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BEFORE THE
PUBLIC UTILITY COMMISSION OF OREGON
Docket No. UM 1121
Direct Testimony of Ken Beeson
On behalf of the Eugene Water & Electric Board
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Ken Beeson, and I am the Energy Resource Projects Manager for the
Eugene Water & Electric Board (“EWEB”). My business address is 500 East 4™
Avenue, Eugene Oregon.
PLEASE DESCRIBE YOUR QUALIFICATIONS AND EXPERIENCE.
My Statement of Qualifications and Experience is attached to this testimony as
exhibit EWEB/101.
WHAT IS EWEB’S INTEREST IN THIS PROCEEDING?
As described in greater detail below, EWEB is a co-owner and co-licensee with
PGE of the Trojan Nuclear Project and the Trojan independent spent fuel storage
installation (collectively, “Trojan”). Activities relating to decommissioning and
spent fuel responsibilities at Trojan are ongoing and will continue for many years
into the future. PGE, as majority owner, must maintain sufficient financial
resources, on both a long-term and short-term cash flow basis, to meet its Trojan
obligations. This proceeding directly addresses a proposal for a change in
ownership and control of PGE and therefore could impact the financial resources

available to PGE to meet its Trojan obligations.
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?

Based on the record developed to date, EWEB takes no position either in favor of,
or in opposition to, the Application of Oregon Electric Utility Company, LLC, Et
Al., to Acquire Portland General Electric Company filed on March 8, 2004 in this
proceeding (“Application”). EWEB believes, however, that the Commission
should consider PGE’s ongoing obligations with respect to Trojan in determining
whether approval of the application will serve the public interest. It is EWEB’s
position that the public interest will not be served if the proposed acquisition
increases the probability that PGE or Oregon Electric Utility Company (“OEUC”),
as the owner of PGE and an entity capable of exercising substantial influence over
the policies and actions of PGE, cannot meet its financial obligations with respect
to Trojan. My testimony about the proposed acquisition will be confined to this
issue.

WHAT IS THE CONTRACTUAL RELATIONSHIP BETWEEN THE
TROJAN CO-OWNERS?

On October 5, 1970, EWEB, PGE and Pacific Power & Light Co., as a predecessor
to PacifiCorp, a wholly owned subsidiary of Scottish Power PLC, (“Pacific”),
entered into an “Agreement for Construction, Ownership and Operation of the
Trojan Nuclear Plant” (“Ownership Agreement”). A copy of the Ownership
Agreement is attached to this testimony as Exhibit EWEB/102. PGE is the
majority owner and lead operating entity of Trojan, holding a sixty seven and one
half percent (67.5%) ownership share in Trojan. EWEB holds a thirty percent

(30%) ownership share in Trojan. Pacific holds a two and one half percent (2.5%)
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ownership share in Trojan. Under the Ownership Agreement, PGE is responsible
for operating and maintaining Trojan in compliance with applicable Federal and
State law and “Prudent Utility Practice” (as defined in the Ownership Agreement).
PLEASE PROVIDE A BRIEF HISTORY OF TROJAN.

The federal Nuclear Regulatory Commission (“NRC”) issued to the co-owners an
operating license for Trojan on November 21, 1975. Trojan began commercial
operation on March 20, 1976. It was licensed to operate until 2011. Trojan
operated until November 9, 1992, when a leak in a steam generator was detected
and forced a shutdown of the plant. PGE announced the permanent shutdown of
Trojan in January, 1993. The nuclear fuel was then transferred to an on-site spent
fuel pool. On May 5, 1993, the NRC amended the Trojan operating license to a
possession-only license. On January 26, 1995, PGE submitted a decommissioning
plan for Trojan to the NRC. The decommissioning plan proposed decontamination
and dismantlement of the Trojan plant, the licensing and construction of an
independent spent fuel storage installation (“ISFSI”) and transfer of the spent
nuclear fuel to the ISFSI. The decommissioning plan was approved by the NRC on
April 15, 1996. The transfer of spent nuclear fuel from the spent fuel pool to the
Trojan ISFSI was completed in September, 2003. Radiological decommissioning
in accordance with the decommissioning plan is currently ongoing at Trojan and is
expected to be completed by early 2005. The Trojan decommissioning plan calls
for the spent fuel to be transferred from the ISFSI to a permanent repository by

2018. No such permanent repository currently exists.
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WHO IS RESPONSIBLE FOR PAYING TROJAN’S COSTS OF
OPERATION?

Each Trojan co-owner is responsible for paying a share, equal to its percentage
ownership interest, of all “Costs of Operation” as defined under the Ownership
Agreement. Thus, PGE is obligated to pay 67.5%, EWEB 30% and Pacific 2.5%.
WHO IS RESPONSIBLE FOR PAYING DECOMMISSIONING COSTS
ASSOCIATED WITH TROJAN?

The Ownership Agreement provides that each owner shall severally bear its
ownership share of all Trojan obligations. Each co-owner is, therefore, responsible
for assuring the availability of funds necessary to pay its ownership share of the
costs of implementing the Trojan decommissioning plan, including the operation
and subsequent decommissioning of the ISFSI. The Ownership Agreement also
provides for settling all accounts following decommissioning of the project. If the
total costs of Trojan decommissioning exceed the available funds contributed by
the owners pursuant to the Ownership Agreement, then each co-owner will be
responsible to pay its ownership share of the excess costs.

WHAT IS THE ESTIMATED COST OF IMPLEMENTING THE TROJAN
DECOMMISSIONING PLAN?

According to the updated decommissioning plan filed by PGE with the NRC in
March 2003, the total cost, start to finish, to implement the decommissioning plan
for Trojan, was estimated to be $429,719,000 (in 1997 dollars). The estimated
remaining cost of implementing the Trojan decommissioning plan as of January 1,

2003, was $187,024,000. See Annual Report of the Status of Decommissioning
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Funding for the Trojan Nuclear Plant in Accordance with 10 CFR 50.75(f)(1),

submitted to the U.S. Nuclear Regulatory Commission by PGE on March 27, 2003,
attached as Exhibit EWEB/103.

HOW IS PGE CURRENTLY FUNDING ITS SHARE OF THE TROJAN
DECOMMISSIONING COSTS?

The Commission currently allows PGE to collect $14,041,000 annually through
2011 from its retail ratepayers to fund Trojan decommissioning costs. See
generally Oregon Public Utility Commission Order No. 95-322 (March 29, 1995);
Oregon Public Utility Commission Order No. 00-601 (Sept. 29, 2000). This money
is deposited in an external trust fund that is administered in accordance with NRC
regulations (the “PGE Ratebased Decommissioning Fund”). Money in the PGE
Ratebased Decommissioning Fund can only be used for PGE activities undertaken
pursuant to the Trojan decommissioning plan.

COULD PGE INCUR DECOMMISSIONING COSTS IN EXCESS OF
THOSE ANTICIPATED IN THE DECOMMISSIONING PLAN?

Yes. The Commission has recognized that there is a great deal of uncertainty in the
area of decommissioning a nuclear facility. Oregon Public Utility Commission
Order No. 95-322, p. 61 (March 29, 1995). In its most recent form 10-K
disclosure, PGE itself admits that estimating the cost of decommissioning activities
over a period extending to 2019 is inherently subjective and complex. Portland
General Electric, Form 10-K: Annual Report Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934, for the fiscal year ending December 31, 2003,

filed with the Securities & Exchange Commission March 22, 2004, available at <
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http://'www.sec. gov/Archives/edgar/data/784977/000078497704000008/final 1 Ok.pd

[>. Page 42 of the PGE 10-K is attached as Exhibit EWEB/108.

UNDER WHAT CIRCUMSTANCES COULD PGE INCUR
DECOMMISSIONING COSTS IN EXCESS OF THOSE ANTICIPATED IN
THE DECOMMISSIONING PLAN?

PGE may incur unexpected costs associated with Trojan if the NRC amends the
regulations applicable to nuclear facility decommissioning or spent fuel
management. An unexpected incident involving spent fuel stored in the ISFI may
also increase Trojan costs to the extent not covered by insurance. PGE may also
incur additional unexpected costs if a permanent spent fuel repository is not
completed and available by 2018 as contemplated by the decommissioning plan
and PGE is forced to continue storage on-site in the ISFSI.

WHAT GENERAL SOURCES OF FUNDS ARE AVAILABLE TO PGE FOR
PAYMENT OF EXPECTED AND UNEXPECTED DECOMMISSIONING
COSTS?

Several sources of funds are available for payment of expected and unexpected
decommissioning costs, including:

e The PGE Ratebased Decommissioning Fund is available to pay expected
costs incurred consistent with the Trojan decommissioning plan. The PGE
Ratebased Decommissioning Fund balance was $27,941,000 as of
December 31, 2002. See EWEB/103, p. 5.

e Insurance procured in accordance with NRC financial protection

requirements. PGE currently maintains $100 million in coverage. On
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February 28, 2003, PGE requested that the NRC reduce “the primary

financial protection requirement currently applied to the Trojan Nuclear

Plant from $100 million to $25 million.” See Request for Further

Exemption from the Financial Protection Requirements of 10 CFR

140.11(a)(4) and Related Amendment to Indemnity Agreement No. B-78,

submitted to the U.S. Nuclear Regulatory Commission by PGE on February
28, 2003, attached as Exhibit EWEB/104.

Cash reserves. PGE’s cash reserves totaled $171 million as of March 31,
2004. See Standard & Poor’s Research: Summary: Portland General
Electric Co., published July 7, 2004, attached as Exhibit EWEB/105.
Access to short and long term debt and equity markets. PGE’s senior
secured bond ratings have undergone significant downward changes since
2001 as a result of various events including an announcement that PGE
would be acquired by NW Natural, the bankruptcy of Enron, continued
FERC investigations affecting western power market participants and the
eventual announcement of the termination of the PGE sale to NW Natural.
See PGE Response to EWEB Data Request 24, dated June 25, 2004,

attached as Exhibit EWEB/106.

Q: COULD THE TERMS OF THE PROPOSED ACQUISITION NEGATIVELY

20

21

22

23

IMPACT THE AMOUNT OF FUNDS AVAILABLE TO PAY
UNEXPECTED DECOMMISSIONING COSTS?
Yes. EWEB is concerned that certain terms of the proposed acquisition will

negatively impact the amount of funds available to pay unexpected Trojan
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decommissioning costs. EWEB is specifically concerned that the acquisition will
result in a heavily leveraged consolidated balance sheet of PGE and OEUC. See
EWEB/105. Under the terms of the proposed acquisition $240 million in cash will
be used to fund the purchase price through a dividend payment to OEUC. OEUC
proposes to maintain only $10 million in cash on hand which is significantly lower
than the cash reserves currently maintained by PGE. Depletion of cash reserves
will likely raise the potential need for additional credit facilities to fund any
unexpected decommissioning costs. At least one credit rating agency, however,
has put PGE’s already eroded corporate credit rating and all issue ratings on
CreditWatch with negative implications as a result of the proposed acquisition by
OEUC. See EWEB/105. OEUC proposes to supplant the cash reserves with
certain revolving credit facilities at closing. These revolving credit facilities are
expected, however, to include final terms allowing termination of the facility and
cause acceleration of the debt repayment obligation if OEUC or PGE experiences
financial difficulty and an event of default such as bankruptcy occurs. See
Applicant’s Response to Request EWEB/OEUC 4, attached as EWEB/107.

WILL THE PROPOSED ACQUISITION IMPACT THE SOURCE OF
FUNDS POTENTIALLY USED TO PAY DECOMMISSIONING COSTS?
Yes. PGE has recognized that if actual decommissioning costs significantly exceed
the previously estimated amount, funds collected through rates may not be
adequate to cover actual decommissioning costs and may require that PGE utilize
available cash and credit facilities to cover the shortfall. See EWEB/108. PGE’s

cash reserves will be lowered, however, and its credit rating potentially
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downgraded, as a result of the proposed acquisition. These factors will combine to
reduce PGE’s flexibility to cover any Trojan contingency with cash reserves or
short-term borrowing. At the same time, PGE is seeking to reduce its obligation to
maintain financial protection for Trojan. If this request is granted by the NRC, then
PGE would likely reduce the amount of insurance carried for Trojan. If cash
reserves, insurance and short-term borrowings are insufficient, then the net impact
of the proposed acquisition may be to increase reliance on potential retail rate
surcharges to meet future Trojan expenses not contemplated in the
decommissioning plan.

DOES EWEB PROPOSE THAT THE COMMISSION ADOPT ANY
CONDITIONS TO ASSURE PAYMENT OF THE TROJAN
OBLIGATIONS?

Yes. Ifthe Commission determines that there is a reasonable possibility that PGE
might not be able to meet all of its expected and unexpected Trojan obligations
given the available sources of revenue, then EWEB proposes that the Commission
require PGE to post a surety bond, letter of credit or provide insurance for a
reasonable time and in a reasonable amount. As stated above, EWEB does not
oppose the acquisition of PGE and does not seek to place any unjustified burdens
on the transaction. EWEB seeks only those financial protections that would
reasonably ensure that the public and other Trojan owners are protected from the
possibility that PGE will be unable to pay some unexpected Trojan expense.
HOW LONG DOES EWEB PROPOSE SUCH FINANCIAL PROTECTIONS

REMAIN IN PLACE?
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Such financial protections should remain available at least until PGE receives and
maintains a specified credit rating approved by the Commission or the Commission
determines that PGE has restored cash reserves adequate to meet unexpected
Trojan expenses. In other words, the financial protections should be required only
so long as PGE is in a financial condition that makes it unlikely that it will be as
able to meet its share of these obligations as a highly credit-rated public utility.
WHAT AMOUNT OF FINANCIAL PROTECTION SHOULD THE
COMMISSION REQUIRE?

The financial protection should be in proportion to the magnitude of the identified
contingencies as determined by the Commission. Whatever the magnitude of the
contingencies, EWEB submits that a reasonable upper limit on any such financial
protection would be $240 Million which is roughly equivalent to the reduction in
PGE cash reserves as a result of the proposed transaction.

SHOULD THE COMMISSION REQUIRE THAT SUCH FINANCIAL
PROTECTIONS BE GUARANTEED?

Yes. The availability of any such financial protections to meet any unfunded PGE
Trojan expenses should be unambiguously guaranteed to ensure that the surety or
insurer will not delay performing its duties by contesting whether the bond or
insurance requires it to perform. This guaranteed performance would give PGE
access to immediate funding without the threat of an emergency rate surcharge.
DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, at this time.

Page 10 - TESTIMONY OF KEN BEESON
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STATEMENT OF QUALIFICATIONS AND EXPERIENCE

Ken Beeson is an Energy Resource Projects Manager at the Eugene Water & Electric Board.
Since 1991, he has managed EWEB interests in various generation projects including a
cogeneration project in northwestern Oregon, a wind project in southeast Wyoming, siting of a
geothermal project proposed (but not constructed) near Newberry Crater in Central Oregon, and
the decommissioned Trojan nuclear project. He is currently managing EWEB participation in a
gas-fired project proposed in northeastern Oregon. His experience also includes coordinating the
installation of EWEB?s fiber optic telecommunications system and the recent review of EWEB
electric system capital requirements. Ken started work at EWEB in 1976 in operations and

engineering. He has a Bachelor of Science degree from the University of Oregon.
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AGREEMENT FOR CONSTRUCTION

OWNERSEIP AND OPERATION
of the Pa _-—A
TROJAN NUCLEAR PLANT ge—l_Ofi;ﬁJ

THIS IS AN AGREEMENT between PORTLAND GENERAL ELECTRIC
COMPANY, a corporation of Oregon, herein called "PGE", PACIFIC
POWER & LIGHT COMPANY, a corporation of Maine, nerein called
"pacific", and THE CITY OF EUGENE, a municipal corporation of the
State of Oregon acting by and through the Eugene Water & Electrilc

Board, herein called "Eugene", each individually called "the Party",

collectively called "the Parties”.

— e we e we— Weas e

Eugene 1is a clty of the State of Oregon which, acting
through the Eugene Water & Electric Board, owns and operates an
electric light and power system and PGE and Pacific are investor
owned electric utility corporations subject to regulation by the
Public Utility Commissioner of Oregon. )

In order to achieve the economies of size, the Parties

ropose to plan, finance, acqulre, construct, operate, own and
maintain each with an undivided interest in common facilities
comprising a nuclear plant for the generation of electricity of
approximately 1100 megawatts net electric capacity.

