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Note.—The Joint Committee staff has recently prepared a compendium of the
basic documents related to the proposed electric plant addition to the new
production reactor at Hanford, Wash. This material is contained in Joint Com-
mittee print entitled "Utility Proposal for Powerplant Addition to Hanford New
Production Reactor," July 1962. All references to pages in JCAE print in this
hearing refer to the above-mentioned print.

UTILITY PROPOSAL FOR POWERPLANT ADDITION TO
HANFORD NEW PRODUCTION REACTOR

TUESDAY, JULY 10, 1962

CONGRESS OF THE UNITED STATES,
JOINT COMMITTEE ON ATOMIC ENERGY,

Washington, D .0 .
The Joint Committee met at 10 a.m., pursuant to call, in room AE-1,

the Capitol, Hon. Chet Holifield (chairman of the Joint Committee)
presiding.
Present: Senators Jackson and Aiken; Representatives Holifield,

Price, Aspinall, Morris, Van Zandt, Hosmer, Bates, and Westland.
Present also: James T. Ramey, executive director; Edward J.

Bauser, technical adviser; David Toll, staff counsel, and Jack R. New-
man, professional staff member.
Chairman HOLIFIELD. The committee will be in order.
The purpose of this hearing is to receive testimony on proposed

arrangements for the construction and operation of electric generating
facilities at the Hanford new production reactor by a group of utility
districts in the Pacific Northwest.
These utility districts in the State of Washington, which comprise

the Washington Public Power Supply System (WPPSS) , propose to
build and operate the NPR electric generating facilities at their own
expense. They would buy the otherwise wasted NPR steam from the
AEC and generate electricity which will be transmitted, at their own
expense, to the Bonneville Power Administration under appropriate
power exchange agreements.
For purposes of convenience, we can refer in these hearings to the

proposed arrangements between AEC and WPPSS as phase I. We
can refer to the arrangements between Bonneville and WPPSS as
phase II.
We understand that the contract terms for these arrangements have

been carefully negotiated over the past year, and that all contract
terms have been mutually agreed upon. The contracts are ready for
signature, although no signing has taken place as yet. Copies of these
contracts are before each member of the committee and will be found
in the Joint Committee print on this subject.
(Contracts will be found on JCAE print, p. 9.)
Chairman HOLIFIELD. On Friday, July 7, in response to a request

from the Chairman of the Atomic Energy Commission for an opinion
as to the legality of these arrangements, the Comptroller General
ruled that the AEC could not proceed with this proposal without
further congressional authorization. Copies of the AEC letter and

1
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the Comptroller General's decision have been furnished to all mem-
bers and will be placed in the record.
(Decision referred to follows:)

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., June 4, 1962.

Hon. JOSEPH CAMPBELL,
Comptroller General of the United States.
DEAR MR. CAMPBELL: The Atomic Energy Commission is constructing at Han-

ford, Wash., a new production reactor (NPR) utilizing funds appropriated
pursuant to the authorization contained in section 101(a)5 of Public Law 85-590.
In connection with this project, the Commission has received a proposal from
the Washington Public Power Supply System (WPPSS) under which excess
steam produced during the course of operating the NPR would be utilized to
generate electric power in generating facilities to be privately constructed by
WPPSS. I am attaching for your information a copy of the WPPSS proposal
dated November 28, 1961, and a copy of the Commission's response thereto dated
April 6, 1962.
As part of the Commission's evaluation of the WPPSS proposal, the Commis-

sion's Office of the General Counsel analyzed whether the Commission has exist-
ing legal authority to consummate arrangements as proposed by WPPSS. The
Acting General Counsel concluded that the Commission did have existing author-
ity to enter into arrangements based upon the WPPSS proposal, as modified
by the Commission's letter to WPPSS of April 6, 1962. Attached is a copy of the
opinion of the Commission's Acting General Counsel, dated May 31, 1962.
We would appreciate receiving your views concerning the Commission's au-

thority to enter into arrangements based upon the WPPSS proposal, as modi-
fied by the Commission's letter to WPPSS of April 6, 1962.

Sincerely yours,
A. R. LUEDECKE, General Manager.

Attachments: (1) Copies of letters to Chairman Seaborg from Owen W.
Hurd, managing director, WPPSS, dated November 28, 1961, and February 2,
1962 (see JCAE print, p. 101) ; (2) copy of letter to Mr. Hurd from Chairman
Seaborg, dated April 6, 1962 (see JCAE print, p. 97) ; (3) copy legal opinion of
the Acting General Counsel, AEC, dated May 31, 1962 (see JCAE print 70).

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, July 6, 1962.

B-149083
B-149016
Hon. GLENN T. SEABORG,
Chairman, U.S. Atomic Energy Commission.
DEAR Dr. SEABORG : By letter of June 4, 1962, signed by the General Manager,

our views have been requested on the authority of the Commission to enter into
a proposed agreement with the Washington Public Power Supply System
(WPPSS), a public agency of the State of Washington, whereby steam to be
produced at the new production reactor (NPR), authorized for construction
as project 59—a-5 under Public Law 85-590, would be utilized for the produc-
tion of electric energy in a generating plant to be constructed by WPPSS.
Under a proposed agreement between WPPSS and the Bonneville Power Ad-
ministration (BPA) the resulting electric energy would be delivered to BPA
on an exchange basis.

Section 101 of Public Law 85-590 provides, in pertinent part, as follows:
"SEC. 101. PLANT OR FACILITY ACQUISITION OR CONSTRUCTION.—There is hereby

authorized to be appropriated to the Atomic Energy Commission, in accordance
with the provisions of section 261 a. (1) of the Atomic Energy Act of 1954. as
amended, the sum of $386,679,000 for acquisition or condemnation of any real
property or any facility or for plant or facility acquisition, construction, or
expansion, as follows:
"(a) SPECIAL NUCLEAR MATERIALS.— * "

"5. Project 59—a-5, production reactor facility for special nuclear ma-
terials, convertible type, Hanford, Washington, $145,000,000."

The primary purpose of the project is the establishment of a plant for the
production of plutonium. The plant is to be so constructed as to permit its con-
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version to the production of electric energy either in lieu of, or in addition to,
the plutonium. An amendment introduced in the Senate to reduce the appro-
Priation authorization to $120 million, having as its purpose the elimination of
the convertibility feature, was defeated on July 15, 1958.
On June 8, 1961, there was introduced in the House of Representatives H.R.

7576, 87th Congress, which in its original form would have authorized an ap-
propriation for—
"Project 62-a-6, electric energy generating facilities for the new production

reactor, Hanford, Washington, $95,000,000."
That project was deleted by amendment on the floor of the House on

July 13, 1961. The Senate reinstated the project at an authorization of $58
million, but receded from its position and the resulting Public Law 87-315 ex-
cluded project 62-a-6.
Agreements between WPPSS and AEC and BPA, respectively, have been

proposed by WPPSS as a means of converting the NPR to dual purpose opera-
tion and to utilize the resulting energy without any additional appropriation of
Federal funds or congressional authorization. By letter of November 28, 1961,
WPPSS proposed certain basic terms and criteria for the agreements with the
two Federal agencies. With respect to BPA these have ripened into a series
of draft agreements, the latest of which, to our knowledge, is preliminary draft
No. 6, dated June 5, 1962. As to AEC we are not aware of the existence of any
draft agreement. However, the basic terms and criteria have been reviewed
by AEC and certain modifications have been suggested as a result in a letter
of April 6, 1962. Our review of the legality of the AEC-WPPSS agreement
is based on the assumption that the ultimate understanding would reflect the
basic terms proposed by WPPSS as modified by AEC.

Briefly, the agreement between AEC and WPPSS would provide that—
(1) AEC would lease to WPPSS land adjacent to the NPR for the con-

struction and operation of the electric generating facilities.
(2) WPPSS would design, construct, and operate the electric generating

facilities.
(3) Additions or changes in the NPR in connection with dual-purpose

operation would be performed by AEC with funds advanced by WPPSS.
AEC would take title to and exercise complete control over the resulting
equipment.
(4) WPPSS would issue revenue bonds to defray the capital cost of the

project.
(5) WPPSS would purchase from AEC steam resulting from the opera-

tion of the NPR by AEC. During periods when the NPR was not being
operated by AEC, WPPSS would lease the facility for production of steam,
subject to immediate recapture at the option of AEC.
(6) The term of the agreement would be not less than the time necessary

to amortize the bonds sold by WPPSS to finance the project. At the expira-
tion of the agreement, or when the bond indebtedness was retired, the Gov-
ernment could, at its option, take title to the electrical generating and related
facilities. In addition, the Government could acquire title to the facilities at
any prior time by payment of an amount sufficient to satisfy the obligations
incurrent under the project.

Section 261a of the Atomic Energy Act of 1954, as amended, 42 U.S.C. 2017,
includes the following:
"a. There are hereby authorized to be appropriated such sums as may be neces-

sary and appropriate to carry out the provisions and purposes of this Act,
except—

"(1) Such as may be necessary for acquisition or condemnation of any real
property or any facility or for plant or facility acquisition, construction or
expansion: Provided, That for the purposes of this subsection a., any non-
military experimental reactor which is designed to produce more than 10,000
thermal kilowatts of heat (except for intermittent excursions) or which is
designed to be used in the production of electric power shall be deemed to
be a facility. * * * "

The section up to the proviso is identical in form with the enactment in 1954.
As originally introduced, H.R. 9757, 83d Congress which became the Atomic
Energy Act of 1954, contained a section 261, providing in pertinent part—
"SEc. 261. There are hereby authorized to be appropriated such sums as may

be necessary and appropriate to carry out the provisions and purposes of this
Act except such as may be necessary for acquisition or condemnation of real
property or for plant construction or expansion. * *"
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The purpose of the provision in its original form was stated at page 31 of HouseReport No. 2181, 83d Congress, to be to require the Commission "to obtain con-gressional approval of new construction, or expansion, of its plants." The Senateamended that portion of section 261 to read—
"SEc. 261. There are hereby authorized to be appropriated such sums as maybe necessary and appropriate to carry out the provisions and purposes of thisAct except such as may be necessary for acquisition or condemnation of realproperty or for plant construction or expansion (other than for such acquisition,condemnation, construction or expansion as may be undertaken under the au-thority of section 45a. of this Act. * * *"
Section 45a., referred to above, contained the following:
"a. The Commission is empowered to produce or provide for the production ofelectric power and other useful forms of energy derived from nuclear fission inits own facilities or in the facilities of other Federal agencies. * * * "The Senate amendment was eliminated in conference. The conference report,House Report No. 2666,83d Congress, explains the deletion at page 48 as follows:"Since there was no thought that the Commission, in carrying out its obliga-tions under this act, should not be required to get congressional approval for itsoperations, the amendment made by the Senate to section 261 which exemptedthe Commission from the necessity of obtaining congressional approval for certainconstruction and acquisition projects was deleted by the conference substitute."From the foregoing it is clear that the Congress intended that an authoriza-tion be first obtained for the construction of electric power generating as well asother facilities. The Joint Committee on Atomic Energy in reporting out S. 4051,85th Congress, which became Public Law 85-590 stated in Senate Report 1793(also H. Rep. No. 2108) at page 8 with respect to the project—
"Project 59-a-5 would authorize the expenditure of $145 million for a con-vertible type of production reactor which would permit optimum production ofplutonium consistent with minimum cost of product. The reactor initially wouldbe operating solely for plutonium production. It would be designed in such away, however, that it could be converted with modification to produce electricpower; such conversion would be contingent upon future congressional authori-zation and appropriations. The conversion of otherwise wasted heat to electricpower would substantially lower the cost of production of plutonium. This con-version capability is also considered prudent to permit practical utilization ofthe reactor in the future event that enforcible international disarmament agree-ments are entered into whereby production of reactor products for military usesare curtailed or stopped. Under such conditions the reactor could be convertedto peaceful purposes in the production of electricity. In the interim, during con-struction and operation, such a convertible type of production reactor will assistthe advancement of the art of reactor development." [Italic supplied.]As indicated earlier, a measure to specifically authorize construction of elec-tric energy generating facilities in connection with the NPR failed of enactmentin Public Law 87-315.
We think that the following summarization may fairly be derived from theforegoing:
(1) The legislative history of the Atomic Energy Act of 1954 shows an intentby the Congress that no electric energy generating facility should be built byAEC without congressional authorization.
(2) In authorizing project 59-a-5 the Congress intended that conversion ofthe NPR to dual-purpose operation follow congressional authorization and ap-propriation.
(3) The Congress, after thorough consideration, refused to authorize AEC

to construct an electric generating plant at Hanford.
It may be argued that the above conclusions are not relevant to the proposedagreements because the construction and operation would neither be performed

nor paid for by the Government. Nevertheless project 59-a-5 is being con-
structed by AEC under an authorization contemplating the inclusion in the NPR
of a convertibility factor without actual conversion except purspant to con-
gressional authorization and appropriation. Under the proposed WPPSS-AEC
agreement the NPR would, in fact, be converted to dual-purpose capability. We
do not know the precise extent to which the NPR will thus differ from the project
authorized by the Congress. It appears, however, from the correspondence
between AEC and WPPSS and from information we have obtained informally
that addition to the NPR of the features and enuipment necessary to carry out
the nronosed agreement with WPPSS will involve expenditures presently esti-
mated at about $25 million, subject to change pursuant to engineering and eco-
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nomic decisions yet to be made and agreed to by AEC and WPPSS. (This amount
is aside from the substantially larger expenditures that would be made for the
main generating facilities.) We are, therefore, of the view that the proposed
agreement would result in materially changing the form of project 59—a-5 from
that authorized by the Congress and, therefore, requires specific congressional
approval, even though the additional amount would be paid by WPPSS and the
cost to the Government would not be increased (34 Comp. Gen. 599).
Our views on the matter are also being furnished the chairman of the Joint

Committee on Atomic Energy and Congressman John Taber at their request.
Sincerely yours,

FRANK H. WErrzEL,
Assistant Comptroller General of the United States.

Chairman HOLIFIELD. Although I do not intend to go into the merits
of the Comptroller's decision at this point, I believe it desirable for
there to be a full and complete explanation of the proposed arrange-
ments between AEC and WPPSS (phase I) and between Bonneville
and WPPSS (phase II), so that the Joint Committee and the Con-
°Tess can decide as to an appropriate future course of action, in view
of the Comptroller's decision, including any necessary amendments
to the AEC authorization bill. This is the purpose of these hearings.
I think it is appropriate at the outset to distinguish the WPPSS

proposal from last year's debate on the NPR.
In 1958, AEC was authorized to construct a convertible production

reactor which would optimize plutonium production with steam as
a secondary byproduct. In 1961, the administration proposed a $95
million authorization to the Atomic Energy Commission for the de-
sign and construction of the NPR electric plant. Under the author-
ization, AEC would have been responsible for operation of the plant.
The Congress rejected this proposed authorization.
The WPPSS proposal calls for no expenditure of Federal funds,

and does not involve the Federal Government in generating electric
energy. Any benefits which accrue to the AEC, including the pos-
sible receipt of up to $125 million from the sale of steam, will be
without any outlay of Federal money. The WPPSS proposal there-
fore has no relation to last year's discussion.
With these basic facts in mind, I hope in these hearings to determine

in greater detail the precise contractual arrangements between AEC
and WPPSS and between Bonneville and WPPSS in connection with
this proposal.
Our first witness this morning is Commissioner Robert E. Wilson

of the AEC.
Dr. Wilson, will you proceed, please.
Representative HOSMER. Mr. Chairman, this meeting was called as

of yesterday, and as a consequence I have not been fully informed on
it. Now, as I understand, there is no legislation before us, and the
AEC authorization bill has already been reported.
Is it the Chairman's feeling that this hearing would involve an

amendment on the floor to this bill, or what is the purpose ?
Chairman HOLIFIELD. Well, the Chair will let events develop as they

develop. This committee can always control its own actions and make
its own decisions as to procedure.

Representative HOSMER. Oh, yes.
Chairman HOLIFIELD. Mr. Van Zandt has circulated an amend-

ment,1 which he plans to offer, according to his memorandum and his

1 See JCAE print, p. 52.
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press release, and certainly this is a matter of legitimate considera-
tion for the committee.
If other amendments are proposed during the consideration, they

will also be considered.
Representative HOSMER. Is this, then, in the nature of a supple-

mentary hearing to our authorization hearings?
Chairman HOLIFIELD. This is in the nature of, you might call it, a

supplementary hearing.
Representative HOSMER. Now, specifically 
Chairman HOLIFIELD. Brought about by certain events.
Representative HOSMER. Yes. That is leading to one further ques-

tion, which I think should be clarified in the record.
As of yesterday, I was informed of the existence of the Comptroller

General's opinion, and in a telephone conversation with Mr. Ramey,
was told that it had been sent to me on Saturday. The search of my
office disclosed that it had not been received Saturday or subsequently,
and I asked that a copy be sent by messenger, which was sent.
This morning, the copy to which Mr. Ramey apparently referred

arrived in my office in the mail, and it is different from the one that
was sent over by messenger in this respect: The one sent by messenger
contains an additional document consisting of a letter under date of
July 6 to the Chairman of the Joint Atomic Energy Commission by
the Assistant Comptroller General, Mr. Weitze1.2
I think the staff should explain why this mail is not getting through.

This is the second instance in about the last 3 weeks where we have had
a complaint. (See app' 5, p. 143, for interoffice memo concerning this
matter.)
In the last instance, the July 6 letter refers to the proposed Van

Zandt amendment and indicates that the chairman of the committee
contacted the Comptroller General on the theory that the existence or
the proposal of the Van Zandt amendment amounted to an evidence
of congressional intent that the law as written last year would permit
contracting without further authorization. Mr. 1Veitzel's letter says
no, this is not true an action by one member would not outweigh the
reasons for the position of the Comptroller General in the matter of
the decision.

Senator JACKSON. Would my friend yield at that point?
Representative HOSMER. Just one moment.
I want to make it clear that at this point it is not my feeling that

the conduct of this hearing would be evidence in any way to change
the intention of Congress as evidenced by the Comptroller General's
opinion.

Insofar as I am concerned, this hearing this morning may have been
called for the purpose of admonishing the WPPSS and AEC for tak-
ing time to write up a contract that was probably illegal or at least
was declared illegal by the Comptroller General.
So insofar as this meeting is gathering information as to something

that might come on the floor in the future, that is one thing but I
want to make certain that the record shows that it is not to be used
as any evidence of a past intent of Congress in passing the legislation
last year or in any prior Congress.
Chairman HOLIFIELD. The gentleman is seeing hobgoblins under the

bed. The Chair made a statement, at the opening, of the purpose of

2 See JCAE print, p. 59.
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the meeting. If the gentleman wants to be suspicious and see hob-
goblins where no hobgoblins exist, that is his privilege. And this
hearing is for the purpose that the chairman called the meeting for.
There is a notice of the meeting.
I might say to the gentleman that most of us were out of town and

did not get back until Saturday night, on a holiday, as the gentleman
was, and I was not personally aware of the General Accounting Office's
letter until late Sunday night, when I returned from a weekend trip.
So we worked yesterday to (Yet this hearing together. The Chair takes
responsibility for calling it together. It is not for the purpose of ad-
monishing in any way the Commission or any of the participants in the
negotiation.
These negotiations have been known to the members of the com-

mittee for several months, and there is no purpose except to place upon
the record, so that the committee members can have a more complete
knowledge, what the final agreement was.
Now, you do not interfere with negotiations while they are going on,

but when they once reach an agreement, which thery only reached last
week, as I understand it, as to the terms of the different documents,
why, then it has been the practice of this committee in the past to
explore documents, different types of contractual documents, and this
is what we are doing today. It is completely in line with precedent,
and without any ulterior motive.
Dr. Wilson, will you proceed ?

STATEMENTS OF COMMISSIONER DR. ROBERT E. WILSON GEN.
A. R. LUEDECKE, GENERAL MANAGER GEORGE F. QUINN, ASSIST-
ANT GENERAL MANAGER FOR PLANS AND PRODUCTION JOSEPH
F. HENNESSEY, ACTING GENERAL COUNSEL BERTRAM
SCHWARTZ, CHIEF, CHEMICAL PROCESSING BRANCH, DIVISION
OF PRODUCTION RICHARD X. DONOVAN, SPECIAL ASSISTANT FOR
CONGRESSIONAL RELATIONS AND ROBERT D. BOURNE, OFFICE
OF THE GENERAL COUNSEL. AEC: HON. CHARLES LUCE, ADMIN-
ISTRATOR, BONNEVILLE POWER ADMINISTRATION: AND OWEN
W. HURD, MANAGING DIRECTOR, WPPSS

Dr. WILSON. Arr. Chairman and gentlemen of the committee, Chair-
man Seaborg regrets that it is not possible for him to be present at the
hearing this morning because of his involvement in meetings at the
White House, and has asked me to represent him.
The Commission and its staff are pleased to appear before you this

morning in connection with proposed arrangements between the AEC
and the Washington Public Power Supply System under which the
supply system would design, construct, and operate electric power
generating facilities to utilize steam produced in the Commission's
new production reactor at Hanford, Wash.
The contemplated arrangement, based upon a proposal submitted

by the supply system to AEC and the Bonneville Power Administra-
tion, differs from that considered by the Congress last year, and is sup-
ported by the Commission. Under this proposal, the capital invest-
ment required for converting the NPR to dual purpose and, later,
power-only operation, would be made by the supply system rather than
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by the Federal Government; operation of the power generating facili-
ties would be by the supply system rather than by the Federal Govern-
ment and the power generated by the supply- system will be trans-
ferred to BPA under exchange agreements between BPA and the
supply system participants.
As you know, last year Dr. Seaborg appeared before your committee

supporting a project which would have authorized appropriations for
AEC to construct these generating facilities at the NPR. Since this
authorization was not approved by the Congress, the State of Wash-
ington, through its department of conservation, began to explore
the possibilities of having such a project undertaken by the State or
some other non-Federal body.
As a result of these explorations, the supply system, a non-Federal

organization composed of 16 public utility districts in the State of
Washington, on November 28, 1961, submitted its proposal to AEC
and the Bonneville Power Administration.
At this point, I would like to insert in the record a copy of the

supply system's proposal and its supplemental letter dated February
2, 1962.
Chairman HOLIFIELD. Without objection, it will be received.
(Proposal and supplemental letter referred to will be found in

JCAE print, p. 100.)
Dr. WILSON. After a thorough analysis of the supply system's pro-

posal, the Commission responded by indicating its interest in under-
taking formal negotiations of definitive contractual arrangements.
At this point, I would insert in the record a copy of AEC's re-

sponse of April 6, 1962, to the supply system's proposal.
Chairman HOLIFIELD. Without objection, it will be received.
(Letter referred to appears in JCAE print, p. 97.)
Representative HOSMER. Reserving the right to object, what was

the nature of that reply?
Mr. QUINN. The nature of the reply, Mr. Hosmer, was that the

Commission felt that the supply system proposal was a suitable basis
upon which negotiations could commence. There were a few pro-
posed changes that we suggested in our letter, and these were accept-
able to the supply system.

Representative HOSMER. I withdraw my objection.
Chairman HOLIFIELD. Incidentally, this letter was sent to all of the

members, the staff informs me. Proceed.
Dr. WILSON. Negotiations between AEC and the supply system

have been conducted over the past few months. These negotiations
have now been essentially completed, and draft contracts 3 have been
prepared. We understand that negotiations which have been going
on concurrently between BPA and the supply system in connection
with this project have also been completed.
Under this contract, the Commission would lease to the supply

system certain land adjacent to the NPR on which the electric gen-
erating facilities would be built. The supply system would install
and operate the generating equipment to produce large quantities
of power, approximately 800,000 kilowatts, utilizing excess steam
energy produced during the period of the Commission's operation
of the NPR. The resulting power would be delivered to BPA and
integrated with BPA's existing power supplies under the aforemen-

3 See JCAE print, p. 9.
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tioned exchange agreements. During periods when the Commission
would not be operating the NPR for its own programs, the reactor
would be leased to the supply system, subject to appropriate licensing
requirements, in order to permit continued electric power production.
The Commission is pleased with the successful completion of these

negotiations, because conversion of the NPR for electric power re-
covery under the terms of the proposed arrangements between the
Commission and the supply system will provide substantial benefits
to the AEC. The Commission, by the sale of excess steam energy
produced incident to the operation of a Commission production fa-
cility, would recover appreciable sums of money, thus reducing the
cost of plutonium to be produced in the NPR.
Furthermore, programmatic objectives of the Commission would

be accomplished through contribution to the Nation's nuclear power
development program. Chairman Seaborg discussed the technical
benefits of NPR conversion with the committee in testimony last
year. Of special significance, these benefits would be obtained with
no additional cost to AEC.

