calibration of all M&TE is documented; Quality Engineering
reviews these reports on a random basis.

| A-M&TE Master Index is maintained. The index identifies the
| calibration status, interval, item identification, and any -

[
condition affecting measurement control. The index is periodi-

L
cally reviewed by Quality Engineering to ensure they are

! complete |and that they reflect the current status of all the
( referenced standards and M&TE. ,

!
,

(
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All M&TE which are calibrated is labeled with a

: calibration label. The label will state calibration
| date,~dhe calibrator, and the next calibration due

date. This will complement the records maintained
on each piece of M&TE and will readily aid the user
in determining if a piece of equipment is within its*

next calibration due date.

12.3 DAMAGED EQUIPMENT;

Measuring and test equipment found damaged in service or
improperly maintained is identified and segregated from the

,

calibrated M&TE and its calibration sticker removed. After
the M&TE has been repaired and accuracy verified, a new calibra-
tion sticker is affixed on the MATE and the ites placed back
in service.p

12.4 INACTIVE EQUIPMENT

Measuring and test equipment that is inactive because of!

temporary or permanent termination of a construction activity,
,

is identified by affixing an inactive sticker to the equipment
or segregating it from the active calibrated equipment'.

12.5 NONCONFORMANCES
.

When nonconformances are noted and the M&TE is used for final
acceptance testing while out of calibration, a nonconformance
report in'accordance with Section 15.0 of this program is

L prepared. An evaluation is conducted to determine the validity
of previous inspections subsequent to the calibration check. -

The corrective action is reviewed, and when deemed necessary,-
| the item is reinspected using properly calibrated equipment.

- 12.6 TESTING LABORATORIES

If B&R elects to use standard testing laboratories to perform
calibration services, they are approved before award of contract

| in accordance with'Section 7.0 of this program. Certification
~ traceable to national standards (where such exist) are provided

for all' calibrations performed and transmitted to B&R for
( record storage and filing.
1

-12.7 ISSUANCE OF MEASURING AND TEST EQUIPMENT

{. Before'the issuance of M&TE, the facility attendant checks
equipment and logs out the equipment. Upon return of the
issued equipment, the attendant notes the return and condition
of the equipment.

!

B&R -38- OCTOBER 31, 1980
i



_. _ _ _ _ _ ._

,-. ,
,

,.. .

|; '

i i

! 13.0 HANDLING, STORAGE, AND SHIPPING
i

Detailed procedures have been developed and implemented to
ensure that handling, storage, shipping, and preservation of2

items are performed in accordance with approved instructions,'

procedures, quality and regulatory requirements. The implementa-
tion of the procedures are performed by personnel who are
trained and aware of the requirements of the procedures..

These procedures are reviewed and approved by Quality Assurance*

before their Laplementation. Engineering also reviews and
approves the procedures for engineered items.,

; 13.1 SHIPPING

! Engineering specifications and Purchase Orders provide adequate
instructions for marking and labeling items and their shipping
containers. Marking is adequate to identify, maintain, and
preserve the shipment, including the indication of the presence,

of special environments or the need for special controls such
as handling. All safety-related items are suitably protected
during shipment to prevent damage or deterioration of the item

i from environmental conditions.
i-
! 13.2 STORAGE

-

;

After receiving inspection has been performed, as outlined in,

Section 7.0 of this program, items are stored in appropriate
areas as determined by Engineering specifications and Manufac-

.

'turer's recommendations. Storage levels are comparable to,

l' vels required for packaging and shipping. Storage facilitiese
have controlled access to the extent required to prevent

,

unauthorized personnel from obtaining items. Maintenance,
' '

. care, and protection of items are delineated in Construction

|
or Material Management Procedures er as specified in the

j Manufacturer's instruction to prevent damage, deterioration,
or loss by environmental conditions. The withdrawal of items
from storage is controlled by procedures to confirm that
correct items are being released.

13.3 RANDLING

Items transferred 1to or removed from storage are handled by
Construction personnel in'accordance with procedures. When

! specified, critical, heavy, and major items are handled in
' accordance with the Manufacturer's instructions. Special
| handling tools and equipment are provided and controlled as

necessary to ensure ' safe and adequate handling.

l

i

i

I
.
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13.4 PRESERVATION-

Items subject to deterioration and damage from exposure to
air, moisture, or other environmental conditions while in
storage are kept preserved in accordance with the Manufacturer's

a instructions and applicable B&R specifications and procedures.

13.5 SPECIAL ITEMS

: When necessary for items such as critical, sensitive, perishable
~

or high value articles, specific procedures are written for
'

the handling, storage, packaging, shipping, and preservation
; of these items. These procedures include requirements for

special coverings, special protective environments, specific
moisture content levels, and temperature levels. These special
items are specified in engineering documents.4

14.0 INSPECTION, TEST, AND OPERATING STATUS

Responsible departments establish and implement procedures to
1 identify the inspection, test, and operating status of processes

and items. These procedures define areas requiring controls,
describe tags, stamps, labels, cards, and checklists provided
to accomplish the intent of this section, and provide for the
development of other means of status identification during the
design, procurement, and construction phases. The authority
and approvals required for originating or removing status
indicators are also described in the applicable procedures.

14.1 INSPECTION AT SUPPLIER'S SHOP
,

U on the approval and issuance of a procurement document, anp
: Engineering specification and other related documents, the

status of inspection and test activities at the Suppler's
'

Facility is controlled by Vendor. Surveillance through the use
of the Vendor Surveillance Plan and Vendor' Surveillance Report,
. Inspector's stamps, and other status indicators noted in
procedures applicable to the source inspection activity.

1
!

14.2 RECEIVING INSPECTION

Upon the receipt of safety-related items from the Supplier,
| receiving inspection is performed in accordance with Section

7.0 of this' program and applicable procedures specifying the
use of tags, stickers or other indicators applicable to the
receipt inspection activity.

.

.

i

I

|
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-14.3 IN-PROCESS CONTROL

The processing, fabrication, installation, or testing of
materials and equipment by Construction in accordance with
Project documents and Construction Procedures is reviewed,
monitored, and inspected by QC Inspectors. The QC Inspectors
use defined indicators as specified by Project procedures to
note the status of the construction activities.

14.4 NONCONFORMANCES

Nonconformances shall be indicated on Nonconformance Reports
as explained in Section 15.0 of this program. Tags, stickers
or other indicators are also used to identify the status of
nonconforming items and their resolution.

14.5 CONTROL OF STATUS INDICATORS

The control, issuance, use, and removal of status indicators
is the responsibility of the organization originating the
status indicator.

14.6' SUPPLIERS AND SUBCONTRACTORS

Suppliers and Subcontractors are required to establish and
implement a program to identify the examination and process
status of the purchased material or equipment.

15.0 NONCONFORMING MATERIALS, PARTS OR COMPONENTS

| Quality Assurance has established written procedures describing
| the controls used for the identification, documentation,

segregation and disposition / resolution of nonconformances.
These procedures identify individuals who are delegated the -

;
' responsibility and authority to approve the disposition of a

nonconformance report and establish methods of analyzing
nonconformance reports for quality trends. Nonconformances
are deficiencies in characteristics, documentation or procedures

! which render the quality of an item unacceptable or indeterminate.
|

| The documentation used by B&R for nonconformances identifies
the material or ites, describes the nonconformance, describes
the disposition or resolution and includes approval signatures
for the-disposition.

; 7

15.1 IDENTIFICATION-

It. is the responsibility of all B&R employees to report any
nonconformance to B&R Quality Assurance. Upon identification

! of _ a nonconformance as ' defined, a Nonconformance Report (NCR)
| is issued by Quality Assurance.
;

I
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The Nonconformance Report is completed stating the nonconformance
,

insofar as violation, events and/or physical conditions pertaining
to the nonconformance. Supporting documentation is referenced 1

or attached to the report if the documentation aids in under-
standing the nature of the nonconformance. |

!

15.2 SEGREGATION

Nonconforming items are tagged to note the nonconforming'

condition. If the item cannot be easily tagged, documentation
traceable to that ites is used to denote its nonconforming
condition. Where practical, nonconforming materials, parts or ,

,

components are segregated from acceptable items while in a !

hold status to prevent their inadvertent use.

15.3 APPROVAL FOR ISSUANCE !

' Nonconformance Reports, after being prepared, are reviewed by
Quality Engineering to ensure completeness and accuracy of the2

information stated. Any misunderstandings are resolved by*

Quality Engineering conferring with individuals reporting the .

'

| nonconformance. If satisfactory, the nonconformance report is
approved.

15.4 DISPOSITION AND IMPLEMENTATION
,

If nonconforming items or conditions identified during construc-
tion sctivities can be reworked to original design configuration

,

; -or brought into compliance through a " standard repair procedure",
! the NCR is dispositioned by the Lead QC Inspector and the
i Construction General Foreman. Once the disposition is complete,

the QC Inspector' removes the hold tags and work may proceed.
~

NCR's falling into this category are forwarded to Quality
Engineering for review, written approval, and record retention.

,

Since no design evaluation is required, it is not necessary to-
include these NCR's in the Material Review Board process.'

NCR's requiring design evaluation (i.e. those NCR's indentified !

as " repair" or "use-as-is") are forwarded by Quality Engineering
to the Materials Review Board (MRB). The MRB is an on-site
committee responsible for providing dispositions to all NCR's
requiring design evaluation. Concurrence by both the Engineering
and Quality Engineering representatives is required for disposi-
tion of an NCR. When the MRB review has been completed, the

,

signed NCR, with disposition noted is provided to HL&P Qualityi

Assurance for review of disposition to ensure concurrence that
QA program requirements have been implemented. During the
construction phase only, if a' disposition cannot be readily
obtained, the Site Manager may request of the Project QA
Manager a temporary waiver to allow controlled use of a:
nonconforming ites.

'
.