PGE has acquired a parcel of real property on the Columbia

River between Prescott and Goble in the State of Oregon, known

as the TroJjan site, as the site for suéh nuclear plant known as
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the "Trojan Nuclear Plant", and PGE has, in connection therewith,
entered into certaln contracts for planning, engineering and
purchase of components and fuel for said plant and has filed an
application for a license and permit to construct the plant
together with a Preliminary Safety Analysis Report with the Atomic
Energy Commission.

Now then, for and in consideration of the covénants
and agreements hereinafter set forth, the Partiés hereby agree

as follows:

1. DEFINITIONS: (a) "AEC" means the United States

Atomic Energy Commission and such SucCCe€s50T agencies as shall have
responsibility {or licensing or regulating nuclear power generating
plants.

(b) “"Costs of Construction" means all costs attributable
to the acquisltion and construction of the Project and of making
it ready for operation, excluding the cost of fuel and interest
during construction. Credits relating to Costs of Constructions,
including insurance proceeds, shall be applied to such costs when
received. |

(c) "Costs of Operation” means all costs attributable
to the operation and malntenance of the Project, fuel and rights

relating thereto, elective capital addltions made pursuant to
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Section 19, and subsequent to the Date of Commercial Operation,
repairs and renewals and replacements necessary to assure design
capability, and betterments and additions reoguired by governmental
agencies, Credits relating to such costs, including insurance pro-
ceeds, shall be applied to Costs of Operation when received.

(d) "Date of Commercial Operation" means the date fixed
by PGE as the polnt in time when the Generating Plant is ready to be
operated on a commercial basis pursuant to schedules submitted by
the Partles,

(e) "Generatin plant” means the Nuclear Steam Supply
System, the turbine-generator and related structures &and facilities,
inciuding tho cceling tower, Trojan substatilon, including facillties
for sﬁitéhing and transformation to 230-kv, together with aggditions,
betterments and replacements thereto and appropriate equipment,
spare parts and initial operating supplies, bub excluding fuel.

(r) "Iabor Costs" shall mean all payroll, related employe
benefit costs and employee expenses of all direct employees of the
Parties, other than of ficers and principal department heads, charge-
able to the Trojan Project.

(g) "output" means the net capacity and energy from
the Generating Plant whlcﬁ can be made available at the 230-kv

terminals of the Trojan substation after statlion use and losses.
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(h) "Ownership Share" of a Party means the decimal
fraction specified in Section 2(a) or as may be adjusted pursuant
to Sections 2(b) or 2(c), 16 and 17.

(1) "Plant Real Property" means that part of the real-
property described in Exhibit A which underlles the Cenerating Plant
and the visitors' center, together with a non-exclusive easement
over the remainder of such real property for all purposes necessary
or appropriate to the construction, operation and maintenance of
the Generating Plant, all subject to the conditions relating to
easements necessary or appropriate to permit the placement and
operation of other facilities as provided in Section 20 hereof
on the reazal property described in Exhibit A, bthe prohibitiQr
of partition and conditions contained in Section 2 and the
reverter described in Section 24. The costrof Plant Real Property
is $600,000.

(j) "Project" means the (i) Generating Plant, {ii)

Plant Real Property, (1il) fuel and rights relating to fuel,
(1v) all licenses, permits and rights necessary to construction
and operation of the Project, (v) visitors' information and
view structures, signs, landscaping and recreational facllities
placed or constructed upon the property described in Exhibit A,

(vi) roads, railroad spurs, docks, parking lots, fenclng and
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similér facilities, and (vii) all cash in the Construction and Opera
ting Trust Accounts and all things acquired with funds from such
accounts, ' _

(k) "Project Consultant" means an individual or firm, of
national reputetion having demonstrated expertise in the field of ¢t
matter or item referred to it, appointed for the resolution of a dii
ence regérding a matter or item referred to it. A different Project
Consultant may be appointed for each matter or item referred.

(1) "Prudent Utility Practice" means any of the practice
methods and acts engaged in or approved by a significant proportion

he referen

ct

of the electrical utility industry prior to the time of
or any of the practices, methods and acts which, in the exercise
of rezsonabls judgment in iight of the facues Kndwa 2t the £im2 the
decision was made, could have been expected to accomplish the desiz
result at the lowest reasonable cost consistent witn reliabiliity,
safety and expedition. Prudent Utility Practice shall apply not
only to functional parts of the Project, but also to appropriate
structures, landscaping, painting, slgns, lighting and other facil
and public relations programs reasonably designed to promove publl
enjoyment, understanding end scceptance of the Project. Prudent
Utility Practice is not intended to be limited to the optimum
practice, method or act to the exclusion of all others, but rather

to be a spectrum of possible practices, methods or acts.

2. OWNERSHIP, RICHTS AND OBLIGATIONS: (a) The Parties

shall have title to the Project as tenants ln common and shall,

-.5—-
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as co-tenants with an undivided 1ntefest therein and subject to
the terms of this agreement, own the Project, have the related
fights and obligations, participate in its construction and
operation and be entitled to its Output in the Ownership Share
as follows; provided, however, that the Ownership Shares of

Eugene and PGE shall be changed pursuant to Section 2(b) or

2(c):

| PARTY ) OWNERSHIP SHARE
PGE .675
EUGENE .30
PACIFIC .025

{b) If Eugenc has been unable for a period of 60 days
to make paymenls due nereunder on account of Costis of Construction,
but has made in good faith all possible efforts to raise the {funds
necessary to make such payments, PGE shall, after notice by either
Eugene to PGE or PGE to Eugene, make the payments due from Eugene
on account of the Costs of Construction and Eugene shall make no
further such payments. Effective on the date specified in such
notice Eugene's Ownership.Share shall be reduced to the decimal
expression (rounded to the nearest ten thousandth) of the fraction
in which the denominator is the then estimated total Costs of

Construction and the numerator is the amount paid by Lugene prior

to the cate stated in such notice, and the Ownership Share of PGE



EWEB/102
Pagelllofiiﬁ)

shall be increased by the amount of such reduction; provided, now-
ever, that in the event Eugene's Ownership Share is reduced to less
than 0.05, up tc the Date of Commercial Operatlon PGE shall have the
right but not the obligation to purchase such Ownershlp Share at an
amount equal to Eugene's costs thereof plus 5% of such costs. On
the Date of Commercial Operation the Ownership Shares of PGE and
Eugene shall be readjusted computed as aforesaid, but using the
total Costs of Construction as estimated on the Date of Commercial
Operation. If Eugene and PGE are unable to agree on the estimated
total Costs of Construction, the matter shall be referred to the
Project Consultant whose estimate shall be binding on them ana
whose costs shall be borne equaily by them.

/ ) - 3 . ; L e IS < B o B e A T TR e
(c) 1r prior to the vate of Commercial Cperation Zugen

is not able Co lease all of its Ownership Share of the initial fuel
core or obtain financing for its costs of the initial fuel core other
than from Eugene bond proceeds and gives PGE written notice thnereof,
PGE and Eugene shall then agree upon an estimate of the Costs of
Construction and an estimate of the amount expended and to be expendec
by Eugene from such bond proceeds on account of costs of the initial
fuel core, If the two ?arties are unavble to agree on such amounts
they shall refer the matter to the Project Consultant whose e¢scimates

shall be binding upon them and whose costs shall be borne egually by

them. Thereafter, lLlugene's Ownersnip Share shall be reduced to the
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decimal expression (rounded to the nearest ten thousandth) of the
fraction in which the denominator is such cstimated total Costs
of Construction and the numerator is such total Costs of Constructio
times 0.30 less such estimated amount expended and to be expended
by Eugene from bond procceds on account of the initial fuel core;
and PGE's Ownership Share shall be increased by the amount of sﬁch
reduction. At the same time PGE shall credit Eugene with the ciffer
between the amount theretofore paid by Eugene and the amount which
Eugene would have paild had its reduced Ownersnip Share been in effec
from the beginning of this agreement, and the balance shall be appli

to future payments due under this agreement.

3

{a) Each Party shall promptly and with all due diligence

1>
63

tave all necessory 2cticon and seek all regulatory approvals. license
and permits necessary to carry out 1its obligations under tnls agreen

(e) Upon receipt of regulatory approval, changes in a Pal
Ownership Share shall take place by virtue of this agreement and wit
out any further act, but each Party shall from time to time on requ
execute deeds, bills of sale and whatever other documents may be ne:
essary in addition to this agreement to evidence title as changed.

(f) The Parties expressly walve any right of partition -
of the Project and tne real or perscnal property related tnerevo
uritil the End of the Project as described in Section 24.

(&) ©Nothing in this agreement shall create a parinersaip
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joint venture, assoclation or, except as provided in Sections 7 and
10, a trust. Each Party shall severally bear its Ownership Share
of all obligations, including the supply of energy for station use
when not generated by the Project, and liabilities relating to the
Project as they arise.

(n}) Each Party and its designees shall have the right
to go upon and into the Project at any time subject to the rules
and regulations of public authorities having jurlsdictlon thereof
and to the necessity of efficient and safe construction and
operation of the ProjJect, but PGY shall have possession and control
of the Project for all the Partles.

(1) In order to provide unified management of the Project,
Eugene and Pacific authorize and designate PGE to construct and
thereafter operate and maintain the Project ander the terms of
this agreement; provided, however, that PGE shall not be deemed
to have the status or responsibility of an i;dependent consultant,
contractor or engineer.

(3) In construction and cperation of the Project each
Party shall act without compensation other than relmbursement of

cos3is and exXpenses a

wm
14
[43]

provided hereln. In consideration thereof
cach Party expressly agrees that each other Party indlvidually
shall not be liable to such agreeing Party for any claims or

damagre, including claims or damage covered by 1lnsurance, based
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on or arising from a negligent act or omisslon of an agent or employece
of such other Party, in connection with ownership, constructicn or
operation of the Project, and that payment of such claims shall Dbe Cos
of Construction or Costs of Operatioh as appropriate.

3, ENGINEERTNG AND OPERATING DECISIONS: (a) At the

time of the execution of this agreement and thereafter from time
to time each Party shall appolnt two members to the Engineering
Committee and waen requested‘by PGE, but no later than one month
prior to the expected date of the first payment on account of
fuel, each Party shall appoint two members to the Operating
Committee. Each Committee shall meet at such times as may be
agreed or upon three days' written notice by any memper, and

shall keep written minutes of its meetings. Ldch member of z

3

Committee shall have the right to vote that part of the Owner-
ship Share of the Party appointing him designated in the notice
of his appointment, but the total voting rights of 21l members
of a Committee appointed by one Party shall not exceed such Party's
ownership Share, Any actlon which may be taken at a meeting of
a Committee may be taken without a meeting by indlvidual actlion
taken in writing by members of the Committee, ,

(b) PGE may, and where this agreement requires it PGE
chall submit matters (including, without limitation, fuel plans,
estimates and schedules) relating to construction or operation

o7 the Project to the appropriate Committee, and matters not aisappr

i
fot
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by a member of such Committee within the time after submission
specified in this agreement (or if no time 1is specifled, within
seven days) shall be deemed approved by such member. Matters
disapproved by a membef shall be segregated by him so that the
exact items of difference are identified and, subject to the pro-
visions of Sections 10(a) and 12(b) with respect to the matters
therein provided, items so ildentified shall be referred by PGE
to the Project Consultant. Each member which within the limited
time disapproves an item shall at the time of such disapproval
state in writing his reasons and what alternative 1is acceptable
to him. Items not so ldentified shall be deemed approved.

(¢) The Project Consultant shall be appointed by PGE
upon unanimous agreement of the Commlttec maXin
In the absence of such agrecement, PGE shall request the Chiefl
Judge of the United States District Cowrt for the District of
Oreson to appeint the Project Comsultant.

(d) The Project Consultant shall consider all written
arcunents and factual materials which have been submitted to it
by any member within the ten days following 1ts appointment. and
as promptly as possible after the expiration of sucn period make a
written determination as to whether any dlsapproved item referred
to 1t would or would not have been consistent with Prudent Utilicy

Practice, If the ProJect Consultant determines that the i<em
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referred to it was not consistent with Prudent Utility Practice,
then and only then it shall recommend what would under the same
circumstances have met such test.

(e) Matters or items found by the Project Consultant
to be consistent with Prudent Utility Practice shall become
immediately effective. Matters or items found by the Project
Consultant to be inconslstent with Prudent Utility Practice shall
be modified to conform to the recommendation of the Project
Consultant or as the appropriate Committee otherwise agrees
and shall become effective as and when modifiled.

(f) The cost of employing the Project Consultant and
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Consultant determines that the item referred to it was not consisten
with Prudent Utility FPractice. If the Project Consultant determines
that the item referred to it was consistent with Prudent Utility
Practice, such costs shall be borne by the Parties whose members
on the Committee disapproved such item, in proportion To their
Ownership Shares.

(g) PGE shall have the right but not the duty to proceea
with an item which ha$ been disapproved by a member of a Committee;
provided, however, 1f PGE takes such actlon on a disapproved item

and if the determination made by the Project Consultant 1s that the
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1tem was not conslstent with Prudent Utility Practice, then PGE
shall individually bear the net increase in the Cost of Construction
or Cost of Operation of sueh action to the extent 1t was inconsistent
with what the Project Consultant determined would under such circum-
stances nave met such test,

(h) No member of a Committee (or his successor) shall
disapprove (1) matters submitted to such member which he has
previously approved or which were submitted to his Committee pur;
suant to the terms of this agreement and not disapproved by nhim
within the time allowed, (11) items found by the Project Consultant
to have been consistent with Prudent Utility Practice, or items
modified by the Project Consultant, or (iii) items involving a
cost borne by PGE.individually, or (iv) items with a cost less
than $100,000.

L. CONSTRUCTION AND LICENSING: (a) PGE shall take

whatever action 1s necessary or appropriate to seek and obtain
all licenses, permits and other rights and regulatory approvals
necessary to construction and operation of the Project for itself
and on behalf of the cother Parties.

(b) PGE shall prosecute construction of the Project
in accordance with Prudent Utility Practice and plans and
specifications for the Project shall be prepared or approved by

Bechtel Corporation. PGE shall schedule the Date of Commercial

- 13 =



EWEB/102
Page ﬁ of @
Operation to be, as near as may be, September 1, 1974,

PGE shall award separate contracts for readily separable
parts of the work, the objective belng to accomplish the constructlio
of the Project at the least overall cost consistent with the high
quality redquired, Construction contfacts shall be lump sum or
unit price if 1t is consideread rfeasible to get satisfactory bilds;
otherwise they shall be cost reimbursable types of contracts with
incentlve clauses.

As a matter of pollcy, PGE shall advertise for bids Irom
among, prequalified contractors and award the contract to the lowest
responsive bidder unless there are substantial reasons for deviating
from the policy in a particular case. Contracts so awarded Wi
include the provisions required to pe inczuded Ty DXETU

PGE shall keep the members of the Engineering Committee
fully informed of all matters PGE deems significant with respect
to construction of the Project where practicable in time for the
members to comment thereon before declsions are made and of such
other maﬁters as requested by any member, PCE shall submlt bids
and proposed contracts involving more than $500,000 to the Engineer
ing Committee before faking action thereon.

(c¢) PGE has entered into contracts relating to the Proje

listed in Exhibit B. Eugene and Pacific ratify and approve the sal

contracts.
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5. REIMBURSEMENT IFOR ADVANCES: (a) At the time this

agreement 1s executed by all Parties Eugene and Pacific shall pay
PGE thelr respective COwnership Sharcs of the Costs of Construction
and Costs of Operation, except administrative and general costs
advaned by PGE up to the time of payment plus administrative and
general costs equal to 0.95 percent of such Costs levelized pur-
suant to Section S5(d) and plus the interest cost to PGE from the
time of such advances. At the same time each Party shall directly
pay to Eugene and Pacific 1ts respective Ownership Share of the
Labor Costs and sefvices advanced by such Parties with the consent
of PGE for the benefit of the Project, plus interest costs.