Particular attention should be given to the payments for steam.
energy which the Commission would receive under the proposed con-
tract. If the period of both plutonium and power production, what
we call the dual purpose period, continues for 7 years the Commis-
sion would receive payments totaling $3 million. Should the dual
purpose period continue for 10 years, the Commission would receive
payments totaling $31 million, and, with a dual pupose period of 24
years, the Commission would receive a total of $125 million.
We have discussed the steam payment schedule with the Federal

Power Commission. On the basis of FPC's advice and careful analy-
sis by the AEC staff, the Commission has concluded that the schedule
of payments is reasonable.
In summary, we believe that the proposed arrangements with the

supply system present an opportunity for the Federal Government
to cooperate closely with a non-Federal group in the utilization of a
valuable national resource. In so doing, the Commission will have
an opportunity to further the development of nuclear power tech-
nology and, with no additional cost to the AEC, the Commission,
through its sale of excess steam energy, may be able to recoup a signi-
ficant portion of the costs of construction of the NPR, particularly if
the dual purpose period of operations continues for more than 7 years.
This concludes my prepared statement.
General Luedecke and Messrs. Quinn and Hennessy and others

of the staff are here and would be pleased to help me to answer any
further questions that the committee may have.
Chairman HOLIFIELD. As I understand it, Mr. Quinn and Mr. Hen-

nessy were the two negotiating agents for the AEC in these contacts
with the Washington Public Power Supply System.
Mr. QUINN. The negotiating team for AEC, Mr. Holifield, consisted

of two representatives from our Hanford Operations Office, with Mr.
Travis as chairman, and Mr. Schwartz, of the AEC headquarters in
Washington. Mr. Schwartz is with us today.
Chairman HOLIFIELD. Mr. Bert Schwartz?
Mr. QUINN. Yes.
Chairman HOLIYIELD. Now, these negotiations lasted, as I under-

stand, over a period of several weeks or months. Is that true?
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Mr. QUINN. Yes, sir. As is indicated in Dr. Wilson's testimony,
our intention to enter into negotiations was given to the supply system
in our letter in April, and since that time discussions have been going
on between the AEC and the supply system and the Bonneville Power
Administration.
Chairman HOLIFIELD. Now, there did come a time when the nego-

tiators of the AEC and the *PPSS came to an agreement on terms
and conditions and formulated those terms and conditions into a
document. Is that so?
Mr. QUINN. Yes, sir.
Chairman HOLIFIELD, And the document which has been introduced

by Dr. Wilson today is that document?
Mr. QUINN. No, sir. The document has not been introduced.

Copies of the proposed contract 4 are available in draft form, and I
understand have been made available to the committee.
Chairman HOLIFIELD. They are in front of all members the staff

tells me, and so it will be to the contents of that document that we
will direct our questions, Dr. Wilson and you may designate whom
you wish to reply to them.
Mr. QUINN. With your permission, Mr. Chairman, I have here a

summary of the provisions of the proposed contract, which, if there
is no objections, I would like to submit into the record at this point.
Chairman HOLIFIELD. We will be very happy to receive it.
(Summary referred to appears as JCAE print, p. 7.)
Chairman HOLIFIELD. Have you additional copies of the summary?

Or have they been given to the staff?
Mr. QUINN. We have a limited number of copies available, sir.
Representative AsPINALL. Mr. Chairman, reserving the right to

object, and I shall not object if the Commission wishes this, it seems
to me the record should show some finality of operations. This is
good material, as are the drafts of contracts, for the file, but I see
no reason to clutter up the record with something that has not been
determined upon at the present time.
Dr. WILSON. This has been agreed upon. This contract has been

essentially agreed upon between the two of us, providing we have
authority to sign it.

Representative HOSMER. Will you yield?
Reserving the right to object, Mr. Chairman: Dr. Wilson you said

"between the two of us." Between the three of. you, is it not?
Dr. WILSON. No • I think our contract was with the supply system.
Representative liosmER. I see. You are solely contracting with the

supply system, and the supply system, then, has some other kind of a
contract?
Dr. WILSON. With Bonneville.
Representative HOSMER. With Bonneville.
Chairman HOLIFIELD. That is why we are dividing the hearing,

Mr. Hosmer, into two sections, phase I and phase II, which I re-
ferred to in my opening statement. Phase I will be to explore the
contract, the proposed contract terms, between the AEC and the
WPPSS. Then when we get to phase II, we will explore the con-
tractual arrangements between the WPPSS and Bonneville.
That is for the purposes of keeping the record clear on this matter,

because it results in a three-way deal.
a See JCAE print, p. 9.
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Representative BATES. 'What is the schedule for these hearings, Mr.
Chairman?
Chairman HOLIFIELD. Today.
Representative BATES. Just today?
Chairman HOLIFIELD. If it is necessary, we will go over until to-

morrow.
Representative BATES. There are a lot of things that I have never

seen.
Chairman HOLIFIELD. I have never seen them, either.
Representative BATES. Do you not think we had better take a look

at them, so that we can better question the witnesses?
Chairman HOLIFIELD. The staff has prepared questions.
Representative BATES. There might be a few we might think up

ourselves.
Chairman HOLIFIELD. I am sure you will as you go along.
Representative BATES. I do not see how we could, unless we read

through this.
Are we meeting this afternoon, Mr. Chairman?
Chairman HOLIFIELD. I hope we can.
Representative VAN ZANDT. Mr. Chairman, this hearing was called

all of a sudden. The minority was not consulted. I think that the
gentleman should recognize the fact some of us have constituents in
town today.
There is a lot of background information the committee should have.

For instance, I did not see the report of the Comptroller General until
just an hour ago.
Chairman HOLIFIELD. I have not even seen it, so the gentleman has

the advantage of me.
Representative VAN ZANDT. I think that the committee should have

a chance to study that.
Chairman HOLIFIELD. They will have.
Representative VAN ZANDT. This agreement between the Supply

System and the AEC was just made available to me.
Chairman HOLIFIELD. It was only agreed upon last week, I might

say.
Mr. RAMEY. Mr. Van Zandt's office was notified Friday afternoon

of this opinion. We sent over a copy of the opinion to his office.
Representative VAN ZANDT. Mr. Van Zandt was not in town.

Chairman HOLIFIELD. Neither was Mr. Holifield.
Representative VAN ZANDT. Notifying the office and the member is

something different, entirely. There are many resolutions pending on

this subject, introduced by at least 25 or 30 Members of the House.

Chairman HOLIFIELD. Seventeen., to be exact.
Representative VAN ZANDT. I think some consideration should be

given to the sponsors of these resolutions.
I am not saying we should not hold this hearing; all I am asking

is that the minority should be given some consideration. When the

minority had control of this Joint Committee, the other side al
ways

received its share of consideration.
I can see no hurry about this. Why all the rush?
Chairman HOLIFIELD. Let the Chair explain, if he may.

Representative ASPINALL. Let my chairman yield to me.

Now, my colleague has circulated an amendment 5 to a pi
ece of legis-

lation that this committee has passed out.

5 See JCAE print, p. 52.
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Representative VAN ZANDT. That is right.
Representative ASPINALL. My colleague has given no notice to us.
Representative VAN ZANDT. I beg to differ with you.
Representative ASPINALL. And I did not see that amendment myself

until yesterday.
Representative VAN ZANDT. I made it available to the committee last

week.
Representative ASPINALL. My colleague has said nothing during

the hearings about this proposed amendment, not one single word.
Now, these hearings are being held this morning, as I understand it,
so that we can talk thisthing over. As far as any final determination
is concerned, I expect we will have plenty of time for that.

Representative BATES. That is the reason I asked what the schedule
was. If it is only going to be today, I think we ought to know that,
and we might as well adjourn right now.
Representative PRICE. May I say something?
The mere fact that it is an open hearing shows there is no skuldug-

gery here; otherwise, there would be no open hearing.
Chairman HOLIFIELD. Let the Chair explain the predicament in

which he finds himself.
There is a likelihood that the legislation that this committee has

considered for so long will be scheduled for Thursday of this week.
I say a likelihood; I am hoping that it will not be, I might say. I
am hoping that it will be next week when it is considered. But I was
informed by the leadership that if the farm bill was not given a rule
to be brought up on Thursday, they might call up this bill.
Now, on Friday night, a letter was released by the General Account-

ing Office.6 I happened to be out of town, as were many of the mem-
bers. I did not see the letter. The staff did get it on Friday, however,
and had a chance to look it over.

Yesterday we notified the Atomic Energy Commission and the
WPPSS and the Bonneville people that it would be necessary for us
to have hearings beginning this morning, because of the likelihood of
the legislation being considered on Thursday.
Now, the pertinence of the hearings is to the point of two considera-

tions—the amendment which the gentleman from Pennsylvania has
circulated with a press release,7 that he intends to introduce on the
floor, and the General Accounting Office letter, which came out or
Friday, and the fact that the contractual entities agreed upon final
terms of a contract, also, as I understand.
Let me get the final date of that, so that I will be accurate on this.
When was there a final agreement? The last discussion was when?
Mr. QUINN. Last Friday, sir.
Chairman HOLIFIELD. The final terms at that time were agreed upon

as being satisfactory to both parties. Is that right?
Mr. QUINN. That is right.
Chairman HOLIFiELD. Incidentally, I have not had a chance to look

at the contracts, either.
Now, with the imminent offering of the amendment by the gentle-

man from Pennsylvania on the floor this coming Thursday, or next
week, which was not produced in the committee nor considered by the
committee, and with the General Accounting Office letter coming out
Friday with a certain position which it took, which was in contradic-
tion to both the staff, the legal staff of the AEC,8 and the legal staff of

6 See p. 2, this hearing.
7 See JCAE print, p. 52.
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our committee, I thought that the Chair was justified in calling the
members together as quickly as possible.
Now, it may be that we will have to adjourn this afternoon, because

of certain very important events which I understand will take place.
Representative BATES. And also to read all this information, Mr.

Chairman.
Chairman HOLIFIELD. Well, we are going to try to help you read it

this morning, if we can get to the witnesses, and let them explain.
And if I can obtain a reading from the leadership between now and
the time we adjourn as to whether this will be carried over, we can
have an additional number of days this week in order to explore
completely and fully and to discuss these matters.

Representative BATES. I would suggest that the chairman request
the leadership to put the bill off until next week.
Chairman HOLIFIELD. Well, the gentleman has requested it, but

the gentleman is not in control.
Representatives BATES. The gentleman is a very influential member.
Representative WESTLAND. Mr. Chairman, I am pleased that these

hearings are being held. I think it is good for all the members of the
committee to find out what is in these contracts, so that we will be
knowledgeable when, as, and if this matter comes to the floor.
However, in view of the report or the opinion of the GAO, I won-

der whether or not we are discussing something that is moot. I think
we ought to get some opinion from the AEC while their witness is
here, as to what they are going to do as a result of this opinion.
Are they going to fold up the tent and say this is an illegal contract

that we are discussing here, or are they going to keep on going, or is
this the final word?
There is no point in discussing a contract that, if the GAO's word is

final on this thing, has been declared illegal.
Chairman HOLIFIELD. It is not an illegal contract at all.
Representative WESTLAND. It is not legal until it is signed. I un-

derstand that.
Chairman HOLIFIELD. But there is the question of congressional

authorization. Now, we may want to consider the problem of authori-
zation.

Representative WESTLAND. Many of us have supported this pro-
gram and put our feet on what we thought was solid ground—the
opinion of counsel of the AEC that they had authority to do this, the
opinion of counsel of the Bonneville Power Administration that they
had authority to do this. And now I get this curve thrown by GAO.
I want to know what the attitude of these two organizations is.
Chairman HOLIFIELD. Well, if the gentleman will bear with the

Chair, I assure you that there will be opportunity to explore the points
that you are interested in; but let us go about it in an orderly way.

Representative WESTLAND. This is the $64 question, it seems to me.
Chairman HOLIFIELD. We will get to the $64 question, but first we

want to explore the contractual arrangements.
I might say for the gentleman's edification that I have known the

General Accounting Office's opinions to be reversed a considerable
number of times in my career in Congress, and I do not accept per-
sonally the General Accounting Office's opinion and approve of it.

Representative WESTLAND. That is fine; but what is AEC doing?
8 See JCAE print, p. 70.
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Chairman HOLIFIELD. But that is beside the point. That is not the
point under consideration at this time. But we will get to the point
of the General Accounting Office's opinion on it, if we can proceed.

Representative VAN ZANDT. Mr. Chairman, I would like to continue
my statement.
Chairman HOLIFIELD. The gentleman from Pennsylvania.
Representative VAN ZANDT. When we finalized the hearings on the

authorization bill, the record will show that I made a reservation
about amendments, and this reservation was made contingent on a re-
quest that was made by certain members of the House Committee on.
Appropriations, who wrote a letter to the Comptroller General, ask-
ing his opinion.9 And I had hopes that we might have the opinion of
the Comptroller General, which of course would affect any effort on
my part to offer an amendment to the bill when it was on the floor.
The decision of the Comptroller General was not available, and the

chairman will recall that he asked me, and I assured him, that before
I would offer any amendment he would be notified.
When the decision was made to offer the amendment, in view of the

fact that the decision of the Comptroller General was not available,
word was passed immediately to the Executive Director of the Joint
Committee, who I imagine informed you, that I would offer an amend-
ment, and a copy of my statement and the amendment was immediately
made available to the committee.
Chairman HOLIFIELD. The Chair has no complaint at the gentle-

man's procedure. The Chair would like to affirm everything the
gentleman has said.

Representative VAN ZANDT. The decision of the Comptroller Gen-
eral is now made available, and is a public document. The decision
supports my position and makes unnecessary the amendment I had
planned to offer.
Now, I understand that another amendment is now being considered

to the authorization bill, which will authorize this project, and that
is the purpose of these hearings; and if we are going to listen to the
proponents of the amendment, I think we should listen to the op-
ponents of the amendment.
Chairman HOLIFIELD. There is no amendment before the committee

at this time. The only thing before the committee is the exploration
of the terms of the contracts.
I am sure the gentleman would not deny the committee the right

to offer an amendment to its own bill. The Chair would not deny any
member the right to offer an amendment. And certainly if an amend-
ment develops out of these hearings, which might be in the nature of a
committee amendment, I am sure the gentleman would recognize the
right of the committee to consider such amendment.
But until there is such an amendment before the committee, the

gentleman will bear with the Chair.
Representative VAN ZANDT. I am sure the chairman is quite famil-

iar with the fact that my congressional district is not too far from
Washington, and numerous constituents are in town today for a very
important occasion. My office is crowded. The President of the
United States is going to witness this affair today. I am in hope that
these hearings may be concluded, so the gentleman from Pennsylvania
may get back to his constituents.

9 See JCAE print, Ix 67.
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Chairman HOLIFIELD. The Chair will always do everything he can to
accommodate the members, and the public business awaits the pleasure
of the gentleman from Pennsylvania. We might proceed, and I am
hopeful that we will be able to accommodate him.
Senator JACKSON. Why do we not go ahead? The ball game is this

afternoon.
Representative VAN ZANDT. The gentleman from Pennsylvania did

not mention the ball game.
Senator JACKSON. Well, I decided that, you know, the time is enough

for that. Why do we not get on?
Representative HOSMER. Mr. Chairman, I still have a reservation in.
Chairman HOLIFIELD. A reservation on what?
Representative HOSMER. The right to object to the introduction of

something, and I want to find out what I object to. I presume it is
this proposed operating and construction contract.
Is that right, Mr. Chairman? I think that is the pending unani-

mous consent request.
Representative PlucE. No; I think it is a summary.
Chairman HOLIFIELD. Mr. Quinn offered a summary of the contract

so that the gentleman can understand the contract quickly.9
Representative HOSMER. The operating and construction contract 10

as proposed—is that to be offered in evidence?
Mr. RAMEY. It has already been accepted.
Representative HOSMER. I ask, then, unanimous consent that follow-

ing the proposed contract in the record, there appear the following:
document: The June 4 letter 11 to Joseph Campbell from General Lue-
decke, the General Manager, relative to the opinion; the July 6 Comp-
troller General's letter 12 to Dr. Seaborg, which is the opinion; the
June 29 and July 3 letters 13 of the chairman of the Joint Committee
to the Comptroller General relative to the proposed contract; and the
reply of the Comptroller General under date of July 6.14

Senator JACKSON. Mr. Chairman, I ask that there also be included
the original letter from, I think, Congressman Taber and others to
the Comptroller General requesting an opinion.15

Representative HOSMER. Subject to availability.
Senator JACKSON. Well, it is circulated all over. It is like lots of

these things. It is available. There is a copy of it.
Chairman HOLIFIELD. The gentleman would not like to put just

one side in the record; he would like to have both sides?
Representative HOSMER. I would like both sides before the com-

mittee. We only have the three participating contracting parties
here, who apparently are all pro. I am not well enough informed
about this matter to make a decision without 
Chairman HOLIFIELD. The Chair is going to state this for the

gentleman's consideration. The majority is going to set up these
hearings the way they consider it right to set them up, and the
minority can object if they wish. This is their privilege. But we
are doing this in an orderly way, and all of these documents were
going to be inserted into the record during the hearings in an orderly
and a proper place for their consideration.

9 See JCAE print, p. 7.
10 See JCAE print, p. 9.
11 See JCAE print, p. 2.
12 See p. 2, this hearing.
13 See JCAE print, p. 60.
14 See JCAE print, p. 59.
15 See JCAE print, p. 67.
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Now, if the gentleman wants to cooperate, that is one thing. If he
wants to filibuster, that is another.
Without objection, the documents will be received.
Representative HOSMER. Mr. Chairman, are we going to hear the

people who are against this proposal?
Chairman HOLIFIELD. There is nobody requested for a hearing be-

fore the committee.
Representative HOSMER. The notice was just given yesterday.

They have not had a chance to.
Chairman HOLIFIELD. This is to explore the documents themselves.

The Chair will certainly consider any witness, as he has always done,
that wants to come before the committee.

Representative PRICE. As I understand it, this is a hearing to ex-
amine the documents, and to have an explanation from the parties
involved. Is that correct?
Chairman HOLIFIELD. That is right.
Representative VAN ZANDT. Mr. Chairman, the minority has

always cooperated with the majority.
Chairman HOLIFIELD. The Chair hopes that the minority will; but

the filibuster that is going on, and the time that is being taken up
at this time, is preventing an orderly discussion and an orderly opera-
tion of the hearings.

Representative VAN ZANDT. No; I think that the gentleman has
to be fair about this matter. I did not get back in town until last
night. I walked into my office this morning and found this notice.
I have not had a chance to read the Comptroller General's letter in
its entirety and, frankly, I am somewhat confused by all this rush.
Chairman HOLIFIELD. If the gentleman will bear with the Chair,

he will have time to read it, and he will have time to have the General
Accounting Office before the committee as soon as we proceed with
first part of the hearings.

Representative VAN ZANDT. Well, now, Mr. Chairman 
Chairman HOLIFIELD. And he will have time to study the letter

before then. This does not concern the General Accounting Office's
letter. These are contracts.

Representative VAN ZAisarr. The gentleman knows the usual prac-
tice is for the majority to consider the minority.
Chairman HOLIFIELD. We are taking the minority into considera-

tion.
Representative VAN ZANDT. Had you talked to me on this subject,

I would have cooperated.
Chairman HOLI/a/ILD. How could I have talked with the gentleman

when he was not in Washington?
Representative VAN ZANDT. Well, that was not my fault.
Chairman HOLIFIELD. It certainly was not mine.
Let us get along with the hearing.
Representative PRICE. We could have read the letter in the half

hour we have been bickering here.
Representative VAN ZANDT. Mr. Chairman, I can see what is de-

veloping here. This is going to be a very controversial subject. It
is going to be very technical. At this time I would like to request of
the chairman that the minority be assigned two members of the staff
to assist us in the preparation of our position. We are without
staff assistants. You extended to us this courtesy last year, and we
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would like to have it again. I would like to request Mr. Toll and

Captain Bauser to assist us.
Chairman HOLIFIELD. Well, now, the gentleman knows that the

staff is available to him. The staff helped the gentleman in the

drafting of his amendment. There is no inclination on the part of

the Chair, and never has been, not to allow the minority complete

access to the staff. And the gentleman can be assured that he can

have access to such staff as he needs.
Representative VAN ZANDT. You granted the request last year, and

we have appreciated it.
Representative PRICE. I would like the record to show the minority

has never been without staff assistants, here, not only in this instance,

or last year, but this staff has never been set up on a basis other than

that every member of the staff is available to every member of the

committee.
Chairman HOLIFIELD. That is right. And they have been given

orders by every chairman that ever sat in the chair to render every

assistance possible to the members of the minority, and I do not think

there is any complaint on the part of the gentleman about the staff

assistants in the past.
Representative VAN ZANDT. We are not complaining. I want it

understood we would like to have the assistance of these two individ-

uals.
Chairman HOLIFIELD. The gentleman has that assistance, and that

assurance.
Now may we proceed?
Senator JACKSON. Where did we leave off?
Representative HOSMER. Senator Jackson and I had a unanimous

consent request pending.
Senator JACKSON. Well, I do not think these things require unani-

mous consent.
Chairman HOLIFIELD. The documents have been received.
Mr. Quinn, you had offered a summary, for the benefit of the com-

mittee, of the operating contract, operating construction contract No.

AT (45-1) —1355.
Is there objection to receiving the summary for the benefit of the

members?
It has not been reproduced, and we will have it reproduced and im-

mediately distributed to the members.17
Now, we will proceed with some of the questions for the AEC.
What benefits are expected to accrue to the Commission under the

proposed arrangements?
Dr. WiLsoN. The benefits will be the ones referred to, the financial

benefits, which, if it operates dual purpose for more than 7 years, will
be rather substantial, and if it amounts to a long period of operation,
will be very substantial.
And secondly, the experience of operating a large powerplant, a

plant which is double the capacity of the nuclear power installations
now in operation in the country, and about equal to all the additional
plants that are going into operation in the next 3 years—that is to
say, 800,000 kilowatts, which just about corresponds to all the other
plants that are coming into operation in this country in the next 3
years.

17 See JCAE print, p. 7.
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And thirdly, it will give us experience with operating very largeturbines on wet steam, which is a matter of interest to the powerindustry generally and should give more assurance to the building ofreally large powerplants, which are the type that are going to be mosteconomical.
We would not learn anything in particular from a nuclear view-

point, of course, because these are designed to be optimized during
the period of dual purpose operations for the making of plutonium,
and therefore, from a nuclear standpoint we do not learn so much.But we do learn quite a bit about the operation of large turbogenera-tors under these wet steam conditions.
Mr. RAMEY. Is not the WPPSS going to sponsor some research and

development on fuel element improvement in connection with thisplant, of rather substantial amount ?
Mr. QUINN. We understand that that is their intention, Mr. Ramey.This fuel element development would pertain to the so-called power-only period of operation, when the Supply System would be operatingthe reactor.
Mr. R.AMEY. How much money would be involved in that ?
Mr. QUINN. I understand the amount is approximately $31A million.
Representative IlosmER. Is it called for in the contract?
Mr. QUINN. No, sir, it is not called for in the AEC—WPPSS con-tract.
Representative HOSMER. This is merely a statement of intention

on the part of the WPPSS?
Mr. QUINN. There, is a statement of intention in preparation for

the power-only period.
Representative HOSMER. Why was it not included in the contract?
Mr. QUINN. Because the responsibility for power-only operation

rests with the Supply System. This is their choice.
Representative HOSMER. Would it be advantageous from the stand-

point of advancing technology and so forth to require them to do it?
Mr. QUINN. As I understand it, Mr. Hosmer, the main portion of

this research and development work is peculiar to the reactor in ques-
tion, so it would not be generally applicable, although there will
be some fuel element development work associated with it that may
be applicable in other cases.
All technical information developed by WPPSS under this con-

tract will be available to AEC.
Chairman HOLIFIELD. Mr. Wilson, there are certain modifications to

the reactor itself which are contained in the contract at the expense
of the WPPSS?
Dr. WILSON. If they decide to put them in, they will pay all the ex-

penses, including the design, and there are certain advantages in put-
ting those in during what remains of the construction period, and
they have indicated their intent of doing that if this contract is signed
promptly.
But we cannot be sure of that,: and they have not made a contractual

commitment to do that.
Chairman HOLIFIELD. But if those are done, it would be of benefit to

them from the standpoint of obtaining higher pressure steam, and
also it would be of benefit in the production of plutonium, would it
not?
Dr. Wir,soN. No, I do not think it would be of any particular benefit

in the productioin of plutonium.
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Chairman HOLIFIELD. There were some figures which were given
us, which are classified, which indicated that there would be an in-
creased percentage of availability for the production of plutonium.