1
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The implementation of disposition of nonconformances is assigned
to:

1. Brown & Root Construction, when the nonconformance pertains
i to fabrication, erection, or construction activities

performed by B&R or B&R's subcontractors / vendors; or,
.

2. Brown & Root Quality Assurance when the nonconformance
pertains to quality assurance / control activities performed
by B&R or B&R's subcontractors / vendors; or-

I 3. Brown & Root Engineering when the nonconformance pertains
to design activities and/or engineered materials procured
by B&R; or

;

4. Houston Lighting & Power when the nonconformance pertains
to activities and/or materials procured by the NSSS
Vendor.

) Items dispositioned " repair" are repaired in accordance with
approved procedures and re-inspected by at least the same

i methods that found the nonconformance. Items dispositioned
" scrap" are tagged and are segregated to prevent their inadvertent

1

use prior to their disposal.

' 15.5 REMOVAL OF TAGS

Upon final close-out, all tags indicating the nonconforming :

status of the material or item are removed by Quality Assurance.

15.6 NONCONFORMANCE TRENDS<

Trend analysis is a systematic review of nonconformance experience
,

L to prevent future nonconformance by identifying and eliminating
underlying causes of past incidents.,

t

| The trend analysis program serves as a reliable method for
collecting data, an effective means of reporting the data, and
a vehicle for instituting corrective action when adverse

,

trends are identified. Quality Systems identifies the methods'-

to be used to collect data, the ways to categorize and monitor
deficient conditions by the use of quality indicators, data
normalization and graphic representation, and the methods of
reporting this information to management.

Trend analysis procedures define the list of documents.that
will be trended. Examples of documents included in the list
are: Nonconformance Reports; Corrective Action Requests;
Audit Deficiency Reports; Engineering Design Deficiencies; and
Vendor-Related Reports identifying nonconformances.

4
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| The results of the trend analysis are reported to Quality
Engineering for their review of suspect areas to determine4

i whether the incidents that make up a trend have a common
cause. If a common cause'is identified, Quality Engineering
will issue a Corrective Action Request for recurrence control.,

Once a corrective action is undertaken, Quality Engineering
;

i follows up and assures that the corrective action is satisfactory
and properly implemented.'

i '
t 15.7 STOP WORK ORDER (SWO)
.

The identification of a nonconforming condition may warrant a

F the Project QA Manager to stop work on a particular operation
until proper disposition of the deficiency has been approved.'

Characteristics that warrant a Stop Work Order (SWO) are
! established in applicable project procedures. If stop work

(_ action is warranted, the affected organization is verbally
t notified by the Project QA Manager. A Stop Work Order documenting

the reason work was stopped is initiated and issued to the
! affected organization. Authorization to resume work affected
' by a SWO is given by the Project QA Manager when responses,

corrective actions, recurrence controls and other requirements
have been satisfactorily responded to and have been determined

I to be acceptable.

16.0 CORRECTIVE ACTION

Procedures ensure that conditions adverse to quality are'

promptly identified, corrected, and action taken to prevent
recurence. These procedures also include a system for identifying

; and reporting significant deficiencies to HL1P and for instituting
'

corrective action.

Nonconforming materials or items are identified and documented'

on Nonconformance Reports, as described in Section 15.0 of
: this program. If corrective action is required, as decaed

necessary by Quality Engineering after their review of an NCR,,

a Corrective Action Request (CAR) is initiated. CAR's may -

also be issued to identify for correction, significanc or
repetitive conditions adverse to quality.

r

The CAR's have specified time limits for taking responsive
action and may constrain or hold work on specific tasks. A
failure to respond within the time limits may result in issuance
of a Stop Work Order. After a CAR is issued, Quality Engineering
determines when corrective action has been taken, and whether
it was effective in preventing recurrence of the problem. A
Stop Work Order may be issued if it is found that the corrective
action has been ineffective.

,

I
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17.0 QUALITY ASSURANCE RECORDS

Brown & Root has established a record management program in
which storage, control, retention, and accessiblity of QA
records are listed; origination and retention responsibilites
are defined; and retention times are listed. Procedures have
also been eccablished which outline the specific identification
system and categories to facilitate interface with the identifica-
tion used by the Nuclear Steam Supply System (NSSS) and other
suppliers.

.

17.1 PROCESSING OF QUALITY ASSURANCE RECORDS

All QA records are reviewed for conformance to requirements,
legibility, completeness, and traceability to the item or
activity being documented.

17.2 STORAGE
*

Quality Assurance records retained at the Houston offices or
at the Site are stored in central files within Engineering,
Procurement, or Quality Assurance. Duplicate QA record storage
facilities are maintained in separate and remote locations,

j The QA records storage facility at the Site is constructed and
' located to protect the contents from possible destruction by
j causes such as fire, floods, tornadoes, insects, rodents, and

from possible deterioration by a combination of extreme variations'

in temperatures and humidity conditions and may be used in
lieu of duplicate storage.

! 17.3 FILING
|

| QA records are filed in such a manner as to provide timely
; retrieval. An index system is established to identify QA

records, where records are stored, and the location of the
records within the storage area.

17.4 ACCESS CONTROL

The cognizant managers maintain a list of personnel who have
been authorized admittance to the respective record storage
areas. Personnel not on the list may be admitted to the

,

storage areas with approval from the cognizant managers only.
~

| 17.5 REMOVAL OF QUALITY ASSURANCE RECORDS
i _.

i Records may be examined within the storage area. Methcos are
! established to control the removal and return of QA records

from the storage facility. These methods reflect the following:

t

!
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1. Approval by the cognizant Manager for removal of each
record.

2. Logging of the record to be removed and the date of
removal.

3. Individual obtaining the record and date to be returned.

4. Follow-up to assure timely return of the records.

17.6 RFVISION

Quality Assurance records may be supplemented or revised.
These supplements or revisions are originated, processed, and
distributed in the same manner as the original records.

17.7 DISPOSITION-

QA records are retained at the prescribed location by the
assigned organization according to procedures, until the
records are required by HL&P.4

-18.0 AUDITS

A system for both internal and external audits is established
in QA procedures approved by the QA Manager - Power Group and
implemented by the Q.A. Audit Manager. These procedures

planning and scheduling audits,#g and qualifying auditors,
specify requirements for trainin

implementing an audit, pre-
paring a formal audit report, and resolving any audit findings.
Internal audits include all B69 activities and external audits
include the activities of Suppliers and Subcontractors.

A system of. management audits shall also be established to
audit the activities of Quality Assurance and to verify compliance
with, and effective imp?ementation of, all aspects of a QA
Program.

I 18.1 QUALIFICATIONS OF AUDITORS

Personnel performing audits are trained and qualified in
accordance with the Quality Assurance personnel training
procedures. Personnel qualified to perform audits are independent
of any direct responsibility for the activities being audited.'

At least one audit team member must be experienced or trained
in the discipline being audited.
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18.2 PLANNING AND SCHEDULING AUDITS

Audit functions are prescheduled and documented by the QA
Audit Manager. The frequency of audits is based on the safety
importance and status of activities being performed. Each
element of the complete QA program, including site activities,
is audited at least annually.

Supplemental audits are performed, as required, whan significant
changes are made in functional areas of the QA Program, when
there are repetitive nonconforming conditions, or when it is
necessary to verify Leplementation of required corrective
action. These audits are requested by either the Project QA
Manager or the QA Manager-Power Group.

18.3 IMPLEMENTATICN OF AUDITS

Audited organizations receive written notification before a
scheduled audit in order to establish proper interface.
Personnel performing the audit prepare an audit checklist
consisting of questions extracted from applicable specifications,
codes, plans and/or procedures to which the audited organi.zation
is committed. The audit checklist is reviewed and approved by
the QA Audit Manager or his identified designee. On the date
of the audit, a preaudit meeting is conducted with the management
of the audited organization to discuss the audit sequence and
to establish channels of connunications. After the preaudit

i

meeting, the audit is conducted and results recorded on the'

j audit checklist. At the conclusion of the audit, a post-audit
meeting is held to discuss the audit findings with management4

personnel of the audited organization. Corrective action
responsibilities are assigned, and response times are established.

,

.

18.4 AUDIT REPORTS

! After the audit is completed, a formal audit report is pre-
| pared by the audit team leader and forwarded to the QA Audit
|: Manager or his identified designee for approval. This report

|
contains, as a minimum, an analysis of observations /reconnenda-
tions,'the indentification of individuals contacted during the

[,

audit, the scope of the audit, and any Audit Deficiency Reports
(ADR).

| The audit report is issued within 30 days after the audit and
sent by formal letter to the audited organization, HL&P, the<

Project QA Manager, the QA Manager - Power Group, and the
QAMP3 members.j

! .

-.
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18.5 AUDIT DEFICIENCIES
,

All deficiencies noted by an auditor are noted on the audit
checklist and formally documented on an ADR. The audited
organization documents the corrective action taken or to be
taken, including action to prevent recurrence of the defi-
ciency on the ADR, and returns the ADR to the QA Audit Manager.

.The QA Audit Manager or his identified designee reviews the
corrective action taken to ensure it will resolve the deficiency.
If the corrective action is found to be satisfactory, the ADR
is closed unless verification in required. Follow up action
is performed by verification of corrective action when necessary. :

Audit deificencies that cannot be resolved at the Project
level shall be referred to the next meeting of the QAMRB for
resolution.

,

.

;

!

.

:
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TABLE 1

PROJECT QUALITY ASSURANCE DEPARTMENT FUNCTIONS

Quality Engineering

1. Reviews Purchase Orders for compliance with QA requirements.

2. Reviews selected design documents for compliance with QA requirements.

3. Reviews and approves nonconformance reports.

4. Reviews design change notices and field change requests for compliance
with QA requirements.

5. Prepares quality control inspection plans in conjunction with
Construction Engineering. ;

6. Reviews and approves quality-related construction record packages.

7. Resolves QC technical problems.
i

8. Reviews and approves quality /construcpion procedures.

9. Prescribes training programs for QA personnel qualification and
certification.

Quality Control

.