(b) PGE shall be reimbursed from the Construction Trust

g}

Account for Costs of Construction advanced by it arter this agreemer
has been executed by &ll Parties for, among other things: (i) Labor
Costs, (i1) other Costs of Construction exbended for the beneflt

of the Project, including, without limiting the generality of the
foregoing, equipment, materials, supplies, travel and construction
power, and (iii) administrative and general costs in an amount equa.
to 0.95 percent of all Costs of Construction levelized pursuant to
Section 5(d) except Costs of Construction reimbursed pursuant to
Section 5(a) and except such administrative and general costs,

After this agreement has been executed by 21l the Parties Lupene
. & %

and Pacific shall be reimbursed from the appropriate trust account
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for advancements on account of Labor Costs made thereaiter witn
the consent of PGE as part of the Costs of Consctruction,

(c) PGE shall be reimbursed from the Operating Trust
Account for Costs of Operation advanced by it after thils agreement
has been executed by all Parties for, among other things: (1) Labor
Costs, (ii) other operating costs expended for the benefit of tne
Project, including, without limiting the generality of the foregoing,
equipment, materials, supplies and travel, (1ii) administrative and
general costs in an amount equal to 0.95 percent of Costs of Operatio
except such administrative and pgeneral costs prior to the effective

date of the Tirst Operating Budpet levelized pursuant So Section 5(d)

-

wd

r Je

and (iv) administrative and general costs included in the Operating
(d) The sum of the amounts of administrative and general
costs due under Sections 5(a), 5(b)(iii) and 5(c¢)(iii) shall be
estimated. Such sum shall be levelized and paid at such times and
in such amounts that an equal amount is paid in each month of the
period from January 1, 1969, to the estimated Date of Commercial
Operation, except that the sum of the amounts which Wwould otherwise
have been duc in the months prior to the time this agreement is
executed by all Parties shall be paida at such time. I during the
period of construction Project facilities, constructlon work or

licensing reaunirements and activities increace substantially beyond

- 16 -
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those contemplated by said estimate, or 1f the Date of Commercial Ope
tlon is significantly delayed, PG shall be equltably reimbursed by
the other Partles for such Parties! Ownership Shares of any increased
administrative and general costs occasioned by such increases or dela

6. CONSTRUCTION BUDGHT : An initial budget of the amounts

expected to be expended for specific items of Costs .of Construction 1
each month from the date of this agreement to December 31, 1970, and
in each quarter thereafter to the completion of construction as deter
mined by PGE, has béen submitted to the Parties and is hereby apprbvc
By September 1 of each year until the completion of construction PG

shall submit to the Engineering Committee an updated budget,
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be expended therefor in each month during the next calendar year and
in each quarter therecafter. Such budgets shall become effective unle
disapproved within 30 days after submittal. Construction budgets
shall be changed by PGE from time to time during a calendar year as
necessary to reflect substantial changes in construction schedules,
plans, speciflications or costs, and when so changed shall be submitte
similarly to tThe Enginéering Committee. Such changes applicable to
the - current calendar year shall be subjJect to disapproval for only

seven dayc following submission.,

7. CONOTRUCTION PAYMENTS: (a) PGt shall establish a

separate Construction Trust Account in a bank located in the Stat

o’ Oregon and having qualifications meeting all requirements imposed

- 17
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upon depositories Tfor any of the Parties. All moneys for Costia

of Construction of the Project not paid pursuant to Section 5(a)
gshall be deposited therein and PGE shall wltharaw and apply funds
therefrom as necessary to pay all Costs of Construction.

(b) Upon execution of this agreement each Party snall
pay into the Construction Trust Account 1ts Ownership Share of a
working fund of $100,000 and each Party shall thereafter continue
o maintain its Ownership Share of such fund atv such amount.

(¢) Except as otherwise agreed by the Partles, each
Wednesday PGE shall notify Eugene and Pacific of the Costs of
sonstruction and reimbursement of the working fund expected to be

pald during the next calendar week and, whether or not such amounts

e
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sShare of such amounts in the Constructilon Trust Account on the
first banking day of such weelk,

(d) Upon completion of the construction of the Project,
acceptance ol the Generating Plant by PGE and settliement of all the
obligatlons relating to construction, PGE shall close the Construcs i
ITust Account ana distribute to each Party i1ts Ownersnip Share of
any balance remaining.

8. OPERATION: PGE shall carry out operation ané main-

tenance of the Project so as tc meet the requirements of the ALC

and other government agencles having Jurisdiction in the matter and

- 18 -
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in accordance with Prudent Utillty Practice, giving due conslderation

to the recommendatlion of the Operating Committec and to tne

ct

manufacturers' warranty requircments. Subject to the forezoing and
to the provisions of Section 12, PGE shall operate and mainvain

the Project so as to produce the amounts of energy scheduleda by

the Parties within thelr respective Ownership Shares ol the net
capacity of the Generating Plant.

9. OPERATING BUDGETS: (a) At least three months prior

to the expected Date of Commerclal Operation, PGS shall submit

to the Operating Committee a budget of the Costs of Operatlion,
except fuel costs, but including administrative and general expenses
relating to operation and fuel, Tor each month Irom the expected

~
iy Y es Al

s s T o P G T e P —~ A e mae o~ o~ anAR T 3
Date of Commercial (peraticon U0 Thné nGXU TULlIICTinp Janusty 1, anag

1T the Date of Commercial Opcration occurs sudbsequent TO September

1 in a calendar year, a similar Operating Budget for the next succee:
ing calender year. Thereaftér, on Septemoer 1 of each year, PGE
shall submit to the Operating Committee a similar Operating Buaget
for the next succeeding calendar year, wnhlch Operating Budget shall
take into account the cumulative difference between payments into
and expenditures from the Operating Trust Account up to the preceain
August 1 and provide for reétoration, as necessary, of the working
cash fund. Each Operating Bucget shall be supported by detall

adequate to the purposes ol each Operating Commitiesg nember and

- 19 -
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shall show, among other things, staffing allocations and PUo
services, Such budget shall become effective unless alsapproved
within 30 days after submittal.

(b) The effective Operating Budget shall be changed:
(1) to include costs occasioned by an emergency, {1i) to provice
for repairs, renewals, replaccments or additions necessary To
achieve design peak and energy capability, or (ili) to provide
for an expenditure required by governmental authority or an
expenditure required by Sectlon 16. Promptly aiter the occurrence
of any of the above events and promptly after the occurrence of
other circumstances requiring the expenditure oi funds not contem-

plated in the effective Operating Budget PGE shall suomiv a r

&

Operating Budget o the Operacing vommivies. Cosis
in the exercise of Prudent Utiliity Practice prior to the time a
revised Operating Budget becomes effective shall be added as incurred
to “the amounts due under the Operating Budget. The revised Operating
Budget shall become effective unless disapproved within seven days

after submittal.

10. OPERATING PAYIENTS: (a) Prior to the date of the

iy

irst payment required on account of fuel, or such earlier Lime
as vhe Operating Committee shall agree, PGE shall establish an
Operating Trust Account in a banikk located in the Jtate of Oregon

and havine aualificatlions meetins all requirements imposed upon
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deposiﬁories for any of the Partles. Prilor to the Date o1
Commercial Operation each Party shall deposit in such Account its
Oownership Share of a working cash fund of $100,00C or such other
amount as the Operating Committee shall determine by a vote of 0.75
Ownership Share, All moneys received by PGE as operator of the
Project on account of the Project, except Costs of Construction,
shall be deposited in such Account.

(b) No later than the next to the last business day of
" each month each Party shall deposit in the Operating Trust Account
such Party'!s Ownership Share of the amount budreted for the next
succeeding month in the effective Operating Budget; provided, how-
ever, that when a revised Operating Budget becomes effective during
a month each Party shall immediately,deposit in the Cperating Trust
Account such Party'!s Ownership Shéfe of any increase efTectuated
by the revised Operating Budget for that month.

11. FUEL: (a) After consultation with the Operating
Committee, giving due consideration to the desires of each Party,
PCi: shall prepare and submit a fuel management plan and changes
therein to the Operating Committee sufficiently in advance of

the oroposed action relating thereto to permit consideration anda

prosecution of the plan. Each such plan shall deseribe in detail "
enchocontenplated cction and payment and the dhates thereoi, and,

where applicable, core usage and design burn-up, and estinated

- 21 -
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fueling date. Such plan shall bccome effective unless disapproved
within 30 days arter submittal, and subject to the provislons of
Section 11(b), PGE shall implement such plan.

| (b) If no effective fuel management plan providazs
specifically for a different time and manner of fueling, at the
tjme when the design burn-up has been achleved and zlso on ¢ach

October 1 unless the core then contalns suff;cient energy to painidd,

operation of the Generating Plant at 85% plant factor to the follcu-
ing March 1, PGE shall proceed to fuel the Gencrating Plant subject

to availability of fuel and to license and operating limitations

Lard o

(¢) At the time of each fueling PGE shall subalt to
the Operating Committeec an estimate of the next fuelling date;
the kilowatt nours of nct cnergy availadble to such niut fusling;

and the cost per kilowatt nour of energy avaliladble to the next

]

fueling date. Such cost per kilowatt hour shall oe based upon
ectimates of (1) plant factor, (11) deoign burn-up, and (iii)
paymcits nade or to be made from the Opezrating Trust Account,

minus net Tuel recoveries credited or to be éredited to such
Account, all as applicable to the core between sucnh fuelinpg date
and the next planned fueling date. I no member of the Operating
Committee disapproves such estimate within 30 days of its submitctal,
it shgll become eilective,.

(d) Tach rarty shall pay or cause to be paid into the

- 2D -
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Operating Trust Account its Ownership Share of each payment related
to fuel required by the fuel plan at least seven days prlor to the
date when payment 1is due; provided, however, tnat each such Party
shall have the right to make whatever arrangements 1t may desire,
whether by lease, securilty transaction or otherwise, for the
discharge of its Ownership Share of such obligation so long as
such arrangements do not impair the rights of any other Party.
PGE shall disburse each payment related to fuecl from the Operating
Trust Account when due. ILach Party shall receive its Ownership
Share of each net fuel recovery credit.

{(e) PGE shall keep an hourly record, cumulative from the
time of the most recent fueling, charging to each Party the net
enercy which has been generated for such Party and the net energ
for which such Party has become entitled to be paid pursuant to tnis
subsection (e). When the sum of the amounts. so charged to a Party
equals such Party's Ownership Sharc of the net energy estimated
to be available pursuant to Section 11(c) such Party shall become a
deficient Party and, while there are other Parties which are not
deficient, shall be required to pay the cost estimated pursuant
to Section 11(c) for each iiilowatt hour thereafter scheduled by
it until “he next fueling. Such payment shall be made to each

arty which was not at the time of such schedule a deficient Party,

- 23 -
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in the proportion that such Party's Ownership Share bore to the
sum of the Ownership Shares of all Partles which were not deficient
Parties. Amounts becoming due during & month shall b2 paid by tho

15th day orf the next succeeding month.

12, SCHEDULING: (a) ZEach Party shall be entitled to
recelve as scheduled all or any part of its Gwnership Share of
the Output of the Generating Plant at the 230-kv terminals of tho
Trojan substaﬁién.‘ Each Party shell report i¢s hourl& schodule
for the following day to PGE's dispatcher by 4:00 p.m. each day,
except that the achedule for holiddys, Saturdays and Sundays,

and for the day folleowinz such days shall be submitted by 4:00 p.m,

of the preceding veek day; provided, howaver, that each ParCy
shall have the right to change its schedule on shorter notice
to reflect changes in its requirements. Should the total of

rcquested changes in the lcevel of opepationvof Clx Generating
Plant reguire a ratc of cnange in'excess of elther Chat proseribed
by its manufact&rers or in the AXC opérating license, cacn Party

whose scheduled rate of change 1s in excess of its Ownership

Share of the prescribed 1init shall be limited proportiénately
80 that the tdtal rate ol change Goed not oxceod the proescrive
ratc of change. IT fulfilliﬁg the reguested cchedulies of Parivies
vould require operation of the Generating Plant at an operatin

level belou the minimuus recommended by its manuleciurcrs or the

-~ 2l -
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terms df the AEC operating license, whilchever 1s higher, the PGE
dispatcher shall immediately notify all the rarties, who with
PGE shzll have the right (proportional in accordance with the

- Ownership Share of each among those exercising such right) to

supply the requested schedules from other sources 1n lieu of opcrat-
ing the Generating Plant and to be paild therefor, by the 15th day
of the month following the month of delivery, at the rate per
kilowatt hour established pursuant to Section 11(c). If none of
the Parties agrees to supply such schedules as so requested, the
Generating Plant shall be operated at the minimum generation per-
mitted by the manufacturers' recommendation or the teras of the AEC.
operating license, whichever is higher. Tne rarties wnose
schedules are greater thnan their Ownership Share of such minimum
generation shall take such schedules, and the olher Farties sirail
schedule and take (proportional to their Ownersnip Shares) the
remainder of such minimum generation.

(b) PGE shall schedule Genersting.Plant outazes ouwney
than fueling ouvtazes and notify the Operating Comuittee as Co

the time and duratlon thereof as far in advance as praciicadl

R avic.,
If the Operating Committcee cdoes not disappirove such outazge by a
vote of more than .25 Shazre within five duys, the Gunoracling Plant

shall be shut doin 4in accordéance with such scheduie. Notuwl

2t ot e, DD
LGNS ArIa 1l

2

the foregoing, PGE m2y shut the Generating Planc down Lo aveild
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hazard to any person or property.

(¢c) When testing of plant facilitles requires generation,
each Party shall make provision for acceptance of 1ts Ownersnip
Share of such generation. PGE will notify Parties of test schedules
as far in advance as practicable.

(d) During any hour in which the Project does not generate
its station use and losses to the 230-kv terminals of the Trojan
substation, PGE's dispatcher shall notify the Parties and each
Party shall deliver its Ownership Share of such energy to the
Project.

13, ACCOUNTING:

~~
w
-~

PGE shall keep separate, complete

and accurate account of all deposits in and withadrawvals from the
construction Truct Acccunt and each of the Parties shall keep

compléte and accurate accounts of all costs incurred by 1t for
which it 1s to be reimbursed from such Account.

(b) PGE shall keep separate, complete and accurate account
of all deposits in and withdrawals from the Operating Trust Account
and complete and accurate account of all costs incurred by it
for which it is reimbursed f{rom such Account.

~(¢) ALl accounts shall be kept so as to permit conversion
to the system of accounts prescrilbed for eleciric ucilities by the
oderal Power Commission, and thce allocation of costs by PGL between

“Costs of Construction and Costs of Operation pursuant to this agree-
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ment shall bpe bind6Gg on the Parties for purposes of this agreement,
but the manner in which accounts are kept pursuant fo this agreement
is not intended to ve determinative of the manner in whicn they
are treated in the books of account of the Partiecs.

(d) Each Party shall have the right at any reasonable
time to examine the separate books of account kept by PGL pursuant
to this section and to examine the books of account and all support-
ing data and documents relating to anounts for wnich any Party is to
be reimbursed from the trust accounts, and to examire and copy all

ons, bids and contracts relating to the Project.

S8

plans, specificat
(e) PGE shall by the 15th of each month supply to each

Party a complete itemized account of all deposits in and witharawais

cr

from the trust accounts during the previous montn, tvogethe

3

with

an ltemization of the basis for reimbursement made

e

o PCE Iron
such account during such month. PGE shall cause all accounts to be
audited by independent Certified Public Accountants ol national

approximately annual

ct

reputation acceptable to all the rarties a
intervals and when such accounts are closed. <Copies of such audits
shall ve sunplied to each Party.

14, INSURANCL: PGE shall maintain in Torce, Tor the

berefit of Lhe Parties as their intercsts chall anpear, as a Cost ol

Conctruction or & Cost of Operatlion as appraopuriabe, suash insurance

- 27 -
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as the Parties may agree upon, but not less than is required uncéer
the contract wlth the Bechtel Corporation during the time 1t 48 in
force, and thereafter not less than will satisfy the requirements

of the Atomic Energy Act of 1954, as amended, and conforin Lo Prudont
Utility Practice. PGE shall keep the o@her Parties inforicd as

té the status of insurance in force and if it does so, PGE shail

not be liable for any failure to insure or inadcauacy of coverase.
Procecds from such insurance for loss or damage to the Project sn3ll

be deposited in thec appropriate trust account and shz2lld be applicd

N

to repair of such damage as prov ded in Secticn 16.

G
15. UNCONJROLLABLE FORCES: Xo Party shall bte in defaunit

in performance oI any oblipation hereunder, ecxcept the payment
of money, 1f such failure of performance is due to cazuses wnich
such Purty could nov have reasonably been expeceted %o avoid.