Will you answer that question, Mr. Quinn?
Mr. QUINN. Yes, sir. The bulk of the modifications that would be

made to the reactor would be to improve the steam pressure, without
affecting plutonium production. However, certain of the modifica-
tions could have the effect of increasing the on-steam time of the
reactor, and to the extent this is realized, plutonium production
would benefit.
Chairman HOLIFIELD. Does the proposed contract commit the AEC

to any Federal expenditures, now or in the future?
Dr. WILSON. No, it does not.
Chairman HOLIFIELD. What was the basis for the determination

of the steam prices which WPPSS will pay to the AEC?
Mr. QUINN. The steam prices which have been agreed upon between

AEC and WPPSS were arrived at following negotiations between
the parties. Preparatory to these negotiations, the AEC solicited
the advice of the Federal Power Commission to assist in determining
a proper steam value. The schedule of payments which developed
in the negotiations has been reviewed by the Federal Power Com-
mission, and based on the advice of FPC, the Commission has con-
cluded that this schedule of payments is a reasonable one.
As indicated by Dr. Wilson, this would amount to over a 7-year

dual-purpose period, payments of $3 million; over a dual-purpose
period of 10 years, $31 million; and should the dual-purpose period
run for 24 years, the payments would sum $125 million.

Representative PRICE. Could you explain the reason for the jump
from $3 to $31 million just in a period of 3 years?
Chairman HOLIFIELD. Could I ask at this point: It is in the sum-

mary?
Dr. WiLsoN. It is in the summary and the contract also, I believe.
Chairman HOLIFIELD. And page 12 of the contract.18
Senator JACKSON. The proposed contract.
Dr. WILSON. The reason for the rather uneven progression in the

size of the payments is that if the dual-purpose period does not last
longer than 7 years, this will not be an economical power-producing
project, considering the cost of the facilities that WPPSS has to put
in, because during the period of single-purpose operation, there is a
small loss. On the other hand, during the period of dual-purpose
operation, there is a large gain per year.
However, for the first 7 seven years, you really are just building up

a cushion. If the period of dual-purpose operation should last less
than that, the WPPSS would really lose money in the long range or
have to raise their rates to the Bonneville to cover it.

Therefore, their payments to us during those first 7 years are very
small. Actually, they might have justified no payments at all during
that period, but they make payments which total $3 million.
Then in each of the next 2 years, they make very heavy payments

of $10 million, and in the third year, of $8 million, to bring the total up
to $31 million at the end of 10 years. That is because they have paid
for their cost, or assured their cost being paid out, and then they give
us a break on the extra costs that we had to undergo in making the

is See WAY] print, p. 16.
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reactor convertible. And then
' 

beyond that point, roughly, we share
the benefits of the fact that we have a long dual-purpose operation.
Chairman HOLIFIELD. The first 7 years gives them an opportunity

to place their capital investment on a sounder basis than would other-
wise occur?
Dr. WILSON. Yes.
Chairman HOLIFIELD. And there has been some talk as to the dura-

tion of the contract. The utilization of the numbers of 7 and 10 are
estimates of the probable dual-purpose operation of the reactor only?
Dr. WiLsoN. No; we frankly: do not know, on the Commission, how

long the dual-purpose period is going to continue. And that is why
there was a considerable amount of gamble in the proposition that
was put up a year ago. The Commission had to make the whole in-
vestment, and take the whole gamble as to how long the dual-purpose
operation would continue. Now it is taken by the Washington Public
Power Supply System, and eventually by the consumers. And the
people that will share the benefits, if any, will also share the risks.
And it may work out to their advantage, or it may work out to their
disadvantage, depending on how long the dual-purpose operation is.
I want to emphasize we are not trying to estimate how long the

dual-purpose period will be, because we frankly do not know, any
more than this committee knows.
Senator AIKEN. Mr. Chairman, may I ask: Would the rates for the

electricity purchased by the Hanford operation be affected by this de-
velopment? Would there be a saving in transmission costs over and
above what we now pay?
Chairman HouriEu). We will have Mr. Luce of Bonneville on the

stand later on.
Would you like to answer that direct question at this point. Mr.

Luce, as long as the Senator has asked it?
Mr. LUCE. I would be happy to.
There would be no saving on transmission, because of Bonneville

policy establishing a postage stamp rate throughout our marketing
area. So the fact that this plant is located right on the Hanford site
would not result in any transmission savings in our bill, power bill,
to the AEC, for power that is used on the project.
Senator AIKEN. Then the only saving to the Government would be

the receipts from the sale of steam to the Washington Public Power?
Mr. LUCE. Yes. Speaking of the Government as the general tax-

payer, I think that is correct.
Dr. WILSON. And the experience from operating these large re-

actors.
Senator AIKEN. And the costs are going to continue along about $7

million a year, as it is now?
Dr. WiLsoN. Yes, I think there is no change in that.
Mr. QUINN. Our Hanford power requirements are purchased from

Bonneville at their current rate. It runs about $7 million, currently,
yes, sir.
Senator AIKEN. That is all.
Chairman HOLIFIELD. Were the negotiated prices, which appear on

page 12 of the contract, reviewed by the FPC and approved as reason-
able prices?
Mr. QUINN. Yes, Mr. Chairman, they were reviewed by the Federal

Power Commission following the negotiating session in which they
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were developed. And based upon the advice of FPC, the Commission
has concluded that they are reasonable.
Chairman HOLIFIELD. Without objection, that schedule of prices

that was referred to will be included in the record at this point; also
a letter from the FPC, which treats of this point.
(The letter referred to follows; the rate schedule appears in JCAE

print, p. 16.)
FEDERAL POWER COMMISSION,

Washington, D.C., July 3, 1962.
Hon. GLENN T. SEABORG,
Chairman, Atomic Energy Commission,
Washington, D.C.
DEAR Mn. SEABORG : Your letter of June 26 asks us to review the manner in

which your staff has employed the data which were provided in your letter of
June 15, and to give our opinion as to whether the AEC calculations result in a
reasonable price for NPR steam.

After examining thoroughly the AEC calculations, our staff advises that the
data were used correctly in the method selected by the AEC staff for computing
an optimum price for NPR steam. However, it is our opinion that a schedule
of payments for NPR steam in the order of that proposed by the negotiating
teams would be more equitable because of the numerous uncertainties involved.
The AEC calculations of the price for NPR steam include equal escalation

percentages for power values and for costs in order to account for inflation in
costs of construction. A smaller escalation percentage might be justified in
the case of power values because of expected continued technological improve-
ments. In addition, the estimates of future electric loads together with the
assumptions relating to use of Canadian power and with respect to construction
of extra-high voltage interconnection between the Pacific Northwest and South-
west result in a highly favorable potential market for NPR output. A smaller
market may be available, which would decrease the NPR plant factor and re-
sult in a lower schedule of payments than those derived by the AEC.

Sincerely yours,
JOSEPH C. SWIDLER, Chairman.

Chairman HOLIFIELD. Under the proposed arrangements, are there
any conditions under which the AEC would be required to assume
financial responsibility for the project?
Dr. WILSON. No.
Chairman HOLIFIELD. Does the Commission have an option to buy

the plant from WPPSS ?
Dr. WiLsoN. It does, under certain conditions.
Chairman HOLIFIELD. Would you state those conditions, Mr. Quinn?
Mr. QUINN. Under terms of the lease agreement under which land

would be made available to the Supply System on which the generat-
ing plant would be built, there is a possibility of defualt on the part
of the Supply System of the terms of that lease, in which case the AEC
would have an option to acquire the generating station through pay-
ment of the remaining indebtedness. This, of course, in our opinion,
would require congressional authorization before such an option could
be exercised.
Chairman HOLIFIELD. In other words, before the option was ex-

ercised, this would require an act of Congress, and in the event that
the Congress did not authorize it, the option could not be exercised?
Mr. QUINN. It could not be exercised. That is correct, sir.
Representative VAN ZANDT. Could the chairman restate what he

just said?
Chairman HOLIFIELD. As I understand the option, the provision of

the option, it is that in the case of default by the Washington Public
Power Supply System of their plant, the Federal Government would
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have an option to purchase the plant, but before such purchase would
be made by the AEC, it would require the authorization of the Con-
()Tess under certain statutes which are already in existence.

Representative HOSMER. Mr. Chairman, I would like to get an idea
of the costs involved.
Dr. WILSON. It depends on how many bonds are outstanding. All

you have to do is pay off the outstanding bonds.
Representative HOSMER. What is the estimated amount of the bonds

that will have to be sold in order to build this facility?
Mr. QUINN. I would prfer to have the representative of the Wash-

ington Public Power Supply System respond to that, Mr. Hosmer.
I believe it is in the order of $120 to $130 million.

Representative HOSMER. Mr. Hurd, are you in the audience?
Mr. HUED. Yes sir.
Representative 

Yes,
What is your contemplated issue of bonds?

Mr. HURD. Studies we have made on cost estimates indicate $130
million worth of bonds will be required.

Representative HOSMER. And what is the amortization of those
bonds? Over a period of how many years?
Mr. HURD. Thirty years.
Representative HOMER. Thirty years. And is it roughly an equal

amount each year?
Mr. Hum). That is right.
Representative HOMER. So that after 10 years, you would have

paid off $13 million?
Dr. WILSON. No.
Mr. Hum). It will be a level debt service, sir, as I recall.
Dr. WILSON. That is after 3 years.
Representative HOSMER. Yes. After 3 years you would have paid

back $39 million?
Dr. WILSON. I think, as he said, that service is level, which means

more goes to interest and less to payment of principal in the first 2
years, and more to the payment of principal and less to interest in
the latter part.

Representative HOMER. If the Government had to recapture the
plant within the first 10 years, it would substantially pay pretty close
to $130 million?
Dr. WILSON. No; not pretty close to it. You would get about a

25 percent discount, roughly, I would say; in that order of magnitude.
Chairman HOLIFIELD. Of course, that would be an option which

the Government could exercise or not exercise, according to its desires
at that time, and also according to the action of 'Congress at that time.
Dr. WILSON. That is right.
Chairman HOLIFIELD. So there is no contractual obligation that

you exercise this option. Is that right?
Dr. WILSON. That is right.
Senator JACKSON. Mr. Chairman, right on that point. I might ask

one question.
At the end of the 30-year period, when the bonds are paid out,

would title to the generating facilities, the property which has been
leased by the Washington Public Power Supply System, revert to the
Federal Government?
Mr. QUINN. Under the proposed contract, the Government would

have an option to take over the facilities at no cost at that time.

•
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Chairman HOLIFIELD. At the conclusion of the 24-year period?
Mr. QUINN. At the conclusion of the bond repayment period.
Chairman HOLIFIELD. Now, let us consider the problem of standby.

Assuming a time comes in which the dual purpose is no longer nec-
essary, and the single power purpose become operable, would the
Government at that point have any advantage in having the plant
operating and in a standby condition?
Mr. QUINN. Yes, it would substantially lessen the amount of time

required to get back into plutonium production, if we should want to,
and we have the option at any time to take back the plant and put it
into plutonium production, if we have the requirement for plutonium.
Chairman HOLIFIELD. For the record, many of the plutonium pro-

ducing plants in the Soviet Union we understand, are dual purpose.
Is that your understanding, Dr. Wilson?
Dr. WILSON. Yes; and also in England.
Chairman HOLIFIELD. And also in England. Now, in the case of

shutting down a single purpose plant, as all the rest of our plutonium
producing plants are, of that type, are you allowed to state the approxi-
mate time that it would take to get a single purpose plant back into
plutonium production?
Mr. QUINN. I think, Mr. Chairman, that the time required to reacti-

vate a facility put in standby would depend on the condition of stand-
by. I think it would be fair to say that at the time the production
period ended, when plutonium requirements for weapons had been
met, we would plan to put this facility into a more or less cold standby.
The costs involved in doing this would be perhaps $11/2 to $2 million,
initially.
Dr. WILSON. Are you talking about this particular unit?
Mr. QUINN. I am talking about this particular reactor, now. And

we would have a continuing standby cost of $300,000 per year.
Should it be required to reactivate the plant for plutonium produc-

tion, the reactivation cost might be on the order of $5 million.
Now, if the plant were turned over to the Supply System and oper-

ated as a power reactor during this time, there would be no expenditure
for shutdown, nor would there be a continuing standby cost. We
further believe that the startup cost would only amount to perhaps
$1 million, instead of the $5 million.
Chairman HOLIFIELD. And that would be involved in the changing

of the rods?
Mr. QUINN. Yes, sir; to return to dual-purpose operation.
Dr. 'WILSON. And reactivating of the plutonium separation facili-

ties and all that.
Mr. QUINN. If the reactor were in operation by the Supply System,

there would be trained operators available, who could actually run
the reactor for plutonium production, whereas if the plant had been
put into cold standby, we would have to go out and recruit personnel,
and this might require upward of 2 years to get a full crew on hand
and get the reactor into operation.
Chairman HOLIFIELD. So if we look forward into the future at a

time when there might be a disarmament agreement to shutdown
plutonium production on the part of the United States and England
and the Soviets, and such other nations as might have them at that
time, we would be in the position in this one plant of being able to
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restart plutonium production within a few days; where in the instance
of the single purpose plants, it would be estimated to be approximately
a year, as I understand it, to start up a single purpose plant.
Mr. QUINN. I think it would be more likely 2 years, if we had to go

out and recruit the operators for the facility, Mr. Chairman.
Chairman HOLIFIELD. So if the Soviets wanted to abrogate an

agreement, they would be in the position of being able to start into
plutonium production almost immediately, here in our country, due
to the fact that our plutonium plants are single purpose plants, we
would not be in the position of being able to start up immediately
except in this particular plant. Is that a correct statement?
Mr. QUINN. That is correct, sir; unless we went to the very heavy

expense of maintaining operating crews at all of our shutdown reac-
tors, pending such a development; and this would be very costly.
Representative HOSMER. Mr. Chairman, does the committee have

any information in connection with such a contingency, as to whether
it would be of such an immediate and emergency nature that you
would have to operate with what supply of plutonium you had on
hand at that particular time, and therefore this might not be of any
value?
Dr. WILSON. There are so many forms that the disarmament agree-

ment might take in the disposal of plutonium stocks that it is just
impossible to forecast what that would be.

Representative VAN ZANtvr. Mr. Chairman, could I develop further
the possibility of shutting down a dual purpose reactor, along the
lines the chairman developed a moment ago?
Now, is it my understanding that if you were to shut down the dual

purpose reactor and put the plutonium producing phase of it in moth-
balls, the production of both power and plutonium could be reactivated
within a matter of a few days?
Dr. WILSON. I would not say within a few days, because we must

have our separation facilities and certain other things get into opera-
tion. On the other hand, you could start actually producing pluto-
nium in situ very quickly.

Representative VAN ZANDT. The chairman said "a few days." Is it a
few days? A few months? Or how long is it?
Dr. WI-1,8°N. Well, it depends on what you mean by producing

plutonium. If you are talking about getting metal out, it would be a
few months.

Representative VAN ZANDT. A few months?
Dr. WILSON. But if you are talking about starting to make it again,

in condition that you could recover it, why, it would be a few days.
Representative VAN ZANDT. Does this mean that you would main-

tain the personnel for the dual purpose reactor?
Dr. WILSON. It is the same personnel. You operate the reactor

for the single purpose operation, and of course all you have to do is to
change your conditions somewhat, and you are on dual purpose opera-
tion.

Representative VAN ZANDT. Then what you are telling me is this:
that to maintain a single purpose of a dual purpose reactor, you would
continue the personnel that would be necessary to actually maintain
a dual purpose reactor.
Dr. WirisoN. No, that is not quite true. You would continue the

personnel that was necessary to operate the reactor, but you would not
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continue the personnel that was necessary to operate the separation
plant, and so forth.
Representative VAN ZANDT. Percentagewise, if you put the pluto-

nium producing phase of the reactor in mothballs, what would the per-
sonnel look like?
Mr. QUINN. There is really nothing in the reactor that would go

into mothballs, Mr. Van Zandt. The reactor would continue to be
operated with a full operating crew. The major difference would be
the type of fuel element that is used. And the things that would be
put into mothballs would be the facilities, say, at Hanford for manu-
facturing the production type fuel elements and for performing the
chemical separations.

Representative VAN ZANDT. The same personnel would be on hand?
Mr. QUINN. In the reactor; that is correct, sir.
Chairman HOLIFIELD. But there is one distinctive point to be

brought out on that. During the single purpose operation, the salaries
of the reactor operators would be paid for by the WPPSS, and not
the AEC. But they would be available. There would be a continuity
of reactor operation but the expense of that operation would shift
from AEC to the WPPSS.
Dr. WiLsoN. And all the mothball expense and so forth, or what

would otherwise be mothball expense, is shifted to WPPSS.
Representative BATEs. Is there any split in the cost during the

dual purpose operation?
Dr. WiLsorr. We operate the reactor. They operate the powerplant.
Representative BATES. How about the cost of the reactor? Are

those people involved there? Is any of that paid for?
Dr. WILSON. No; it would not be paid for except by these pay-

ments during the period of dual purpose operation, by the payments
they would make to us.

Representative VAN ZANDT. Would the gentleman yield?
Commissioner, can you give us the number of people required to

operate the dual purpose reactor?
Mr. SCHWARTZ. If I may respond, sir, approximately 200 people

in the reactor area, plus approximately 65 at the generating station;
so approximately 265 in total.

Representative VAN ZANDT. You said 65 people at the generating

station. Their cost would be absorbed by the WPPSS. Is that right.

Mr. SCHWARTZ. Yes, sir.
Representative VAN ZANDT. In the event the plutonium phase of

the reactor is shut down, does this mean that the WPPSS would there-

fore assume the responsibility, then, of the cost of 265 people?

Mr. SCHWARTZ. Yes, sir
Chairman HOLIFIELD. SO that would give us the standby, the cost

of standby operation, of the reactor. It would give the Government

the benefit of that during that period of time when it was operating

for the single purpose of steam. It would give them the benefit of

having the reactor in operation without the expense of keeping the

operating crew in a standby condition. That was the point of my

question.
Are there any further questions of these gentlemen at this time?

They are going to be available, I might say, throughout the hearings.

Representative VAN ZANDT. I would like to ask the Commissioner

a few questions.
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Commissioner Wilson, on page 1, you say that the contemplated ar-
rangements, based upon a proposal submitted by the Supply System
to AEC and the Bonneville Power Administration differs from that
considered by the Congress last year, and is supported by the
Commission.

Was it unanimous on the part of the Commission?
Dr. WILSON. Yes, it was.
Representative VAN ZANDT. Was this decision made prior to the

resignation of Commissioners Olson and Graham?
Dr. WILSON. Well, not the final approval of the contract. They

were generally favorable to the negotiations, and so forth. The
final approval of the contract occurred after they had left.

Representative VAN ZANDT. After they had left. So it was without
the presence of Commissioners Olson and Graham.
Dr. WILSON. But they had expressed sympathy with it during the

period that we discussed it, for over a period of several months.
Representative VAN ZANDT. The expression of sympathy—was it

an expression that they were sympathetic, or did they indicate how
they would have voted on the proposal?
Dr. WILSON. Well, all I can say is that they were in agreement with

the other members of the Commission on all these negotiations, and
interposed no objection. But they did not vote on the final proposition,
so I cannot really state exactly.
Chairman HOLIFIELD. Well, they were no longer Comthissioners.

But during the time they were CommiSsioners, in 1961, they did vote
for the Government building of the generating facilities, did they not?
Dr. WILSON. Yes. I believe that is true.
MT. QUINN. Yes.
Representative Van ZANDT. Mr. Chairman?
Mr. Wilson, on page 2 you say:

Under this contract, the Commission would lease to the Supply System certain
land adjacent to the NPR on which the electric generating facilities would be
built.

Who owns the real estate on which the reactor is located?
Dr. WILSON. The Federal Government.
Representative VAN ZANDT. And therefore the AEC is going to

lease Federal real estate to this Supply System
Dr. WILSON. That is right.
Representative VAN ZANDT. Is the lease so drawn that it will cir-

cumvent section 44 of the law?

Dr. WILSON. Mr. Hennessey?
Chairman HOLIFIELD. Will you please repeat the question?
Representative VAN ZANDT. Is the lease so drawn as to comply with

the provisions of the law?

Mr. HENNESSEY. Yes, sir. As far as section 44 is concerned, we are
simply exercising the authority in that section to dispose of excess
steam that is produced incidental to the operation of our production
facilities, and the disposal is being made to or would be made to a
preference customer, as required by section 44. Our authority for the
lease we find in section 163(g) of the Atomic Energy Act.
Chairman HOLIFIELD. Pardon me. Is that not 161 (g) ?
Mr. HENNESSEY. 161 (g) . I am sorry.

•
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Chairman HOLIFIELD. 161 (g). And I think it would, be well to read
that in at this point, as it is pertinent.
It is under paragraph (g), page 53, of the Atomic Energy legislation.

The Commission is authorized to acquire, purchase, lease, and hold real and
personal property, including patents, as agents of or on behalf of the United
States * * *

and so forth—
to sell, lease, grant, and dispose of such real and personal property as provided
in this Act.

Mr. HENNESSEY. I might add that in submitting our request to the
Comptroller General for an opinion, the Office of the General Counsel
did state its opinion that under these provisions of the act we did
have authority to lease the land for t,he construction of the generating
facilities. The Comptroller General did not object to the position
that we took on that issue.19

Representative VAN ZANDT. Mr. Chairman?
Did, he object, however, to the selling of energy for commercial

purposes ?
Mr. HENNESSEY. As I read the Comptroller General's opinion, it

is directed solely to the question of his belief that congressional
authorization would be required for pursuing the project.

Representative VAN ZANDT. Now, in view of the decision of the
Comptroller General, which I believe soundly interprets congres-
sional intent, will you proceed without congressional authorization?
Dr. WILSON. We would not propose to proceed, under the present

ruling of the Comptroller General.
Representative VAN ZANDT. In other words, what you are saying is

that the Commission would not proceed, in view of the decision of the
Comptroller General.
Dr. WILSON. I may say we have not actually considered that, be-

cause we have not had a quorum here since that opinion was received.
In fact, Dr. Haworth just got a copy of it when he was leaving. But
the Chairman and I have discussed the matter, and our conclusion is
that we would not proceed under the present ruling. If that ruling
should be changed, we of course would 

Representative PRICE. Does not the Comptroller General act in
reverse, here? Ordinarily the Comptroller General comes into the
picture only after expenditures, does he not?
Dr. WILSON. No; I think he gives advice.
Representative PRICE. Do you go to him frequently for advisory

opinions before you enter into contracts, and so forth?
Mr. HENNESSEY. Yes, sir. We have found it necessary in some in-

stances in the past, where large bond issues were involved, to satisfy
bond counsel.

Representative PRICE. Have you ever been in a position before where
you might have diagreed with his opinion, and gone ahead with the
contract, notwithstanding an adverse report from the Comptroller
General?
Mr. HENNESSEY. I do not know of any case, Mr. Price where we

have proceeded to execute a contract after the Comptroller General
had advised us of a lack of authority.

Representative HOSMER. Dr. Wilson as respects the document that
is before us, the proposed contract, ;hen was it finished up?

'9 See p. 2, this hearing.
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Dr. Wi',sox. Friday. Last Friday.
Representative HOSMER. Last Friday. Was that before or after the

Comptroller General's opinion?
Mr. QUINN. That was before.
Representative HOSMER. No revisions in it were made, based on the

Comptroller General's opinion?
Mr. QUINN. No revisions were made, sir.
Representative HOSMER. In that event, I direct your attention to

exhibits A and B,2° and specifically page 1 thereof, paragraph C, of
the recitals, which reads:
The Commission, pursuant to authority contained in the Atomic Energy Act

of 1954, as amended, on  , 1962, entered into the contract hereinafter
called the operating and construction contract.

Did not that indicate a contemplation by the negotiators that there
was not in fact authority to enter into this agreement, except in the
event of the amendment of the Atomic Energy Act of 1954, at some
date in 1962?
Mr. HENNESSEY. No, sir. I am afraid in context it was intended

to read otherwise.
We are speaking of the authority that we have under the Atomic

Energy Act as amended to enter into the contract; and the date to be
inserted here is the date on which we would have signed the contract.

Representative HOSMER. Wait a minute, now. Read that again. It
says:
The Atomic Energy Act of 1954, as amended on 1962.

That means on 1962, entered into a contract?
Mr. HENNESSEY. It should read "entered into a contract on 

1962."
Representative HOSMER. Is this the operating and construction con-

tract?
Mr. HENNESSEY. Yes, sir.
Representative HOSMER. And is this the exhibit to the operating

and construction contract?
Mr. HENNESSEY. Yes, it is.
Representative HOSMER. That certainly is irregular language for

an exhibit which is a part of a contract.
Mr. HENNESSEY. It was contemplated that the lease would not be

signed until after execution of the contract.
Representative HOSMER. But the exhibit is an integral part of the

lease.
Mr. HENNESSEY. It is an agreed form of lease which, under the

contract, we agreed to enter into.
Representative HOMER. In other words, you are satisfied, and you

assure us, that that phraseology does not refer to any lingering doubts
respecting the authority of the Commission, but rather is an identifica-
tion of the date of the principal document?
Mr. HENNESSEY. Yes, sir; I assure you it does not represent any

doubt as to our authority.
Dr. WILSON. That comma after "amended," of course does not ap-

pear in your reading, but that is very significant, I think.
Representative HOMER. Well,, in general, when you refer to an act

as amended, I think that the phrase has commas.