1. Inspects construction activities as directed by Quality Engineering
in their inspection planning instructions.

2. Assures certified QC inspectors are utilized.

3. Coordinates and reports construction inspection results.

4. Prepares nonconformance reports as required.

5. Assures inspection equipment is properly qualified and calibrated.

6. -Performs nondestructive examination on site for B&R activities.

..

.

.
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TABLE 1

PROJECT QUALITY ASSURANCE DEPARTMENT FUNCTIONS
(Continued)

Quality Systems

1. Prepares and maintains the Project QA Manual.

2.- Coordinates preparation of QA procedures.

3. Coordinates B&R QA Records turnover.

4. Maintain site QA records.

5. Coordinates draft responses to Site NRC Inspection Reports.

6. Coordinates respanses to HL&P and B&R site audits.

7. Prepares monthly QA operations reports and quarterly QA nonconformance
trend analysis reports.

8. Coordinates QA training and certification program.

Vendor Surveillance / Houston Coordination

1. Performs vendor inspections as required by Quality Engineering in
their inspection planning instructions.-

2. Assures certified Vendor Surveillance inspectors are utilized.
.

3. Coordinates and reports vendor inspection results.

4. Prepares nonconformance reports as required.

i 5. Coordinates corporate audits and corrective actions.

6. Coordinates QA activities related to Engineering and Procurement
activities.

7. Coordinates responses to HL&P and B&R audits other than site audits.

..

1
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TABLE 1'

PROJECT QUALITY ASSURANCE DEPARTMENT FUNCTIONS
(Continued)

Site Surveillance

1. Assures qualified personnel are utilized.

2. Schedules and conducts surveillance programs on site activities.

3. Assures adequacy of corrective action resulting from their surveillance
activities.

4. Reports results of surveillance activities to the Project QA Manager.

.

.

.

.

.

.

.
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TABLE 2

ANSI STANDARD AND REGULATORY GUIDE COMPLIANCE

The'B&R STP Quality Assurance Program complies with the following ANSI
Standards and implementing Regulatory Guides except as noted:

STANDARD TITLE

ANSI'N.45.2-1971 Quality Assurance Program Require-
R.G. 1.28(Rev.0,6/72) ments for Nuclear Facilities

ANSI N.45.2.1-1973 Cleaning of Fluid Systems and Asso-
,

R.G. 1.37(Rev.0,3/73) ciated Components During Construc-
tion Phase of Nuclear Power Plants

" ANSI N.45.2.2-1972 Package, Shipping, Receiving, Storage
R.G. 1.38(Rev.0,3/73) and Handling of Items for Nuclear

Power Plants

ANSI N.45.2.3-1973 Houskeeping During the Construction
R.G. 1.39(Rev.0,3/73) Phase of Nuclear Power Plants.

ANSI N.45.2.4-1972 Installation, Inspection and Testing
R.G. 1.30(Rev.0,8/72) Requirements for Instrumentation and

Electric Equipment During the Con-
struction of Nuclear Power Generating

i Stations

| ANSI N.45.2.5-1974 Supplementary Quality Assurance Require-
(see Notes 1 and 2) ments for Installation, Inspection and

.

Testing of Structural Concrete and
; Structural Steel During the Construction*

.

Phase of Nuclear Power Plants*

ANSI N.45.2.6-1973 Qualifications of Inspection, Examination
R.G 1.58(Rev.0,8/73) and Testing Personnel for the Construc-

tion Phase of Nuclear Power Plants

( ANSI N.45.2.8 ' Supplementary Quality Assurance Require-
| (Draft 3, Rev.3, 4/74) ments for Installation, Inspection and
| Testing of Mechanical Equipment and Sys-

tems for the Construction Phase of'

Nuclear Power Plants;

ANSI N.45.2.9-1974 Requirements for Collection, Storage
R.G. 1.88(Rev.0,8/74) and Maintenance of Quality Assurance

Records for Nuclear Power Plants,

|
j ANSI N.45.2.10-1973 Quality Assurance Terms and Definitions

R.G.'1.74(Rev.0,2/74)'

|

[
!

| .
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TABLE 2

ANSI STANDARD AND REGULATORY GUIDE COMPLIANCE
(Continued)

STANDARD TITLE

ANSI N.45.2.11-1974 Quality Assurance Requirements for the
R.G. 1.64(Rev.2,6/76) Design of Nuclear Power Plants

ANSI N.45.2.12 Requirements for Auditing of Quality
(Draft 3, Rev.4, 2/74) Assurance Programs for Nuclear Power
(see Note 3) Plants

ANSI N.45.2.13 Quality Assurance Requirements for
(Draft 2, Rev.4, 4/74) Control of Procurement of Items and

Services for Nuclear Power Plants

ANSI N.101.4-1972 Quality Assurance Requirements for
R.G. 1.54(Rev.0,6/73) Coatings Applied to Water Cooled Nuclear

Power Plant

Exception Notes

1. ANSI N.45.2.5-1974, Section 4.8, states " Pumped concrete aust be
sampled from the pump line discharge". In lieu of this statement,

.in-process strength samples of pumped concrete are taken at the
delivery point. Correlation tests of air content, slump, and
temperature are performed to verify these plastic properties of the
concrete at the placement point in accordance with the following

'frequency requirements:
.

A. A minimum of 2 correlation tests are performed for each pumped
placement exceeding 200 cu. yds.

B. .0therwise, a minimum of 2 correlation tests per week are
performed when any individual pumped placement during a week
requires delivery of more than one truckload of concreta.

C. During a week when a pumped placement exceeding 200 cu. yds,
is made, the correlation tests performed on that placement
will satisfy the weekly requirement for performing two correlation
tests as specified in Item B above.

When any of tha specified limits and tolerances on loss of air
content, slump, or temperature are exceeded at the placement point,
. correlation tests between the delivery point and placement point
will be accomplished for each 100 cu. yds. of concrete placed as

.

P
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TABLE 2

ANSI STANDARD AND REGULATORY GUIDE COMPLIANCE
(Continued)

'

long as' limits and tolerances are exceeded. If two consecutive
tests are out of tolerence, corrective action will be implemented
to assure that subsequent loads awaiting discharge into the pump
are within tolerances for the placement. This will be accom-
plished by adjusting the plastic property requirements of the
concrete at-the pump intake.

" Correlation Tests", " Delivery Point", and " Placement Point" are as
defined in ANSI N./1.2.5-1978, Section 1.4.

2. Samples and frequency for cadweld testing is in accordance with
ACI-359/ASME Section III, Division 2, issued for trial use and
comment in 1973, including addenda 1 through 6, (see Sections
3.8.1.6.3 and 3.8.3.6.3 of the STP Final Safety Analysis Report).

3. If a work activity and contract is for a two-month period or less,
an audit is not necessary when a facility preaward audit has been
conducted.

.

O

t

..

.
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TABLE 3
,

STP QUALITY ASSURANCE PROCEDURES -

Procedure 10CFR50, App. B
Number Title Criteria

QAP-1.1 QA Organization I

QAP-2.1 QA Personnel Development II

QAP-2.2 QA Training II

QAP-2.'3 Site QA Personnel Examination II
and Certification

QAP-2.4 Audit Personnel Certification II, XVIII

QAP-2.5 Vendor Surveillance Personnel II, VII
Examination and Certification

QAP-3.1 Engineering Quality Assurance III

QAP-3.2 Field Design Changes III

QAP-4.2 Houston Purchasing Activities IV

QAP-4.3 Field Purchasing Activities IV

QAP-5.1 Subcontract Quality control Services IV, VII

QAP-5.3 Surveillance of Pittsburgh Testing VII
Laboratory

QAP-5.4 Structural Integrity Test VII
*

QAP-5.5 Nechanical Subcontract Surveillance VII
Activities

QAP-5.6 Post-Tensioning VII.

QAP-5.11 Site Geotechnical Surveillance VII

QAP-6.1 Procedure Development V, VI

QAP-6.2 QA Manuals,_ Procedures and Instructions V, VI
Control

..

'

.

"
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STP QUALITY ASS 11RANCE PROCEDUREb
(C:ntinued)'

. Procedure 10CFR50, App. B
Number Title Criteria

QAP-6.3. QA Fo ss Control VI

QAP-6.4 QA Document Review V, VI-

QAP-7.1 Vendor Surveillance Organization I, VII

QAP-7.2 Vendor Surveillance and Houston Coordin- VII
ation Activities

QAP-10.1 Inprocess Inspection and As-Built X
Verification Planning

QAP-15.1 Nonconformance Control XV

QAP-15.2 Stop Work II, XV

QAP-15.3 Potentially Reportable Deficiencies XV

QAP-15.4 Trend Analysis XV

QAP-15.5 Field Inspection Reports X, XV

QAP-16.1 Corrective Action Requests XVI

QAP-17.1 Records Control XVII

.QAP-18.1 Audit Program XVIII

QAP-18.2 Site Surveillance XVIII

NDEP-1.1 NDE Procedure and Instruction IX
Qualification

NDEP-2.1 Radiographic Examination IX

NDEP-3.1 Visual Examination IX
.

..

.
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STP QUALITY ASSURANCE PROCEDURE
(Centinutd)

. .

Procedure 10CFR50, App. B
Number Title Criteria

.

NDEP-4.1 Liquid Penetrant Examination IX

NDEP-5.1 Magnetic Particle Examination IX

NDEP-6.1 Ultrasonic Examination IX

NDEP-7.2 Gas and Bubble Formation Leak Testing IX
.

.

.

_.

.
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STP ENGINEERING PROCEDURES

.