16. DAMACE TO THE PROJECT: (a) In the event thot (1)

after the Date of Comrmercial Overation the Project surcfers damtgen
(- e

resulting {rom causes ocher than ordinarey weor, tecar o acterioricion

to Lthe cxtent that the estimated cost of reptiy as pnanincus iy

. D me e eyimee
agreed by mombors of thd Ooporabing Committee, oy, 57 Loly comanv
agree within & period of thrige wonths Irem the dzie of QuuiGo, U

cr
[
e
et}
)
[90)
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qetermined by the Project Concultant, excecds the <2

able procecds of insurance, 1if zny, by less than $56,000,C30, or

(14) prior to the Dave of Commercial Opzravion the Projuct SISO

- 28 -
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damage to any extent, and in either of such events, if the Partles
do not unapnimously agree that the Project 5hall be ended pursuant
to Section 24, PGE shall promptly submlit a revised Construction or
Operating Budget, as appropriate, and shall proceed to repalr the
Project, and each Party shall pay‘as budpgeted, into the, appropriate
Trust Account, its Ownership Share of the cost thereof in excess

of insurance proceeds.

(b) If after the Date of Commercial Operation the Project
suffers damare to the extent that the estimated cost of repair exceed
the estimated available proceeds of insurance, if any, by more than
$6,000,000 as determined in Section 16(a), the appropriate committee
shtall agree upon, or il they cannot 5o agree within six months from

the date of damage, the Project Consultant shall determine, the

M -
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stimated value of the Project as and when repairc

(o]
[¢4]
b4
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each Party which, within a reasonable time Eo be determined LY
the approorilatc committee gives notice in writing to the othner
Parties of its desire that the Project be repaired, shall, in tne
proportion that its Ownershlp Share bears to the total of the

Oownership Shares of all Parties siving such notice, pay into the

}

"

v
w

\

appropriate Trust Account, as budgeted in a revised el

al

o
o7
.

{

of the cost of repair in excess of Insurarnce roceeds, if any.
I{ any Party has given such notice, the Ownership Share of each

Party which does not give such notice shall, at the end ol the
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reasonable time which was determined by the appropriate committee,

pe reduced to the extent determined by the following formula:

I |
S. =58 V- (C -1
° LTv

T
where ‘
Vv = Estimated value of the Project as repaired
C = Estimated cost of repalr
I = Estimated insurance proceeds
So = Ownership Share prior to loss
Sy = Reduced Ownerahlp Share

At the same time the amount of suchn reduction shall be zdaded to
the Ownership Share of Parties giving such notice in the proportion

that the Ownership Share of zach bears to the total of the Ownar-~

(o

ship Shares of 211 Porties giving such notice.

(c) 1If after the Date of Commercial Operation the pProject
suffers damage to the extent that the estimated cost of repair as
determined in Section 16(a) exceeds the estilmated available proceeds
of insurance, if any, by more than $6,000,000 and no Party gives
the notice reguired by Sectlon 16(p), the Project snhall ve ended
pursuant to Section 2L4.

17. DEFAULT: (&) Upon failure of a Party to make any
payment when due or perform any obligation of an owner hereln,
any other Party may make written demand upon said Party, and if

said failure is not cured within 60 days from the date of such demanc

- 30 -
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1t shall at the expiration of such period constitute a Gefault.
A Party in default shall have no right to the Output of the Project,
to have representatlion on any committee, nor to exercise any other
right of a Party. In such event the defaulting Party's Ownershilp
Share of power and energy may be sold during the period of the _
gefault for the benefit of the defaulting Party (to third Parties
or other Parties to the agreement) and the proceeds applied to
the amounts owed by such Party. If a Party in good faith disputes
the existence or extent of such fallure, it shall wifhin said 60-day
pericd make such payment or perform such obligation under written
protest directed to the other Partles. Such dispute shali be
submitted to the Project.Consultant who chall deteramine the extent
the cbligation of the Party <¢isputling such Tallu:
ments shall be adjusted accordingly. Payments not made when cdue
may be advanced by the other Parties and, if so advanced, shall bear
tnterest, until paild, at the rate of 1% per month or the highest

lawful rate, whichever 1is lower.

(b) If such default results from the nonpayment of

capital ccsta, as defined in the Federal Power Commlssion Uniiorm
System of Accounts, and continues for a period of four months3,

the defaulting Party shall afford the other Parties the rignht (but

they shall not have the obligation) for an addivional pericé of

- 31 -
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two months to elect, by notice in writing, to undertake the payment
of such capital costs in full. In such caSe any advances oI such
capital costs previously made pursuant to Section 17(a), and any
additional payments necessary to pay such capital costs in full,
shall be for the account of the paying Party, and the defaunlting
Party's Ownership Snare ~shall at the time of such election be reduced

to the extent determined by the Tollowing formula:

= - ! .

Sp = S, v A where:
v

v = Estimated value of the project including

estimated capital costs a8 agreed by the
appropriate committee or, if it cannov agrae
as Getermined by the Project Consultaant

2

¥

A = Such c2pital costs plus intersst on &1y narc
advanccd

So = Ovnership Share prior to default

S, = Reduced Ownership Share

At the same time the amount of such reduction shall be wacdaa Lo

the Ownership Shares of the other Parties in the proportiocn tnat

-~ T ey S
cAvanced,

the amount so advanced by cach bears to the total amount

4 AY -~ N ’ e . = PR . 2 e . - -
(¢) In addition Lo the rightes granted in thisg Sccetlon 37

-1

)

¢

any non-defaulting Party may take any action, in law or equliiy,

o enforce this acccement end to recover Icor any 103

=~ M (s SO
55 ¢ oannyl,

itncluding attorncys! Tees

£

na collecticon cogsts, incurred DY Ieaton

of such defaulte.



EWEB/102
PageiZiSof:iil}

18, NOTICE UNDER OTHER AGREEMENTS: If Zugene is wholly

uneéble to participate in the ownership, construction or operation

of the Project due to licensing, financlng, construction or operating
condit ions which are beyond 1its control, or if the Project 1is
terminated pursuant to Section 24, Eugene shall give the notice of
termination required by Section 12(a) of the TroJan Nuclear Project
Agreement 14-03-09181 executed by the USA, Department of the
Interior, acting by and through the Bonneville Power Administrator,
and the City of Eugene, Oregon.

19, EIECTIVE CAPITAL ADDITIONS: Renewals and replace-

ments not necessary to assure design capability, and betterments
and additions not required bv governmental agencies, shalil be
made after the Date of Commercial Operation only upon utnanlimous
recommnendation ol the Operating Committee; provided, however,
that PGE, alone or together with any otnher Party, may make such
additions at its own expense,

20, ADDITIONAL FACILITIES: In the event additional

facilities are constructed on the real property described in Exnibit A
the Parties hereto shall, to the extent that the same will not inter-
fere with the use and opzration of the Project in such a way ac cannct
be corrected or compensated for, grant to the oviners of such &additiona
Tacilitlies the rignt to use, add to and modifly froject lacllities;

provided, however, that such owners shall first pay or agree Lo pay

-33..
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to the Parties: (i) an equitable part of the cost of sac‘n additions
or modifications to Project facilities, (i1) any cost of relocation
of Project facilities, (iii) equitable compensation for the use.ﬁf
any Project real, personal or other property, except easement rights,
utilized by such owners, and (iv) equitable compensation for any
increase in operating, maintenance or other costs incurred by the
Parties by reason of the constructlon and operation of such additiona
facilities. Provided further that the provisions of this Section
shall not operate to increase the Parties' exposure to uninsured

loss without the written consent of the Parties, and iI reasonable
arrangerents are nade To Cover Such lncereased exposure, such con-
sent shail not be withheld. Il the owners of such additional
facilities and the Parties are unable to ag}ee as to any ccsts or
compensation in accordance with the foregoing, the matter shall be
referred to the Project Consultant for determination by it.

21. INVESTMENT: TPGE shall have the right, but not the

ovligation, o iInvest funds in the Construction Trust Account or
in the Operating Trust Account in legally issued obligations of
the Unlted States or the State of Oregon and the net procecds {rom
such investments shall be deposited in the Account from which it
came and credlted to the Partles in thelr respective Ownership

Shares.
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22, ASSIGNMENT: This agreement shall be binding upon

and shall inure to the benefit of successors and assigns of the
Parties, provided, however, that no transfer or assignment of other
than all of a Party's interest in the Project and under this agree-
ment to a single entity shall operate to give the assignee or
transferee the status or rights of a "Party" hereunder and no trans-
fer or assignment hereunder shall operate to increase the numbef
ol representatives of any Party on any committee. Except as provided
in Sections 2(b), 2(c), 16 and 17 of this agreement, the undivided
interest (or é portion thereof) of any Party in the Project, the
property, real or personal, related thereto, and under this agree-
ment may be transferred and assigned as set out below but not
otherwise:

(a) To any mortgagee, trustee, or secured party, as
securlty for bonds or other indebtedness of such Party, present
or future; and such mortgagee, trustee or secured party may realize
upon such security in foreclosufe or other sultable proceedings,
and succeed to all right, title and interests of such Party;

(b) To any corporation or other entity acquiring all
or substantially all the property of the Party making the cransfer;

(¢) To any corporation or entity into which}br with
which the Party making the transfer may be merged or consolidated;

(d) To any corporation or entity, the stock or ownershir

..35..
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of which 1s wholly owned by the Party maklng the transter;

| (e) To any corporation or entity in a single transaction
constituting a sale and lease back.to the transferor or assignor;

(f) To any other person, provided that so long as Eugene

retains its Ownershilp Share in the Project no interest, except as a
security interest, in the Project shall be sold or assigned to an
entity not authorized by ORS 225,470 to participate in common facil-
ities with a municlpal system; and provided further, that the Party
shall first offer to transfer or assign such interest to the other
Parties proportionately at the amount of and on terms and conditions
not less advantageous than those which it is willing to accept for

- T o ~ 77 o~
Ai o uuCh Offer o.ha.L.L PN whad

a ctransfer or assignment to such other pers

O

maln open for a reasonable period but not less than three norths; anc
if The offer of the selling Party's interest is no: acceprved ny any
other Party proportionately, the entire offer may ve accepted by one
the other Parties or in different proportions among tiie other Partie:
as suchn rarties may mutually agree;

(g) Transfer or assirnment shall not relieve a Party of
any obligation hereunder except to the extent agreed to in writlng

Dy 2ll the other Parties,

23. TRAINING: PG shall carry out o familiorizol i arnd
Lraining progran to maintain adequate stafling:, enineerine arg

operation of the Project and the expenses Chercofl chalil be rart off



EWEB/102
Page i)(] of @

the Costs of Construction or Costs of Operation as appropriate.
Fach Party shall be entitled in proportion to its Ownecrship Share,
within the limits'of operating efficiency and saflety- redulremenbs,
to use of the facilities of the Project for the training of its own
employees for staffing of other nuclear facllitics or the engineer-
ing and operation thereof. Any incrcase in the Costs of Construcii
or the Costs of Opecration resulting from such training shall be

borne by the Parf{ies employing such trainees.

24, END OF THE PROJECT: When the Generating Pient can

no longer be made capable, consistent with Prudent Utility Praciice
as determined (if necessary) by the Project Consultant, of prcducing
electricity. or is not licenscable by thie ALEC, or when the Proje
is ended pursuant to Scction 16, PGE shall sell Tor removal all
salaﬁle-parts of the Project To the highest bildders; provided
however, that the Plant Real Property shall revert to PGE. Arlter
deducting all costs of ending the Project, inciuding, without
limiting the generality of the foregoing, th=2 cost of decommiscilon-
ing, razing all structures and disposing of the debris &nd meaiing

all rcquirements of Federal, state or local law rclatins ©o the

safe dcactivation of the plant, PG shall closz the approuriate
trust account and, 4f there are net precceds, dist;‘ib‘;;i;e TO Ccaen
Party its COwnerchip Share of such pracecan, Inciuding Lo valus of
the Plaid Real Propaoty as Gotermined by o coenont of el uno Davil
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or in the absence of such agreement, by the Project Consuiiantc.
In the event such costs of ending the Project exceed available

funds, each Party shall pay its Ownership Share of such excess

as l1lncurred.

IN WITNESS WHEREOF, the Parties hereto have caused this

agreement to be execubted this 55?5 day of (C%4ﬂu{kzﬂ/ , 1970.
PORTLAND GENERAL LLECTRIC COMPANY

By %?w\%"/(/ /%/vﬁ\

Attest:

NL"\///,\?A y JWVr-W

TIHE CITY Or UGN,
actinm by and throursh the Lugen
Vacer & il 1o j

PACIFIC L@picie 1GHD
vy AT2 ////f/ MM /____
Attest:
£ »7( -
v \)\‘ -
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SUPPLEMENTAL AGREEMENT

This is an agreement between Portland General Electric Company, a corporation of Oregon
(PGE), the City of Eugene, a Municipal Corporation of the State of Oregon acting by and
through the Eugene Water & Electric Board, (Eugene), and Pacific Power & Light Comoany,
a corporation of Maine (Pacific), supplementing and conditioning an agreement of even

date titled "Agreement for Construction, Ownership and Operation of the Trojan Nuclear

Plant".

In consideration of the execution of said Agreement and of the provisions herein set forth,
the parties agree as follows:
1. Notwithstanding the provisions of Section 5 of said Agreement,

Eugene shall be excused from the payments therein required

until it has raised funds in amount sufficient to make such

payments estimated to be required for Eugene's share of the

Costs of Construction through December 31, 1971 (such

estimate being $13,000,000). Eugene shall proceed at once

to use its best effort;, in good faith, to raise such funds

through the sale of bonds or bond anticipation notes. If

Eugene has not raised such funds by June 30, 1971, said
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Agreement shall thereupon become of no effect and void

ab initio. In such event PGE shall oromptly repay to
Pacific any sums theretofore paid or advanced by Pacific
pursuant to said Agreement, together with Pacific's related
interest costs from the date such sums were paid or advanced
to such date of repayment.

Pacific's obligations under said Agreement shall not become

effective until approved by the Public Utility Commissioner of

the State of Oregon.

1970.

PORTLAND GENERAL ELECTRIC COMPANY
6\//\' / ~F

By 7 et

.

/

L o 220§
>

Attest 7 i

THE CITY OF EUGENE - Acting by and
through thg Eugene Water & Electric Board
\v

N /,/ ///

b)’ Tl Al "\//'

A'rfesf / / N

PACIFIC PO/WER & LIGHT COMPANY

By i//»j //% »1//
Attesf% - 4//((—\/{/// /\
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TROJAN NUCLEAR PLANT SITE: Exterior Boundary

A tract of land lying in Sections 35 and 36, Town=-
ship 7 North, Range 2 ‘lest, Willamette Meridian
and in Sections 1 and 2, Township 6 North, Range

2 West, Willamette Meridlan, Columbia County,
Oregon, being more particularly described as
follows, to-wit:

Beginning at the Northwest corner of that certailn
parcel of land in Section 35, Township 7 North,
Range 2 West, Willamette Merildian, as descriped
in Deed to Portland General Electric Company
recorded December 19, 1968 in Book 171, page

935 of Deeds of said County, the said beginning
being the intersection of the Southerly right

of way line of R. F. Graham Co. Rd. No. P-78

and the Easterly right of way line of the Columbia
River Highway; thence Southerly tracing the
Easterly right of way line of said Columbia

River Highway a distance of 2760 feet, more or
less, to a point on the Secticn line between
Section 35, Township 7 North, Range 2 west,
Willamette Meridian, Columbia County, Oregon,

and 3ectiocn 2, Township & Morth, Range 2 West,
Willamette deridian, Columbia County, Oregon;
thence North 89° 56' 30" West along the North

line of sald Section 2, 163.4 feet to the quarter
corner between Sections 35 and 2-aforesaid; tThence
West 1265.27 feet, more or less, along the Nortn
line of said Section 2 to the Northwest corner

of the Northeast quarter of the Northwest quarter
of said Section 2; thence South 2776.54 feet, more
or less, along the West line of the East half or
the Northwest quarter of sald Section 2 to the
Southwest corner of the Southeast quarter of thne
Northwest quarter of saild Sectlon 2; thence