•

S e e JCAE, pp. 23 and 32.
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Mr. HENNESSEY. I think the comma would have been omitted if
that were the intent, sir.
Chairman HOLIFIELD. As a matter of fact, the Commission's posi-

tion from a legal standpoint is that section 44 of the basic statute
gives you the right to go ahead with this contract. Is that not true?
Mr. HENNESSEY. This was the basis of our position, as stated in our

opinion that was submitted to the Comptroller General, yes.
Chairman HOLIFIELD. That is right. And it is very interesting to

note that the Comptroller General in his decision referred to various
quotes in reports, but ignored completely section 44, which is the basic
statute giving the Commission the authority to sell byproduct steam
from a production facility.
This is one of the interesting parts of the Comptroller General's

decision, which will be gone into later, at the proper time.
Representative VAN ZANDT. Mr. Chairman, may I continue?
Chairman HOLIFIELD. Yes.
Representative VAN ZANDT. Mr. Wilson, what is the overall cost,

at the moment, including the amounts in the authorization bill, of the
plutonium-producing reactor at Hanford?
Mr. QUINN. Mr. Van Zandt, the current estimate is $195 million.
Representative VAN ZANDT. $195 million. That means that the

authorization bill, which is now awaiting floor debate, increased the
overall cost, $43 million. Is that correct?
MT. QUINN. That is correct, sir.
Representative VAN ZANDT. Of this $43 million, how much can be

attributed to the power phase of the reactor?
Mr. QUINN. We really do not know the answer to that, Mr. Van

Zandt. Certainly I think it would be fair to say that some portion of
it is attributable.

Representative VAN ZANDT. IS it not true that the testimony of the
AEC before the Joint Committee revealed that at least $10 million
was necessary to do R. & D. on a type of pipe that would take the
pressure necessary for the power phase of the reactor?
Mr. QUINN. I believe, Mr. Van Zandt, the testimony was to the

effect that the cost of the pipe for the NPR in our current estimate
is some $11 million higher than it was in the original estimate.
Representative VAN ZANDT. If my memory serves me correctly, Dr.

Seaborg testified that because of the high temperature and pressure
it was necessary to go to the manufacturer and have him conduct
research and development for the purpose of producing a new type
of pipe entirely, and this type was necessary because of the power
phase of the reactor.
Dr. WILSON. I would not say that was entirely for research and de-

velopment. They got into trouble in fabricating it, and they had to
do some research and development, but they had to refabricate a great
deal of pipe, and have a great deal of rejected pine, because it did not
meet the specifications. It is in part research and development, and
in part manufacturing difficulties.

Representative VAN ZANDT. You are right, Commissioner. But is
this not correct: that had we been producing plutonium only, this type
of pipe would not have been necessary?
Dr. WiLsoN. If we had been authorized to build a single-purpose

plant, it would not have been necessary. We were authorized to build
86517-62 3
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a dual-purpose plant, and this was necessary to make it dual purpose,

or make it convertible, I should say. We were authorized to make it

convertible.
Representative VAN ZANDT. What did we authorize in the way of

dollars for the convertibility feature phase of the reactor?
Mr. QUINN. There was no specific authorization for the converti-

bility feature.
Representative VAN ZANDT. What cost tag did you apply to it?
Mr. QUINN. Back in 1958, the design studies that had been made on

different kinds of reactors indicated that $25 million was the difference

between the convertible reactor and the plutonium-only reactor.
Representative VAN ZANDT. All right; $25 million of $145 million

originally. Now are you going to add this $11 million to the $25
million?
Mr. QUINN. I think that the $25 million figure is questionable

today, as to its accuracy. Actually, in going into the NPR, we are

building a new kind of reactor. If the authorization had been for a

single purpose reactor, we still would have built a different kind of
reactor from our previous ones. The decision was that for any new

reactor at Hanford, we would use a recirculating coolant, in order to
reduce, or not add to, the amount of radioactivity released to the

environment.
Chairman HOLIFIELD. Mr. Ramey had a question at that point.
Mr. RAMEY. Might you have used this same type of piping on a

single purpose and gotten into trouble on piping, just the same as you

have now?
Mr. QUINN. Because of the differences from our previous experience

at Hanford, that would have been involved in a new single purpose

reactor, we probably would have gone to a different type of pipe than

had been used in the past.
Now, of course, it is speculative what kinds of difficulties we might

have encountered in that case. I think in that case the pressure would

have been somewhat less than in the NPR, and the temperatures would

have been somewhat less.
Representative VAN ZANDT. I think you are confirming the state-

ment of Dr. Seaborg before this committee.
It is an accepted fact, at least as far as the House debate was con-

cerned, that the convertibility feature cost $25 million.
I ask the question again: Are you going to add the $11 million to

the $25 million, which will make the total $36 million, the cost of

the convertibility feature?
Mr, QUINN. In trying to assess what the cost of convertibility is

today on the basis of the $195 million total cost, we do not know what

a single-purpose reactor would have cost had we proceeded with it.

So that the amount of the total cost of convertibility is something

that we do not know.
Now, it may be $36 million, or it may be some other figure.
Representative VAN ZANDT. We discussed $11 million out of the

$43 million. Can you break down for us the remainder of the $43
million? Is it not true that some of the remainder of the $43 million

can be charged to the convertibility feature, because of the adminis-
trative costs, overhead, and so forth?
Mr. QUINN. I think another element in the $43 million results from

the extension in the completion date for the reactor. At the present
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time, the piping is the item controlling the schedule. However, there
are other items in the construction program which could be con-
trolling if unfavorable developments in procurement are encountered.
So that if we did not have the piping problem, it is difficult to say

how much the completion date would have had to be extended in
any event.
Representative VAN ZANDT. Well, in other words, it is my under-

standing that because of the piping problem, you had this $11 million
cost, and then in addition, the delay from an administrative and an
engineering standpoint was going to cost more money.
Now, could you give us an estimate of how much the delay, as far

as administrative and engineering costs are concerned, will amount
to?
Mr. QUINN. We have estimated the increase in indirect construction

costs at close to $6 million.
Representative VAN ZANDT. $6 million. So that makes $42 million.
In the event you did not have the pipe problem

' 
from a delay stand-

point, your plutonium-producing reactor would have been on sched-
ule. Is that right?
Mr. QUINN. I could not say that, Mr. Van Zandt. The NPR in-

volves many areas of new technology in which we have not had pre-
vious experience. We have encountered difficulties in a number of
areas such as research and development work and in the procure-
ment of such things as instrumentation which have not been produced
before.

Representative VAN ZANDT. Well, this is typical.
Mr. QUINN. It is typical of a new project involving as much new

technology as this reactor does.
Dr. WILSON. Congressman Van Zandt, I think you can go into it

just as carefully as possible, and just as earnestly as possible, and you
still would not be able to tell whether it was $30 or $45 million extra
cost due to convertibility. But I think it is someplace in that range,
and that will always remain uncertain, because you just cannot tell
what would have happened.
Chairman HOLIFIELD. But in any event, the Congress authorized

the convertible type reactor, it was designed as such, and once having
started on the construction of it, whether the convertibility feature
was used or not, you had to go through with it. Is that right?
Dr. WILSON. That is right.
Chairman HOLIFIELD. In other words, there was no point—the Com-

mission supported the convertibility part of it. I remember Admiral
Strauss testified in behalf of it when he was Chairman of the
Commission.
And once having decided to go down that path, you were forced to

follow these expenditures, whether the steam was ever used or not.
Dr. WILSON. And if we decided to abandon convertibility at this

time, we could not make any substantial saving.
Representative VAN ZANDT. Mr. Chairman, may I continue my

questions?
Commissioner, I agree with this uncertainty which relates itself to

the cost, and the completion date. Is it possible you may come up here
and ask for more money, because of additional difficulties, and the
completion date may be pushed further away?
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Dr. WILSON. We think we can see the end of this situation fairly
definitely.
Mr. Quinn is more familiar with the details, but he can tell you what

progress we made in solving the remaining problems.
Mr. QUINN. Our current estimates are that we will be able to com-

plete the job on the basis of our present time schedule, and the present
cost estimates.
Dr. WILSON. Pipe delivery is coming through in good shape, now.
Representative VAN ZANDT. But did you not make this same state-

ment just about a year ago?
Mr. QtTiNN. Yes, sir. As of last summer we expected to complete

the job for the original estimate.
Representative VAN ZANDT. And is it not true that just a moment

ago you said there was a degree of uncertainty in this project?
Mr. QUINN. There will always be some degree of uncertainty until

it is completed.
Representative VAN ZANDT. Now, is it not true that the Supply

System could be affected dollarwise if certain uncertainties develop?

Are they not becoming part of a proposition, here, that could cost

them money?
Mr. QUINN. I believe that the cost of completing the reactor would

not affect the Supply System. Actually, the commencement of power

generation would be some 2 years following completion of construction

of the reactor itself.
Representative VAN ZANDT. Are they not going to put $25 million

into the construction of facilities?
Mr. QUINN. Under the construction program which has been dis-

cussed, there would be modifications made to the reactor and to the

heat dissipation facilities for the purpose of improving power pro-

duction, and the total cost of these will be approximately $25 million.

Representative VAN ZANDT. Is there a degree of uncertainly in this

estimate of $25 million?
Mr. QUINN. On the basis of our experience to date in building the

same sort of thing, we think we have a good cost estimate.
Representative VAN ZANDT. It could be $30, $35, or probably $50

million?
Dr. WiLsoN. But it would be entirely on WPPSS, if it were.
Representative VAN ZANDT. They would assume that additional

cost
Dr. WILSON. That is right.
Representative VAN ZANDT. What I am trying to point out is that

they have to accept a certain amount of this uncertainty. So instead

of the cost to them being $25 million, it could be $50 million.
Dr. WILSON. No, I do not think it is possible, because it is a much

more conventional type of investment that they have to make in power

generating facilities and heat exchangers, and so forth. It is much
more conventional than designing a new type of reactor.

Representative VAN ZANDT. In connection with the cost of the

steam, what was the figure used a moment ago, in selling the steam to

the Supply System?
Mr. QUINN. The payments for the steam under the agreed-upon

schedule would amount to payments to AEC of $3 million at the end
of 1 years of dual purpose operation.
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Representative VAN ZANDT. Can you break this down to a unit of
B.t.u.?
Mr. QUINN. It is different year by year, sir.
Representative VAN ZANDT. Let us take the initial year.
Dr. WILsoN. That is only paying $100,000 during that period. It

is a token payment.
Mr. QUINN. The exact amount of steam that would be used by the

Supply System is something that is not definitely known.
Representative VAN ZANDT. So there is uncertainty here, also.
Mr. QUINN. But not in the amount of the payment. One of the

main values of having the plant converted is the availability of this
capacity, in the event, for example, that waterflows in the Columbia
River are low. This could meet deficits that might occur in 1965.

Representative VAN ZANDT. Then this is just simply a token pay-
ment?
Dr. WILSON. For the first 7 years it is token.
Representative VAN ZANDT. For the first 7 years?
Dr. WILSON. Yes.
Representative VAN ZANTyr. In establishing this dollar figure, what

was taken into consideration, from the Government's standpoint?
Was the $195 million?
Mr. QUINN. No, sir, it was not.
Representative VAN ZANDT. What percentage of it, or what por-

tion of it?
Mr. QUINN. We did not approach the question of determination of

the price for steam on the basis of AEC costs. We recognized that
if a certain portion of the costs were assigned to power, it could result
in a very unfair situation in the event of a very short dual purpose
period. This could result in costs of power considerably higher
than what the power would cost from an alternate source.
So that in approaching our negotiations with the Supply System,

we based our position on a determination of the value of the steam
for the intended purpose of power production. We sought the ad-
vice of the Federal Power Commission for this purpose.
The payments which have been negotiated are on the basis of what

its value is, as a source of energy to a turbine generator plant to pro-
duce power competitive with other sources of power in that area.

Representative HOSMER. Not based on day by day or month by
month, but based on operation over a period of a year?
Mr. QUINN. Based on operation over a period of years, and based

on estimates by the Federal Power Commission of what pereentage
of the time this plant would be needed for power production. And
this varies with time, increasing up to its maximum capability.

Representative HOSMER. In other words, the justification for the
delivery of steam at a token price during the first few years is the
risk to the contractor that is involved?
Mr. QUINN. Yes, sir.
Representative HOS1vIER. But in the overall sense, if the contract

were to last for any length of time, say you get into the eighth and
ninth years, then those payments more or less recapture?
Mr. QUINN. The initial risks will be overcome, and from then on

there will be substantial annual payments.
Dr. WILSON. There is, of course, a factor of the certainty of the

steam supply, in that this is operated mainly for production of
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_plutonium, and there is always some down time, when you are making
,changes in the system, which is borne by the WPI"SS.

Representative HOSMER. You are actually guaranteeing in a sense.
All that they are contracting for is
Dr. WiLsoN. What we have.
Mr. QUINN. This is byproduct steam, and it is made available to

them on that basis.
Chairman HOLIFIELD. And any recovery the Government gets out

of this byproduct steam is that much. If they get $3 million in the
first 7 years that is that amount they would not get if it is shot
into the tanks. If it is $31 million, that would be a $31 million re-
covery the Government would get which otherwise it would not get.
Is that not, true?
Mr. QUINN. That is correct, sir.
Representative VAN ZANDT. In the event the reactor breaks down,

does the Government have any responsibility?
Mr. QUINN. We have no liabilities to the Supply System. If it

broke down during the period when it is needed for plutonium, we
would, of course, put it back into operation.

Representative VAN ZANDT. Well, suppose it broke down so that it
was not producing steam. Does the Government have any respon-
sibility here, as far as the Supply System is concerned?
Mr. QUINN. No sir, we do not.
Representative VAN ZANDT. What about the $25-plus million, we

will say, that they have invested?
Mr. QUINN. That is not involved in the agreement between AEC

and the Supply System, at all.
Chairman HOLIFIELD. Will the gentleman please clarify what $25

million he is speaking of?
Representative VAN ZANDT. For the facilities that have to be built

into the reactor.
Dr. WILSON. They pay that.
Chairman HOLIFIELD. The WPPSS pays that, and immediately title

goes over to the Government. This is a risk WPPSS takes immedi-
ately, on their own, and immediately they are built into the reactor
the Government obtains title.

Ts that not true?
Mr. QUINN. That is correct, sir. I am sorry I misunderstood your

question.
Representative VAN ZANDT. There is no liability?
Mr. QUINN. There is no liability, sir.
Representative VAN ZANDT. In the event this proposition becomes

a reality, could this pattern be followed in regard to other plutonium
producing reactors?
Dr. WILSON. Not those that are now built. We might build some

more. But there is no possibility of getting useful energy at reason-
able cost from any of the existing plutonium reactors except this.

Representative VAN ZANDT. Well, is not the cost a factor in this
proposal?
Dr. WILSON. Well, we had it in mind in negotiating. But actually,

as you will see, if you had a long dual purpose period, you would
recover far more than your total cost of convertibility.

Representative VAN ZANDT. Beyond 7 years.
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Dr. WitsorT. On the other hand, if it is a short period, we would

recover very little of our cost.

But the gamble, as I say, is on the person that is going to benefit,

instead of being on the AEC, which I think is a considerable im-

provement.

Representative VAN ZANDT. Suppose world conditions developed
to the point where the United States became part of an agreeme

nt

shutting down plutonium-producing reactors, both dual purpose and

single purpose

Dr. WiLsoN. I do not think they would ever dare make it a thing
like that, because practically every power reactor would have to 

be

shut down, then. I think they would have to limit it to some c
ontrol

over the plutonium that came out of it.

Senator JACKSON. It would be a disarmament conference to end
peace, because you are talking about the elimination of peaceful uses

of the atom. I do not understand the gentleman.

• Representative VAN ZANDT. Senator, anything can happen nowa-
days.

Senator JACKSON. Well, I know; but that is pretty absurd. I hope
we will never get ourselves in that position.

Chairman HOLIFIELD. We would have to close down Commonwealth
Edison.

Senator JACKSON. And Shippingport.
Chairman HOLIFIELD. And all the rest of them. And Peachbottom.
Representative VAN ZANDT: My question relates only to those reac-

tors with capabilities of weapon plutonium production.

Dr. WILSON. So are all the British and Russian reactors.
Representative VAN ZANDT. That is right.
Dr. WILSON. So I do not think there is any reasonable chance of

that happening.

Chairman HOLIFIELD. And although Commonwealth• Edison and
some other peacetime reactors are built primarily for steam, they do

produce plutonium.

Representative VAN ZANDT. Yes; but token amounts of a very low
grade and not weapon material.

Senator JACKSON. If you are going to eliminate it, you are going to
have to eliminate all of it. I just cannot understand that we are go-

ing to have a disarmament to end the peaceful uses of the atom. It

is completely contradictory.

Representative VAN ZANDT. That is all, Mr. Chairman.
Chairman HOLIFIELD. Mr. Hosmer ?
Representative HOSMER. I want to assure the chairman at this point

that I am neither for nor against this contract. I am anxious for the

Government to get its money, as much as it can, out of this facility,

but I am also anxious that it not take an unreasonable risk of losing

something, and that the contract will be fair.

Dr. Wilson, as I undertand from the reading of the summary—well,

let me ask you this, first: Washington Public Power Supply System

is a municipal corporation of the State of Washington?

Dr. WILSON. I do not know whether you call it a municipal corpo-
ration.

Mr. HENNESSY. It is; yes, sir.
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Representative HOSMER. And was this corporation formed up for
the purpose of getting into this contract? Or is it a preexisting op-
erating corporation?
Senator JACKSON. The organization was set up several years ago

by the State legislature, making it possible for more than one body to
go together and go into the hydro business if they so desired to pool
and purchase power. Mr. Hurd I think can testify to that in detail.
Representative HOSMER. Can we just get a rough idea of who the

other party is in this, just for the record?
Mr. HURD. The Supply System was organized in 1957, as Senator

Jackson said, under the law which permits one or more public utility
districts and/or cities to join together to do what each can do in-
dividually.
We have undertaken other projects, and are now constructing a.

hydroelectric project. We have a license application pending for an-
other project.

Representative HOSMER. In other words, you are an operating cor-
poration, with assets and liabilities, and conducting a business as of
the present time?
Mr. HURD. That is right.
Representative HOSMER. And this would be in addition to what you

have done before?
Mr. HUED. That is right.
Representative HOSMER. Very well.
Now the corporation will be leasing the land for its facilities at

Hanford. As I understand that, the lease charge is just a nominal
charge.
Mr. HURD. That is right.
Representative HOSMER. And that amounts to a thousand 
Chairman HoLIFIELD. Would you yield?
At that point, could you inform us how much land the AEC has at

Hanford, and if there is a great expanse of vacant land on the AEC
property?
Dr. WiLsoN. Oh, a tremendous expanse of vacant land.
Chairman HOLIFIELD. It runs into thousands of acres, as I under-

stand it. Will you please give us the, figure for the record?
Mr. QUINN. About 575 square miles, sir.
Chairman HOLIFIELD. And how much are you leasing to the

WPPSS ?
Mr. QUINN. Approximately 13 acres, sir.
Representative HOSMER. The reason for the nominal rental is the

other considerations being received by the AEC on account of the con-
tract; is that correct?
Mr. QUINN. Yes sir.
Representative 

Yes,
 I am sure the people who rent houses out

there regard the land as being worth something.
• Dr. WILSON. Not on the edge of a reactor site. People do not build
houses there.

Representative HOSMER. The corporation is assured of no steam, or
some amount of steam. It has no minimum guarantees, as I under-
stand.
Mr. QUINN. That is correct, sir.
Representative HOSMER. Is that one of the considerations for this

nominal rental? Is that it?
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Dr. WILSON. Well, for the nominal payments; the scale of payments
that are set forth. That is one of the considerations.

Representative HOSMER. It would also apply to the rental of the
land, would it not.?
Mr. QUINN. Yes, sir.
Chairman HOLIFIELD. At that point, is there a separate payment for

the land, or is that included in the schedule of payments?
Mr. QUINN. That will be a separate payment., sir, as well as any

services the AEC performs for the Supply System, or any incremental
costs the AEC incurs because of the presence of the Supply System.
These will be reimbursed separately.
Chairman HOLIFIELD. From the WPPSS to the AEC?
Mr. QUINN. From the WPPSS to the AEC, in full.
Representative HOSMER. However, if for any reason the corporation

decided to discontinue its operation of the generator, the Government
would not be able to go in and take over, under the arrangement that
you mentioned earlier, by paying off the balance of the bonds, so long
as the corporation continues to pay its $10 a year rent?
Mr. QUINN. No, sir. If there is a. default in the terms of the lease

on the part of the Supply System, AEC has the right to terminate
the lease. Now under these circumstances 
Representative HOSMER. It agrees to take the steam and continu-

ously operate the generating facilities to the best of its ability?
Mr. QUINN. No, sir. The AEC would make no commitment with

respect to operating the generating facilities.
Representative HOMER. I am talking about the corporation.

Would they be in default of their lease if they just decided to shut
down their generating facilities?
Mr. HENNESSEY. May I answer that?
Under article VI of the lease, they would be in default if they

failed to use the land for the generation of electric power, and AEC
would have the option to cancel the lease under those conditions.
Representative HOSMER. Very well. Let us get over to article VIII

and find out what happened to end up the dual-purpose period.
The corporation can either terminate its option and sell off its gen-

erating facilities, or take a lease of the reactor facilities from the
AEC?
Mr. QUINN. Under the contract, we would agree to lease to the

Supply System the reactor at the end of the dual-purpose period.
Representative HOSMER. However, if the corporation did not de-

sire to take such a lease, it would not have to do so, would it?
Mr. QUINN. No sir.
Representative HOSMER. It could dismantle this plant and sell it

for junk?
Mr. QUINN. Yes, sir.
Representative HOSMER. Now, if it should take the lease, what com-

pensation would the AEC receive?
Mr. QUINN. Again, as in the land lease, the lease payments in con-

sideration for the other conditions of the contract would be nominal
payments, $1,000 for the first year, and $10 per year thereafter.

Representative HOSMER. For this $130 or $140 million facility?
Mr. QUINN. For the reactor which would otherwise be idle.
Representative HOSMER. Do the reactor and its related auxiliaries

have some salvage value?
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Dr. WILSON. We would not destroy it. They would have to keep
it in operation and in more than standby condition. We save quite a
substantial sum of money, as pointed out, if they took over the opera-
tion, as against putting it in mothballs.

Representative HOSMER. But not as against actually taking it apart
and realizing a salvage value out of it?
Dr. WILSON. Well, that would be very small compared to the value

of it for the purpose for which it was intended.
Representative HOSMER. In other words, you can assure us that

there is every reasonable possibility and desirability of maintaining
the reactor in being, even in a standby condition and thereby the
Government is receiving some consideration in addition to this $10
a year for the lease?
Mr. QuINN. We have the right to recapture the reactor at any time

should it be needed for AEC purposes.
Chairman HOLIFIELD. And in their operation of the reactor

' 
they

would operate it along the lines laid out for its operation by the AEC,
I presume.
Mr. QUINN. Absolutely. The conditions under which the reactor

would be operated by the Supply System are subject to review by the
AEC in order to assure that the reactor is maintained as we would
have maintained it ourselves if we had been operating it.

Representative HOSMER. All right.
From another standpoint, here, I have a question in connection with

the number of kilowatts of generating capacity. And it occurs to me
that when we were talking about it last year, we were talking in the
order of magnitude of some 650,000 kilowatts, and the corporation
appeared to be talking in terms of some 800,000.
Mr. QUINN. Last year, Mr. Hosmer, if I may comment on that, we

were continuing to make evaluations of the optimum size of power-
plant and of the performance of the reactor in the power-only pe-
riod. Along about last May or June, the General Electric Co. com-
pleted a study which indicated that the available steam pressure in
the power-only period would be somewhat higher than had been as-
sumed earlier. These studies led to the possibility of producing fur-
ther amounts of power in power-only, and for the dual-purpose period
the increase was to the 800,000 level.

Representative HOSMER. Is the installation of this extra loop going
to cause delays in getting the reactor into operation?
Mr. QUINN. We do not believe it will affect the startup date of the

reactor. No, sir.
There will be a period of time, perhaps 6 weeks, when the reactor

will be shut down, in order to tie in the generating station and the ad-
ditional loop to the reactor.
Dr. WiLsoN. It might, however, cause some delay if for one reason

or another we should delay the execution of this contract for several
months.
Representative HOSMER. In other words, whatever delays, either

by delay in execution of the contract or by the technical tie-ins, and
so forth, would be an expense to the United States which would not be
compensated by the contract.
Dr. WILSON. Under the proposed arrangements, what costs AEC

would incur during this shutdown period would be compensated by
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the Supply System. These would be continuing costs for labor and
utilities.