-Procedure 10CFR50, App. B
Number Title Criteria

GR-001 STP Engineering Procedures Manual V, VI

{ GR-002 Project Organization I

GR-003 Design Quality Program II
,

GR-004 Certification of ASME Documents III

DC-001 Preparation and Control of Project V
Procedures

.DC-002 Drawing Control III, V

DC-004 Foreign Document Processing III, VI

DC-005 Preparation and Control of Engineering III, IV, VII
Specifications

*

DC-007 Preparation and Control of Systen III
Design Descriptions

DC-008 Calculations III -

DC-009 File and File Storage XVII

DC-010 Codification III, VIII, XVII

DC-011 Document Distribution VI

DC-012 SAR Change Control III

DC-013 Change Notice Control III

DC-014 Document Review Comment Process III

.DC-015 Design Verificatica III

DC-016 ALARA Review III

DC-017 Computer Program Documentation III

DC-019 Technical Reference Control III

DC-020 Records Turnover III, VI, XVII

DC-021 Engineering Design Deficiencies III, XV, XVI

DC-022 Nonconformance Reports III, XV, XVI,

.
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**
STP ENGINEERING PROCEDURES

(Centinued)

Procedure
,

10CFR50, App. B
Number Title Criteria

DC-023 Field Change Requests III
,

DC-024 Supplier Deviation Requests III, IV, VII

'
DC-025 Studies and, Reports III

DC-027 Special Tasks III
.

DC-028 Design Change Control III

DC-029 Change Review Board III

AD-002 Qualifying Suggested Bidders' IV, VII

Engineering Capability and Experience
,

AD-003 Preparation of Inquiry Packages for IV, VII

Engineered Equipment
AD-004 Bid Evaluation of Engineered Equipment IV, VII

AD-007 Preparation of Material Requisitions IV,VII

PN-006 Personnel Indoctrination and Training II

PN-008 Computer Program Use III' ,

I
.

4

;

_.
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' TABLE 5" .

~ ~ ^

,

, . .

STP MATERIALS MANAGEMENT PROCEDURES

Procedure 10CFR50, App. B
Number Title Criteria>

,

MM-MMC-01 Houston Material Control IV, VII
~

MM-SP-03 Site Purchasing IV

MM-SW-08 Site Warehouse VII, XIII

Nd-SMC-20 Site Material Centrol IV, VII

PP-005 Engineered Equipment Procurement IV

PP-006 Bulk Material Purchasing IV

PP-007 Engineered Equipment Change Orders IV

PP-008 Bulk Material Change Orders IV

PP-021 Engineered Subcontracts IV
,

PP-022 Field Subcontracts IV
>

PP-023 Engineered Subcontract Purchasing IV
~

PP-024~ Field Subcontract Purchasing IV

PP-025 Engineered Subcontract Change Orders IV

PP-026 Field Subcontract Change Orders IV

GCP-6 Field Sponsored Subcontracts IV
(Under $100,000)

GCP-9 Bid Comparison, Recommendation IV
and Draft of Field Subcontracts*

GCP-23 Field Sponsored Subcontracts IV
(Over $100,000)

GCP-25 -Field Sponsored Subcontract IV
Change Order

i

'GCP-27 Bidder Evaluation IV-
;

GCP-28 Preparation of Field Requisitions IV
..

.

:

.
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STP CONSTRUCTION PROCEDURES

Procedure 10CFR50, App. B
Number Title Criteria

- CCP-1 Construction Surveys X

CCP-2 Structural Backfill X

CCP-9 ECW Pond Embankment Earthwork X

CCP-10 Rigging X

'

CCP-14 Vibroflotation X

CCP-15 Fabrication of Miscellaneous and X
Structural Steel

CCP-20 ECW Pipe Excavation and Backfill X

CCP-21 ECW Pond Concrete Paving for Erosion X
Protection

CCP-22 ECP Soil Cement Erosion Protection X

CCP-23 Installation of Safety-Related Concrete X
Bolts.

CCP-25 Quality / Construction Concrete X
Procedure

; CPP-1 -Qualification of Coating Application II, IX -

Personnel-Service Level I Steel

CPP-2 Coating Service Level I Steel IX

CPP-5 Coating Service Level II Steel and IX
Concrete

CPP-6 Coating Service Level I Concrete IX,

DCP-1 Document Control Centers General V, VI

Procedure

ECP-2 Meggering X

!

! ECP-6 Electrical Installations X

ECP-9 Cable / Raceway Installation and X ,

Documentation_.

GCP-1 Preparation and Control of Quality / V

Construction Procedures
.

i
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.'_, ,- '. STP CONSTRUCTION PROCEDURES ~ '

'

(Centinued).

Procedure 10CFR50, App. B
Number Title Criteria

GCP-4 Housekeeping II

GCP-13 Indoctrination & Training II

GCP-21 Field Change Request III

GCP-22 Receiving and Receving Inspection VII, XIIIe

GCP-30 Turnovers XI, XIV, XVII,

GCP-32 Temporary Waiver Request XV>

GCP-34' Permanent Item Transfer VIII

I GCP-35 Storage and Maintenance XIII

GCP-36 Field Change Notice III
,

'

GOP-15 Field Work Authorization X

GOP-16 Clearance Control XI, XIV
4

GOP-17 Beundary Tags-- XI, XIV
, _

'

GOP-23 Control of Field Sketches V

f GOP-24 Processing Foreign Documents VI

GOP-34 Document Subdistribution Control VI'
-

,

ICP-1 Receiving, Functional Check, Storage XIII, XIV
and Handling of Instrumentation

ICP-2 Calibration of Electronic Distance XII

Meters

ICP-3 General Calibration Procedure XII-

ICP-5 Fabrication and Installation of X.
Instruments and Instrument Sensing
Lines*

;

MCP-1 Trenching and Backfill X

MCP-2 Fabrication and Installation of X
Safety Related Piping Systems

.
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STP CONSTRUCTION PROCEDURES"

,

* *
(Centinued)

Procedure 10CFR50, App. B
Number Title Criteria

MCP-3 Safety-Related Mechanical Equipment X
Installation

MCP-5 Handling and Tagging of Piping Valves VIII, X, XIII

MCP-6 Pressure Testing for Piping Subsystems X, XI
and/or Components

MCP-7 Field Fabrication and Installation X
,

i of Pipe Hangers and Supplementary
Steel Supports

MCP-9 Bolt Torquing for Mechanical Equipment X;

and Piping"

MCP-10 Setting the Reactor Vessel X

MCP-13 Mechanical Fabrication and Instal- X
lation

,

MOP-3 Review and Documentation of Isometric V
Drawings and Support Drawings ,

MOP-4 Drafting and Processing Piping V
Isometrics

MOP-6 - Traveler Package V

MECP-1 Qualification of Welders and Welding II, IX

Operators. .,

.MECP-2 Field Fabrication and Erection of IX
Structural Steel-

MECP-4 - Field Fabrication and Welding of IX
- Piping Systems and Components -
Nuclear

.

'

MECP-5 Post Weld Heat. Treatment IX
'

MECP'8 Control of Welding Material IX- .

'MECP-9 - Field Welding and Inspection of IX
_.

- Instrument: lines
.

'
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STP CONSTRUCTION PROCEDURES.

' * *

(Centinued)

Procedure 10CFR50, App. B
Number Title Criteria

MECP-12 Stud Welding IX

WECP-2 Oxygen Indicators IX

WECP-4 Field Welding of Aluminum Bronze Pipe IX

WECP-5 Instructions for Weld Documentation IX

WES-001 Materials Engineering Specification IX

WES-ll Electronic Alignment, Performance IX
Verification, and Maintenance of
Automatic Welding Systems .

WES-12 Main Coolant Loop Pipe Welding IX

WES-13 Insurance and Control of Purge Dans IX

WES-14 Procedure for Requesting NDE IX

.

4

-

.
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ATTACHMENT 2

RESPONSES TO NRC QUESTIONS ON
STP QUALITY ASSURANCE PROGRAM DESCRIPTION

Q-la) Submit into the docket of the South Texas Project (STP) Houston
Lighting & Power (HL&P) and Brown & Root's (B&R) improved QA
program controls discussed in the HL&P July 18, 1980 response to
the Order to Show Cause dated April 30, 1980 and at the open

.

public meeting August 19, 1980 as a revision to the QA program
description presented in Chapter 17 of the STP Preliminary Safety

,

Analysis Report. Your response should clearly indicate that the
previously docketed QA program description is superceded by the
new submittal.

.

A-la) Part A of Attachment 1 is the revised QA Program Description for
| Houston Lighting & Power and Part B of Attachment 1 is the
!- revised Brown and Root Quality Assurance Program Description.

These revised QA program descriptions supersede the previously
docketed QA program descriptions presented in Chapter 17 of the

i STP PSAR.

Q-lb) Provide a commitment in your revised QA program description to
: notify NRC of changes to the docketed QA program description, for

review and acceptance, prior to implementation except for
.

organizationel changes which are to be reported within 30 days!

after announcement. (Note-editorial changes or personnel
reassignments of a non-substantive nature do not require NRC

.' notification.)

A-lb) Refer to section 2.11 of the HL&P QA Program Description.
,

!

, Q-2) Provide in your response to item 1 above the additional informa-
tion requested below which was previously addressed at the public

;

meeting of August 19, 1980.'

Q-2a) Describe, both in descriptive form and through organizational>

charts HL&P and B&R organization structures relative to the STP
with particular emphasis on the QA organizations and their
interaction between HL&P and B&R personnel.

!
A-2a) This information is presented in section 1.0 of the HL&P and B&R

QA Program Descriptions. ,

Q-2b) As outlined in your response to the Order to Show Cause, dated
'

July 28, 1980, the HL&P. organization establishes Quality
Assurance Supervisors in ecch of the major disciplines such as

p civil, structural, and eler.trical instrumentation. How will each |

of these HL&P Supervisors provide programmatic direction to -86R
*

on matters related to his discipline? Is it planced to have a
_,

. direct interface with B&R Quality Engineering of the same'

,

discipline?