East 1293.16 feet, more or less, along the South
1ine of the East nhalf of the Northwest quarter

of said Section 2 to the center of sald Section 2;
thence South 2° 47t 00" Last 658 feet along the
West line of Southeast quarter of sald Section 2;
thence South 88° 53 00" East 1308.71 feet, more
or less, to the West line of the NE 1/4 of SE 1/4
of Section 2; thence South 658.42 fcet, more or less,
to the Southwest corncr of the Northeast quarter
of the Southeast quarter of sald Section 2; thence
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East along the South line of the Northeast quarter
of the Southeast quarter of Section 2 1277.25 feet,
more or less, to the Northwest corner of Govern-
ment Lot 4, Section 1, Township 6 North, Range 2
West, Willamette Meridian, Columbia County, Oregon;
thence South 1318.26 feet, more or less, along the
West 1line of said Government Lot 4 to the section
corner common to Sections 1, 2, 11 and 12, Township
6 North, Range 2 West, Willamette Meridian, Columbla
County, Oregon; thence East 2000 feet, more or less,
along the South line of said Government Lot 4 to
Southeast corner of said Government Lot 4; thence
continuing East on an East projection of said South
line of Government Lot 4 being on the South line of
said Section 1, Township 6 North, Range 2 West of
the Willamette Meridian to the Easterly line of the
tidelands fronting and abutting said Government Lot
L; thence Northerly and downstream with, adjacent

to the left bank of the Columbia River; tracing the
meanderings of the Easterly line of the tidelands
abutting and fronting Government Lots 4, 3, 2 and

of Section 1, Township & North, Range 2 VWest, Willamette
Meridian, Columbia County, Oregon to an East projection
of the North line of said Government Lot 1, as described
in that certain Parcel 5 on page 23 of Book 168, Deed
Records of Columbia County, Oregon; thence West on the
aforesaid Norsh line ané East prejection thereol of
Government Lot 1 to the Southeast corner of that cer-
taln Parcel 1 as described on Page 117, Bk 168, Deed
Records of Columbia County, Oregon, the said Parcel

1 being in Sections 35 and 36, Township 7 North, Range

2 West, Willamette Meridian, Columbia County, Oregon;
thence downstream along the Westerly bank of the Columbila
River and the Easterly line of the last aforesaid

Parcel 1 and the Easterly line of Parcel 2 as described
on Page 117, Book 168, Deed Records of Columbla County,
Oregon, the following courses and aistances, North

39° 19! East 98,6 feet, North 25° 38' West 249,60 feet,
North 350 feet, North $6° 32! West 103.2 Teet, North

30° 34t West 414.50 feet, North 22° G2!' East 344,40

feet to a point on what is known as the Devlil's Back-
bone, the said last mentioned point belng the Northeast
corner of that certain Parcel 2 as described on rages
117 and 118, Book 168, Deed Records of Columbia County,
Orezon; thence continuing downstream along the Westerly
bank ol the Columbia River North 8° 29' West 1009.20
feet Lo the Southeast corner of that certain parcel

as described on page 387, Book 73, Deed Records of
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Columbia County, Oregon; thence North 89° 38! West
777.60 feet; thence North 280 feet to the South

line of Prescott romes, a duly recorded plat of
Columbla County; thence tracing the South line

of said Prescott Homes, Columbia.County, Oregon,
North 89° 38' West 487.97 feet to a point of
intersection with the East right of way line of

the Spokane, Portland and Seattle Railway; thence
continuing on a Westerly extension of the South

line of said Prescott Homes, Columbia County, Oreion
to its intersection with the division line of a tri-
angular tract of land as excepted and described 1in
Deed to Portland General Electric by Deed recorded
December 19, 1968 in Book 171, page 935, Deed Records
of Columbia County, Oregon; thence Nortn 6° 36! 40"
West along said division line to the Southerly right
of way line of said Graham Road; thence along the
saild Southerly rignt of way 1line of said Graham
Road Southwesterly approximately 1715 feet to the
place of beginning

EXCEPTING THEREFRCM the follcewing:

. That portion lying in County Road, and 01d

= Wi A StiroeT S sy o arnad el LanA AT 4
LUMsLA ALVETDT nignvay &iid TCLoCCACeG vecaLumtcia

s NGRS

o
tiver Highway.

2. The Welter Famlly Catholic Cemetery 1n the
Southeast quarter of the Southwest quarter of

the Northeast quarter of Section 2 in Township

6 North of Range 2 West of the Willamette Meridian,
Columbia County, Oregon and in Deed recorded March

4, 1919 in Book 27, page 209, Deed Records of Columbia
County, Oregon.

3. Those portions of the Spokane, Portland and
Seattle Railway ripht of way, as now located,
traveled, and of record irn Sections 35 and 36,
Township 7 North, Range 2 Vlest and 1n Section 1,
Township 6 North, Range 2 West of the Willamette
Meridian, Columbia County, Oregon.

L, Rights reserved in Deed from R. F. Graham,

et al to Charles Stevens and Darleen Stevens,
husband and wife, recorded August 20, 1928 in

Book L6, page 127, Decd Records of Columbia County,
Oregon.
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5. Easement for water pipe line, including

the terms and provisions thereof, glven by Delbert
L, Burnham, et ux to City of Prescott as disclosed
by instrument recorded February 10, 1907 in 3ook
164, page 137, Deed Records of Columbia County,
Oregon.

6. Easement and right of way, including the terms
and provisions thereof, given by Portland General
Electric Co. to Pacific Power & Light Co. recorded
Decempber 3, 1968 in Book 171, page 773, Deed Records
of Columbia County, Oregon.

T. Reservations of roads and minerals, including
the terms and provisions thereof, contained in Deed
from Columbia County, Oreszon to J R. Welter,
recorded June 22, 1944 1in Book 74, page 576, Deed
Records of Columbia County, Oregon and in Deed to
Thomas Welter and Jerry Welter, recorded October 26,
1964 in Book 156, page 512, Deed Records of Columbia
County, Oregon.

8. Reservation of minerals in Columbia County as
disclosed 1in Deed to Frank Welter and Zilen Glive
Welter, recorded August 17, 1944 in Book 75, page
206, Deed Records of Columbia County, Oregon.

9. Water pipe line easement and right of way,
Including the terms and provisions thereof, given
by Walter A. Furer, et ux to City of Prescott,
recorded February 10, 1967 in Book 164, page 139,
Deed Records of Columbia County, Oregon.

10. Excepting from the description herein all the
followlng tracts heretofore conveyed to the City
of Prescott by Deed recorded December 3, 1948 in
Booik 102, page 290 and by Deed recorded August 31,
1949 in Boock 104, page uZo and by Deed recorded
February 10, 1967 in Dool 164, page 141, Deed
Records of Columbla County, Oregon
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PGiE/ Portland General Electric Company

\ Trojan Nuclear Plant

71760 Columbia River Hwy
Rainier, OR 97048
(503) 556-3713

March 27, 2003
VPN-021-2003

Trojan Nuclear Plant
Docket 50-344
License NPF-1

U. S. Nuclear Regulatory Commission
ATTN: Document Control Desk
Washington, D.C. 20555

Annual Report of the Status of Decommissioning Funding for the
Trojan Nuclear Plant in Accordance with 10 CFR 50.75(H(1)

In accordance with 10 CFR 50.75(f)(1), this letter transmits the Trojan Nuclear Plant co-owners’
annual report of the status of decommissioning funding for Calendar Year 2002. The report,
which is provided in Enclosure I to this letter, is based on the most recent analysis of the Trojan
Nuclear Plant decommissioning cost estimate and funding plan as incorporated into Revision 16

of PGE-1061, “Trojan Nuclear Plant Decommissioning Plan and License Termination Plan
(PGE-1078).”

For convenience, a copy of Section 5, “Update of Site-Specific Decommissioning Costs,” of
PGE-1061, Revision 16, is provided in Enclosure II to this letter. The decommissioning cost
estimate and funding plan is updated to reflect actual expenditures and fund balances through
December 31, 2002. The cost estimate revision also incorporates the actual inflation rate for
2002, which had been estimated in the previous cost estimate revision, and reflects current
projections associated with staffing, radiological waste burial volumes, work schedules, and the
schedule for transfer of the spent nuclear fuel to the dry storage facility.

If you have any questions regarding this correspondence, please contact Mr. Lansing G. Dusek
of my staff at (503) 556-7409.

Sincerely,

lans:'ng G base,( for
Stephen M. Quennoz

Vice President
Power Supply/Generation

Connecting People, Power and Possibilities
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Enclosures

c: S. W. Brown, NRC, NMSS
Director, NRC Region IV, DNMS
D. Stewart-Smith, OOE
A. Bless, QOOE
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Annual Report of the Status of Decommissioning Funding for the
Trojan Nuclear Plant (TNP) in Accordance with 10 CFR 50.75(£)(1)

As required by 10 CFR 50.75()(1), this report constitutes the TNP co-owners’ annual report of
the status of decommissioning funding for the TNP for Calendar Year 2002. The information
provided herein is based on the most recent analysis of the TNP decommissioning cost estimate
and funding plan as detailed in Section 5 of PGE-1061 » “Trojan Nuclear Plant Decommissioning
Plan and License Termination Plan (PGE-1 078),” Revision 16. For convenience, a copy of
Section 5, “Update of Site-Specific Decommissioning Costs,” of PGE-1061, Revision 16, is
provided in Enclosure II to VPN-021-2003 concurrently with this report.

10 CFR 50.75(f)(1) states, in part:

Each power reactor licensee shall report, on a calendar-year basis, to the NRC...on the

status of its decommissioning funding for each reactor or part of a reactor that it owns.
The information in this report must include, at a minimum:

the amount of decommissioning Junds estimated to be required pursuant to
10 CFR 50.75(b) and (c);

the amount accumulated to the end of the calendar year preceding the date of the
report;

a schedule of the annual amounts remaining to be collected;

the assumptions used regarding rates of escalation in decommissioning costs,

rates of earnings on decommissioning funds, and rates of other factors used in
Junding projections;

any contracts upon which the licensee is relying pursuant to paragraph (e)(1)(v)
of this section;

any modifications occurring to a licensee’s current method of providing financial
assurance since the last submitted report; and

any material changes to trust agreements.

Any licensee for a plant that ... has already closed (before the end of its licensed life), or
Jfor plants involved in mergers or acquisitions shall submit this report annually.
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This report addresses the requirements of 10 CFR 50.75(f)(1) for the TNP for Calendar
Year 2002 as follows:

I The amount of decommissioning funds estimated 1o be required pursuant to
10 CFR 50.75(b) and (c).

The amount of funds estimated to be required to decommission the TNP has been determined
based on a TNP-specific cost estimate prepared by Portland General Electric Company (PGE).
As indicated in PGE-1061, Section 5.1 and Table 5-1, the total costs in 1997 dollars are
estimated to be approximately $238,957,000 for radiological decommissioning activities,
approximately $42,263,000 for nonradiological decommissioning activities (site restoration), and
approximately $146,985,000 for dry spent fuel storage. Costs associated with securing and
maintaining decommissioning financial assurance and bridging funds are projected to total
approximately $1,514,000. A detailed schedule of the decommissioning and spent fuel
management costs, totaling approximately $429,719,000 of decommissioning trust fund-related
experditures, is provided in Section 5.1 and Table 5-2 of PGE-1061.

2. The amount accumulated to the end of the calendar year preceding the date of the report.
The following table reflects the amount of decommissioning funds accumulated by the TNP

co-owners through December 31, 2002. Each of the co-owners separately collect, through rates,
the funds for decommissioning. Two of the three TNP co-owners (PGE and Pacific Power and

~ <Light [PP&L]) deposit these funds in external trust funds in accordance with

10 CFR 50.75(e)1)(ii). As a federal government agency fulfilling the decommissioning funding
obligations of the Eugene Water and Electric Board (EWEB), the third TNP co-owner and
licensee, the Bonneville Power Administration (BPA) has provided a statement of intent, as
allowed by 10 CFR 50.75(e)(1)(iv), that states that decommissioning funding will be provided as
such funds are needed. Thus, BPA is not required to accumulate funds in an external trust.!
Additional details of the TNP decommissioning funding plans and schedules for each of the
co-owners are provided in Section 5.3 of PGE-1061.

'A copy of the BPA’s Statement of Intent, dated March 21, 2001, was forwarded to the NRC on March 29,2001, as
Enclosure I to PGE letter VPN-016-2001.
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Status of Decommissioning Trust Funds

As of December 31, 2002
TNP Co-Owner Fund Balance as of 12/31/2002
Portland General Electric Company $27,941,000° -
Eugene Water & Electric Board/ N/A®b
Bonneville Power Administration
Pacific Power & Light $1,734,000°
Total $29,675,000

? The 2002 end-of-year trust fund balance includes an adjustment for trust expenditures incurred in
November and December 2002 that were not paid out of the trust in 2002.

®BPA provides decommissioning funding from its operating budget as such funds are needed. Financial
assurance is provided by a Statement of Intent dated March 21, 2001. Therefore, no external trust fund is
required. :

3. A schedule of the annual amounts remaining to be collected.

The decommissioning funding cash flow for each of the TNP co-owners is described in

Section 5.3 and quantified in Tables 5-4 through 5-6 of PGE-1061. As detailed in Section 532
of PGE-1061, each of the co~owners maintains a collection schedule that ensures that each
co-owner’s portion of the total decommissioning activity expenditures will be fully funded.
These funding schedules are based on funding requirements for both radiological and
nonradiological decommissioning costs, as well as financing costs and specific spent fuel
management costs including planning, design, construction, operation and maintenance (O&M),
and decommissioning of an Independent Spent Fuel Storage Installation (ISFSI). The collection
schedules do not include funding for Spent Fuel Pool O&M costs since these costs are being paid
with O&M budget funds rather than decommissioning trust funds.

4. The assumptions used regarding rates of escalation in decommissioning costs, rates of
earnings on decommissioning funds, and rates of other Sactors used in funding
profections.

The following table provides the TNP co-owners’ assumptions regarding escalation, earnings,

and interest rates used to project the decommissioning cost and funding schedules as reflected in
Section 5 of PGE-1061.
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Assumptions Regarding
Escalation, Earnings, and Interest Rates

Trust Fund Bridge Loan

TNP Co-Owner FEZ iiilitzf,’/“) Eamings Interest Rate® L‘;‘ée"sﬁ %;e)dxt
Tk Rate® (%) (%) °
PGE 2.79 °5.18 £7.05 0.55
f4.66
BPA/EWEB 2.79 "N/A N/A N/A
PP&L 2.79 3.0 N/A 1.0

? The escalation rate assumption of 2.79 percent represents the average of WEFA projected inflation rates
for 2003 through 2019.

® Each TNP co-owner assumed a trust fund earnings rate based on recent fund earning performance with
consideration for projected near-term growth and conservatism.
© Bridge loans for BPA and PP&L are not projected to be necessary.

d BPA will continue to use a Statement of Intent, rather than secure a line of credit, to provide financial
assurance in accordance with 10 CFR 50.75(e)( D(@v).

® This rate is applied to the qualified portion of PGE's trust fund.
T This rate is applied to the non-qualified portion of PGE’s trust fund.

& The yield spread portion of this value is the average of the WEFA forecasted 5-year note for 2004 and
2005 less projected inflation.

BPA provides decommissioning funding from its operating budget as such funds are needed. Financial

assurance is provided by a Statement of Intent dated March 21, 2001. Therefore, no external trust fund is
required.

5. Any contracts upon which the licensee is relying pursuant to paragraph (e)(1)(v) of this
section. :

The TNP co-owners do not rely on contractual obligations from customers to satisfy the financial
assurance stipulations of 10 CFR 50.75(e)(1).

6. Any modifications occurring to a licensee’s current method of providing financial
assurance since the last submitted report.

Since the last submitted report, no modifications have been made to the TNP co-owners’ current
methods of providing financial assurance that adequate funds will be available to complete
radiological decommissioning of the TNP site. Specifically, both PGE and PP&L continue to
maintain financial assurance in the form of an external trust fund in accordance with

10 CFR 50.75(e)(1)(ii), and BPA continues to maintain financial assurance in the form of a letter
of credit in accordance with 10 CFR 50.75(e)(1)(1v).
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7. Any material changes to trust agreements.

PGE and PP&L have not made any material changes to the decommissioning trust agreements
since the last funding plan submittal. As stated previously, BPA provides financial assurance in
the form of a statement of intent, and thus is not required to maintain trust agreements to provide
financial assurance for TNP decommissioning.
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Enclosure IT to VPN-021-2003

Section 5, “Update of Site-Specific Decommissioning Costs,” of

PGE-1061, “Trojan Nuclear Plant Decommissioning Plan and License

Termination Plan (PGE-1078),” Revision 16
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TROJAN DECOMMISSIONING PLAN AND LICENSE TERMINATION PLAN

5. UPDATE OF SITE-SPECIFIC DECOMMISSIONING COSTS
In accordance with Paragraphs (a)(4) and (2)(9)(ii)(F) of 10 CFR 50.82 (Reference 5-1), and

cons.stent with the guidance of Regulatory Guide 1.179 (Reference 5-2), the TNP-specific cost
estimate and funding plan as incorporated into this section provides:

1. An updated estimate of total and remaining TNP decommissioning costs;

2. A comparison of the estimated costs with present funds set aside for
decommissioning; and . '

3. The plan for assuring the availability of adequate funds for completion of
decommissioning and release of the TNP site for unrestricted use.