Representative HOSMER. But not anything on the investment?
Dr. WILSON. Not on the investment, nor for the delay in produc-

tion of plutonium.
Representative HOSMER. And I suppose that whatever delay you

contemplate as being involved does not affect the national security?
Mr. QUINN. We do not believe it would, sir.
Representative HOSMER. I think that is all.
Senator JACKSON. Mr. Chairman, I just had a couple of brief

questions.
What this really boils down to is that, No. 1, we need plutonium.
Dr. WiLsoN. That is right.
Senator JACKSON. At the present time, with the present program

underway, which contemplates merely the operation on the reactor on
a single purpose basis, but having built-in features, you would not
have the opportunity of disposing of usable steam from the reactor?
Dr. WILSON. As a matter of fact, we would have to dissipate that

heat in a cooling system, and that load is somewhat decreased by con-
verting part of it into power.
Senator JACKSON. So by disposing of waste heat, two things will

happen. One is that the Government will receive as indicated in
your statement, a schedule of payments under certain assumptions,
which run up over a 30-year period of 
Dr. WILSON. Twenty-four years of dual purpose operation.
Senator JACKSON. $125 million for 24 years of dual purpose?

oped. Is that not correct?
Dr. WILSON. That is right.
Senator JACKSON. Secondly, you will be saved contingent costs in

the event of a shutdown of the reactor due to possible international
agreements on the control of nuclear weapons and production. Is
this not correct?
Dr. WILSON. That is right particularly the standby and mainte-

nance costs.
Senator JACKSON. That is what I mean, the contingent costs that

would occur to keep the facilities in standby condition, ready con-
dition.
In addition, under this arrangement, they would be in a better

standby or startup condition, I should say, because the most important
thing that you have to deal with in that situation, of course, is to
have the know-how readily available so that you can get the people
in there to start it up.
Is this not the great asset? Is this correct?
Dr. WiLsoN. Yes.
Senator JACKSON. Now, one last point. Much has been said about

the additional costs in connection with this project. Is it not a fact
that there is a long history that sort of indicates that this was sort of
inevitable? In other words, in our other reactors, we have had to
incur additional costs, especially where new types were being devel-
oped. Is that not correct.?
Dr. WILSON. That is true. I think this is maybe fairly high in

percentage, but on the other hand, we did not try to make accurate
estimates daring the war, when we were most experimental.
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Senator JACKSON. Yes; and as a matter of fact, some of the private
utilities have found that their reactors have been e,ostino- n-toro than
they had indicated to the stockholders.
Dr. WILSON. Very much so.
Senator JACKSON. That is all, Mr. Chairman, I think.
Chairman HOLIFIELD. Thank you, gentlemen, for your testimony.
The committee will adjourn until tomorrow morning at 10 o'clock.

At that time, we will have Mr. Hurd of the WPPSS and Mr. Luce
of Bonneville before the committee for questioning.
(Whereupon, at 12:01' p.m., Tuesday, July 10, 1962, the committee

adjourned, to reconvene at 10. a.m., Wednesday, July 11, 19C2.)
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CONGRESS OF THE UNITED STATES,
JOINT COMMITTEE ON Arroiviic ENERGY
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The Joint Committee met at 10 a.m., pursuant to adjournment, in
room AE-1, the Capitol, Hon. Chet Holifield (chairman of the Joint
Committee) presiding.

Present: Senators Jackson, Hickenlooper, and • Dworshak ; Repre-
sentatives Holifield, Price, Aspinall, Van Zandt, Hosmer, Bates, and
Westland.

Present also: James T. Ramey, executive director; Edward J.
Bauser; technical adviser; David Toll, staff counsel; Jack R. Newman,
professional staff member.
Chairman HOIAFIELD. The committee will be in order.
The committee will continue hearings this morning on the Washing-

ton Public Power Supply System's proposal for the construction of
electric generating facilities at the Hanford New Production Reactor.

Yesterday, the committee received testimony on the portion of the
arrangements between AEC and WPPSS, phase I.
Today, we will receive testimony on phase II of the arrangements,

the contract between the BPA and WPPSS, and we will have wit-
nesses representing both parties. In addition, representatives of the
AEC will be available to answer questions.
Our two witnesses this morning are Mr. Charles F. Luce, Adminis-

trator of the Bonneville Power Administration
' 
and Mr. Owen Hurd,

managing director, Washington Public Power Supply System. Will
both a you come forward, please? Then you will be available, and we
will avoid the arising in the audience of a witness for testimony.

STATEMENTS OF HON. CHARLES MICE, ADMINISTRATOR, BONNE-

VILLE POWER ADMINISTRATION; OWEN HURD, MANAGING

DIRECTOR, WASHINGTON PUBLIC POWER SUPPLY SYSTEM;

JOSEPH F. HENNESSEY, ACTING GENERAL COUNSEL, ATOMIC

ENERGY COMMISSION; AND EDWARD WEINBERG, ASSOCIATE

SOLICITOR FOR WATER AND POWER, DEPARTMENT OF THE

INTERIOR

Mr. LUCE. Mr. Chairman, may Mr. Weinberg, Associate Solicitor
of the Department of the Interior for Water and Power, come forward
with us.
Chairman HOLIFIELD. Yes; you may bring your counsel up with you.

41
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Now, Mr. Luce, why don't you start off, now, as the other Govern-
ment witness before us, and give us as clear an explanation as you
can of the part that Bonneville will play in this; your relation to AEC,
and your relation to WPPSS.
Mr. LUCE. Thank you, Mr. Chairman.
My name is Charles F. Luce. I am Administrator of the Bonneville

Power Administration, with headquarters at Portland, Oreg. The
Bonneville Power Administration is an agency within the Department
of Interior.
I have not prepared a written statement, but have instead submitted

to the committee an outline of the testimony which I will present,
together with a summary of the exchange agreement between the
Bonneville Power Administration and the Washington Public Power
Supply System, and the various participating utilities, in connection
with the non-Federal addition of generating facilities at the Hanford
hew production reactor.
In my outline, I begin with a discussion of the need for the electric

generators at Hanford, much of which has already been covered by the,
witnesses for the Atomic Energy Commission. They covered particu-
larly the fact that unless this proposal is consummated, a very large
quantity of steam will be wasted, with the result of a waste of energy
and a waste of dollars, which otherwise could be recovered.
I will say with regard to the need for these generating facilities from

the standpoint of the region's power needs, which is what Bonneville
Power Administration is concerned with, that we anticipate in the
next 10 years a doubling of our power loads in the Pacific Northwest;
that this block of 905,000 kilowatts of firm power that we could obtainby adding the output of Hanford plant into the present Bonneville
system and Northwest power pool, would go a long way toward helping
to meet these additional loads that everyone anticipates in the North-west, not only the Bonneville Power Administration, but also the pri-vate utilities.

Representative HOSMER. How much firm power? Nine hundredwhat thousand?
Mr. LUCE. 905,000, as I recall, Mr. Hosmer.
Representative HOSMER. 905,000. That conflicts with yesterday'stestimony of some 800,000.

• Mr. LUCE. No; it does not.
Representative HOSMER. How do you explain it?
Mr. LUCE. Testimony yesterday was to the effect that the installedgeneration proposed at Hanford are two 400,000-kilowatt generators.Our system load factor is about 73 percent. The Bonneville PowerAdministration has quite a large quantity, something in the neighbor-hood of a million kilowatts, of excess peaking capacity. Taking intoaccount our system load factor and our excess peaking capacity, wecan by adding Hanford to our system, sell about 905,000 kilowatts of:additional firm power during the dual-purpose period, and approxi-mately 978,000 kilowatts of additional power during the single-pur-pose period. This, of course, is one of the main reasons we are inter-ested in this plant.
Chairman HOLIFIELD. This would enable you to firm up some ofyour present dump hydropower, to achieve that difference.
Mr. LUCE. That is correct. And specifically to provide the energyto go with excess peaking capacity for which we just don't at the
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present time have a market. And I might say that any hydrosystem.,

such as Bonneville, which has enough generators installed to g
et the

full energy out of the river, will necessarily have excess peakin
g ca-

pacity. This is nothing peculiar to Bonneville. It is a characteristic

of such a hydrosystem.
I have also mentioned in my outline the advantages to fish con

-

servation that we see in this Hanford project. The Bonneville Po
wer

Administration is not directly concerned with fish conserva
tion, but

as the power marketing agency for the Federal projects in the Paci
fic

Northwest, we are constantly confronted with the fish probl
em. We

try, as best we can, consistent with the meeting of the powe
r loads

of the region, to do so in a way that will cause minimal d
amage to

other resources, including the fish. This is an 800,000 or, as added

to our system, a little more than 900,000, kilowatt block 
of power,

that would involve no structure in the river. The only effe
ct of this

Hanford plant on fish would be beneficial.
Representative HOSMER. What do you mean by that? Will it make

the river cooler?
Mr. LUCE. A certain amount of heat would be taken out 

of the steam

by these turbines. I don't think that that is a principa
l advantage to

the fishery resources, Mr. Hosmer.
Representative HOSMER. You tell us that you have

 got an addi-

tional need for 600,000 kilowatts of firm power a year
 in the Pacific

Northwest. So you are going to utilize all of you
r hydro facilities

there eventually anyway. So you are trading off 
a year or two of

fish time, which isn't too valuable.
Mr. LUCE. Well, I would say that the time is valuable

 in the pro-

tection of this fishery resource. We have unde
rway in the Depart-

ment of Interior, with the direction of the Congress
, a so-called crash

study to seek to find better ways to get the fin
gerling salmon down

over high dams or past high dams, such as we 
foresee being con-

structed in the next decade. And any time t
hat we can buy in the

way of postponing the construction of such str
uctures gives us that

much more time to perfect this research.

Representative HOSMER. What is your next pr
oposed high-dam con-

struction above Bonneville, or that other big o
ne down there?

Mr. LUCE. There is now pending in Congres
s a revision of the

Corps of Engineers 308 Report, which pro
poses a number of high

projects.
Representative HOSMER. They are pretty far 

upstream, are they not?

Mr. LUCE. Well, some of them are, yes, bu
t not all of them.

Representative HosivrEn. The salmon get up 
there?

Mr. LUCE. Yes. The characteristic of th
e spring salmon is that

it spawns in the headwater tributaries of t
he Columbia River.

Representative HOSMER. We are going t
o give you about 20 to 22

months delay in building these big high h
ydro dams, is that correct?

Mr. LUCE. I think you are referring to 
a load-growth figure of

600,000 kilowatts that was printed in la
st year's hearing before this

committee.
Representative HOSMER. As a matter of f

act, it was the testimony of

one Mr. Luce, who was Administrator 
of the BPA.

Mr. LUCE. That is right, who was on 
the job at that time about 3

months. I was a little bit wrong. It is 400,000, Mr. Hosmer. But

I think your point is that only about a
 2-year regional load growth is
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represented by the Hanford project. That is true. I think it is alsotrue that 2 years of additional time is valuable in protecting an im-portant fishery resource.
Representative HOSNIER. Mr. Chairman, originally I think it wasintended that these hearings be just to explain the contracts, and nowwe are getting into the pros and cons side of it. Have we invited otherpeople to come in?
Chairman HOLIFIELD. There have been no requests for appearancesand no invitations, except the people that are involved in the con-tracts. But that doesn't necesarily mean that there can't be in thefuture.
However, I might point out that it is the gentleman's line of ques-tioning that has brought out the fishery matter, and not the chair-man's.
Representative HOSMER. The witness initiated this, and I wantedto get a lot of stuff on the record about the fisheries, so that we coulduse that as a precedent for talking about other things if anybody wantsto later.
Mr. LUCE. The commercial fisheries interests and many of the wild-life groups in the Northwest are supporting this project, for manyof the reasons I mentioned.
I will pass then, if the chairman wishes, to a discussion of thecontract which is proposed to be entered into between Bonneville,the Washington Public Power Supply System, and the various par-ticipating utilities.
This is a contract which is called an exchange agreement. -Underthe terms of this contract, the Washington Public Power SupplySystem a municipal corporation of the State of Washington, andthe participating utilities would deliver to the Bonneville PowerAdministration the output of the Hanford plant, near Vantage, Wash.A c; I have mentioned, this output would enable the Bonneville PowerAdministration, by adding it to our present system, to have approxi-mately 905,000 kilowatts of firm power. In exchange for the deliveryof the output of the Hanford plant, the Bonneville Power Adminis-tration would deliver to each of the participating utilities at theirrespective load centers an amount of power which, under Bonnevillerates, would equal in value the operating expenses of the Hanfordplant. This means that during the dual-purpose period Chairman HorAirrELD. Of the Hanford generating plant?Mr. LUCE. Of the Hanford generating plant. This means thatduring the dual-purpose period, we would be taking into our systemmore power than we would be delivering back to the participatingBecause during the first 7 years of operations, the cost ofthe operating of this plant is something below our average cost ofgeneration on the Bonneville system.
Chairman HOLIFIELD. Now, would that power be available to bothpublic and private power purchasers?
Mr. LtirE. That iQ correct. The exchange agreements are availablenot only to the public agencies but also to the private utilities of thearea.
Chairman HOLIFIELD. At the present time, are you selling to bothvate users and public utilities?
Mr. LucE. That is correct. The Bonneville Power Administrationfrom the beginning has sold to both private users and public agencies.
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Chairman HOLIFIELD. And would you contemplate that the WPPSS
would absorb all of this power within the first 10 years, or would there
be power available not only for the needs of the WPPSS group but
also for the private utilities in the area that are now buying or might
buy in the future from the Bonneville people?
Mr. LITCE. The private utilities, were they to enter into an ex-

change agreement of the type that I am discussing here, could obtain
immediately upon the completion of the Hanford generation, a firm
supply of power on a long-term basis at the Bonneville rates.
Chairman HOLIFIELD. Now, let me clarify one point. The private

investor-owned utilities are not in the WPPSS group, are they?
Mr. LUCE. No, they are not.
Chairman HOLIFIELD. And they are not bonded, as are your differ-

ent groups in the Washington Supply System group? They are not
bonded under this $131 million bond?
Mr. LucE. If they decided to execute an exchange agreement and

purchase a share of the output of the Hanford plant from the Public
Power Supply System, they would be in effect bonded. That is to
say, the credit of the company would be pledged to paying for a pro-
portion of the share of the operating expenses of Hanford, the propor-
tion to be determined by the amount of the output that they pur-
chased.
I might say that there are other public agencies that would have

an opportunity to participate, which are not members of the Supply
System. The Supply. System is composed of 16 public utility districts
created under the laws of the State of Washington. But it would make
available not only to its own members and to the private utilities but
also to municipal systems, of which we have some large ones in the
Northwest, and other publicly owned systems, the opportunity to sign
one of these exchange agreements and buy a share of the output of the
Hanford power.

Representative WESTLAND. Mr. Chairman?
Chairman HOLIFIELD. Could I ask just one question? Then I will

yield.
Would the power that is made available to these additional buyers

be made available on the so-called nondiscriminatory postage stamp
rate, that it is made available to the WPPSS?
Mr. LUCE. Yes.
Representative WESTLAND. These 0. & M. charges that you say

return sufficient to the members to take care of their own charges: I
assume that would include the amortization cost of their bond. Is
that correct?
Mr. LUCE. Yes.
Representative HOSMER. Mr. Chairman?
Chairman HOLIFIELD. Mr. Hosmer.
Representative HOSMER. Under what preferences would this power

be marketed by either BPA or anybody else?
Mr. LucE. The preferences that control would be the preferences in

the act which created the Washington Public Power Supply System.
Those are preferences 

Representative HOSMER. Now, that is a State act?
Mr. LcrcE. Yes.
Representative HOSMER. And what are those preferences?

86517-62-----4
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Mr. LUCE. Those preferences are to the public utility district mem-
bers of the organization.

Representative HOSMER. And in the event that sufficient public
utility district members entered into this, there would in fact be no
possibility of a private utility contracting, would there?
Mr. LUCE. Yes, if that were the case. However, the utility dis-

tricts that compose the Supply System have indicated their willingness
to let the private utilities get into this project.

Representative HOSMER. And insofar as the demands do not consume
all of the firm power, but once the demands consume all the firm
power, they have to apply the preference, do they not?
Mr. LUCE. No, it is a different kind of preference clause, Mr. Hos-

mer. The preference clause we have in the Bonneville act has a 5-year
cancellation clause in it.

Representative HOSMER. I understand.
Mr. LUCE. That is mandatory. But there is no mandatory pull-

back clause in the laws that govern the disposal of power by the Wash-
ington Public Power Supply System; so that they could, at the incep-
tion of this project, enter into contracts with private utilities for the
duration of the life of the plant.

Representative HOSMER. And there is no restriction on the term of
these contracts?
Mr. LUCE. Other than the life of the plant.
Representative HOSMER. But they do have to get in early, or not

get in at all?
Mr. LUCE. That is correct.
Chairman HOLIFIELD. Could I ask one clarifying question on this

point?
Under the Bonneville distribution rules, you are allowed to sell non-

preference power under 5-year contracts as long as previous buyers
are not asking for it; is that correct?
Mr. LUCE. Yes.
Chairman HOLIFIELD. Under this agreement, that does not obtain..

The Washington Power Supply group could make contracts im-
mediately for 10 years or, as you said, for the life of the plan, if buyer
and seller could get together on it with the private purchasers of elec-
tricity; is that true?
Mr. LUCE. Yes.
Chairman HOLIFIELD. Mr. Hurd, may I ask you this question, then:

Do you contemplate that the 16 participants in the WPPSS will take
all of the power initially? And if not, what percentage of the power
do you think that they will be able to absorb under their contracts?
Mr. HURD. As a matter of policy, we would give preference to

public agencies in the disposition of any surplus to the needs of its
members. In this instance, we have made a determination that there
is power in excess to the needs of the members, and therefore, we
have invited all utilities purchasing power from BPA in Pacific
Northwest to become participants in this arrangement. And we would
expect that all those who indicate interest, and desire to do so would
enter into these exchange agreements, both public and private agencies.
Chairman HOLIFIELD. Mr. Westland.
Representative WESTLAND. Well, isn't it a fact that to a substan-

tial extent, at least, the credit upon which these bonds would be pur-
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chased is based on contracts with private utilities for the sale of elec-
tric power?
Mr. HURD. No, we don't consider that the feasibility of this hinges

upon our entering into these exchange arrangements with the private
utility companies. The needs, the loads, and the resources of the
public agencies and the members themselves are sufficient to provide
potential participants to make this plan operate in the manner that
is intended.

Representative WESTLAND. You are saying then that there is suffi-
cient credit among the public utilities, the PUD's, to warrant the
purchase of these bonds?
Mr. HURD. Yes, sir.
Representative HOSMER. Mr. Luce, what happens to section 44 of

the Atomic Energy Act and the priorities listed therein?
Mr. L-crcE. I am not sure that I understand your question, Mr. Hos-

mer. You are referring to the priorities in connection with the dis-
posal of steam?

Representative HOSMER. You were familiar with this section 44 last
year in the hearing. It provides for certain priorities in the disposal
of energy that the Commission has at its production facilities.
Mr. LTJCE. I would say that section 44 is complied with by the type

of arrangements that we are describing to the committee.
Representative HOMER. It says in part:
If energy is produced at production facilities of the Commission, in contract-

ing for the disposal of such energy, the Commission shall give preference and
priority to public bodies and cooperatives—

and so on. Now, you feel that the act applies to the B.t.u.'s, I pre-
sume, and that since the WPPSS is a public body, you are complying
with this, or what?
Mr. LICE. Yes.
Representative HOSMER. And you then feel that the electrical en-

ergy that is produced from the heat energy is insulated from sec-
tion 44?
Mr. LITCE. Well, of course, section 44 just covers, as I would read

it, Mr. Hosmer, the disposition of whatever the Atomic Energy Com-
mission itself sells. I don't think it follows all the way through. But
even if it did follow all the way through to govern the disposal of the
electricity that somebody else generated from steam purchased from
the AEC, this section 44 does not itself have the pullback or auto-
matic cancellation clause in it, as we discussed at the hearings last
year.
Chairman HOLIFIELD. May I at this time invite Mr. Hennessey,

the counsel for the AEC, to please come forward; as this is a matter
which concerns the AEC.
Will you pull a chair up, Mr. Hennessey? We will have all of

you available in case of questions to either one.
Now, as this did apply to section 44, will you please explain your

legal conception of the question asked by Mr. Hosmer ?
Mr. HENNESSEY. Yes, sir. As we understand section 44, the prefer-

ence clause applies only to sales by the Commission of excess energy
produced in Commission facilities. We believe that in this instance
the preference clause will be satisfied in the AEC disposal of this
energy to a public owned group of utilities. I think the situation is
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quite different from what prevailed last year, when the Congress
had before it a proposal that the Bonneville Power Commission would
distribute the power that was generated under the same preference
provisions as were in section 44.
Chairman HOLIFIELD. In other words, the initial contract between

the AEC and WPPSS. satisfies the requirement of section 44. From
that time on the distribution of the power becomes a prerogative of
the WPPSS, and they are not bound in that instance by the 5-year
limitation of the Bonneville contract. rate.
Mr. HENNESSEY. Yes, sir. I believe that any restrictions on the

further distribution of electric energy would be governed by those
restrictions that are applicable under Washington law to the Wash-
ington Public Power Supply System.
Chairman HOLIFIELD. Now, under Washington law, Mr. Hurd, what

is the formula by which you operate in relation to sale of such power
as you have to distribute?
Mr. Hum. As we have indicated, the statute requires that we give

preference in the disposition of any power that we may have avail-
able to our members. That is the only restriction in the statute, as
I recall. However, by policy, we would extend preference in power
which is surplus to the needs of its members to other public agencies.
That is a policy matter only and not a statutory requirement.
Chairman HOLIFIELD. And you have determined that there will be

a surplus over and above the needs of your public agencies for eon-
tract to the private investor public utilities?
Mr. Hu. Yes, sir; and as a result, we have extended an invitation

to the utilities purchasing BPA power, both public and private, in
the Pacific Northwest, to be participants in this exchange arrange-
ment.
Chairman HOLIFIELD. Have you determined any tentative length of

time in which you would advance a contract to a private investor
public utility group?
Mr. HURD. All participants would be treated alike in that respect,

and the term of their participation would be coextensive with the
contract and the term of the bonds. The term of the bonds is the
important feature here, since, in order to get the lowest possible interest
rate, we have to have as good credit, back of them as possible, and
broad participation by utilities will be an asset. Our counsel advises
that the exchange agreement that has been presented here would make
available this block of power for the term of these contracts, which
is expected to be 30 years. We are expected to issue 30-year bonds.
So for purposes of credit we would have 30-year bonds, and to that
extent the block of power made available would be a long-term 30-year
contract, both to private and public.
Chairman HOLIFIELD. You would stand ready, then, to make con-

tracts not only with your public utility participants, but with your
private customers of as long a contract as 25 or 30 years?
Mr. HURD. That is correct.
Chairman HOLIFIELD. And the length of time in which you would

advance this contract right would not be discriminatory as between
the public buyer and the private buyer?
Mr. Ilunn. That is correct, sir.
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Representative HOSMER. What is the magnitude of this block of
power that you are going to market? Perhaps Mr. Luce can answer
that?
Mr. HURD. I can attempt it, Mr. Homer, and if I am not clear,

perhaps Mr. Luce can clarify it.
The participants will agree to be responsible for a particular per-

centage, a percentage of the project annual cost, which will include the
debt service and all the 0. & M. costs and reserves and things that
are necessary for the financing of the project. And in return, they
will receive from Bonneville a block of firm power, which will be
equal in value, computed at Bonneville's rates, to their allocation
of annual costs.

Representative HOSMER. I understand that. Now let us translate
it into kilowatts, and then further translate it into what generating
capacity is required to produce those kilowatts.
Mr. HURD. Well, during the dual-purpose phase, as Mr. Luce

indicated 
Representative HOSMER. I am not talking about the generation at

Hanford. I am talking about the obligated power which BPA must
supply to the participants, which is calculated as a factor of the
bonded indebtedness that each of the participants assumes.
Mr. LUCE. The size of that block of power will depend upon what

the operating expenses of the Hanford plant are from year to year.
Now, as Mr. Hurd started to say, during the dual-purpose period,

when those operating expenses are generally lower, the block of
power will be smaller. It will be something less than 800,000 kilo-
watts. During the single-purpose period it will be larger than 800,000
kilowatts. The precise amount will depend upon two things, upon the
operating expenses of the Hanford project for the year involved, in-
cluding the amortization of the bonds for that year, and upon the
rate levels of Bonneville at the time. We have a rate review period
each 5 years. The next one is December 1964. If our rates should
go up, then of course our obligation to deliver power in terms of kilo-
watts would be correspondingly reduced.

Representative HOSMER. Well, you are going to have to sign some
kind of contract with somebody to take this power, and it is going to
have to specify within some parameters how many kilowatts they
must pay for.
Mr. LUCE. It will certainly specify a formula for determining

those kilowatts. And I might say that many contracts that Bon-
neville signs do not specify the amount of kilowatts. With most
of our public agency customers we have what we call requirements con-
tracts. We take care of all of their requirements without specifying
kilowatts.