A-2b) The Quality Assurance Supervisors have a direct interface with-

B&R Quality Engineering of the same discipline. They provide
programmatic direction to Brown & Root through implementation

7

I
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ravisw (ao dsfinsd in tha intrcductica to tha KL&P Quality
! Assurance Program Description), reviewing and approving

procedures applicable to the respective discipline, and
: indentifying_and resolving deficiencies. This activity involves

a virtually continuous interface between the HL&P QA Supervisors
and B&R Quality Engineering.

Q-2c) Describe the extent to which QA individuals in HL&P and B&R
! participate in design and construction daily staff meetings to

(a) keep abreast of daily work assignments, (b) assure adequate'

QA attention and controls are applied to quality affecting
activities, and (c) assure adequate QA/QC staffing is available
to accommodate daily work assignments and assist in resolving
problem areas.

l A-2c) -Quality Control Superintendents and/or Inspectors attend weekly.

planning and scheduling meetings, in addition to other planning
.

meetings, for their respective disciplines. During these[
' meetings work schedules are confirmed, permitting Quality Control

to assign the required number of qualified personnel to ensure
adequate attention and controls are applied to activities
affecting quality. An example of these meetings is the
preplacement and post placement meetings held in association with
safety-related concrete placements.

;

!

Brown & Root Quality' Engineering meets with design and
, construction staff personnel at periodically scheduled meetings'

to determine quality requirements for scheduled activities and.to
assist in the resolution of problems. Additionally, Quality
Engineering interfaces with HL&P QA and B&R design and
construction personnel to assure adequate attention to activities;

'

j affecting quality.
,

HL&P Discipline QA and Quality Systems personnel monitor B&R
Construction and published meeting schedules to plan HL&P QA/QC
participation.

r

Q-2d) Describe your QA program for transferring responsiblities and
control of quality-related activities from the principal
contractors to HL&P during the phase out of design andj

|-
construction activities.

f
~ A-2d) HL&P and Brown & Root Project Quality Assurance are in the

process of establishing and documenting a program fori

transferring responsibilities and controls for quality-related
activities from B&R to HL&P during phaseout of
design / construction and during preoperational testing ano plant
turnover. This program will be implemented prior to
preoperational testing. Refer to section 2.10 of the revised~'

! HL&P QA Program.
..

$

,

|' ,

i
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Q-2a) In ycur rsspenss to tha Ordar-to Sh:w Crusa, you stete that HL&P
,

is attempting to improve the attitude of the QA/QC personnel
through insistence on adherence to procedures, emphasis on the
independence of the QA/QC function, and improved supervisory
support for the QC inspectors. Describe in greater detail how"

the development and maintenance of the proper QA/QC attitude will
be monitored. What management steps are contemplated should'

departure in expected performance be identified?
q

A-2e) Brown & Root Construction / Quality Assurance holds periodic'

meetings in which Construction and Quality Assurance personnel'

express their concerns. These meetings are chaired jointly by
the Project QA Manager and the Construction General

,

Superintendent. There have been two such meetings and more will
1 be scheduled as required. From these meetings, management has a -

; better understanding of the real problems and can take measures

[
for correction. The B&R Quality Assurance Management Review

i
Board, which meets periodically with HL&P annagement

!
participation, reviews Quality Assurance activities, including
attitudinal and other matters, and provides management direction

! in the implementation of the Quality Assurance program.

(. If disagreements arise in the field between QC and Construction
!' personnel, they will be elevated to the next level of management
!- for resolution. This method of problem solving has been

delineated to the B&R Quality Assurance and Construction
personnel as described in the " South Texas Project Quality,

Assurance Program" provided as Exhibit 19 to HL&P Response to the
Order to Show Cause (July 28, 1980).'

'
,.

HL&P is monitoring the development and maintenance of QA/QC'

attitudes by reviewing the training programs, talking to QA/QC
|

personnel to keep abreast of their. current attitudes and
performing implementation reviews to evaluate their

|
effectiveness. HL&P management is in close contact with B&R'

.

management to prevent poor QA/QC attitudes. However, shouldj'
|

departure from expected performance occur, HL&P management will
' take action based on the specific cause of that departure by such

sensures as requiring changes in structure, personnel or training
programs.

Q-2f) Provide a matrix of recommendations proposed by Bechtel and MAC
~

and HL&P's evaluation of each recommendation. In those cases
'where the recommendations were not accepted, the basis for the
rejection should be described.-

!

A-2f) See attached copy of letter ST-HL-AE-548.

Q-2 ) (1') Describe the extent HL&P will implement Bechtel's
~

3 recommendations relative to (a) competitive salary ranges
for QAEs and (b) ratios of staffing levels for QAEs and QCEs

.both at HL&P and B&R.-

,
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(2) Provida a comparicica of nsw otaffing and qualification
plans for HL&P and B&R relative to the prior situation and
describe your criteria for determining when supplementary
personnel from MAC are no longer necessary.

A-2g) (1)(a) Management Analysis Company is preparing a report which
will present recommendations to HL&P regarding Quality
Assurance activities. The recommendations will address
job descriptions and titles, personnel qualifications and
salary ranges.

(1)(b) HL&P projected staffing levels of Quality Assurance
personnel will exceed the ratio suggested by the Bechtel
review.

Brown & Root does not establish a ratio in their staffing
for QAEs and QCEs. The policy has been " hire qualified
people to perform the task in question". At the present
time B&R has a staff located at the site of over 240
people which includes 23 Quality Engineers (QAEs) and 132
Inspectors (QCEs).

(2) As indicated in response to Show Cause, (p 1-18, Sec. D)
approximately 25 full time professional personnel were in
HL&P_ Project Quality Assurance as of the end of April, 1980.
At that time the need for an additional twenty personnel was
identified and. recruiting these personnel began. Since

,

then, a more refined assessment of staffing requirements has
been made in light of changes to the QA program in' response
to the Show Cause Order. This staffing assessment was
summarized in a submittal to NRC (letter ST-HL-AE-451, G.W.
Oprea, Jr. to'K. Seyfrit, dated 9/24/80, copy attached). . i

As permanent replacements are recruited and management is
confident in their ability to properly. perform their duties,
MAC personnel will be phased out or shifted to other
assignments. Consideration will be given to certifications,
previous experience, observed ability to perform on the
South Texas Project, and level of quality assurance activity
required to support the project in the individuals assigned
position.'

i The most.significant change made to the B&R QA organization
was -in the Quality Engineering function for the project.-
The Brown & Root Quality Engineering staff previously was
located in the Houston Offices and comprised of only 3
Quality Angineers' supporting the South Texas Project. This
group was moved to the site in June, 1980, and joined the 6
, Quality Control Engineers at the site. This was,,

supplemented with 5 Engineers from Management Analysis
Company (MAC). The current Quality Engineering staff at the

. Brown & Root has instituted an aggressive-jobsite is 23.~

recruiting program in order to replace the MAC personnel by
.

t

*
- - - - _ _ _ _ _ _
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the fall of 1981. MAC parsennal will ba relacead only whsn
i qualified personnel have been hired by Brown & Root and have

become fully-functional in their job assignment.
.

Q-2h) Your response to the Order to Show Cause contains many,

commitments in a number of quality assurance and construction'

' areas with completion of these commitments over a time span.
Describe in detail your system to track and ensure completion of
required commitments before recommending restart of work in a
particular area.

A-2h) HL&P Management has produced a master list recording the statua
of actions to complete all commitments. These action' items are'

coordinated with the NRC Resident Reactor Inspector on a daily

basis. Each of these actions is assigned to an individual for'

- completion by'a particular due date. Priorities are assigned to
i meet NRC's schedule for review and close-out of the individual

items. The Executive Vice-President and the Manager, Houston

Operations, on.a weekly basis, review the status of actions to. , .

assure completion of these commitments.

Q-21) You state in the response to the Order to Show Cause that key
HL&P personnel are being retrained in basic priniciples of
quality assurance. Indicate whether this is intended to be a

1 continuing program, also identify who is responsible for
administering, controling, and evaluating this training.4

A-21) The Quality Assurance indoctrination program was administered to
key individuals and will be applied to new personnel. The
program is administered and controlled by the Houston Quality
Assurance Manager in Houston and by the Supervisor, Quality
Systems at the STP site. The effectiveness of this program is
determined through the result of Quality Assurance audits. Refer
to section 2.6 of the HL&P revised Quality Assurance Program

|. Description.

~ Q-2j) -(1) In regard to qualification of personnel, describe-the
,

criteria for determining when upgraded qualifications are
achieved for personnel both within HL&P and B&R. Will-

! proficiency tests be given to personnel performing
| activities affecting quality and acceptance criteria
[

developed to determine when an individual is qualified? How
l- and by whom are proficiency tests prepared? Will

certificates of qualification clearly delineate the specific
functions the individual is qualified to perform and will
they include the criteria used to qualify the individual in
each function?

L
' ''

(2) What'has been done to verify that personnel, presently on
! the job, are fully qualified for their positions?

*

!

( (3) What is being done to upgrade radiograph interpretations
capability?

|

|
|

|
,
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i A-2j) (1) HL&P Disciplina QA parsonnsi are rcquired to b2 certified to
; perform implementation reviews. This certification is an

upgrading of the qualifications required in the past for
performing surveillance in that proficiency examinations on
general QA requirements, specific procedures and technical
competence are required. The exams are prepared by Quality
Systems personnel for precedural and general QA requirements

~
; ,

and by Discipline QA Supervision for technical knowledge.
Certifications state the qualification requirements and,

specific areas of certification such as civil, electrical
" and mechanical.
i

Brown & Root Quality Assurance personnel who desire to
obtain additional certifications (upgrading) are required to

: have:

I 1. Sufficient education and work-time experience verified

.
in writing;

1

2. Satisfied the required reading list;

3. ' Attended formal classroom training (as required by the
discipline Quality Control Superintendent or Level III

,

Quality Engineer).
'

4. Proficiency testing under the direction of the Level III,

Quality Engineer.