5.1 DECOMMISSIONING COST ESTIMATE

This section provides the results of and basis for a cost estimate prepared by PGE with assistance
from TLG for the decommissioning of TNP., Incorporated into this cost estimate are costs of
activities involved in radiological decommissioning necessary for termination of TNP’s Part 50 -
license, as well as expenditures necessary to complete nonradiological site restoration activities,
The costs of removal and disposal of nonradioactive structures and materials beyond that
necessary for license termination have been identified separately from radiological
decommissioning costs. ’

Also separately identified are cost projections and funding requirements for the onsite
management of irradiated fuel unti] possession and title of the irradiated fuel is transferred to
DOE for ultimate disposal. The description of the spent fuel management costs and associated
funding plan provided in this section, together with the description of the spent fuel management
Program in Section 3.3.1, fulfill the requirements of 10 CFR 50.54(bb).

5.1.1 COST ESTIMATE RESULTS

Sumimarizing the results of the TNP cost estimate, Table 5-1 provides estimates of tota]
decommissioning costs as well as decommissioning costs that remain as of J anuary 1, 2003. As
indicated in Table 5-1, the costs (in 1997 dollars) for the selected decommissioning alternative
are estimated to total approximately $238,957,000 for radiological decommissioning activities,
approximately $42,263,000 for nonradiological decommissioning activities (site restoration), and
approximately $146,985,000 for dry spent fuel storage. Costs associated with securing and
maintaining decommissioning financial assurance and bridging funds are projected to total
approximately $1,514,000. A detailed schedule of TNP’s decommissioning and spent fuel
management costs, totaling approximately $429,719,000 of decommissioning fund-related
expenditures, is provided-in Table 5-2 and described in Section 5.1.2.

5.1.2  COST ESTIMATE DESCRIPTION
The initial Decommissioning Plan decommissioning cost estimate was based largely on the

TNP-specific cost estimate performed for PGE by TLG Services, Inc. in May 1994. The
methodology used to develop the cost estimate followed the approach presented in

5-1 ' Revision 16
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AIF/NESP-036, “Guidelines to Producing Decommissioning Cost Estimates” (Reference 5-3)
and the DOE “Decommissioning Handbook” (Reference 5-4). These guidance documents utilize
a unit cost factor method for estimating decommissioning activity costs. Unit cost factors
incorporate site-specific considerations whenever practicable. Using plant drawings and
inventory documents, quantities and volumes of the equipment and material to be removed
during decommissioning were estimated. Unit cost factors were applied to the volumes and
quantities to estimate the “activity dependent” costs. “Period dependent” costs were determined
from a critical path schedule based on the removal activity duration.

At the end of each year, PGE updates the decommissioning cost estimate based on actual
decommissioning progress and with an estimate of remaining costs based on the best available
information about the remaining scope of the decommissioning effort. The update generally
results in changes to the timing of fund expenditures, and may reflect changes to the scope of
major projects. The cost estimate reflects updated staffing requirements and work/activity
schedules, remaining scheduled decommissioning equipment removal efforts, adjustments for
current radioactive waste disposal volumes and costs, and an update of the estimate to
disposition non-radiological hazards,

The results of PGE’s decommissioning cost estimate have been incorporated into Table 5-2,
which provides a comprehensive expenditure schedule for the decommissioning of TNP. This
table incorporates an annual breakdown of projected costs associated with radiological and
nonradiological decommissioning, spent fuel management, and decommissioning expenditure
financing activities. The decommissioning cost estimate expenditure schedule contained in
Table 5-2 is described in the remainder of this section.

5.1.2.1 Radiological Decommissioning Costs

The cost schedule for radiological decommissioning activities is incorporated into Table 5-2,
which reflects the results of the decommissioning cost estimate for TNP. Consistent with current
NRC policy, the TNP decommissioning cost estimate considers radiological decommissioning
costs to be only those costs associated with normal decommissioning activities necessary for
termination of the Part 50 license and release of the site for unrestricted use. The
decommissioning cost estimate does not include jn radiological decommissioning costs those
costs associated with spent fuel management or the disposal of nonradioactive structures and
materials beyond that necessary to terminate TNP’s Part 50 license. '

Radiological decommissioning activity costs are separately identified in Table 5-2 as
“DECON/License Termination.” Burial costs were derived from PGE modeling and analysis of
low-level radioactive waste disposal costs as updated in early 1999, which more conservatively
reflect projected burial rates. Contingencies were applied to each area of the cost estimate

(i.e., decontamination and dismantlement, waste disposal, final survey, etc.) at appropriate rates. -
No credit was taken for equipment salvage value. '

Standard ongoing financial controls bave been established and executed to ensure funds are
expended consistent with the provisions of 10 CFR 50.82(a)(8). Throughout the budgetary
process and budget year, costs associated with new projects or activities are evaluated to
determine their correct cost classification, i.e., fuel management, radiological, nonradiological
decommissioning, capital, etc. As a result, only costs which meet the intent of this TNP

5-2 Revision 10
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Decommissioning Plan and License Termination Plan are submitted for reimbursement from the
decommissioning trust. Perlodically, variances between the estimate and actual costs will be
reviewed as they relate to the total cost estimate to provide assurance that the cost estimate
continues to be reasonable. This complies with 10 CFR 50.82(a)(8)(i)(A). In addition, PGE
corporate finance personnel review the TNP co-owners” trust fund activity and balance
periodically, as applicable. Any significant activity which is inconsistent with this
Decommissioning Plan and License Termination Plan would be brought to the attention of TNP
management.

The decommissioning cost estimate reflects costs in 1997 dollars, and has been updated to
account for work performed through 2002 where TNP expended funds for decommissioning
activities. The decommissioning cost estimate reflects updated staffing requirements and
work/activity schedules, remaining scheduled decommissionin g equipment removal efforts, and
adjustments for radioactive waste disposal volumes and costs,

Costs required to maintain spent fuel in a safe storage condition are funded by Operation and
Maintenance (O&M) funds rather than by decommissioning funds while the spent fuel remains
in wet storage. Once the spent fuel is transferred to dry storage, there are sufficient
decommissioning fund annual contributions to cover annual costs, This is described in Sections
5.2 and 5.3.2 and Table 5-2. This complies with 10 CFR 50.82(a)(8X(1)(B).

In accordance with 10 CFR 50.82(a)(8)(i)}(C) and 10 CFR 50.75(e) (Reference 5-5), the TNP co-
owners periodically assess the financial assurance amount required to complete radiological
decommissioning, The established financial assurance mechanisms (e.g.; external trust fund
and/cr letter of credit) are adjusted as necessary to ensure the completion of radiological

decommissioning. Financial assurance is described in Section 5.3, “Bridge” funds are also
described in Section 5.3. :

5.1.2.2 Nonradiological Decommissioning Costs

Although not required by NRC regulations, the decommissioning cost estimate for TNP
incorporates nonradiological decommissioning costs, as indicated in Table 5-2. The TNP
deconamissioning cost estimate considers nonradiological decommissioning costs to be those
costs associated with site remediation and demolition and removal of uncontaminated structures.
The decommissioning cost estimate does not include in nonradiological decommissioning costs

those costs associated with spent fuel management or radiological decommissioning activities.

5.1.2.3 Spent Fuel Management Costs

Implementation costs associated with spent fuel management are reflected in the projected cost
schedule for the onsite management of irradiated fuel detailed in Table 5-2. Spent fuel
management costs begin with ongoing spent fuel pool operation, surveillance, and maintenance
activity costs, and continue through ISFSI planning, construction, and operation until possession
and title of the irradiated fuel is transferred to the DOE for ultimate disposal (assumed in this’
estimate to be completed in 2018). As indicated in Table 5-2, spent fuel pool operation
expenditures are projected to end upon transfer of the spent fuel pool contents to the ISFSIL.
Costs associated with onsite management of the spent fuel will then involve ISFSI operation,
maintenance, and surveillance expenditures. Finally, upon transfer of the ISFSI contents to an

5-3 Revision 16
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offsite repository, spent fuel management costs end in 2018 with final expenditures necessary for
ISFSI decommissioning activities.

PGE has analyzed spent fuel operations and maintenance costs related to storage in both the
spent fuel pool and the ISFSI. The methodology used in this analysis considered plant-specific
values, as applicable, for labor, material, and outside professional services requirements as well
as for other distributed items such as overheads, property and liability insurance, regulatory fees,

fire protection activities, and power usage. The results of this analysis were then incorporated
into the decommissioning cost study.

5.1.2.4 Financial Activity Costs

Additional costs may be incurred by each TNP co-owner as necessary during decommissioning
to secure and maintain assurance that adequate funds will be available to complete radiological
decommissioning of the TNP site, and to secure loans or other “bridging” mechanisms to
augrnent existing funds to cover near-term decommissioning costs. The financial assurance costs
(e-g., letter of credit) indicated in Table 5-2 are based on the basis points and projected amount of
required financial assurance appropriate for each co-owner as described in Section 5.3,
“Decommissioning Funding Plan.” The loan costs jn Table 5-2 are based on the interest rate and
loan amount appropriate for each TNP co-owner requiring financijal bridging as described in
Section 5.3. The method that each co-owner will use to provide the required financial assurance
mechanism and bridging funds is described in detail in Section 5.3.

54 Revision 10
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Spent fuel management costs are segregated in Table 5-2 into spent fuel pool operation costs and - l
dry storage (ISFSI) costs. Ongoing costs associated with the storage of spent fuel and other

. .

ISFSI planning, construction, O&M, and decommissioning, as reflected under the column
heading “Dry Storage” in Table 5-2, will be funded with decommissioning trust funds collected |

for that purpose. Additional details on the decommissioning trust fund collections for each TNP
Co-owner are provided in Section 5.3,

5-5 Revision 9
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5.3 DECOMMISSIONING FUNDING PLAN

5.3.1 CURRENT DECOMMISSIONING FUNDING CAPABILITIES

Each of the TNP co-owners separately collect through rates the funds for the decommissioning
of TNP and the Trojan ISFSI. PGE and PP&L deposit these funds in external trust funds in
accordance with 10 CFR 50.75(e), while the BPA provides EWEB’s portion of TNP and Trojan
ISFSI decommissioning funds as necessary as described in Section 5.3.2.2. Because the TNP
was shut down prematurely, the external trust finds established by PGE and PP&L currently
contain only a portion of the total amount needed for site radiological decommissioning,.

Table 5-3 summarizes the status of PGE’s and PP&L’s decommissioning trust funds as of
December 31, 2002. « '

The NRC’s general policy requires, prior to the start of the Decontamination and Dismantlement
Period, either funds needed for decommissioning (as the term “decommission” is defined in

10 CFR 50.2, “Definitions™) to be available or an appropriate financial vehicle to be secured and -
maintained that will assure the availability of adequate funds for completion of radiological
decornmissioning. As indicated above, the trusts established by PGE and PP&L for
decornmissioning will not contain the funds necessary for completion of radiological
decornmissioning prior to the start of the Decontamination and Dismantlement Period. Thus
prior to commencing this period, PGE and PP&L are required to secure an additional financial
assurance mechanism allowed by 10 CFR 50.75(e). This financial assurance must be maintained -
until termination of TNP’s Part 50 license. Furthermore, during the Decontamination and
Dismantlement Period, a decommissioning trust fund balance may be reduced to a point where it
will be necessary in certain instances to borrow or otherwise provide “bridging” funds to
complete decontamination activities and allow scheduled collections to restore the
decommissioning trust fund balance.

5.3.2 TNP CO-OWNERS’ DECOMMISSIONING FUNDING PLANS

Each of the TNP co-owners has established a program in conjunction with specified goals for the
collection of funds for the decommissioning of TNP. Each TNP co-owner maintains a
decommissioning fund collection schedule which ensures that each co-owner’s portion of the
decommissioning activity expenditures will be fully funded. These funding schedules are based
on funding requirements for both radiological and nonradiological decommissioning costs, as
well as financing costs and specific spent fuel management costs including planning, design,
construction, O&M, and decommissioning of an ISFSL. These collection schedules do not
include funding for spent fuel pool O&M costs since these costs are being paid with O&M
budget funds rather than decommissioning funds. The decommissioning funding cash flow for
each of the TNP co-owners, based on the expenditure schedule in Table 5-2 and the co-owner
contribution schedules, is described below.

5321 PGE Funding

Table 5-4 provides PGE’s decommissioning funding cash flow in nominal dollars

(2.79% escalation) during decommissioning. Funded from an external trust fund, the
expenditures described in this table are PGE’s share (67.5%) of the expenditures described in
Table 5-2, with the exception of spent fuel pool O&M costs since these costs are being paid with
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O&M budget funds rather than decommissioning funds. The funding schedule described in

Table 5-4 ensures that PGE’s portion of the decommissioning activity expenditures will be fully
funded.

Projected requirements for bridging funds have been incorporated into PGE’s decommissioning
funding cash flow. As previously discussed, PGE’s external trust fund currently contains only a
portion of the total amount needed for PGE’s share of site radiological decommissioning costs.
Based on the decommissioning fund cash flow analysis presented in Table 5-4, bridging funds

are ariticipated to be required in the year 2004 to complete decontamination activities and allow |
scheduled collections to restore the decommissioning trust fund balance. Projected interest on

bridging funds has been incorporated into PGE’s decommissioning funding cash flow as
indicated in Table 5-4. .

In addition, because the trust established for decommissioning will not contain the funds

- Decessary for completion of radiological decommissioning prior to the start of the
Decontamination and Dismantlement Period, PGE must secure an additional financial
assurance mechanism allowed by 10 CFR 50.75, and maintain this assurance until termination of
TNP’s Part 50 license. Therefore, upon commencement of the Decontamination and
Dismantlement Period, PGE’s financial assurance mechanism will consist of the
decommissioning trust fund balance together with a letter of credit. Because financial assurance
will be maintained only for radiolo gical decommissioning activities, the methodology used to
deterrnine the size of the letter of credit ensures that if a given amount of the decommissioning
trust fund is used for purposes other than radiological décommissioning activities during a
current year, the portion of the financial assurance provided by the letter of credit must be
increased by the same amount. This methodology can be summarized as follows:

La=Ty-T;+T; where

L = Letter of Credit Portion of Financial Assurance Needed for Current Year

Ty = Total costs of remaining radiological decommissioning activities

T; = Current decommissioning trust fund balance

T3 = Portion of trust balance planned for non-radiological costs during current year

Financial assurance for remaining radiological decommissioning activities will be calculated at
the beginning of each year and will b periodically reviewed during each year to ensure that an

adequate level of financial assurance is maintained.

5322 EWEB/BPA Funding

BPA is obligated through Net Billing Agreements to pay costs associated with EWEB’s share of
TNP, including decommissioning and spent fuel management costs. BPA fulfills the
decommissioning funding obligations of EWEB, including providing financial assurance for
EWEB’s portion of decommissioning costs in a manner stipulated in 10 CFR 50.75(e)(1)(iv) for
Federal government licensees as detailed further below. Table 5-5 provides BPA/JEWEB’s
decommissioning funding cash flow in nominal dollars (2.79% escalation) during
decommissioning. The expenditures described in this table are BPA/EWEB’s share (30%) of the
expenditures described in Table 5-2, with the exception of spent fuel pool O&M costs since these
costs are being paid with O&M budget funds rather than decommissioning funds. The funding
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schedule described in Table 5-5 ensures that BPA/EWERB’s portion of the decommissioning
activity expenditures will be fully funded.

As allowed by 10 CFR 50.75(e)(1)(iv), BPA, as a Federal government entity fulfilling the
decommissioning funding obligations of EWEB, a licensee, provides financial assurance in the
form of a statement of intent. The statement of intent contains a reference to the TNP
decommissioning cost estimate described in Section 5.1, indicating that funds for radiological
decommissioning of the TNP and Trojan ISFSI will be obtained when necessary.

5323 PP&L Funding

Table 5-6 provides PP&L’s decommissioning funding cash flow in nominal dollars

(2.79% escalation) during decommissioning. Funded from an external trust fund, the |
expenditures described in this table are PP&L’s share (2.5%) of the expenditures described in
Table 5-2, with the exception of spent fuel pool O&M costs since these costs are being paid with
O&M budget funds rather than decommissioning funds. The finding schedule described in

Table 5-6 ensures that PP&L’s portion of the decommissioning activity expenditures will be
fully funded.