Representative HOSMER. In other words, you cannot say with
definiteness how much power you are going to have to turn over to
these participants in any particular year, from year 1 of the project
on to year 30, or however long it lasts; can you?
Mr. HUED. Not down to the last kilowatt-hour, because it would

depend on the costs of the project, and the level of the Bonneville
rates over the life of the project.

Representative HOSMER. On the other hand, whether or not the
project produces any kilowatts, so long as they are making an effort
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to do so, you are required to furnish from some other source the
block of power mentioned in this contract.
Mr. LUCE. Yes.
Representative HOSMER. So it is an exchange only in the sense that

you are giving certain power for whatever power that you get if the
machinery works
Mr. LUCE. Yes. And we think the machinery will work.
Representative HOSMER. We will get into that later, Mr. Luce.
Mr. LUCE. We have gone into it very thoroughly, Mr. Hosmer.
Chairman HOLIFIELD. Mr. Westland is seeking recognition.
Representative WESTLAND. Assuming that it will be necessary to

have congressional authorization and it will be necessary to pass an
amendment to the Atomic Energy Act to authorized the AEC to enter
into a contract with the Washington Public Power Supply System.
do you think this would establish a precedent under which Bonne-
ville Power Administration could enter into a contract with other
parties, similar to that which is proposed between BPA and WPPSS?
Mr. Lu-c-E. No, I do not.
Representative WESTLAND. Would you explain why?
Chairman HOLIFIELD. May I interpose one thought at this point?

Mr. Westland spoke of an amendment to the act. As I understand
it, in the authorization bills, these are direct authorizations, and they
are not amendments to the act. And therefore, an amendment to the act
itself would not be necessary, as I understand it. An authorization
is not an amendment to the act, and an authorization of the AEC to
enter into this contract with WPPSS would not be, as I understand it,
an amendment to the statutes.

Representative HOSMER. Would the chairman explain that again?
Representative WESTLAND. Just a minute. I believe I have the

floor here.
Chairman HOME1ELD. You did yield to me, did you not?
Representative WESTLAND. Yes.
Chairman HOLIFIELD. Well, I think this is a point that should be

clarified because of the point you mentioned.
Representative WESTLAND. There has been a point whether or not

these organizations had authority to enter into negotiations with
WPPSS and what affirmative action was necessary, whether it is an
affirmative amendment to the act or something else. But the question
I really want is: Whatever is done, whether or not this would estab-
lish a precedent under which BPA could enter into a contract with
other parties similar to this. Mr. Luce has said "No," and I have
asked him to give us his reasons why he thinks it would not establish
a precedent.
Mr. LUCE. The Bonneville's authority to enter into this exchange

contract, arises, as our Solicitor's Office interprets it, from the Bonne-
ville Act and other power marketing laws as they now appear. And
therefore the action of the type that you mentioned would not add
something that isn't already there in the way of authority.
Now, this question of what authority the Bonneville Power Admin-

istration or other power marketing agencies that are within the In-
terior Department have to purchase or to acquire by exchange steam-
produced power is a question that we haven't had a great deal of expe-
rience with in the Pacific Northwest. Power marketing agencies in
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other areas of the country, operating under similar statutes to ours,

have had a lot of experience with the question.
The only experience we have had in the Bonneville area that I know

of is in 1952 and 1953, when we had a brownout. At that time the

private utilities as nonpreference customers were having to fire up a

number of obsolete steamplants, which produced very high-cost elec-

tricity. They took the position at that time, as I am informed, that

the Bonneville Act gave Bonneville authority to purchase that steam-

produced power and average it into our costs, so that the full burden

of the high-cost steampower would be distributed, as they felt, equi-

tably among all the power consumers in the Northwest, and not loaded
entirely onto the customers of the private utility companies.
As a matter of policy, I am told, the Bonneville Power Adminis-

tration decided not to purchase that steam, because of certain contrac-
tual problems that they had, not related to authority but related to

policy, with regard to the proposition of the private utilities in the

area.
In other parts of the country, for example

' 
the Southwest Power

Administration, with headquarters at Tulsa, Okla., the power mar-
keting agency buys a substantial amount of steampower to firm up
excess peaking capacity that exists on the firm system. As a matter

of fact, the Southwest Power Administration has purchased, I am

told, the output of one or two, I believe it is, steamplants in their

entirety. Now, this is a purchase agreement.; not an exchange agree-

ment. This is for the purpose of enabling them to firm up the excess

peaking capacity that they had down there.
The Bureau of Reclamation, in the Missouri Basin, is purchar4ing

very substantial quantities of steam-produced energy in order to firm

up excess capacity.
Chairman HOLIFIELD. From power companies?
Mr. LUCE. From private companies. That is right. The Bureau

of Reclamation in the Central Valley project is doing the same thing

with the Pacific Gas & Electric Co.
Now, those agencies are operating under statutes that grant them,

if anything, lesswide authority than that of the Bonneville Power

Administration.
When the matter of entering into this exchange contract was pro-

posed to us by the Washington Public Power Supply System, and I
was advised by our attorneys that we had the authority to do this, we

determined, as a matter of policy, that even though we had the author-
ity, we would bring this matter to the Appropriations Committees of
the Congress, show them the contract that we proposed to enter into,
even though it required no appropriations as such, and I informed the

committees that we would not sign these contracts if they objected to
them. We felt that even though no appropriations were required and
even though we had the authority, a proper relationship with the Con-
gress indicated that we ought. to bring the contracts to the appropria-
tions Committees, make a full disclosure, and hear from them. And
we have done that.

Representative WESTLAND. Mr. Luce do you feel that this would
establish a precedent for Bonneville Power Administration to enter
into an-v other contracts for the construction of hydroelectric projects?
Mr. LucE. No. The precedents in the other parts of the country
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that I am talking about pertain only to the purchase of steam-pro-
duced power to firm-up hydro; and as I understand don't apply at all
to hydro projects.

Representative WESTLAND. Does Bonneville Power Administration
have the authority, either directly or indirectly, to construct any gen-
eration facilities of these types?
Mr. Lum. No.
Representative WESTLAND. Do you think this present proposal

would make Bonneville Power Administration the construction
agency of the facilities to be installed at Hanford.
Mr. L-ucE. No; indeed not.
Representative WESTLAND. There have been some opinions that it

would. Could you elaborate on that?
Mr. LUCE. Well, the construction agency would be the agency that

put up the money to build the plant, which is the Washington Pub-
lic Power Supply System. They would handle all the money and
building of the plant.
Now, we have, for the protection of the Government, in our ex-

change proposal and exchange agreement, retained the right, as has
the AEC, to review the costs that are incurred by them. But this does
-riot make us the construction agency. The title to the plant will not be
in the Bonneville Power Administration, nor in the Government, as
far as that is concerned. It will be in the Washington Public Power
Supply System.

Representative WESTLAND. Some of the private power companies
in the Pacific Northwest have felt that if this agreement were entered
into, it would jeopardize their future. I would like to get your com-
ment on that.
Mr. LUCE. I just cannot agree with them. I think that the con-

trary would be the effect.
One of the things that the private power companies in our area

have talked to me about since I became Bonneville Administrator is
the inability of Bonneville to give them long-term contracts at Bonne-
ville rates. They say, therefore, they cannot rely on us for long-term
power supply. This forces them to build alternative power genera-
tion at costs which are higher than BPA average rates, and it puts
them at a competitive disadvantage with public agencies. This ar-
rangement is an arrangement whereby we can in effect make it pos-
sible for them to get long-term contracts at Bonneville rates. It
seems to me, therefore, that far from jeopardizing the private utilities,
it evens up their competitive position somewhat and helps them.

Representative WESTLAND. And you have stated that you cannot
either directly or indirectly build any generating facility?
Mr. LUCE. That is correct; we cannot.
Representative WESTLAND. Now, I will yield to the gentleman from

California.
Representative HOSMER. Take that last matter first, relative to the

giving of long-term contracts to private companies. In the neighbor-
hood of 800,000 kilowatts is involved, you say, and a portion of that
is going to be used by the public utility participants themselves. So
how much are you going to have left over to give this bonanza to the
private 
Mr. LUCE. This is not a bonanza, Mr. Hosmer.
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Representative HOMER. I withdraw that word then. How much
are you going to have left over to contract for the sale to the private
utilities?
Mr. LUCE. That will depend in the first instance on expressions of

interest from the private utilities and how much they want. To this
point, there has been, so far as I know, no specific response from the
private utility companies that they want any part of this Hanford
project. The offer has been made to them, and it is just dangling there.
Representative HOSMER. But you do have certainty and assurance,

or at least these people do, that they are going to be able to sell
that power?
Mr. LUCE. That is correct.
Representative HOSMER. They have to sell it to get their money out.
Mr. LUCE. The public agencies themselves have such loads that they

could absorb the entire output themselves.
Representative HOSMER. By shutting down some of their other gen-

erating facilities?
Mr. LUCE. No; most of these public agencies buy all of their re-

quirements from us.
Representative HOSMER. Well, if they can use it all themselves, it is

highly unlikely that they are going to sell any to private people
at all; is it not?
Mr. LUCE. I would say it is likely. It is not only likely, but they

have said that they would. They have offered to do it.
Representative HOSMER. To what extent? Again, I want to get

what share of this pie is going out?
Mr. Lum. You have to have an expression of interest before you

get down to the details of how many kilowatts. But I will ask
Mr. Hurd to elaborate on this.
Mr. HuRD. I think it should be made clear at this point that the

purchasers of Bonneville power have an interest in this arrangement
not only because of the power that is made available by reason of the
exchange agreement but by reason of the effect that it will have on
the cost and availability of power obtained from Bonneville.
Mr. Luce has indicated that they have considered this source of

power and consider that it is advantageous to the Government's in-
terest, in its operation of the Bonneville Power Administration, to
take this power in and integrate it with other power and make the
total available to the customers.

Representative HOSMER. All I am trying to find out, Mr. Hurd, is
how much of this likely would go under long-term contracts to private
utilities.
Mr. HURD. I am not trying to evade your question, but I am trying

to point out that there is an incentive that exists here other than just
the amount of power that is made available to the participants by rea-
son of this exchange agrement.

Representative HOSMER. Your total power is available in the dis-
trict areas.
Mr. HURD. That is right; and its effect on the cost of power from

Bonneville and the availability of power from Bonneville.
Now, for that reason—and that is one of the principal reasons why,

as a matter of policy—we have offered this to any purchaser of Bon-
neville power.'

1 See subsequent ebrrespondenee, p. 120, this hearing.
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The broader the base that we have for the participation in this ex-
change arrangement will favorably affect the interest rate and the
conditions under which we obtain $130 million required to finance
the project.

Representative HOSMER. In other words, you are all marketing basic
BPA rate, so where you get it from doesn't make much difference; is
that correct?
Mr. HURD. That is right.
Representative HOSMER. All right. I understand that. That an-

swers my question, or it makes the answer to my question unnecessary.
I want to ask Mr. Luce now about this matter of precedent again.
As I understood your answer to Mr. Westland, you stated, no, this

would not be a precedent for any other kind of contract like this,
because you had already bought some high-cost thermal power during
the brown-out period, so that your precedent was already established.
Is that it? Is that what you intended to say?
Mr. LUCE. No. I said the Bonneville Power Administration had

been requested by the private utilities to do this in 1952 and 1953.
And they took the position at that time that we had the legal authority
to do it at least on a short-term basis, and for policy reasons Secretary
Mackay decided not to.

Representative HOSMER. What was the utilities' request? For you
to buy some of their thermal power?
Mr. LUCE. That is correct. For us to acquire either by purchase or

exchange the output of some of these steamplants that had to be
fired up in order to meet the loads during this brown-out period.

Representative HOSMER. But this contract before us now is a little
bit different from just a simple purchase of power from somebody.
The actual effect of this contract is to guarantee the bond, is it not?
Mr. LUCE. Yes. Well, the contract would be important security

for the bond, certainly. The credit of the participating utility would
also be security for the bond.

Representative HOSMER. Well, the actual security is the fact that
they are going to get a block of power out of BPA to sell for a long
enough period to pay back the bonds on the basis of revenue; is not
that correct?
Mr. LUCE. Well, I would say it a little bit differently. The im-

portance of the exchange contract with Bonneville is that it assures
the participating utilities and the Public Power Supply System a
market for the output of the Hanford plant at a sufficient price to
amortize the bonds and pay the operating expenses.

Representative HOSMER. You have never entered into this kind of
a contract before, have you?
Mr. LUCE. No.
Representative HOSMER. Why is it not, then, a precedent?
Mr. LUCE. Well, I pointed out that the Southwestern Power Ad-

ministration had entered into purchasing contracts for the entire out-
put of steamplants.

Representative HOSMER. Yes. But why is this not a precedent for
a contract between BPA and the XYZ Public Utility Co. to exchange
power with them for the time it takes for XYZ to amortize its invest-
ment in a thermal plant? If you have the power to do it here, I do not
see why you do not have the power to do it with somebody else.
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Mr. LUCE. Any powers that we have, derived from the Bonneville
Act and not from whatever happens with regard to this particular
instance.

Representative HOSMER. I understand that. This matter in Con-
gress now deals with a contract between the AEC and WPPSS.
Mr. LUCE. If there is any precedent here that we are setting, the

precedent is that we would not do this without bringing the matter
into the Congress through the appropriations committees; and then
again, here, through your Committee on Atomic Energy.

Representative HOSMER. But you do have the power to make this
same kind of a contract with somebody else. And you say if you have
an intention of doing so, you will come back and tell the appropriations
committees.
Mr. LUCE. 'Well, it depends upon whether the circumstances are

the same, Mr. Hosmer. We do not have authority to go out and enter
into contracts willy nilly to do this. But if the same situations were
presented or similar situations to this 

Representative HOSMER. It would not necessarily have to be some-
one generating from steam produced by a reactor, would it? You
could produce it by an oil-fired boiler or a gas-fired boiler?
Mr. LUCE. That is correct. Any steam generation.
Representative WESTLAND. The question asked by me was whether

or not, this was a precedent to enter into contracts for the construction
of hydroelectric projects. Now, with all due respect, I think the
gentleman from California has gotten a little off the track.

Representative HOSMER. I was going to bring this out in my other
questioning anyway.

Representative WESTLAND. And the BPA Administrator has al-
ready said that he has no authority directly or indirectly to enter
into any contracts for the construction of hydroelectric projects.
Chairman HomnELD. Or steam projects.
Representative WESTLAND. As to the purchase of steam power, he

has always had authority to do that. Let us have the other authorities.
Representative HOSMER. Will you yield further then?
Are not you then in effect entering into a contract for construction

with the BPA as the principal and the corporations, here, as the
agent?
Mr. LUCE. NO.
Representative HOSMER. You do not regard this as an agency

contract?
Mr. LUCE. NO.
Representative HOSMER. Well, I think that there is grave doubt

as to whether or not the BPA is in fact a principal.
Chairman HOLIFIELD. May I clear up one point here As I under-

stood Mr. Hurd's testimony, his testimony was that the credit of the
participating companies was adequate to pay off the bonds. Is that
correct?

Representative HOSMER. You could not peddle these bonds without
this contract.
Chairman HOLIFIELD. Of course they have something to sell before

they can sell it. But the credit of your different groups, plus the
contract, of course, is the element of security behind the bonds, is
it not?
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Mr. HURD. That is correct.
Chairman HOLIELELD. If you did not have the access to the power,

of course you could not float the bonds. And if you did not have the
system of distribution, you could not float the bonds.
Mr. HURD. The security for the bonds is the need that the partici-

pants have for the power and their ability to pay for it. Because
the participants will pay WPPSS the debt service requirement and
all operating costs, which WPPSS will use in turn to pay off the
bonds.
So the funds required for debt service flow from the participants

to WPPSS to the bondholders. BPA is providing the vehicle for
the utilization of the NPR power in the most efficient manner for
the region.
Chairman HOLIFIELD. Senator Jackson.
Senator JACKSON. Well, first, on this question of the contract: I

think we all understand that in order to sell the bonds, you have to
have a contract of sale or purchase agreement. Now, obviously, this
makes a lot of difference to the people who are buying the bonds. I
think it is quite clear that there are two factors in this contract. One
is the exchange agreement between Bonneville and participating
utilities, and the other is between WPPSS and the individual utili-
ties; so that the individual or firm buying the bond will have two
obligors in this operation. Bonneville is assured of its arrangement
because the contract that it will have with the individual purchasers
from the Public Supply System.
So it does seem to me that there is nothing unusual about this,

and that the Government's interests are protected, the bondholder's
interests are protected. under that arrangement.
Now, I also would like to just mention that public utility districts

in the State have sold large blocks of power to the private utilities
in connection with the construction of dams. Is this not correct,
Mr. Hurd ?
Mr. HURD. Yes.
Senator JACKSON. On a long-term basis. And this was done in

order to, again, sell the bonds • I mean adequately market the bonds
with the funding people, the funding houses. Isn't this correct? I
mean you cannot build a dam and get the money for it unless you have
a showing that the power from the dam will be sold, and sold on a
long-term basis, to amortize it. So this has been done.
Mr. HURD. One of our members, the Grant County Public Utility

District, has recently completed and put into operation the Priest
Rapids Dam, with a capacity in excess of 800,000 kilowatts. The
district did not have a need of that much power at this time, nor in
the foreseeable future. So it entered into long-term contracts with
the private utility companies, for the major portion of the project
output in which they guaranteed payments and have used their credit
for the issuance of these bonds.

Senator JACKSON. To refer to the question Congressman Westland
raised: Bonneville is a marketing agency, is it not, for the sale of
power from federally constructed hydroelectric projects?
Mr. LUCE. Yes.
Senator JACKSON. The two principal agencies that have built these

dams over the years are (1) the Corps of Engineers, and the other,
the Bureau of Reclamation, essentially.
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Mr. LUCE. Yes.
Senator JACKSON. Bonneville does not have any authority to c

on-

struct any kind of a hydro or generating facility; is this not corr
ect?

Mr. LUCE. This is correct.
Senator JACKSON. If you needed steam to firm up your power, o

r

for peaking purposes, you would have to come to Congress and g
et

authority for it.
Mr. LUCE. Yes; if we were to build a plant.
Senator JACKSON. No;  to construct. I did not say to purchase o

r

exchange. To construct?
Mr. LUCE. Yes. The answer is "Yes."
Senator JACKSON. And if the private utilities wanted to ma

ke an

exchange of power with you folks in connection with any ther
mal

capacity that they might have out there, I assume that you wo
uld

submit that and advise at least the Appropriations Committee of t
he

arrangement, would you not?
Mr. LUCE. Yes; we would.
Senator JACKSON. And this is an authority that you have had s

ince

the enactment of the Bonneville Act. If there is a precedent he
re—

and I would not call it a precedent—it is a unique situation that
 has

developed where, for the first time, we have an excess of heat tha
t is

going to waste from a reactor. So I think the unusualness, pro
bably,

in the minds of many people, stems from a new development
, and

that is a aual-purpose reactor that is available to sell waste hea
t that

would otherwise be dumped into the river. Is this not correct?

MT. LUCE. Yes.
Senator JACKSON. Now, if I might go back: And I do not w

ant

to be repetitious, Mr. Chairman. I was m another meeting, and I
 am

sorry I was detained in getting here. But under the Bonnevill
e Act,

you have to adhere to a 5-year pullback provision, do you n
ot, in

the sale of power to the private utilities?
Mr. LUCE. Yes, we do, from private utilities proposals that are sub

-

ject to the Bonneville Act.
Senator JACKSON. This has been of concern to the. private ut

ilities

to try to program their long-term need and requirements; they h
ave

never expressed that concern to you?
Mr. LUCE. Yes; several of them have.
Senator JACKSON. Is it my understanding, and we want to get 

this

clear, based on Mr. Hurd's testimony and yours, that Bonneville
, as-

suming the private utilities would want it, would enter into l
ong-

term contracts at the Bonneville rate with the private utilitie
s in

connection with this block of power, without any pullback?

Mr. LUCE. Under this exchange arrangement, that is correct.

Senator JACKSON. So that as far as the power that would be av
ail-

able by reason of this arrangement with WPPSS, the preference 
clause

would not apply to the private utilities. That is what it boils d
own

to.
Mr. LrrcE. That is what it boils down to.
Representative  HOSMER. Chairman?
Chairman HOLIFIELD. Mr. Hosmer.
Representative HOSMER. You state that the Bonneville power au-

thority has no authority to construct any generating facilities?

Right?
Mr. LUCE. Right.
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Representative HOSMER. Now, this is a hypothetical question. If
this contract should be construed actually as an agency agreement
in which BPA is principal for the construction of these facilities,
then you would not have the power to enter into the contract; is
that correct? Because you would be then in effect carrying on a
construction.
Mr. LUCE. Well, that is a little like asking this: If you do not have

the authority, you do not have the authority? And my answer is
"Yes."

Representative HOSMER. All right. Now, my next question has
to do with the exchange of power, and I will ask it in this way:
Could these utilities, or the WPPSS, rather than go this circuitous
route of exchange, market this power in some other way that they
are going to get out of this generator?
Mr. LUCE. I think I will have to ask Mr. Hurd to comment on that.

But as far as I know, this is the only marketing arrangement that is
practical. Because the Hanford plant has to be backed up by the
Columbia River power system in order to add the amount of firm
capability to the area's power resources that I have mentioned.

Representative HOSMER. Yes. But they could make a contract
with you for firmup power, rather than have you acting as more
or less the principal in this matter.
Mr. LUCE. You are suggesting that we could purchase this power

from whoever constructed the Hanford project, rather than enter
into an exchange agreement?

Representative HOSMER. Or somebody else could purchase it?
Mr. LUCE. Yes; I suppose the thing could have been cast in terms

of a purchase. But it seemed to us that an exchange offered much
more to all the utilities of the region.
Representative HOSMER. Well, it offered the possibility of being

able to float these bonds, did it not?
Mr. LUCE. It also offered long-term contracts to all the utilities

of the region, and not just to some.
Representative HOSMER. And without this type of arrangement,

WPPSS would be unable to float these bonds; isn't that correct, Mr.
Hurd?
Mr. HTJRD. Yes, sir. We have explored what we considered all

of the possible methods by which we might be able to utilize the waste
heat to produce useful power for the Pacific Northwest. Last year,
at the invitation of Senator Jackson, we explored the possibilities
with the private utility companies of non-Federal operations of the
facilities. However, we were not then contemplating the financing
of the plant; only the operations of the generating facilities. When
Congress turned down the Federal appropriations and authorization,
we then sought other ways; and this has been the result of our
exploration.

Representative HOSMER. So the construction of this facility does
depend upon the full faith and credit of the United States as ex-
tended through the Bonneville Power Administration in the form of
a fixed amount of electricity which it turns over to the participants
irrespective of what it receives from the participants?
Mr. LUCE. No, I say that it precisely does the contrary. The bur-

den of the security for this rests with the participants and the rate-
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payers of the Northwest and the credit of the United States is not

involved whatsoever.
Representative HOSMER. The participants are able to assure the

buyers of the bonds that they will pay off, because they have an
assured supply of power to sell from the BPA, irrespective of whether

this project turns out to be a dog or turns out to be perfect.
Mr. LUCE. It is correct that you have to have contracts to sell the 

ioutput of the Hanford plant n order to finance the plant; just as

when the public utility districts built Wanapum Dam, they had to

have contracts in that instance with the private utilities to sell the

output of the dam. That does not mean that the private utilities are

building Wanapum Dam or that the Grant County Public Utility

District is the agent of the private utilities.
Representative HOSMER. But under any other arrangements except

Bonneville supplying this power, which it is obligated to supply, it

would be impossible to sell these bonds and construct this project?

Mr. LUCE. I don't know. I think that is a rather hypothetical ques-

tion involving a lot of speculation. I think, as I mentioned 

Representative HOSMER. With any other way you wouldn't have to

come back here to Congress. Because what most people are con-

cerned about is the possibility of the Government getting stuck with

this $130 million.
Mr. LUCE. The Government isn't going to get stuck with the $130

million.
Representative HOSMER. Let us get into that then.
Mr. LUCE. I don't think anybody is going to get stuck. I think it

is a good investment.
Representative HOSMER. All right. Let us just assume that not-

withstanding all these assurances you are going to have 800,000 kilo-

watts out of this generating plant, you don't in fact get them. You

get 400,000 or something less. You are still going to give the equiva-

lent amount of power to these participating utilities based on their

bonded indebtedness. And they are going to pay off their bonds. So

that somewhere Bonneville accounts are short that amount of money.

Is that not true?
Mr. LUCE. That is correct. In that event we would have to raise

the rates. But I would not concede that we are only going to get

400,000 kilowatts out of this plant. If I thought that, we would not

be signing this exchange contract.
Representative HOSMER. Well, you are taking a chance. We went

into all that last year.
The Bonneville Act says that rates shall have regard for recovery

on the basis of the application of such rate schedules to the capacity

of the Bonneville project, of the cost of producing and transmitting

such electricity, including amortization of the capital investment over

a reasonable period of years.
Now, as I read that, it does not give you the authority to raise your

rates on the basis of losses that you might incur on account of an

exchange.
Will you say whether you feel that is right? Or if wrong, why?