Under Brown & Root QA procedures persons may be -initially
certified (or upgraded) by demonstrating proficiency and_by
having the required education and work-time experience in
accordance with ANSI N.45.2.6. NDE personnel will conform
to the requirements of SNT-TC-1.A , 1975, which requires-

proficiency testing in all cases. Other personnel may.

certify (or. upgrade) by formal classroom training and'

proficiency testing in cases where sufficient verified
education and/or work-time experience is not present. Again
these requirements conform to ANSI N.45.2.6.

;

Proficiency tests are prepared by the instructor under the
direction of Level III Quality Engineering or by the Level
III Quality Engineer himself. Iin all cases tests are
reviewed and approved by the Level III Quality Engineer.

Specific functions are delineated in written Brown & Root
procedures. Certification forms specify education level, *

classroom training, applicable work-time experience, and
proficiency test scores.

,,

(2) ~MAC, HL&P and B&R QA management have performed evaluations
of each key sapervisory position and where additional .

, expertise is required.it is_being provided through-
,~'

additional training.

b-
_ _ _-. _..__. _ _. ._ _ _.__.
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Qualificatica for prasant B&R QA parscnnsi hts besa
established by:

1. Written verification of Work-Time Experience and
Education Level,

2. Training ad'ainistered as required by the discipline
superintendent and/or the Level III Quality Engineer,
and

,

3. Proficiency testing.

(3) Radiographers are certified according to SNT-TC-1.A, 1975.
They receive formal training in site procedures (required
reading) and classroom training as required by the
Discipline Superintendent and NDE Level III Quality
Engineer.

Upgrading of skill is presently performed by participation
in the refresher training program and the weekly training
sessions held by the NDE Quality Control Superintendent.
Additional training may be done at the request of the NDE
Quality Control Superintendent and/or the NDE Level III
Quality Engineer.

Q-2K) In regard to upgrading quality assurance actions, you state you
are writing construction procedures in a format which makes them
easier to implement and that already you have revised concrete
and welding procedures.

-(l) Will personnel who are to implement the revised procedures
7- have input to the changes? (The lack of input into the June'

1978 procedure revisions apparently caused concern among QC
Inspectors).

.

|' (2) What are your plans with regard to training personnel on
| these procedures? (QC personnel were concerned when 1978

procedure revisions were hastily implemented withoutL
sufficient training).

A-2k) -(1) See Section 5.1 of the B&R QA-Program Description.
~

' (2)' See Section 2.2.3 of the B&R QA Program Description.
|

Q-21) In your response to the Order to Show Cause, you state that
inspectors initiate nonconformance reports as appropriate only

;| during " planned inspections". Does this preclude'an inspector
|

L from writing such reports in advance ofsplanned inspection
_.

milestones, during surveillance inspections, or when proceeding~

,through the plant? Describe your controls in this area in full
. detail.

(

;

!

E
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A-21) Th3 ravicad B&R procsdura for raporting ntacenforming conditicas*

:. applies to all Project activities involving the procurement.
')- installation, construction, inspection, testing or operation of ;

materials, parts, components and their associated design
documents.

5 The-procedure makes clear that each employee on the Project is
lresponsible for bringing to the attention of Quality Assurance

any questions regarding materials, items or processes which may;

not conform to specified requirements of design documents.
.,

! This procedure provides a system for the reporting of nonconform-
ances at any time whether or not found during planned

i inspections.
,

| Q-2m) In your response to the Order to Show Cause you state that
following initiation of a nonconformance report, an inspector!

must.obtain acknowledgement by signature of the Construction;

Foreman or General Foreman. State your procedures for covering
inspector action when such acknowledgement is refused or cannot
be obtained? Describe your controls in this area in full detail.

~A-2m) Should QC be unable to obtain an acknowledgement signature on a
nonconformance report (NCR) from the Construction Foreman or
General Foreman, the Project QA Manager is informed, who, if

;
,

necessary, will resolve the matter at a higher level. Regardless i

of receiving acknowledgement by Construction of an NCR, the NCR'

.

will be processed by Quality Assurance in accordance with
' procedures.
i

Q-2n) Describe the extent to which authorized individuals, within the
HL&P and B&R engineering and QA organizations, responsible for
determining acceptable dispositions and closeouts of
nonconformances are preselected and identified on official
documents and state whether the document is used in the,,

nonconformance process.

A-2n) Dispositions of NCRs are provided by the Material Review Board.
The Material Review Board (MRB) consists primarily of a Project
Site Engineer (PSE), a Quality Engineer (QE) and representativesi

from Construction and Project General Management. The chairman
of the MRB is the Quality Engineer. As applicable, the MRB may

r

request attendance and/or inputs from the Authorized Nuclear'

. Inspector (ANI), Purchasing, Material Control or Westinghouse
*

NSSS representatives. The PSE and the QE are responsible for all
final decisions in MRB matters, however, the concurrence of HL&P'

'
is required on all MRB dispositions prior to initiation of work.

~~ .The MRB is responsible for conducting meetings to review,
disposition and approve all NCRs except those dispositioned

! " Rework" or " Standard Repair" by the Lead Inspector. Formal-

meetings are not required in all cases as long as the chairman
obtains the approval of all applicable MRB members.4

,

k
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Acesptebility of r work /rapair of itcEn is varified by
5

[ reinspecting.the item as originally inspected or by a method at
! least equal to the original inspection method. Verification for
: ASME Code items by the ANI is performed concurrently with B&R QA

verification.
1

! HL&P Discipline Quality Assurance concurrence is required on all
i Material Review Board dispositions.
-

Q-2o) In your response to the Order to Show Cause, you state that where
appropriate hold tags or other work constraints will be applied.'

i The term "where appropriate" does not provide us with a'

sufficient understanding of the degree to which nonconforming
|

items will be segregated and tagged to control further processing
! or installation. Describe in full detail HL&P and B&R Controls

in this area.
j

A-2o) In the Quality Assurance procedure for the coatrol of nonconform-
;

j ing items, the term "where appropriate" is no: used. Instead,

j the term "whenever practical" is used. Practicality is
l' determined by the accessibility, numbers of items (i.e. bulk

orders), etc. . The B&R nonconformance procedure states that
f: whenever practical, nonconformance items are identified with hold,

i tags to prevent further processing until dispositioned by the
; Material Review Board. Nonconforming items are segregated,

whenever practical, from those which are acceptable to prevent
inadvertant use or installation. When physical segregation isi-
not possible due to bulk, size or weight, hold tags and roping

' off the immediate area is an acceptable substitute for,

segregation. If physical conditions lini: the application of
;

hold tags a statement to that effect is entered in the ' Remarks'
;

section of the nonconformance report.

! Q-2p) Describe in full detail, your controls which will assure that!

corrective actions are completed in a reasonable time frame.>

,

A-2p) Procedures have been-developed and implemented by B&R which-will
I assure that corrective actions are completed in a reasonable time<

frame.- Quality Engineering assigns a " completion due date" to
each Corrective Action Request (CAR). The CAR has specific time'
limits for taking responsive action and may " constrain" or." hold"

>

work on specific tasks or-by' specific crews until resolved.
Failure to respond satisfactorily within.the specified time will~
result in a "Stop Work" order.at the direction of the cognizant*'

QE Supervisor. Corrective action is verified by QA/QC when
: notified by the action designee. Follow-up review and

' reverification is performed and documented by QA/QC within 30
.

If
'

days to assure the effectiveness of the corrective action.
ineffective, a Stop Work may he' initiated at the discretion of,,

c ,the cognizant QE Supervisor.

Q-2q) For quality affecting activities, describe the criteria for
determining (a) what inspections are to be performed, (b) the
accuracy requirements of measuring and test equipment.

t .

.
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A-2q) Refer to section 2.10 cf tha B&R Quality Accurance Progree
f Description.

f Q-2r) Describe KL&P's and B&R's QA involvement in the documentedevaluation of inspection and test results to assure they are
complete and accurate.

I A-2r) B&R QC documents inspection and test results. B&R Quality
Engineering reviews final, record packages to ensure that all

| inspection and test results are documented, complete andi
acceptable. Reviews of records of each activity are included in
the implementation review performed by HL&P Discipline QA.:

Q-2s) Describe who within HL&P and B&R is responsible for the!

|
calibration of measuring and test equipment including NDT devices
and describe the QA orginization involvement in this area. Also

;

i.
state that person or persons qualification.

|
A-2s) The calibration of measuring and test equipment is performed by

the B&R calibration facility. B&R Quality Assurance Site
i Surveillance is responsible for assuring that the system for the'

control of measuring and test equipment is implemented and in
conformance to established procedures. Refer to section 12 of;

the B&R QA Program Description.
;

!
HL&P Discipline Quality Assurance performs implementation review
of the B&R overall program to assure that B&R Construction and-j

*

Quality Assurance Site Surveillance are maintaining proper
control of measuring and test equipment (Refer to section 12 of,

; the HL&P Quality Assurance Program Description). Qualification
| requirements for the personnel performing the calibration are:'

|

Calibration Facility Supervisor - Graduate of a four year
- accredited engineering or science college or university with 2

years of experience in the field of instruments; high school
L graduate with four years of related experience in the field of

instruments.

Calibration Specialist - Two years of accredited college,
university or technical school and one year related experience in
the field of instruments; high school graduate with two years of
related experience in the field of instruments.

Calibration Technican - High school graduate or hold a high
school equivalent certificate, read, write and communicate in
English; two years experience in testing of calibrated tools or
measuring and test equipment in power plants, heavy industrial or

i

military facilities.'