Based on the decommissioning funding cash flow analysis presented in Table 5-6, PP&L’s
decommissioning trust balance will remain adequately funded during decommissioning such that
bridging funds will not be required. However, because the trust established for decommissioning _
will not contain the funds necessary for completion of radiological decommissioning prior to the
start of the Decontamination and Dismantlement Period, PP&L must secure an additional
financial assurance mechanism allowed by 10 CFR 50.75, and maintain this assurance until
termination of TNP’s Part 50 license. Therefore, upon commencement of the Decontamination
and Dismantlement Period, PP&L’s financial assurance mechanism will consist of the
decommissioning trust fund balance to gether with a letter of credit. The methodology for
determining the size of the letter of credit is as described in Section 5.3.2.1, “PGE Funding.”
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Table 5-1
Estimate of Decommissioning Costs
(1997 dollars)
Total Total Costs
(Start-to-Finish) Remaining As of
Costs January 1, 2003 l

Radicr_l_ggical (NRC) Decommissioniilg Costs
Reactor Vessel and Intemnals Removal and Disposal 21,495,000 0
Dismantiement, Decontamination, and Remediation 162,828,000 46,837,000 |
Waste Disposal 41,878,000 9,059,000 |
Final Survey 12,756,000 8,784,000 |

Total 238,957,000 64,680,000 |
Nonratdiologjcal Decommissioninj_Costs
Site Restoration 42,263,000 39,253,000 |

Total 42,263,000 39,253,000 |
Dry Spent Fuel Management Costs .
ISFSI Construction and Decommissioning - 86,683,000 23,407,000 |
ISFSI Operation and Maintenance 60,302,000 58,170,000 |

Total 146,985,000 81,577,000 |
F inanc:ing Costs
Financial Assurance 209,000 209,000 _ |
Decommissioning Bridge Loans 1,305,000 1,305,000 |

Total 1,514,000 1,514,000 |
Total Decommissioning Expenditures 429,719,000 - 187,024,000 |
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TROJAN DECOMMISSIONING PLAN AND LICENSE TERMINATION PLAN

Table 5-3
Status of Decommissioning Trust Funds
as of December 31, 2002
Trojan Co-Owner * Fund Balance as of 12/31/02
Portland General Electric (PGE) $27,941,000*
Eugene Water & Electric (EWEB)/ N/AP

Bonneville Power Administration (BPA)

Pacific Power & Light (PP&L) : $1,734,000°

Total $29,675,000

* The 2002 end-of-year trust fund balance includes an adjustment for trust expenditures incurred in November
and December 2002 that were not paid out of the trust in 2002.

® BPA provides decommissioning funding from its operating budget as such funds are needed. Financial
assurance is provided by a Statement of Intent, dated March 21, 2001, Therefore, no external trust fund is required,

Revision 16
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\ Pa
/P Portland General Electric Company ge —l— of l

G E Trojan Nuclear Plant
71760 Columba Rrver Hwy
Ramter, OR 97048

(503) 556-3713

February 28, 2003
VPN-010-2003

" Trojan Nuclear Plant
Docket 50-344
License No. NPF-1

Director of Nuclear Material Safety and Safeguards
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Dear Sirs:

Request for Further Exemption from the Financial Protection Requirements of
10 CFR 140.11(a)(4) and Related Amendment to Indemnity Agreement No. B-78

In accordance with 10 CFR 140.8, this letter transmits Portland General Electric Company’s
(PGE?’s) request for an exemption from the financial protection requirements of

10 CFR 140.11(a)(4) as currently applied to the Trojan Nuclear Plant as 2 result of an exemption
issued by the U.S. Nuclear Regulatory Commission (NRC) on November 2, 1995. This letter
also requests an amendment to Indemnity Agreement No. B-78 between PGE, Eugene Water &
Electric Board, Pacific Power & Light Company (PacifiCorp), and the NRC. The requested
exemption and amendment to Indemnity Agreement No. B-78 will allow a more equitable
allocation of financial risk by reducing the primary financial protection requirement currently
applied to the Trojan Nuclear Plant from $100 million to $25 million. ’

PGE requests that the exemption to the financial protection requirements of 10 CFR 140.11(a)(4)
and the associated amendment to Indemnity Agreement No. B-78 be approved by and made
effective upon completion of the transfer of spent nuclear fuel from the Trojan Nuclear Plant
Spent Fuel Pool to the Trojan Independent Spent Fuel Storage Installation (ISFSI). The spent
nuclear fuel transfer to the Trojan ISFSI is currently scheduled to be completed by

October 31, 2003.

(MO0

NM 30|

Connecting People, Power and Possibilities



VPN-010-2003 EWEB/104
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If you have any questions regarding this correspondence, please contact Mr. Lansing G. Dusek of
my staff at (503) 556-7409.

Sincerely,

i il

Stephen M. Quennoz
Vice President,
Power Supply/Generation

Attachment

US NRC Document Control Desk
S. Brown, NRC, NMSS
Director, DNMS, NRC Region IV
D. Stewart-Smith, OOE
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Request for Exemption from the
Financial Protection Requirements of 10 CFR 140.11(a)(4)

REQUEST FOR SPECIFIC EXEMPTION

Pursuant to the requirements of 10 CFR 140.8, PGE is requesting specific exemption to the
financial protection requirements of 10 CFR 140.1 1(a)(4) as these requirements are applied to the
Trojan Nuclear Plant as a result of a previous NRC exemption dated November 2, 1995 R
Specifically, this exemption request proposes to reduce the primary financial protection
requirement applied to the Trojan Nuclear Plant from $100 million to $25 million following the
completion of the transfer of spent nuclear fuel from the Spent Fuel Pool to the Trojan
Independent Spent Fuel Storage Installation (ISFSD?. The requested exemption would allow a
more equitable allocation of financial risk and would eliminate the potential for unwarranted
financial burden on ratepayers associated with the payment of insurance premiums for coverage
no longer commensurate with the absence of significant offsite radiological risk remaining at the
Trojan Nuclear Plant site.

As discussed in detail below, the exemption to 10 CFR 140.1 1(2)(4) requested herein — to reduce
the primary financial protection requirement applied to the Trojan Nuclear Plant from

$100 million to $25 million following the completion of the transfer of spent nuclear fuel from
the Spent Fuel Pool to the Trojan ISFSI - is authorized by law and otherwise in the public
interest, and is provided for by existing NRC policy. This reduced amount would continue to
conservatively account for the continuing potential for claims based on asserted offsite
consequences by members of the public, while minimizing the likelihood that Federal
Government indemnity would be exercised for satisfaction of claims for damages. This amount
also is consistent with the requirements of Section 170 of the Atomic Energy Act (Price-
Anderson Act), which states that power reactor licensees maintain some level of public liability
financial protection.

BACKGROUND

On January 27, 1993, PGE notified the NRC of the Trojan Nuclear Plant co-owners’ decision to
permanently cease power operations. At that time, PGE maintained financial protection as
required by 10 CFR 140.11(a)(4), consisting of primary coverage in the amount of $200 million

1 As detailed later herein, the requirements of 10 CFR 140.1 1(a)(4) are currently applied to the Trojan Nuclear Plant
via an exemption approved by the NRC on November 2, 1995, that reduced the required primary financial protection
from $200 million to $100 million and eliminated the requirement for maintaining secondary level financial

otection.

The Trojan ISFSI is operated under a specific license issued pursuant to 10 CFR 72 (License No. SNM-2509).
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and participation in the industry’s secondary financial protection plan. This coverage is required
by 10 CFR 140 for operating nuclear power plants to satisfy liability claims resulting from a
nuclear incident of the type which potentially could occur at an operating nuclear power plant.

On April 6, 1995, PGE submitted letter VPN-016-95, “Request for Exemption from the Financial
Protection Requirements of 10 CFR 140.11(a)(4) and Amendment to Indemnity Agreement

No. B-78,” to the NRC. The basis for PGE’s April 6, 1995, request for exemption was NRC
action in 1993° regarding liability financial protection which allowed, after a requisite minimum
spent fuel decay period had elapsed, reductions in the amount of financial protection required of
licensees of permanently shutdown nuclear plants. By letter dated November 2, 1995, the NRC
approved PGE’s request for exemption from the requirements of 10 CFR 140.11(a)(4) “to the
extent that primary financial protection in the amount of $100 million shall be maintained.”
Specifically, this exemption allowed PGE to (1) reduce the Trojan Nuclear Plant primary
financial protection required by 10 CFR 140.11()(4) from $200 million to $100 million; and
(2) no longer participate in the industry retrospective rating plan (secondary level financial
protection) for the Trojan Nuclear Plant. Consistent with this exemption, the NRC issued
Amendment 7 to Indemnity Agreement No. B-78 for the Trojan Nuclear Plant

(TAC No. M92328) on January 3, 1996.

Currently, PGE continues to carry $100 million in financial protection as required by the
November 2, 1995, exemption to 10 CFR 140.11(2)(4), and Indemnity Agreement No. B-78,
Amendment 7. Meanwhile, decommissioning of the Trojan Nuclear Plant has progressed to the
extent that, with the exception of the spent nuclear fuel in the Spent Fuel Pool, over 99 percent of
the residual radioactivity resulting from plant operation has been removed from the site. The
spent nuclear fuel is in the process of being transferred from the Trojan Nuclear Plant Spent Fuel
Pool to the Trojan ISFSI that is operated under a specific license issued by the NRC pursuant to
10 CFR 72 (Trojan ISFSI License No. SNM-2509).

The completion of the transfer of spent nuclear fuel to the Trojan ISFSI (currently scheduled for
October 31, 2003) will eliminate the available radiological source term remaining on the Trojan
Nuclear Plant site for reasonably conceivable radiological accident scenarios that could have
significant offsite consequences. Specifically, the Trojan Nuclear Plant site inventory of
radioactive material will be below the quantities specified in 10 CFR 30.72 “Schedule C—
Quantities of Radioactive Materials Requiring Consideration of the Need for an Emergency Plan
for Responding to a Release.” By letters dated April 25,2000, and May 10, 2000, the NRC Staff
concurred with this conclusion in granting PGE an exemption from the radiological emergency
planning requirements of 10 CFR 50, and in issuing to PGE an associated Trojan Nuclear Plant
License No. NPF-1, Amendment No. 202, to reflect the April 25, 2000, exemption. This

3 SECY-93-127, “Financial Protection Required of Licensees of Large Nuclear Power Plants During
Decommissioning,” May 10, 1993; and Staff Requirements Memorandum dated July 13, 1993, in response to
SECY-93-127.
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NRC-approved exemption and license amendment will be made effective following the
completion of spent nuclear fuel transfer from the Spent Fuel Pool to the Trojan ISFSL

BASIS FOR EXEMPTION REQUEST

The provisions of 10 CFR 140.8 allow specific exemptions from the requirements of 10 CFR 140
provided the exemptions are authorized by law and are otherwise in the public interest. As
described below, the exemption requested herein from the requirements of 10 CFR 140.11(2)(4)
as currently applied to the Trojan Nuclear Plant is authorized by law and is otherwise in the
public interest, and is provided for by existing NRC policy.

Specific Exemption is Authorized by Law

The exemption to 10 CFR 140.11 requirements that the NRC issued to PGE for the Trojan
Nuclear Plant on November 2, 1995, was based on NRC action regarding liability financial
protection that provided assurance that specific exemptions to 10 CFR 140.11 are authorized by
law. Specifically, the NRC Staff independently evaluated the legal, technical, and policy issues
regarding the financial protection requirements under the Price-Anderson Act for large nuclear
power plants that have been permanently shut down. The results of these evaluations were
summarized in SECY-93-127 dated May 10, 1993, as embodied in the associated SRM dated
July 13, 1993. These Commission documents established the basis for the NRC exercising its
discretionary authority to establish a level of offsite financial protection appropriate to the
presence or absence of potential risks at a permanently shutdown nuclear power plant.

NRC activity regarding liability financial protection since the issuance of SECY-93-127 and
associated SRM dated July 13, 1993, provides additional assurance that the proposed exemption
as requested herein is authorized by law. Specifically, the NRC Staff has conducted further
evaluation of the legal, technical, and policy issues regarding the financial protection
requirements under the Price-Anderson Act for large nuclear power plants that have been
permanently shut down. These evaluations are documented in SECY-97-186, “Changes to the '
Financial Protection Requirements for Permanently Shutdown Nuclear Power Reactors,

10 CFR 50.54(w) and 10 CFR 140.11,” and were the basis for a proposed decommissioning
insurance rule issued by the NRC on October 30, 1997. This proposed rulemaking established
several different configurations for permanently shutdown reactors that encompassed anticipated
spent fuel characteristics and storage modes during the period between permanent shutdown and
termination of the license. The rulemaking proposed financial protection requirements for each
of the specified plant configurations, which included the configuration in which the plant is
permanently shutdown and the spent nuclear fiiel has been transferred from the Spent Fuel Pool
to an ISFSL

Prior to the issuance of final rulemaking, however, the NRC Staff halted rulemaking efforts when
it was realized that no Staff-approved technical basis existed for generic decay times after which
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a zirconium fire concern could be eliminated. The proposed changes to insurance requirements
were subsequently included in the risk-informed, integrated rulemaking for decommissioning
nuclear power plants. This rulemaking initiative, documented in SECY-00-145, “Integrated
Rulemaking Plan for Nuclear Power Plant Decommissioning,” dated June 28, 2000,“ included
offiite financial protection requirements based on the aforementioned proposed
decommissioning insurance rule issued on October 30, 1997, modified as appropriate to address
the public comments received in response to that proposal. The modified rulemaking as
incorporated into SECY-00-145 would allow the minimum offsite financial protection
requirement to be reduced to $25 million once the spent nuclear fuel has been transferred from
the Spent Fuel Pool to an ISFSI, provided that the remaining radioactive materials stored onsite
satisfied specific criteria. The radioactive materials criteria were stated as follows:

..offsite doses in the event of a reasonably conceivable radiological accident
would not exceed a TEDE of 1 rem or a CDE to the thyroid of 5 rems; or the site
inventory of radioactive material is below the quantities specified in

10 CFR 30.72 “Schedule C — Quantities of Radioactive Materials Requiring
Consideration of the Need for an Emergency Plan for Response to a Release....”

These criteria reflect the original legal and technical basis in SECY-93-127 that the NRC has
used to exercise its discretionary authority to establish a level of offsite financial protection
appropriate to the presence or absence of potential risks at permanently shutdown nuclear power
plants. As the NRC Staff stated in SECY-00-145 for licensees meeting these criteria:

“This amount [$25 million] should account for the continuing potential for
claims based on asserted offsite consequences. It is the staff’s judgment that

825 million in coverage would minimize the possibility that Federal Government
indemnification would be required and would be consistent with the requirements
of Section 170 of the Atomic Energy Act which states that power reactor licensees
maintain some level of public liability financial protection.”

Following the completion of the transfer of spent nuclear fuel from the Trojan Nuclear Plant
Spent Fuel Pool to the Trojan ISFS], the Trojan Nuclear Plant site will satisfy the criteria cited in
SECY-00-145 to allow a reduction in offsite financial protection to $25 million. Specifically,
there will be no spent fuel stored on the Trojan Nuclear Plant site licensed under 10 CFR 50, and
the Trojan Nuclear Plant site inventory of radioactive material will be well below the quantities
specified in 10 CFR 30.72, “Schedule C — Quantities of Radioactive Materials Requiring
Consideration of the Need for an Emergency Plan for Responding to a Release.” This conclusion
regarding inventory of radioactive material has received prior NRC concurrence, as stated in
Section 4.4 of the NRC Staff’s May 10, 2000, safety evaluation supporting their approval of a

4 A documented in a Commission SRM dated September 27, 2000, regarding the integrated rulemaking initiative
for decommissioning nuclear power plants presented in SECY-00-145, rulemaking progress is awaiting further
developments by the Staff.



Attachment to VPN-010-2003 EWEB/104
February 28, 2003

Page S of 6 Page _%0 ¢ 8

Trojan Nuclear Plant license amendment that eliminates emergency planning requirements after
completion of spent nuclear fuel transfer to the Trojan ISFSI:

In addition, the movement of the spent nuclear fuel from the Trojan Plant to the
ISFSI and removal of the reacior vessel and internals from the 10 CFR Part 50
licensed area of the site’ will remove the available radiological source terms for
credible accident scenarios. The quantities of radioactive material remaining on
site are less than the quantities specified in 10 CFR 30.72, “Schedule C —
Quantities of Radioactive Materials Requiring Consideration of the Need for an
Emergency Plan for Responding to a Release.”