Mr. LUCE. I think that your construction of the Bonneville Act

is not correct, Mr. Hosmer.
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Representative HOSMER. You tell me why it is incorrect.
Mr. Luca The Bonneville Act requires that we pay back to theUnited States all of our operating expense, and it also requires thatwe amortize over a reasonable period our capital investment.Now, we have no capital investment in the Hanford project.Representative HOSMER. But your rates must be based on the costof producing and transmitting such electricity, including amortiza-tion of capital investment. This loss would be a loss from the ex-change agreements that you enter into. So how do you get authorityto adjust your rates to cover that loss?
Mr. Ll7CE. Well, this is not a matter of our having authority. Wehave the legal duty to pay back to the United States the operatingexpenses from not only Bonneville but from any of the projects thatthe Corps of Engineers and Bureau of Reclamation build, so far asthey relate to power, and also the duty to amortize the investment.Now, if our revenues are insufficient for that purpose, we have thefurther duty to propose rates that will accomplish that purpose.Representative HOSMER. Are you talking about section 832(f) ofthe Bonneville Act, as contained in the United States Code? That iswhat I am talking about, and that has to do with fixing rates.Mr. LUCE. Yes.
Representative HOSMER. Read it, then, and tell me where a loss on.an exchange agreement amounts to the cost of producing anti trans-mitting electric energy or amortizing capital investments of the Gov-ernment.
Mr. LUCE. Well, we have certain costs each year, of operating ourtransmission system, and of reimbursing the Bureau of Reclamation,Corps of Engineers, for operating the dam.
In addition to that, we have amortization schedules presently setup on a 50-year basis for paying off the capital investment in thedams. We have depreciation schedules on our transmission systemfor paying that off over whatever the service life of the item of prop-erty may be.
Now, our revenues have to match our costs, our operating costs, andour amortization costs, and anything that would affect the revenuesadversely would require us to raise the rates to increase the revenuesto match those costs.
There is nothing in the Bonneville Act that specifically says thatif we ever enter an exchange agreement, then such and such is the case.These acts are written in more general terms.
Representative HOSMER. I think your correct answer, Mr. Luce, isthat the act does authorize you to enter into an exchange agreement;so therefore that must be one of your costs of doing business that canbe included in your rate.
Mr. LUCE. Thank you.
Representative HOSMER. All right. Then let us get back, then, towhat an exchange agreement is. I think the key word is "exchange,"and the definition thereof. I see in a legal dictionary, here, that itamounts to the transfer of goods or chattels for other goods or chat-tels of equal value. Right? Would you say that that is how theword is used here?
Mr. LUCE. That is one definition of it, yes.
Representative HOSMER. What other definitions are there?
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Mr. LUCE. I am sure there are others. I do not have a dictionary
before me.

Representative HOSMER. Well, you can have this one, if you would
like. The purpose of my question—and maybe we can get it without
getting too deep into the dictionary—is this: Does not an exchange
agreement require you to receive substantially the number of kilowatts
that you give? In other words, you exchange an equal number of
kilowatts? Or kilowatts of equal value?
Say you get some offpeak and some firm. At least you have to have

some equal value, do you not?
Mr. LUCE. Well, we would not enter into an exchange unless we

thought it advantageous to us, to the Government. That is true. We
have an exchange contract with one of the private utilities where we
deliver them 2 kilowatts of summertime dump power for 1 kilowatt
of firm power, that they deliver to customers of ours; I think in this
case several REA cooperatives.
There are all kinds of exchange arrangements, and it is not always

kilowatt for kilowatt.
Representative HOSMER. But where you even it out is that you apply

the Bonneville rates to certain things to get the number of kilowatts
that you move over to the participants. And so the same type of
value determination should be applicable to what you get from the
WPPSS. Otherwise it is not an exchange. It is a giveaway or
something else.
Mr. LUCE. Well, I would have to dispute that. It is not 'any give-

away, Mr. Hosmer.
Representative HOSMER. If you were going to get 200,000 kilowatts,

and you were going to give them 800,000 kilowatts, by no stretch of
the application of the rates would the value be relatively equal, it
would not be an exchange. You would not be authorized under this
law to enter into it.
Mr. LUCE. I do not think that the law would prevent us from enter-

ing into such an arrangement as that. I think an exchange involves
a business decision of whether the exchange is advantageous to the
particular party who is making that decision. Each party to the
exchange has to decide that question from his own standpoint.

Representative HOSMER. Then it goes not mean what I read you
as the definition of exchange.
Mr. LUCE. No, I do not think "exchange" is limited to equal value,

if you mean it has to be dollar for dollar. I mean barter arrange-
ments often do not balance up exactly in dollars. Each party to the
exchange has to look at the whole transaction and decide whether it is
to his own advantage.

Representative WESTLAND. Would the gentleman yield?
Representative HOSMER. Just a moment.
The WPPSS participants are assured that they are going to get

their number of kilowatts out of the exchange, are they not? Because
you have got the kilowatts, and you are going to perform your con-
tract?
Mr. LUCE. Yes, we intend to perform our contract.
Representative HOSMER. You do not have equal assurance that you

are going to get the kilowatts from them. That depends on whether
this project works or not, does it not?

865171-H62-5
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Mr. LUCE. I would say we have satisfactory assurance.
Representative HOSMER. There must be some risk; otherwise it

would not have been in this contract shifted from one to the other,
as it has been. So there must be a risk there. With this risk, why
should not the contract include some provision whereby WPPSS
picks up the loss, if the exchange does not in fact turn out to be a fair
and equal one?
Mr. LUCE. Well, we had, Mr. Hosmer, to negotiate with the Public

Power Supply System what seemed to us a fair agreement. There is
give and take in this section and that section of the agreement.
During the early phases of the dual-purpose period, these utility

districts will be delivering more power to us than we are to them.
They might have objected to that. During the later years, the reverse
could be true.
I think you would have to look at the whole agreement—that is the

way we felt about it—to determine whether it was fair and reasonable
And advantageous to the Bonneville Power Administration, from our
standpoint. '-'We think it is.

Representative HOSMER. I just have, Mr. Chairman, two other ques-
tions, at the present time.
Have you made a calculation, utilizing your present rates for Bonne-

ville power, of the project finances, with and without Hanford?
Mr. LUCE. Yes. We of course have had to carefully consider that,

in terms of what are the alternative costs of new sources of power that
are coming onto the system.

Representative HOSMER. You have some kind of an extrapolation of
the figures, have you not?
Mr. LUCE. Yes. Much of this we presented last year to this com-

mittee in hearings.
Representative HOSMER. How does it work out?
Mr. LucE. Well, the cost of the Lower Monumental project that is

now being constructed 
Representative HOSMER. I am not talking about hypothetical proj-

ects.
Senator JACKSON. This is not hypothetical, my friend. They are

building it.
Mr. LUCE. It is under construction.
Representative HOSMER. But we are talking about the actual pay-

back, now.
Mr. LUCE. What I am pointing out 
Representative HOSMER. Where your books are kept. You lost $13

million or something like that last year. You can lose some money
this year.
Mr. LUCE. Yes. Over the life of the project we have a surplus, too,

Mr. Hosmer. Over the life of the Bonneville project, we have quite
a substantial surplus.

Representative HOSMER. I would like to know about that surplus
or deficit with respect to Hanford in or Hanford out.
Mr. LUCE. I would say that we feel that with the Hanford in, our

Hanford position would be better than with Hanford out.
Representative TriosmEE. You do not know by what order of magni-

tude?
Mr. LUCE. Well, the Federal Power Commission, in their analysis

of the value of the power from Hanford, as I recall, valued it at
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about $27 a kilowatt-year. We estimate that our costs of the power
that we acquire by this exchange will be less than that, depending,
of course, on the period of the dual-purpose operation of the project,
and so forth. But our best estimate is that it would run substantially
below the value that the Federal Power Commission has placed on the
steam.

Representative HOSMER. Now, somebody told me, and you correct
me if I am wrong, and I do not even know who I heard it from, that
at the end of 30 years, without Hanford, you would show some $40
or $50 million surplus. With Hanford, you would show about a
$240 million deficit at the present rate, or a $200 million deficit, or
somewhere in that neighborhood.
Mr. LUCE. I have not seen those figures, Mr. Hosmer.
Representative HOSMER. That is a 50-year operational study, I am

informed. Did you not make any study of that kind?
Mr. LUCE. I do not recall the study.
Representative HOSMER. You just do not recall any studies of this

kind?
Mr. LUCE. I would not say I do not recall any studies of this kind.

I think what you are referring to is this: that if we stopped adding
new projects, added no more new projects, and simply sold out what
we have, and sat still and did nothing else, we would be better off,
perhaps, from our selfish Bonneville standpoint than if we add new
projects to meet new load in the area, because our average costs from
the existing projects include projects that were built in the depression
times and are therefore cheaper power.

Representative HOSMER. I understand that. But what I am getting
at is, Do we know reasonably whether with this project we are going to
lose money and without it we are going to make some money for the
Bonneville project over a 50-year period?
Mr. LUC-E. It depends on whether or not you assume that the Bonne-

ville project is to be stopped, is to add no more generation. If that
is the case, any new project we had now will, in your terminology,
cost us money. But of course we will have to raise the rates eventually
to take care of these higher cost projects.

Representative HOSMER. With the addition of new projects, then, it
is going to be all right. Is that it? Is that what your estimates are?
Mr. LUCE. Yes, that is correct. If you assume, as we do, that we are

going to add new projects, as the region's load increases, this is a
good project, and will put us money ahead.

Representative HOSMER. How about whether it would be cheaper,
with this project or with some alternate projects?
Mr. LUCE. Yes. I was about to give you the alternates that we have

here in the immediate future.
The lower Monumental is already under construction, of which

the firm power costs $21 a kilowatt-year. The Little Goose project
on the Snake River above lower Monumental, for which construction
money has been requested by the Corps of Engineers this year, costs
about $22.50.

Representative HOSMER. How much capacity are they going to put
into your system?
Mr. LUCE. As I recall, of additional firm power capacity, about

240,000 kilowatts. These dams that I am mentioning now are all on
the lower Snake, and are all of about that same size. The lower
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Granite project, which the Corps of Engineers has in advance plan-
ning, and which is an authorized project, is going to cost us, for the
firm power, something in the neighborhood of $24.
The Bruce's Eddy project, for which authorization is being sought

this year, on the North Fork of the Clearwater River, costs about $27
per kilowatt-hour.
Representative HOSMER. What about this Hanford project?
Mr. LUCE. As I say, it depends upon the period for which this

project runs dual purpose. If it runs dual purpose for as long as 7
years, the costs will be in the neighborhood of $22.
Chairman HOLIFIELD. And if it runs 10 years?
Mr. LUCE. I do not have it before me for every year, but the longer

it runs dual purpose, the lower the cost becomes.
Representative HOSMER. So this $22 in one of these new projects

you mentioned was $22, was it not?
Mr. LUCE. Yes; the Little Goose project, $22.50.
Representative HOSMER. And this is going to give you a block of

power that will roughly delay some of these other projects for 2 years,
so that is all you are saying?
Mr. LUCE. Of course, that is true of any new power project, that

it only meets the needs for the period of time its capacity will permit
it to.

Representative HOSMER. Without regard to the "iffiness" of how
long this may operate as a dual purpose project?
Mr. LUCE. Well, if the project did not operate dual purpose at all,

the cost of this power would be a little less than the Bruce's Eddy
Dam. Our estimates are that it would cost us about $26 a kilowatt-
year, if it never produced an ounce of plutonium.

Representative HOSMER. I think that is all.
Senator JACKSON. Mr. Chairman, I have a clarifying question.
First, I want to ask this. Maybe Mr. Hennesy could answer this.
Have any of the private utilities asked to buy this waste heat?
Mr. HENNESSEY. No, sir. We have no indication of any other inter-

est in the purchase, and we have in the past 2 years actually solicited
indications of interest, and there were none.
Senator JACKSON. So, in other words, you have tried to dispose of

heat that would otherwise be wasted for the last 2 years, and the only
taker you have had as of now are the present applicants?
Mr. HENNESSEY. This is the only indication of interest; yes, sir.
Senator JACKSON. I wanted to ask this general question. Either

one of you may respond, Mr. Hurd or Mr. Luce; Mr. Hurd, primarily.
Suppose there was a provision in connection with an amendment

to clarify the authorizing power of the Commission in light of the
decision rendered by the GAO, which is merely an opinion, but ob-
viously you have to face up to it on a sale of bonds—suppose there is
a provision in the authorizing authority that not less than half of the
power output at Hanford would be available to the private utilities
upon their request, on a long-term basis. How would you feel about
that?
I want to say if you cannot answer it right now, I can understand.

But how would you feel about it generally?
Mr. HTJRD. I think that we have as a matter of policy recognized the

project would be benefiting the region by the contribution it will
make to the power supply. And in that regard, I think whoever the
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participants are is significant only as it makes the plan work and
secures the proper credit for the bonds. And for that reason I
personally, without any consultation or discusssions with my board,
would feel that there would be no serious objection to such arrange-
ment.

Senator JACKSON. I realize that of course they would have to apply
for it, and if they do not make requests for it, naturally you dispose
of it to other customers, but it would seem to me that if the private
utilities have objection to this, by contract and by provision in the
law we can cover whatever their objection is.
Now, if this project has some form of B.O. that is disturbing the

utilities, I think we ought to know about it, and I wish they would
come in here. It is obvious that they are opposed to it, and I would
like for them to come in and say so, what their objection is.
Chairman HOLIFIELD. Well, as chairman, I would certainly say

that if any of the representatives of the private power people in
Washington wish to come in and comment on your suggestion or
comment on any part of this transaction, I for one would not preclude
them from appearing as witnesses. It would be perfectly all right
with me.
Senator JACKSON. I think we ought to get all the facts right out

on the table, and whatever the objection is, state it. But this, to
me, is a project that transcends, Mr. Chairman, the private versus
public power fights that occur from time to time.
I think it is important, frankly, from the standpoint of our own

national policy, that we take advantage of this great dual-purpose
reactor, and produce electric power the whole world can witness.
And if the private utilities have amendments to this, or suggestions,
I think they should come in and say so. I think it would be very
helpful to get all the facts out on the table.
Chairman HOLIFIELD. I think another important point is the na-

tional defense involvement here in having on an operating, you might

say, standby condition, in the post-dual-purpose eras, whatever that
might be to have this plant there ready to be put within a few days
right back to producing plutonium in case world conditions change.
Senator JACKSON. I think there is no question about that, and we

had detailed testimony on that last year.
Chairman HOLIFIELD. That it would take at least a year for a

single-purpose plutonium producing plant to get back into operation
at great cost, where within a classified number of days, which are
very few in number, this plant could be shifted from maximum steam
to maximum plutonium in the time that it would take actually to in-
terchange the rods—that is all that would be involved.

Senator JACKSON. I think it is quite clear we are not dealing with
a single-purpose reactor. We do have a very substantial Government
interest involved, the production of weapons material, and this be-
comes a mixed question, here, that I think can properly be handled in
whatever amendment may be necessary to protect the interests of the
Government, the national security, and the interest of the users, the
distributors of electric power, in the region. And I do not see that
any harm will come at all if they come in here and just state out in
the open what their position is, rather than making a lot of statements
and comments that would indicate that this is a dangerous precedent
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and we are going to get into all kinds of trouble if the power is sold
from this project.
As I say, I do not want to be unreasonable about it. As far as I

am concerned, I made a proposal last year that I thought the private
utilities ought to get a fair chunk of this power.

Representative HOSMER. Will the gentleman yield?
I think Mr. Luce ant Mr. Hurd explained that because of the pool-

ing arrangement of the whole marketing area, whether or not the
private utilities were actually contracting for this power, they would
be benefited, according to his testimony, by the existence of this project.
Senator JACKSON. Well, Mr. Hosmer, I would just say in fairness to

the utilities, I am willing that there be a provision in an authorizing
statute, and by contract, so that they would be covered both ways.

Representative HOMER. Would you yield further?
Senator JACKSON. Yes.
Representative HOSMER. I think the record, to be complete, with

respect to the national defense elements of this project, shoulel con-
tain the fact that inasmuch as this would be adjacent to a plutonium
production facilitiy that would be a prime target that might also be
destroyed at the commencement of any hostilities, or incident thereto,
it has disadvantages as well as advantages.
Senator JACKSON. I would give the Soviets more credit than that.

They would not worry about the need to continue to produce pluto-
nium to win a war. I would think the first thing would be to strike
back at our means of striking at them, delivery systems. Others
better versed than any of us here have decided to remove any aircraft
facilities from Hanford, because it no longer has a high priority as a
target in the whole concept of targeting. So there is no question
about that, any more than the fact that airplane plants or such things
in the past have been prime targets. The prime targets are obviously
delivery systems. They have moved them out of there. I cannot give
you any better evidence than that. That 

is, 
the antiaircraft systems

Representative HOSMER. So if things break out, you had better rely
on the plutonium you have on beginning.
Senator JACKSON. You had better rely on your delivery systems in

being, and, of course, your weapons to go with it. You are not going
to start producing stuff again. You are going to win it with what
you have in being.

Representative HOSMER. That is my point.
Chairman HOLIFIELD. I think I should recognize Senator Hicken-

looper although Mr. Van Zandt has been trying to get recognition.
Senator HICKENLOOPER. Go ahead.
Representative VAN ZANDT. Those who advocate this proposal to

construct power-generating facilities at Hanford by contractual ar-
rangements between the two Federal agencies, AEC and Bonneville,
and the Washington Public Power Supply System, claim that this
is an entirely different proposition than last year, and will not cost
the taxpayer a cent. Is that your opinion?
Mr. LUCE. Yes.
Representative VAN ZANDT. Now, I would just like to read to you

from a letter, from the WPPSS, dated November 28, 1961,2 addressed
to the AEC and Bonneville, and I quote:
It is the desire of the WPPSS that the installation of electrical power generat-

ing facilities at NPR by a non-Federal agency shall accomplish the objectives
2 See JCAE print, p. 101.
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envisaged by the AEC and BPA in support of the legislation for Federa
l con-

struction of these facilities.

Mr. LUCE. I think what the letter meant at the time was that if

another request was to be made by the administration for Federal au-

thorization, at this session of Congress, the Public Power Supply

System did not want to be in the position of competing with that re-

quest. The date of the letter was in November, and that decision had

not yet been made by the administration.
Is that correct, Mr. Hurd?
Mr. HURD. Yes. I would just like to add this. We had in mind

particularly the power benefits to the Pacific Northwest. Now, we

are attempting to carry that out as fully as we can under this arrange-

ment, without resorting, of course, to any requests for appropriations

or any risk on the part of the taxpayer.
Representative VAN ZANDT. You cannot deny the fact, though, that

the part I read very frankly states:

* shall accomplish the objectives envisaged in support of the 
legislation

for Federal construction of these facilities.

Ni'. HUED. If I were to write that letter today, of course, I would

qualify it "to the extent possible." We would go as far as we can in

securing the same benefits and recognizing the legislative history and

the things that happened last year.
Representative VAN ZANDT. Your position has changed, then?

Mr. HURD. No, I would not say it has changed. I would just change

the wording of that to qualify it. I realize we cannot secure perhap
s

quite as good a deal for the Pacific Northwest as the arrangement
s

we proposed last year.
Chairman HOLIFIELD. Would the gentleman yield?

As a matter of fact, your objective, your main objective, is to secure

power for the use of your consumers. Is that not right?

Mr. HURD. Yes, sir.
Chairman HOLIFIELD. And you were for the Federal building of

this generating facility as long as that was being discussed, and w
hen

the Congress decided otherwise, your main objective still was to ge
t

power, and you sought a way to get that, and it involved the supply-

ing of the generating facilities, the cost of it, on the part of non-

Federal entities, rather than a Federal entity and you are still for the

objective of getting the power. Is that not right?
Mr. HURD. That is correct.
Chairman HOLIFIELD. And you are using this method. You are

now using a method which has been proposed which will give you

not as good a deal as you would have had under the other arrange-

ment, and for the reason that you are assuming additional costs, in

this way, that would not have been assumed under Federal financing.

You are going into private financing and assuming private financing

costs, and you are also accepting a load of accelerated costs of equip-

ment, and the delay that is invloved has brought up some costs of

equipment and other costs which would not have been evident at that

time.
Mr. HURD. That is correct, Mr. Holifield.
Chairman HOLIFIELD. And also a new suggestion of design, which

as brought up the capital plant investment, to wit, the installation of
the sixth loop, which will give you a higher and better grade of
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steam. We can assume that, in addition to what Was planned last
year.
Representative VAN ZANDT. Mr. Chairman, I have another ques-

tion of Mr. Luce.
Now, would the Federal Government be de facto guarantor of

WPPSS revenue bonds?
Mr. LUCE. I would say no to the question. But there is no ques-

tion that the marketing arrangements represented by this exchange
contract would be regarded as very important to any prospective pur-
chaser of these revenue bonds, so that the contract is important in
the sale of the revenue bonds. I do not think that makes us a de facto
guarantor.

Representative VAN ZANDT. I would just like to read from where
the Bonneville Power Administrator admitted the Federal Govern-
ment would in fact be the guarantor of these bonds, and I am going
to quote, now:
Under the terms of the exchange arrangements, Bonneville would take * * *

a value equal to the operating expense and amortization, interest, and so on
each year until the plant is paid for.

Senator JACKSON. That is all he said.
Mr. LUCE. That is all I said this morning. I did not use "de facto

guarantor."
Representative VAN ZANDT. That was in my question. Now, does

the WPPSS proposal provide for Federal takeover of an NPR
powerplant?
Mr. LUCE. Yes, there is an option permitting the Federal Govern-

ment to take over the plant for the unamortized portion of the bonds;
but that could be exercised only with the authorization of Congress.
Senator HICKENLOOPER. Would you repeat that again, please?
Mr. LUCE. The contract, the exchange contract, between Bonneville

and the Public Power Supply System, contains an option in the United
States to acquire the generating facilities, which would be installed
by the supply system, for a price equal to the unamortized investment
in those facilities. Thus, at the time when all the bonds were paid
out, which would be approximately 30 years from now, if the Congress
decided to do so, it could take this plant over without cost to the
Government.
Chairman HOLIFIELD. But this is permissive?
Mr. LUCE. It is permissive.
Chairman HOLIFIELD. And you have testified before that before

any such action would be taken, you would come to the Congress for
permission to do so?
Mr. LUCE. Bonneville would have no authority to do this, so we

would have no authority to exercise this option.
Senator JACKSON. Your contract states you would come to Congress?
Representative VAN ZANDT. Now, Mr. Luce, as I understand it, the

BPA may terminate if it determines that "continuation of this agree-
ment could no longer be economically justified." They could termi-
nate, could they not?
Mr. LUCE. Prior to the commencement of commercial operations

yes.
Representative VAN ZANDT. If they terminate, who pays off the

$130 million bonds of WPPSS?
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Mr. LUCE. Presumably, if this happened prior to the commence-
ment of commercial operations, that amount of investment would not
have been incurred.
What that section is in there for, Mr. Van Zandt, is the possibility

that the Government might decide not to complete the NPR; or you
might have a disarmament agreement of an international character
t hat would result in a decision not to complete that plant. Now, in
that event, the Government would be obligated under this contract
to take over what moneys had been spent toward building these gen-
erating facilities.

Representative VAN ZANDT. In other words, then, the Congress
would get a request to appropriate funds.
Mr. LUCE. That is correct; and this is one of the reasons that we

took this contract to the Appropriations Committees and told them we
did not intend to enter into it if they objected.
Representative VAN ZANDT. Now, suppose that this project proves

economically unjustified. Who is going to pay the bill? Will it be
the Government, or the Bonneville Power Authority?
Mr. LUCE. It will be the consumers who buy power from the Bonne-

ville Power Administration. I do not agree that it will prove eco-
nomically unjustified, but if it did, the consumers that are on the
Bonneville system would have to take a rate increase that otherwise
would not be necessary.

Representative VAN ZANDT. I am not saying that your answer is
wrong. I am not challenging it, but I am just afraid that the Con-
gress would get a request. In other words, the Government would
be called upon to bail out BPA and WPPSS. Now, would this be
the first BPA steamplant?
Mr. LUCE. It is not a BPA steamplant. If you are asking: Would

this be the first time that Bonneville acquired steam-produced power,
I think so. As I mentioned earlier, the private utilities had recom-
mended in a brownout situation that we acquire steam-produced power
back in 1952 or 1953, but we did not do it.

Representative VAN ZANDT. Now, if we establish a precedent here
of BPA going into this field, can we expect that other steamplants
will become part of the BPA system?
Mr. LUCE. This steamplant is not part of the BPA system. So the

answer to your question is "No." We cannot expect that.
Representative VAN ZANDT. You are buying this steam from the

Government?
Mr. LUCE. No, we do not buy the steam from the Government. We

exchange Boneville hydrogenerated power for the output of this steam
generation.