,,

Each person is trained and certified as being qualified toi:

perform the assigned work.
|

|

h

!
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Q-2t) Describe your centrols for documenting cud maintaining cc-built
; conditions on drawings and specifications. Describe the extent
+

as-built drawings and specifications identify nonconformances
dispositioned as " accept as is".

.

A-2t) Refer to the B&R' Quality Assurance Program Description, Section
3.2.10.

Q-3) In your submittal of the revised QA program description, provide
a means for locating your responses to the above specific
requests.

A-3) Specific answers'are provided above or answers are provided in
the revised QA program descriptions and a reference is indicated.

'

.

*
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Tho Light-

Company a.,,,,,,,,, ugiiii ,g. e-er m ii.,x imi s ,usi,,,,.res ,7mii (7 33 m.nii

September 24, 1980
ST-HL-AE-548
SFN: C-0510

Mr. Karl Seyfrit
Director, Region IV
Nuclear Regulatory Comission
61I Ryan Plaza Drive, Suite 1000
Artington,. Texas 76012

Dear Mr. Seyfrit:

South Texas Project
Units l&2

Docket Nos. STN 50-498, STN 50-499
Responte to Bechtel

Recommendations

As requested in the Public Meeting of August 19, 1980 and identified as
Hl2 in our Commitment List submitted to you on September 18, 1980, this letter
alth its attachment reoresents Houston Lightl'ng & Power Company's analysis and

. . ,

r.sponse to the Bechtel recomendations.
'

Should you have any questions please advise.

Very truly yours,
,-

} / ,

.N kJ .

Exec Ive VLce President-

.

Gdo/ngb
-

Attachment

-

,
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Houst:n Ughdng L Power Company Septemb2r 24, 1980.-

ST-HL-AE-548
SFN: C-0510
Pace 2

cc: D. G. Barker
Howard Pyle .
H. R. Dean
.R. L. Beeth
J. D. Parsons
R..L. Waldrop
A. J. Granger
R. A. Frazar
M. D. Scwharz (Baker & Botts)
R. Gordon Gooch (Baker & Botts)
J'. R. Newman (Lowenstein, Newman, Reis, Axelrad & Toll)
Director, Office of Inspection & Enforcement

Nuclear Regulatory Comission
Washington, D. C. 20555-

M. L. Borchelt
: . Executive Vice President

Central _ Power & Light Company
P. O. Box 2121
Corpus Christi, Texas 78403

| R. L. Range
I Central Power & Light Company

P. O. Box 2121
Corpus Christi Texas 78403

R. L. Hancock
Director of Electrical Utilities
City of Austin

,

!- P. O. Box 1088
l Austin, Texas 78767

.

T. H. Muehlenbeck -

City of Austin
P. O. Box 1088
Austin, Texas 78767

J. B. Poston
|

| , Assistan General Manager of Operations
City Public Service Board
P. O. Box 1771
San Antonio, Texas 78296

A. vonRosenbero
; ~ City Public Service Board
,

.

P. O. Box 1771:

San Antonio, Texas 78296'

'

i
'
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p r
Houston 1.ighting & Power Compain ,g ,5

SFN: C-0510
Page 3

Charles Bechoefer Esquire
Cha'irman, Atomic Safety & Licensing Board
U. S. Nuclear Regulatory Commission
Washington, D.,C. 20555

Dr. James C. Lamb, III
313 Woodhaven Road
Chapel Hill, North Carolina 27514

Dr. Emmeth A. Luebke
Atomic Safety & Licensing Commission
U. S. Nuclear Regulatory Commission
Washington, D. C. 20555

Steven A. Sinkin, Esquire
116 Villita Street
San Antonio, Texas 78205

1

Citizens for Equitable Utilities
c/o Ms. Peggy Buchorn
Route 1 Box 432

| Brazoria, Texas 77422
,

Richard W. Lowerre, Esquire
,

Assistant Attorney General for the State of Texas
i P. O. Box 12548

Capitol Station
Austin, Texas 78711

,

L
^

! Henry J. McGurren, Esquire
Hearing Attorney
Office of the Executive Legal Director
U. S. Nuclear Regulatory Commission

|
Washington, D. C. 20555

!

_.
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SOUTH TEXAS PROJECT-
,

RESPONSE TO BECHTEL RECOMMENDATIONS

1
|1. Procedures

A. Recommendation: It is recommended that a task force from
- both HL&P and B&R be organized for the purpose of reviewing ;

functional procedures.
l
|

. Response: Joint effort by HL&P and BAR is underway to review
and revise procedures. A complete rewrite of B&R QA and
Construction procedures is ongoing to simplify the
instructions, clarify the inspection requirements, and ensure
compatibility with our commitments. The Construction
procedures are reviewed by Design Engineering to ensure that
design requirements will be satisfied..

The HL&P and BAR QA procedures are under revision to
incorporate all the 79-19 program changes and organizational
restructuring.

B. Recommendation: HL&P QA should coordinate and tr.sck the task
force effort.

Response: HL&P QA is working closely with BAR and is-

tracking the results and progress of the procedure rewrites. .

C. Recommendation: A matrix should then be structured to
identify how requirements and commitments are met by
functional procedures.

'

Response: The use of a- matrix is under review. It would
come into use after procedures have been revised.

D. Recomendation: Once the functional procedures are in place,
a six-month hiatus should be imposed on further program
development or revisions.

Response: We are pursuing stabilization of procedures
through a course of making minimum changes to said
procedures.-Control of changes to procedures will be
predicated on "the need to change".

II. Documentation and Analysis of Defects

_.Recomendation: It is recommended that HL&P and BAR management
- commit to prudent action for documenting trends of nonconformance

and program deficiencies identified by audit results.

Response: A trend analysis program for nonconfomance identified
- by audits and by quality control inspections has been established'

and is being implemented as described in our response to ~Show
.

.

1
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Cause Item 6. (See pages 6-8 through 6-12 of the Show Cause~'
.

response.):

i

III. Training and Qualification
.

A. Recommendation: A comprehensive program of quality
orientation, indoctrination to requirements, and functional
training to procedures is recommended for personnel
performing quality-related activities and for personnel, '

i

|
performing quality surveillance or verification functions.

L
~|

Response: A program of quality orientation, indoctrination
to requirements, and functional training to procedures is
being established for personnel performing quality-related

|
activities and for personnel performing quality surveillance
or verification functions for both Brown & Root and Houston; '

[ Li,ghting & Power Company.
'

B. Recomendation: It is recommended that quality orientation
and indoctrination programs involve HL&P and B&R personnel at
all levels, including management.

Response: The quality orientation and, indoctrination program
does involve Brown & Root and HL&P personnel at all levels,
including management. It is noteworthy that the Brown & Root
quality improvement program under the tutelage of
Mr. Phil Crosby has been established and is being
implemented.

C. Recommendation: Provisions should be made for follow-up or
refresher training.

Response: Refresher training is being addressed as part of
the training programs for both Brown & Root and Houston
Lighting & Power Company.

.

D. Recommendation: It is further recommended that consideration
be given to programs developed elsewhere in the industry.

Response: Training programs which have been developed4

outside the South Texas Project by others in the industry is
being considered in the program for training of Houston
Lighting & Power and Brown.& Root personnel. ,

IV. System Controls

A. . Recommendation: It is recommended that the STP QA program
and its implementating procedures clearly identify-

responsibilities and reflect a closed-loop feedback concept
that quality-related activities are initiated, performed,
reviewed, and documented in the proper sequence.

,

The closed-loop feedback concept is bei;h'' ~ Response:
incorpcrated into the STP QA program and procedure
development effort.- Careful planning for each construction

:

2
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activity by Cens'truction and Quality Engineering will be an-

integral part to ensure that the proper sequence of
construction, inspection, and reporting results is performed
to clearly established criteria.

B. Recommendation: It is further recommended that system flow.

diagrams be used to depict the sequence of activities as an
.

aid to conveying system concepts to personnel.

Response: We have begun the use of system flow diagrams for
some system development areas.

Y. Audit System
,

A. Reconsnendation: It is recommended that the 88R audit system
incorporate distribution of audit reports to management at
least two levels above the manager of the area audited.

Response: Effective September 8,1980, the following upper
management personnel are on distribution for all internal and
site audit reports:

! 5. H. Grote, Senior Vice President
K. M. Broom, Senior Vice President
W. M. Rice, Group Vice President

Recommmendation: It is further recommended that theB. close-out of HL&P audit findings include verification of
corrective action, including a reexamination of the area to:

!

determine current control.

The audit procedure has been revised to reflectResponse:
more positive control for the verification of corrective
action, and' follow-up audits have been incorporated into the
audit schedule when required.

Greater attention should be given to theRecommendation:C. selection, training, and qualification of auditors and lead
auditors for both HL&P and B8R.

Auditors are being selected based upon theHL8P response:
technical requirements of the area being audited.

Screening of applicants and greater attention
,

| B&R response:
to selection of audit personnel has been implemented. Highly
qualified subcontract audit personnel have been added to 88R
staff in order to supplement- the organizational needs until,

.New'

additions to staff have been completed and qualified.~

audit program indoctrination and training have been performed
and are ongoing.

|

.D. Reconenendation: Emphasis should be placed on maintainingt

'

accurate qualification records.

;

|

3
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Audit procedurcs have been revistd to clarify
-

HL&P response:' '

how entries.are to be made on the auditor qualification3-

records. Additionally, the auditor qualification form is
being revised to provide a comprehensive method of indicating
auditor qualification levels.

All personnel files were completely reviewedBAR response:
and updated as required to assure that substantiation of the
basis for qualification is documented.,

VI. Management Involvement
: It is recommended that both HL&P and BARRecomendation:A.

management take immediate steps to demo'nstrate their
commitment to quality performance and their unequivocal

|- support of the STP QA program.

Both Brown & Root and HL&P management have takenResponse:
firm steps to demonstrate their commitment to quality.