With consideration for the elimination of risk from the Trojan Nuclear Plant site that would have
any significant offsite radiological consequences, NRC policy supports the reflection of this
reduction in risk in the indemnification requirements to which the Trojan Nuclear Plant
co-owners are subject. Following the completion of the spent nuclear fuel transfer from the
Spent Fuel Pool to the Trojan ISFSI, a reduction in offsite financial protection from $100 million
to $25 million would represent a conservative level of financial protection commensurate with
the absence of significant offsite radiological risk remaining at the Trojan Nuclear Plant site.
Consistent with the NRC’s conclusions documented in SECY-00-145, this reduced amount
would continue to conservatively account for the continuing potential for claims based on
asserted offsite consequences by members of the public, while minimizing the likelihood that
Federal Government indemnity would be exercised for satisfaction of claims for damages. This
amount also is consistent with the requirements of the Price-Anderson Act, which states that
power reactor licensees maintain scme level of public liability financial protection. Therefore,
the exemption to 10 CFR 140.11(a)(4) requested herein for the Trojan Nuclear Plant following
the completion of the transfer of spent nuclear fuel from the Spent Fuel Pool to the Trojan ISFSI
is authorized by law and provided for by existing NRC policy.

Specific Exemption is Otherwise In The Public Interest

Implementing the further reduction in primary financial protection as proposed in this exemption
request is otherwise in the public interest. Continued compliance with 10 CFR 140.11(a)(4) as
previously exempted for the Trojan Nuclear Plant would result in the continuing potential for
unnecessary and unwarranted financial burden to PGE ratepayers. This burden results from the
payment of insurance premiums for coverage no longer commensurate with the condition
wherein no spent nuclear fuel remains on the Trojan Nuclear Plant site and insufficient
radioactive source term remains to represent a potential offsite radiological hazard. A reduction
in offsite financial protection from $100 million to $25 million would represent a conservative
level of financial protection commensurate with the absence of significant offsite radiological
risk remaining at the Trojan Nuclear Plant site and would eliminate any unnecessary and
unwarranted financial burden to PGE ratepayers. Thus, the exemption requested herein from the

5 The reactor vessel with internals intact was transported for offsite disposal in 1999.
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requirements of 10 CFR 140.11(a)(4) as currently applied to the T"roj an Nuclear Plant is
otherwise in the public interest.

POTENTIAL ENVIRONMENTAL IMPACT

The proposed action does not involve significant environmental impacts. Although PGE
recognizes that this exemption request does not constitute a license amendment, the proposed
exemption is in an area — changes in surety, insurance and/or indemnity requirements — for which
the NRC in 10 CFR 51.22(b) and 10 CFR 51.22(c)(10) has determined that a license amendment
would meet the criteria for categorical exclusion from the need for either an environmental
assessment or an environmental impact statement.

Notwithstanding the above, because the exemption to 10 CFR 140.11(a)(4) requested herein does
not involve a change in facility operation or configuration, this exemption: (1) would not increase
the probability or the consequences of an accident or reduce a margin of safety; (2) would not
change the types or quantities of effluents that may be released offsite; and (3) would not
significantly increase the allowable individual or cumulative radiation exposure. Thus, the
proposed exemption would result in no significant radiological environmental impact. With
regard to potential nonradiological impacts, the exemption to 10 CFR 140.11(a)(4) requested
herein does not affect nonradiological plant effluents and has no other environmental impact.
Therefore, there are no significant nonradiological impacts associated with the proposed
exemption.
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Summary: Portland General Electric Co.

Publication date: 07-Jul-2004
Credit Analyst: Swami Venkataraman, CFA, San Francisco (1) 415-371-5071

Credit Rating: BBB+/Watch Neg/A-2

H Rationale

Portland General Electric Co.'s (PGE) 'BBB+' corporate credit rating and all issue ratings have been on
CreditWatch with negative implications since Oregon Electric Utility Co. (Oregon Electric) LLC's filing
with the Oregon Public Utility Commission (OPUC) on March 8, 2004, to purchase 100% of PGE from
Enron Corp. (D/-/-) for about $2.35 billion, including the assumption of about $1.1 billion in debt and
preferred stock. The final offer may be adjusted to reflect PGE's financial performance between Jan. 1,
2003 and the date of the sale's closing, which is expected during the second half of 2004. Based on
filings with OPUC, Oregon Electric will need approximately $1.471 billion to complete the transaction,
which is expected to be funded through a combination of $525 million of equity, $707 million of debt,
and a $240 million dividend from PGE at the time of closing.

The acquisition wilt result in a heavily leveraged consolidated balance sheet of PGE and Oregon
Electric. Accordingly, Standard & Poor's Ratings Services expects that PGE's ratings will be lowered.
However, based upon the overall financing plan, Standard & Poor's expects that following the
acquisition, PGE will be able to maintain investment grade ratings. Key to this is Standard & Poor's
expectation, and Oregon Electric's commitment, that all dividends from PGE will be used to service and
pay down Oregon Electric's debt. Standard & Poor's does not expect Texas Pacific Group (TPG) to
have any current income needs from the investment. This should result in more than $250 million of
debt reduction on a consolidated basis in the first five years following the transaction closing. Also
important is the continued supportive regulatory regime in Oregon and the 48% equity layer
requirement at PGE.

The Enron Bankruptcy Court approved the sale on Feb. 5, 2004, following the completion of an
"overbid" process in which other potential buyers had the opportunity to submit superior bids; however,
no other bids were made. The transaction will require approval of the OPUC, the Federal Energy
Regulatory Commission, the Nuclear Regulatory Commission, and other regulatory agencies prior to
closing.

Oregon Electric is an Oregon limited liability company backed by investment funds managed by TPG, a
private equity investment firm with about $13 billion under management. The proposed transaction will
be structured so as to avoid Oregon Electric from becoming subject to the Public Utility Holding
Company Act (PUHCA). Accordingly, Oregon Electric will be composed of three groups: (1) a managing
members LLC, consisting of two individuals, a prominent local businessman, and a civic leader, who
will own a 0.4% economic interest in Oregon Electric and 95% of the voting control; (2) class A
investors, comprised of two investment funds managed by TPG, who will own a 79.9% economic
interest in Oregon Electric and 5% of the voting control; and (3) class B investors, comprised of two
parties, the Bill & Melinda Gates Foundation and OCM Opportunities Fund Ill LP, who will own a 19.7%
economic interest in Oregon Electric but have no voting control. The managing members, who will
collectively invest about $2.5 million, will serve a critical role on PGE's board of directors.

PGE's corporate credit rating reflects the supportive regulatory environment in Oregon, low-cost
generation, and a strong financial profile. The resource valuation mechanism (RVM) approved by
OPUC allows for the annual reset of rates at the beginning of each year based on the company's
forecast of net variable power costs for that year. PGE has 1,945 MW of efficient low-cost generation
resources, comprised of a mix of hydro, coal, and gas-fired generation. PGE also benefits from cheap
hydropower purchases from the Columbia River power system and Bonneville Power Administration.
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However, PGE must purchase a large amount, 35%, of its energy requirements from the wholesale
market, which constitutes the utility's principal business risk. This risk is compounded by the
predominance of hydroelectric power in its supply portfolio. PGE has filed an integrated resource plan
(IRP) with OPUC, which details a plan to acquire long-term resources to cover the existing short
position and includes a 300 MW gas-fired combined cycle power plant at Port Westward, Oregon.

PGE's financial performance has been sound, with unadjusted funds from operations coverage of
interest at 5.0x for the 12-months ended March 31, 2004 and unadjusted total debt-to-capitalization at a
comfortable 44.6%. As part of the IRP, PGE is expected to sign a number of long-term power purchase
agreements (PPAs) to satisfy its short position. Standard & Poor's will make adjustments to PGE's
financial profile by adding off-balance sheet debt obligations to reflect the fixed obligations incurred
through the PPAs. The adjusted consolidated financial profile, which will reflect the impact of the PPAs
and the debt issued by Oregon Electric to finance the purchase of PGE, will be a principal driver of the
ratings on Oregon Electric and PGE. However, PGE's rating will benefit from the 48% minimum equity
layer mandated by the OPUC and the strong, proactive regulatory history in Oregon.

The contract for the sale of PGE to Oregon Electric indemnifies Oregon Electric from any liabilities
arising from the Enron bankruptcy to the extent of the purchase price ($1.25 billion). This includes
matters such as income taxes, retiree health benefits and Enron pension plans. Oregon Electric is also
indemnified with respect to FERC- and California-related legal claims for up to $125 million.

Short-term credit factors.
The rating on PGE's short-term debt is 'A-2', incorporating adequate liquidity, the ability to internally
fund capital expenditure requirements, and the expectation for the utility to continue to generate
stable cash flow.

PGE has maintained access to the capital markets through the Enron bankruptcy. PGE has $150
million in unsecured, revolving bank lines of credit—a $50 million, 364-day line and another $100
million, three-year line, maturing in May 2005 and May 2007, respectively. PGE previously had one
364-day line secured by first mortgage bonds. The new lines reflect increased market confidence
that PGE is now isolated from the risks surrounding the Enron bankruptcy, particularly after the sale
to Oregon Electric through the auction process. PGE has borrowed $3 million in the form of LOCs as
of March 31, 2004. Cash on hand totaled $171 million on the same date.

Through the Enron bankruptcy, PGE has been required to maintain cash balances that are higher
than historical levels. This is expected to come down once the transaction closes, given that the
Enron risk premium will no longer exist and also since PGE will dividend about $240 million to
Oregon Electric, who wilt pay Enron. However, Standard & Poor's expects that PGE would maintain
sufficient cash balances that, along with the bank line of credit, would provide sufficient liquidity for
PGE's operations.

Debt maturities are small and easily manageable, at $56 million in 2004 and $30 million in 2005.
Cash from operations is sufficient to meet all capital expenditures, with the exception of the
construction of the Port Westward combined cycle gas-fired project planned under PGE's IRP.

The RVM in Oregon allows for the annual reset of rates based on PGE's forecast of net variable
power costs for that year. By November, when the RVM is set, 90%-95% of PGE's open position is
filled for the next year, under an average water assumption. Thus, the main liquidity risk from power
supply costs arises from hydro variation not forecast by November. PGE does not currently have a
PCA or a hydro cost deferral mechanism to pass this risk on to customers.

Copyright © 1994-2004 Standard & Poor's, a division of The McGraw-Hill Companies.
All Rights Reserved. Privacy Policy

Fhe MeGraw Hill Companies
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July 12, 2004

TO: J. Laurence Cable
EWEB
Cable Huston Benedict Haagensen & Lloyd

FROM: Patrick Hager
Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
UM-1121
PGE Response to EWEB Data Request 24
Dated June 25, 2004
Question 024

Request:

Please provide a description of PGE’s credit ratings, from Standard & Poor’s, Moody’s
Investors Services or both if applicable, for the period 1990 until the present. Please provide a
summary explanation of the event or events that gave rise to any significant rating change.
For purposes of this request, “significant means a change in rating of more than two degrees
(e.g. for Standards & Poor’s a change from A+ to A- or from A-to BBB~ for Moody’s from Al
to A3 or A3 to Baa2).

Response:

PGE objects to this request on the basis that it is unduly burdensome. Without waiving this
objection, PGE responds as follows:

Attachments 024-A and 024-B provide the requested description and summary of significant rating
changes.

Submitted and Prepared

By: Patrick Hager

Bates No. Range: 204662 — 204663

Attachment 024-A Bates Range Nos.: 204664 —204667
Attachment 024-B Bates Range Nos.: 204668 - 204672

g-\ratecaselopuc\dockers\um-1121_tpg\dr-inleweb-pge\dr-024.doc

PGE 204662
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Description of PGE’s Credit Ratings

Bates Range No. 204664 — 204667

PGE 204663
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Attachment 024-B

Summary of Significant Rating Changes

Bates Range No. 204669 — 204672
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REQUEST EWEB/OEUC 4:

Are the providers of the Credit Revolvers entitled to declare a default, terminate or
otherwise restrict their obligation to provide funds and, if so, under what conditions?

APPLICANTS’ RESPONSE TO REQUEST EWEB/OEUC 4:

To the extent that this question requests information regarding PGE’s existing credit
revolver, please direct the request to PGE.

Although final documentation has not been drafted, it is expected that under each credit
revolver, the providers of the credit revolvers would be entitled to declare a default upon
the occurrence of the following:

¢ nonpayment of principal, interest, fees or other amounts;
e inaccuracy of representations and warranties;

e violation of covenants;

e cross default;

e bankruptcy events;

e certain ERISA events;

¢ judgment defaults; and

e invalidity of any guarantee.

For a description of the general terms of the credit revolvers planned for Oregon Electric
and PGE, please see Exhibits A and B to the Highly Confident Letter (Exhibit 19 to the
Application). Please also see Applicants’ Response to Request CUB/OEUC 23(e)
(attached as Exhibit B to Applicants’ Response to Request EWEB/OEUC 2). Please note
that the final terms of the credit revolvers will not be determined until the financing is put
in place prior to the closing of the Proposed Transaction.

PAGE 6 - APPLICANTS’ RESPONSES TO EWEB’S SECOND SET 22 SQE%%ME LIfII”I‘II)S 1800
OF DATA REQUESTS (EWEB/OEUC 2-15) R s TE 18
UM 1121 (503) 226-1191

252083 2.DOC OF 115287
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Asset Retirement Obligations

SFAS No. 143 requires the recognition of Asset Retirement Obligations (AROs), measured at estimated
fair value, for legal obligations related to dismantlement and restoration costs associated with the
retirement of tangible long-lived assets in the period in which the liability is incurred. Upon initial
recognition of AROs that are measurable, the probability weighted future cash flows for the associated
retirement costs, discounted using a credit-adjusted risk-free rate, are recognized as both a liability and as
an increase in the capitalized carrying amount of the related long-lived assets. Due to the long lead time
involved, a market-risk premium cannot be determined for inclusion in future cash flows. Capitalized
asset retirement costs are depreciated over the life of the related asset, with accretion of the ARO liability
classified as an operating expense on the Statement of Income. On the Statement of Income, AROs
related to Utility plant are included in Depreciation and Amortization expense, with those related to Other
property included in Other Income (Deductions). In accordance with requirements of SFAS No. 143,
accumulated asset retirement removal costs that do not qualify as AROs have been reclassified from
Accumulated depreciation to Regulatory liabilities on the Balance Sheet.

Trojan Decommissioning

In early 1993, PGE ceased commercial operation of Trojan and began the decommissioning process. The
original Trojan decommissioning cost estimate was prepared by an engineering firm with subsequent
updates by PGE, due primarily to the effects of inflation and the timing of certain activities. The net
estimated liability for Trojan decommissioning costs as of December 31, 2003 was $104 million,
measured at estimated fair value. PGE collects $14 million annually from customers through 2011, which
amount is based on the decommissioning cost estimate. Amounts collected from customers are deposited
in an external trust fund, which reimburses PGE for costs expended under the decommissioning plan.
The decommissioning estimate includes amounts for equipment removal, embedded pipe remediation,
surface decontamination, non-radiological decontamination, and on-site spent nuclear fuel storage (until
permanent storage is provided by the USDOE). Estimating the cost of decommissioning activities over a
period extending to 2019 is inherently subjective and complex. Such estimates may vary because of
changes in regulatory requirements, technology, labor and material costs, and waste burial. In addition,
timing of actual activities may differ from that established in the decommissioning plan, which may also
cause actual costs to vary from those estimated.

Management does not expect actual future decommissioning costs to change significantly from the
current estimate. However, if actual costs significantly exceed the previously estimated amount, funds
collected through rates may not be adequate to cover actual decommissioning costs and may require that
PGE utilize available cash and a credit facility to advance funds to the trust to cover any near term
shortfall. Recovery of any such shortfall from customers would require OPUC approval.

Loss Contingency Reserves

Contingencies are evaluated based on SFAS No. 5, Accounting for Contingencies, using the best
information available. A material loss contingency is accrued and disclosed when it is probable that an
asset has been impaired or a liability incurred and the amount of the loss can be reasonably estimated. If a
range of possible loss is established, the minimum amount in the range is accrued, unless some other
amount within the range appears to be a better estimate. If the probable loss cannot be reasonably
estimated, no accrual is recorded, but the loss contingency is disclosed to the effect that it cannot be
reasonably estimated. Material loss contingencies are disclosed when it is reasonably possible that an
asset has been impaired or a liability incurred. Reserves established reflect management's assessment of
inherent risks, credit worthiness, and complexities involved in the collection process.
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