Evidence of thisperformance and support of the QA program.
is the establishment of the quality improvement programs
within Brown & Root, the conduct of various meetings and
seminars by Brown & Root management with various levels of

>

management and supervision in the Brown & Root organization.,

including Mr. Rice's address to some 600 Brown & Root
i

employees in which he stated unequivocally the support of the
'

Additionally, Mr. Oprea's meetings with theQA program.
project team and the performance of both managements in the-

'

public meeting demonstrated the support for the quality
Also, the additional time being spent by. assurance program.

top management of both companies on the site interfacing with
all levels of QA/QC' personnel and construction personnel is

*

evidence of their support for the quality assurance program.
Brown & Root also has issued the ' text of Mr. Rice's address
as a' policy regarding the quality assurance program for the
project.

B. Recommendation: It is further recommended that the QA
; ' organizations be revamped to. overcome noted weaknesses.'

The organizations of both Brown & Root and HoustonResponse:
Lighting & Power Company for quality assurance have been
revamped to overcome n,oted weaknesses.

y
The respective QA functions of HL&P and B&RRecommendation:C.

should be examined to ensure independent yet complementary QA
practices.

' The-quality assurance functions of Houston..

Response:
Lighting & Power and Brown & Root have been examined together
by both MAC and Bechtel,- and the new organization and
. definition of the role of programmatic direction on the part
of Houston Lighting & Power and programatic implenientation -..

by Brown & Root have ensured independent but complementary QA'

v . practices . Implementation of this, philosophy is ongoing.
-

q
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September 24,1980
ST-HL-AE-541
SFN: C-0510

Mr. Karl Seyfrit
Director, Region IV
Nuclear Regulatory Comission
611 Ryan Plaza Drive Suite 1000
Arlington, Texas 76012

Dear Mr. Seyfrit: -

South Texas Project
Units 1&2

Docxet Nos. STN 50-498, STN 50-499
Criteria For Quality Assurance

Staffino Levels

As requested in the public meeting of August 19,1980, and identified
as H-15 in our comnitment list submitted to you on September 18,1980, this
letter describes the criteria for establishing the staffing levels for
Houston Lighting & Power Company's site Quality Assurance organization to

Personnelsupport our quality assurance program at the South Texas Project.
projections through the end of11986, as shown on the attached functional) organization chart and manloading curves, (attachment 1) were arrived at using:

) the following approach.
!

~ For each functional section of the site organization, we identified the .

specific quality assurance activities (job duties and responsibilities) that
individuals in that part of the organization are responsible for accomplishing.
We determined for each of those activities the number of man-hours required to
accomplish the job and used those man-hours, considering the schedular flow of
project activities from the present through the end of the job, to calculate the,

!

number of personnel in each segment of the organization required to support the
activities of that segment.

.

The attached graph depicts man-loading curves by discipline and resulting
total requirements necessary to support the quality assurance program through

| We intend to add personnel to the organization according to the curses1986.
shown on the graph. The people added will be experienced personnel in order toShould anticipated requirements not
maximize the effectiveness of the additions.materialize or change in time, we will accordingly adjust our need either up or
down, depending on circumstances.

. L e ---,, n

|

!
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Required experience levels will be established on an individual basis
by the Project QA Supervisor and the Project QA Manager, with considerationEach group will
given to the experience level that exists within the group.
have a mixture of people with varying degrees of experience.

,

Our work papers establishing the numbers represented by each of the
curves on attachment 1 is available for review should you desire to do so.

I

If you have any questions, please contact me.
.

Very truly rs,

'

:
e .W re '.

I
/ Exe tive V ce President

'

|

GWO/pjb
Attachment

.
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,Houmon Lighdng L Power Company ST-HL-AE-541

SFN: C-0510
Page 3

cc: D. G. Barker
Howard Pyle
H. R. Dean
R. L. Beeth

^ J. D. Parsons-

R. L. Waldrop
- A. J. Granger

R. A. Frazar
M. D. Scwharz Baker & Botts) '

R. Gordon Gooch Baker & Botts)
J. R. Newman Lowenstein, Newnan, Reis Axelrad & Toll)
Director, Office of Inspection & Enforcement

Nuclear Regulatory Comission-

Washington, D. C. 20555

M. L. Borchelt
*

Executive Vice President
Central Power & Light Company
P. O. Box 2121
Corpus Christi, Texas 78403

1

! R. L. Range
Central Power & Light Company
P. O. Box 2121
Corpus Christi, Texas 78403

! R. L. Hancock
Director of Electrical Utilities'

City of Austin -

P. O. Box 1088
Austin, Texas 78767 ,

T. H. Muehlenbeck
City of Austin
P. O. Box 1088 '

Austin, Texas 78767

J. B. Poston
Assistan General Manager of Operations
City Public Service Board
P. 0. Box 1771E

! San Antonio, Texas 78296

A. vonRosenberg
City Public Service Board' -

P. O. Box 1771
San Antonio, Texas 78296

'

|

.
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Charles Bechoefer, Esquire
Chairman, Atomic Safety & Licensing Board
U. S. Nuclear Regulatory Commission
Washington, D. C. 20555

Dr. James C. Lamb, III
313 Woodhaven Road
Chapel Hill, North Carolina 27514

Dr. Emmeth A. Luebt ?
Atomic Safety & Licensing Commission
U. S. Nuclear Regulatory Commission
Washington, D. C. 20555

*

Steven A. Sinkin, Esquire
116 Villita Street .

San Antonio, Texas 78205

Citizens for Equitable utilities
c/o Ms. Peggy Buchorn
Route 1, Box 432 *

Brazoria, Texas 77422 .

Richard W. Lowerre Esquire /.
-Assistant Attorney General for the State of Texasi

| P. O. Box 12548
| Capitol Station
| Austin, Texas 78711
,

Henry J. McGurren, Esquire
Hearing Attorney
Office of the Executive Legal Director
U. S. Nuclear Regulatory Commission

, Washington, D. C. 20555
!

.
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58 ~-' ~ ~ ~ ~ ~ ~ ~ ~ ' - ~ ~ ~ ~ " ~ ~ ~ ' " - ' - ~ ~ ' ~ - - ~ ~ ~ ~ ~ ~

56 - ~~ : - - - - - - - - - - - - - - - -

Total
54 -- - - - - -- - - - - - - - - - - --

52 - -;,------ --- - - - - - - - - - - - -- - - - - - . -

. /
\ -- - . - -- - - - - - - - - - -

50 -- - - - - - - - - -- - - -

48 - . _ _ -_ - - - - . . . -.... . ._ - - . . _ . . . . - . . - -

ac. . _ . . . . _. .. _ _ .._.._ .. . . . - _ . _ - . . ._ _ _ . . .

44 _ . . .. . . . . _ . . . . . _ . . _ _ .... . _ . . . . . . . . . . . _ _

4 .,. . . _ _ __ _ . . . . _ . . . . . _ \. . . . __. ___ .

/

40 --i-- -_ .-- - - - - - - - - - - - - - - - - - . - - - - . - - . - - - - --- - -

7 LEGEND

P aS .s/. . . . . . . . . _ . . _ . . . . . . . . . . . . . . . . . . . - _ _ _ . ..

QC
r. ,6 - - . . . . _ . . - _ . . . . _ _ .- . .

|
.

qsR _34 . . . - ---
.

- -9 _.

S- 32 -- - - - - - - ---- - -

MECH.

0 30 - - - ---- - - - - - - -- .- '.- - - - - - - . . - - . - -

CIVIL -, -- -

\ .S -- - --- -- - ---- - - - - - - --
- - , - -

h

N 26 .

- - - - - . - - - . - - - - - - - - - - - - - - -- - -i- - - - ELECT. -

E 24 --- - - - - - - - - - - - - - _.- .-- - - - - . - - - ..-- -

PROC. _

L ,,
....__ .. ._ . _ _ . . . . _ . _ _ . _ . _ ._ ...... _ _ . . _ . _ . ._ ._ . . . . .

' TOTAL _.

. _,0 - - - - - - - - - - - - ~ - - - - - - - - - - - - - - - - - - - - -- - -

I8 _ .4 _-. . - . . . . . . . _ . . . . - .-. .. ....

16 . . . . . . . .. .... . . . _ _ . . _ . .. . _ _ .

14 - -- - -- T - - - - - - - - - -- - - - - - - - - -

1
|

8

.h12 _ . . . _ . . . . . . . _ . _ . . . . . . . . _ ._ _..... . . _ _ _ ..

10 . . . _ . . _ .. MECH. _. _ _ _ . _ . . . . _ . .

LL.LG L . ~'IL /.
.g ..

, .[--- - - -- | -..NS..|.........
. . _ . . . .

-
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,
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>

ATTACllMENT 1-

o

. , - - . - , ,. -. .



_ _ . _ _ , - . - - _ - - - - _ - - -- - - - - - - - _ - - - - - - - - - ---

QUALITY ASSURANCE DEPARTMENT
., .

L
- .

4

EXECtrrlVE
4

VICE
PRESIDENT

110USTON ,

SITE OFFICE '"**I-

'

MANAGER QA Il0USTON QA
STP MANAGER

,

. Il00STON -

OFFICE
LICENSING SUPPORT

PROJECT QA
SUPERVISOR |

Il0USTON liOUSTON
OFFICE OFFICE

OPERATIONS PROJECTS

QA MANAGER QA MANAGER

I

DISCIPLINE QA
PROJECT QA

GEN. SUPERVISOR

,

110USTONSITE SITE SITE SITE SITE OFFICE .WA)
QUALITY CONTROL MECil/NDE CIVIL /STRUCT. ELEC/I6C PLANT NDE/TSI PRO. LECT
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I
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PROCUREMENT QUALITY SYSTEMS SUPERVISOR SUPERVISOR PROJ ECT

PROlECT SUPERVISOR AUDITS & VENDOR QA SUPERVISOR
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