Representative VAN ZANDT. That is right. You are very technical
about it, and I am trying to get at the substance in my questions.
Have you any experience, that is, the BPA, in the construction of

generators operating with this kind of low pressure wet steam?
Mr. LUCE. No, we have not. And for that reason I had the de-

signs and cost estimates for these turbines and generators inde-
pendently ,checked by experts who have had a lot of experience.

Representative HOSMER. Apparently the Burns & Roe Co. is named
in the contract as being required to do all the work here. Was that at
the Government's suggestion?
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Mr. LUCE. The Burns & Roe Consulting Engineers have done this
work for the AEC, or had done some of this work for AEC, and so
they were employed by the Washington Public Power Supply System.

Representative HOSMER. Why was it put in the contract that they
had to do the work?
Mr. LUCE. Well, this contract has not yet been signed; and if the

Public Power Supply System could not enter into a satisfactory con-
tract with Burns & Roe, and had to turn to some other firm of con-
sulting engineers, another name would be _put in there, Mr. Hosmer.

Representative HOSMER. Why does the Government want Burns &
Roe in there?
Mr. LUCE. The Government does not particularly want anybody.
Representative HOSMER. Then why was it specified in the contract?

WPPSS, if they wanted them, could go ahead and hire them, anyway.
Mr. LUCE. This is not a Government project. We are not going to

tell WPPSS, if they employ satisfactory and capable consulting
engineers—we are not going to say we like this firm better than the
firm you like. If they are both capable, that is up to them.
Senator JACKSON. Could I clarify one thing, not to interrupt, but

just to say this: Burns & Roe was hired, I believe, by General Electric
several years ago to do the design work out there, and have been in
there, including the convertible features. That may throw light on
it. But that dates back to I think 1958, 1959, and 1960. Am I cor-
rect in that?
I just thought it would be helpful in explaining.
Representative HOSMER. I was just wondering why it was in there,

and at whose insistence.
Senator JACKSON. They are a world famous organization. I do

not know. They were hired by the Commission, who approved it back
in 1959 and 1960.

Representative HOSMER. I have nothing against them.
Mr. HUED. Burns & Roe were assigned the responsibility for the

heat dissipation system of the NPR, and all of its ramifications with
respect to the studies made on power generation, so they have been
engaged for a number of years in intensive engineering studies on
this particular project.
The construction schedules that we propose here will require im-

mediate work in preparing plans and specifications and going out
for bids. We felt that in view of all the circumstances surrounding
this thing, it would be to our best interests to name Burns & Roe as
design engineers.

Representative HOSMER. You are the contracting authority. You
can contract with Burns & Roe without being required by this agree-
ment to do • so. That is what leads me to believe 
Mr. HUED. We think it is so obvious that they are the logical ones

to be selected. We have already entered into tentative arrangements
with them.
Representative HOSMER. If the Government signs this contract with

that name in there, it indicates to me that actually WPPSS is acing
as the agent of Bonneville, who is the principal, ae facto.
Mr. LUCE. No. The name of Burns & Roe was put in the contract

not at Bonneville's suggestion, but that of the Washington Public
Power Supply System.
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Representative HOSMER. But they are the ones that are going to do
the contracting. They do not have to have it in the contract to go
out and hire them.
Mr. LUCE. Well, we are interested to this extent, Mr. Hosmer, that

we want to be sure that competent engineers do the job.
Representative HOSMER. You are worried about getting your money

back out of those kilowatts?
Mr. LUCE. I am worried about the financial results of Bonneville.

I am very concerned about them, and we want to make them succeed.
Representative HOSMER. And you are going out on a limb here,

or will?
Mr. LUCE. No; we are not going out on a limb. We are being very

conservative.
Chairman HOLIFIELD. It seems to me the WPPSS are spending

their own money, and as a matter of notification to you indicate they
want to use one of the most famous companies in the country to do
this kind of work. It would add an additional degree of confidence
to the Bonneville people in knowing that the people who have been
working in this for years are going to continue and bring it to frui-
tion. And certainly, as you say, it is no requirement of Bonneville;
but if the Washington Supply System is spending their own money,
they have a right to either designate or not designate who they are
going to use. They are not spending Government money.
Senator HICKENLOOPER. Mr. Chairman, I do not quite agree with

that philosophy. I have nothing against Burns & Roe, and I have
no doubt but what they are a highly competent and capable outfit;
but I certainly cannot see the justification for writing in a specific
contractor in this contract to which a Government agency is a party.
I think if the Washington Public Power group wants to hire Burns
& Roe or Joe Doaks' outfit, that is up to them, and their responsi-
bility. But when a Government agency enters into a contract which
has a specification of a particular group to do this work, I think we
are going a little bit far in preferential treatment of certain outfits,
and I do not think it is a wise provision to write into a contract in
which the Government is responsible. If the Washington Public
Power wants to do this, that is their business, and I would not at-
tempt at this time to quarrel with their discretion or their responsi-
bility. But I think it has no place in this contract to specify a par-
ticular outfit to handle this deal.

Representative HOSMER. Will the gentleman yield?
I think it does if WPPSS is in fact an agent of Bonneville.
Senator HICKENLOOPER. Well, I am not sure about that, Craig. It

is just a matter of basic principle on this thing. If, as I understand
it, the responsibility for this operation is on the Washington Public
Power System, then the responsibility is on them to get competent
people. And I do not think that the Government agency, such as
the Bonneville Power Administration, should join in a contract which
specifies that some particular private outfit shall do this. That is up
to the Washington Power Co.

Representative HOSMER. That is right, because if the Government
is in fact a principal, the laws are applicable as to selection of these
engineering contractors anyway.

Senator JACKSON. Would the gentleman agree—and I might be in
complete agreement with him on the naming of the company, that
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at least it would be 'proper to say, or to recite in the contract, we will
say, in lieu of the company, that a responsible and qualified firm shall
handle this part of it?
Senator HICKENLOOPER. I do not think there is any question but

what that would be an essential part of any contract; but the respon-
sibility has to rest where the responsibility it.
If Bonneville is contracting with the Washington Public Power

group on purely a purchase contract basis of that kind, I do not
think Bonneville has any business putting its name to a contract that
specifies that this company or that company or any other private
company is going to do the work for the people with whom you are
contracting.
If the responsibility is on the people with whom you are contracting

to see that a proper and efficient professional job is done, and who-
ever they hire would be their responsibility, I do not think it has any
part in this contract in which Bonneville is a part.
Representative HOSNIER. I would agree with Senator Jackson on

that, because it would be the utmost prudence of the Government to
assure the guarantee it assumes.

Senator HICKENLOOPER. That would be a perfectly good part of the
contract that Bonneville would enter, I think, to hold the other con-
tracting party to the use of a responsible standard of professional
competence in this operation; but not name a company.
Mr. LUCE. Burns and Roe were not employed at Bonneville's sug-

gestion, but that of the WPPSS.
Chairman HOLIFIELD. Would there be any objection to taking Mr.

Burns' and Mr. Roe's names out of the contract, and putting a non-
identifying clause such as "a responsible and competent' 
Mr. Hum. None whatsoever. We were simply leaning over back-

wards to assure there would be competence in this area.
Senator HICKENLOOPER. Just let me be clear and utterly clear. I

have no criticism of Burns & Roe. That is not the point. It is a ques-
tion of the propriety of a Government agency entering into another
contract in which a certain, specified designated contractor is frozen
into that contract.
I think the responsibility has to rest with the Washington Public

Power System if it is a separate operation, and if Bonneville is not a
basic party to this contract.
I have some questions I want to ask on that as soon as Mr. Van Zandt

is through.
Representative VAN ZANDT. Just one more question.
Mr. Luce since we had mentioned the attitude of the private utili-

ties in the Northwest, have they taken a position for or against this
proposal?
Mr. LUCE. Last year, at the time that the Federal construction of

these generating facilities at Hanford was under consideration by
the Congress, the private utilities in the Pacific Northwest remained
neutral on the question. From conversations that I have had with the
president of one of the companies within the last 2 weeks, I know
that they have been reexamining their attitude toward the Hanford
proposal.
This president told me that if his company were going to publicly

oppose the Hanford project, he would first tell me, as a matter of
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courtesy, so that I would know and could answer such questions as you
have just asked, Mr. Van Zandt. He has not told me.

Representative VAN ZANDT. In other words, then, you do not know
the position of the private utilities in the Northwest at this time?
Mr. LUCE. I, personally? No, they have not told me personally that

they oppose this project.
Representative VAN ZANDT. That is all. Thank you, Mr. Chair-

man.
Chairman HOLIFIELD. Senator Hickenlooper ?
Senator HICKENLOOPER. These questions may have been covered in

my absence. I do not know. But I would like to ask either Mr. Luce
or Mr. Hurd about this bond issue.
Who executes these bonds? What is the signatory authority on

the bonds?
Mr. HURD. The bonds will be issued in the name of the Washington

Public Power Supply System, a municipal corporation of the State
of Washington.

Senator HICKENLOOPER. And they will be the sole signers of the
bonds?
Mr. HUED. Yes, sir.
Senator HICKENLOOPER. The sole executors. Bonneville Power will

not join in the issuance of these bonds in any way, shape, or form?
Mr. HURD. That is correct.
Senator HICKENLOOPER. Will anybody else, except the Washington

public service group, WPPSS, be a party to the issuance of these
bonds?
Mr. HURD. Only the parties to the contracts that are executed and

are referred to in the bond resolution which is passed by the supply
system.

Senator HICKENLOOPER. In the contracts which are referred to in
these bonds, and the basic documents that enter into the terms of these
bonds, in the contracts, which the WPPSS enters into with the pur-
chasers, will there be any terms of any kind in these contracts between
WPPSS, the Bonneville Power Authority, or any other purchasers
of electricity which in any way places any legal responsibility upon
the purchasers as guarantors upon the payment of these bonds?
Mr. HURL). The contracts are for the purpose of obtaining security

for the bonds.
Chairman HOLIFIELD. Could I try to be helpful, here, for just a

minute?
I am not sure whether this testimony was given before you arrived

or not, Senator; but in answer to a question of some member, it was
testified that any public body or any private body that wished to
participate in this power would sign a contract with the WPPSS, and
they would assume their pro rata part of the bond indebtedness in
this contract of purchase. Is that right?
Mr. HURD. That is correct.
Senator HICKENLOOPER. Therefore the purchasers of this power

would be assuming a direct obligation under certain contingencies for
the payment of these bonds. Is that correct?
Mr. HITRD. That is correct.
Senator HICKENLOOPER. Then Bonneville would become a guaran-

+nv to a certain extent under this bond issue. Is that right?
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Mr. HUED. No. Remember, the contract for payment is between
WPPSS and the participants.
Senator HICKENLOOPER. The purchasers?
Mr. HURD. Yes, the purchasers.
Senator HICKENLOOPER. Now, what contracts are you talking about?

The contract on the bond, or the contract for the purchase of elec-
tricity?
Mr. HURD. We are talking about the exchange agreement in which

the participants agree to pay WPPSS certain sums of money.
Senator HICKENLOOPER. In return for a certain specified amount

of kilowatts?
Mr. HURD. In return for the benefits received by the terms of this

exchange agreement.
Senator HICKENLOOPER. When you say "benefits," do you mean

kilowatts?
Mr. HURD. That is right; power delivered as a result of their ex-

change with Bonneville of the output of the project for firm power
delivered.
Senator HICKENLOOPER. All right. Let us simplify this a little bit

for me, anyway.
WPPSS proposes to build this plant, or this generating facility.

Is that correct?
Mr. HUED. That is correct.
Senator HICKENLOOPER. In order get the money to build the facility,

WPPSS proposes to issue bonds for sale to the public, or whoever
will buy them. Is that correct?
Mr. HUED. Yes, to the participants mentioned in the exchange

agreements.
Senator HICKENLOOPER. No. I am talking about the bonds.
Senator JACKSON. Senator Hickenlooper is asking about the floating

of the bonds; not the relationship between WPPSS and its customers.
Mr. HUED. These are bonds issued by the Supply System.
Senator HICKENLOOPER. That is the WPPSS. It issues the bonds.

It agrees to pay the purchasers of the bonds X amount of dollars, plus
interest, periodically, when the bonds come due, to pay them off to the
purchaser. Is that correct?
Mr. HUED. Correct.
Senator HICKENLOOPER. Now suppose those bonds go sour, let us

say—I am not assuming that they will, necessarily, but it is only the
contingency that those bonds become weak, and the holders of the
bonds believe it necessary to foreclose or take any other legal action
which may be open to them under the terms of the bonds. Whom do
they sue? Whom do they proceed against?
Mr. Hump. They would proceed against the Supply System.
Senator HICKENLOOPER. That is the WPPSS?
Mr. HUED. Yes, sir.
Senator HICKENLOOPER. Now, is there anything in these bonds,

any legal term or condition in these bonds, that would permit a holder
to proceed not only against the WPPSS but also against the Bonne-
ville system or against any other purchasers of power or contractors
with the WPPSS for this power, or for the exchange?
Mr. HURD. It is my opinion that we would be the sole one that they

would sue.
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Chairman HOLIFIELD. I might add two points to your question.
Would the Senator yield?
Senator HICKENLOOPER. Yes.
Chairman HOLIFIELD. I think the question, Mr. Hurd, was: In-

cluded any purchasers of power from the WPPSS, and my under-
standing on previous testimony was that there were approximately
16 distributing groups now in the WPPSS. Is that right?
Mr. HURD. That is right.
Chairman HOLIFIELD. And if the WPPSS allocates any of this

power, for which they have credit with Bonneville, to a private utility
or to another public body, that private utility or that public body
assumes its share of the bond indebtedness in their contract with
you; and, therefore, as part of Senator Hickenlooper's question, which
had in it any other purchasers from WPPSS, as I understand it, if
they signed a contract with you for power, my understanding was
that their credit was also added to the 16 members as surety for the
bonds.
Now, did I understand that right?
Mr. ilURD. That is correct. The participants, the signatories to this

exchange agreement, would be responsible.
Senator HICKENLOOPER. Well, now, Mr. Chairman, if I may respect-

fully suggest, if I have the right to examine this witness, I may pur-
sue my questions now to try to develop for my own faulty under-
standing of this situation the legal situation which either might arise
or could arise under this proceeding, and I would appreciate it if the
witnesses can give their own answers, rather than have commit-
tee members put the answers in their mouths or put the committee
interpretation of what they have answered heretofore. I would just
like to pursue this now for the record, here.
We will start again.

The bond issue is signed solely and exclusively by WPPSS in its
agreement with the purchasers who put up the money and buy the
bonds. Is that correct?
Mr. HURD. That is correct.
Senator HICKENLOOPER. Manifestly, a purchaser such as Bonne-

ville, or a privately owned utility, which contracts with WPPSS for
the purchase of power, is obligated to pay for that power within the
limits of its purchase. Is that not correct?
Mr. HURD. Only the participants are purchasing the output.
Senator HICKENLOOPER. I understand.
Mr. HUED. And to the extent that they agree to make payments

by reason of executing this agreement, they are responsible for it.
Senator HICKENLOOPER. Certainly; and that is what I was re-

ferring to.
Mr. HURD. Bonneville's responsibility has to do-
Senator HICKENLOOPER. But the people who receive this power from

WPPSS outside of your distributing system, such as Bonneville
and others-
Mr. HTJRD. Maybe Mr Luce can explain Bonneville's responsibility

and obligations with regard to the bonds.
Senator HICKENLOOPER. Well, we will hope to get around to that

in a minute.
Bonneville gets some electricity out of this plant, does it not?
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Mr. HURD. They are exchanging power with the participants.
Senator HICKENLOOPER. Let us leave the exchange business out.

Electricity is supplied to Bonneville from this plant under the present
contemplation. Is that not correct?
Mr. HURD. You cannot leave it out, because this is an exchange

agreement.
Senator HICKENLOOPER. And the next step is: Bonneville also ex-

changes power back into your system. Is that not correct? In an
exchange operation?
Mr. 'iltrup. The exchange is an arrangement between the partici-

pants and Bonneville.
Senator HICKENLOOPER. That is right. Therefore, there is an ob-

ligation between Bonneville and the WPPSS which has some value
of some kind. If Bonneville does not perform—suppose Bonneville
gets the electricity out of this system and does not exchange it back—
Bonneville is obligated either to exchange or pay. Is that not correct?
Mr. Hum. They are obligated to fulfill their part of the agreement,

which is that, in recognition of the receipt of the output of the NPR,
they agree to deliver to the participants firm power.

Senator HICKENLOOPER. So that the power is fed in from this pro-
duction plant that is proposed, which you propose to build. The
power is fed into Bonneville, and Bonneville feeds back to you. Is
that right?
Mr. HURD. It feeds back to the participants.
Senator JACKSON. Why do you not say "customers"?
Mr. HURD. The utilities becoming a party to this exchange agree-

ment. Utilities that become a party to this exchange agreement, we
have referred to as participants in this exchange agreement.
Senator HICKENLOOPER. Do you get any power back from Bonne-

ville for distribution through your system?
Mr. Hump. We are an agency that is in the wholesale business, and

we have no retail customers or industrial customers. Our customers
are the utilities which we have contracted with. We are not a retail
agency.
Senator HICKENLOOPER. I understand but you dispose of electricity,.

do you not?
Mr. HURD. We propose to under this exchange agreement.
Senator HICKENLOOPER. *hat do you do now, just keep books? I

mean, how do you operate?
Mr. HURD. We have undertaken one project recently by the sale of

bonds, and the entering into agreements with utility purchasers in a
manner very similar to what we anticipate doing here. And we were
successful in selling those bonds at an attractive rate.
Senator HICKENLOOPER. Do you undertake to supply or insure thesupply of electricity to any distributors wholesalers, or otherwise?
Mr. HUrRD. Our function is to undertake the construction, opera-tion, and arrangements for power supply to meet the requirements ofour members and others. We are a wholesale power agency.
Senator HICKENLOOPER. And you construct facilities for the delivery

of that power • is that correct?
Mr. HURD. 

power;

Senator HICKENLOOPER. Do you bill the customers for that power?
Or do the customers pay directly to Bonneville or to others?



HANFORD NEW PRODUCTION REACTOR 77

Mr. HURD. They will pay directly to us.
Senator HICKENLOOPER. Therefore you arrange for the securing of

that power. You collect for it. Then you settle with Bonneville. Is
that correct?
Mr. HURD. No; the payment is made by the participating utilities

directly to us. And in consideration for that payment, they get the
benefits that accrue from the delivery of power.
Senator HICKENLOOPER. What do you do with the money that you

get?
Mr. HURD. We pay our operating costs and the debt service on the

bonds that we have issued to build the project. We make no profit
on this whatsoever.
Senator HICKENLOOPER. Do you pay any money to Bonneville?
Mr. HURD. No; we would have no reason to pay Bonneville.
Senator HICKENLOOPER. Who pays for the electricity, and where do

they pay it?
Mr. HURD. The contracting utilities.
Senator HICKENLOOPER. And they pay directly to Bonneville?
Mr. HURD. No.
Senator HICKENLOOPER. Well, where does this money go? It goes

into your hands, and then how does Bonneville get paid?
Mr. HURD. We have our obligations to retire the bonds, of course,

as you mentioned, and we have to pay the operating costs of the power-
plant. We have to pay lease payments to AEC. And we will have
to pay for this waste heat, this heat that would otherwise be wasted.
We will have to pay for that. Those are some of the obligations.
And in order to get the funds to do that, we enter into contracts with
these utilities.
Senator HICKENLOOPER. Let us start back up again at the start of

the road, here.
This distributing company out here distributes electricity to users.

Where does it get that electricity?
Mr. HURD. Are you referring to the utilities?
Senator HICKENLOOPER. I am talking to any utility that puts juice

in the line and lights electric lights out there m the town. Where do
they get it?
Mr. HURD. In Pacific Northwest—the major power supplier has

been the Bonneville Power Administration, both for public agencies
and the private utilities.
Senator HICKENLOOPER. Excuse me?
Mr. HURD. I say that in the Pacific Northwest, Bonneville has sup-

plied both private and public utilities with power. Private utility
companies have entered into arrangements with public utility dis-
tricts to construct plants for power supply. There has been quite
a variety of arrangements in the Northwest for utilities to obtain the
energy to supply their customers.

Senator HICKENLOOPER. You are a public power company organ-
ized under the laws of the State of Washington, are you not?
Mr. Hum). Yes, sir.
Senator HICKENLOOPER. Now, you said a minute ago that power is

delivered to customers, some customers, at least, through your agency,
for which you collect money. Now, I am trying to find out who gets
paid, and how, for the power as it comes off the bus bar. I mean
do you pay the people who produce the electricity, whether it is

86517-62-6
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Bonneville or somebody else? Do you pay them with the money
that you get from the customers that you supply, or the wholesalers
that you supply? Or do they pay directly to the people that run
the producing plant?
Mr. HURD. We are the ones that would be running the producing

plant.
Senator HICKENLOOPER. I am not talking about what you would be

doing; but what do you do now g How do you operate now?
Mr. HU-RD. Our organization was formed in 1957 for the purpose

of meeting the needs, or undertaking projects which would meet the
needs, power requirements, of our members. We have investigated
a number of different sources of power. Recently we have undertaken
the construction of a small hydroelectric plant, which will be the
first plant that this organization has ever undertaken. In those ar-
rangements we have contracted the output of that project to certain
of our members, and they will pay us for the power an amount which
represents the cost of producing it. We will pay off the bonds, and
thereby they get the power and the bond people get their money.
Senator HICKENLOOPER. I understand that. Let us leave that out.
Do you, as the Washington Public Power Supply System, what-

ever that means—do you now, leaving out this plant that you are
talking about—do you now acquire electricity or the responsibility
for electricity from any source?
Mr. HURD. No, sir. Since we are not a retail utility and do not

have 
SenatorHICKENLOOPER. Are you a wholesale utility?
Mr. HUED. Yes, sir.
Senator HICKENLOOPER. Then you are a sale utility. You sell it.

Is that correct?
Mr. HURD. That is correct.
Senator HICKENLOOPER. You sell power?
Mr. Hu-RD. For projects which we have undertaken and are respon-

sible for.
Senator HICKENLOOPER. That is right. Where do you get that

power? You have got to get it from some place, if you sell it. 
iMr. HURD. We build projects. And that s what we are trying to

do here
' 

and are having quite a bit of difficulty.
Senator HICKENLOOPER. Well, have you been selling any power?
Mr. HURD. Not recently.
Chairman HOLIF1ELD. At the risk of incurring the Senator's dis-

pleasure, may I ask him to yield?
Senator HICKENLOOPER. Well, somebody better do something, here.

I belong to the organization that has certain initials which I will
not repeat now.
Chairman HOLIF1ELD. I may be confused now, but let me try to ex-

plain my understanding of the situation.
The Washington Public Power Supply System is a municipal or-

ganization under the laws of Washington, and it has as its members
at this time 16 public utility distributing systems. Is that right?
Mr. HURD. That is correct.
Chairman HOLIFIELD. I am going to check on this as I go.
Now, you are building a plant at this time which we are going to

leave out of the discussion from now on. You are now building a
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plant at this time, under which you will distribute this power, with-
out profit, to the 16 members that comprise your incorporation.
Mr. HURD. And other utilities.
Chairman HOLIFIELD. And others anyone that wants to buy it.
Representative HOSMER. Will the gentleman yield?
Chairman HOLIFIELD. No not at this time. Let me proceed, if I

can. I will try to keep my lines straight for a minute, here.
You are now planning or proposing to bond yourself to build the

generating facilities at the Hanford reactor to take the steam from
the Hanford reactor and pay the AEC for that steam, at a schedule
which has already been introduced into the record.
Mr. HURD. That is correct.
Chairman HOLIFIELD. Now, at that point, you have kilowatts com-

ing out of your generating facility, and you transfer that to the Bonne-
ville system. Is that right? The electricity from your generating
facilities goes into the Bonneville grid?
Mr. Hum. Physically, yes.

about.
CHAIRMAN HOLIFIELD. Physically. That is what I am talking

about.
The Bonneville grid does not pay you in dollars for it, but you have

a credit for kilowatts as it goes in.
Mr. HURD. That is correct.
Chairman HOLIFIELD. Now, the Bonneville grid then makes that

available to your supply system, to the members of your supply
system. Is that right?
Mr. HURD. And other buyers.
Chairman HOLIFIELD. And other buyers. Any private group or

any municipal group that wants to come in and buy firm power comes
into Bonneville, and if it does come out of your credit allowance with
Bonneville, they pay you for it.
Mr. HURD. The utilities pay us.
Chairman HOLIFIELD. The utilities pay you for this power which

has been transferred in the exchange to your system group or to
any other buyers in your group. You take that money and use it to
amortize this $131 million plant and pay your operation and mainte-
nance cost of operating that plant. Is that right?
Mr. HURD. Yes, sir.
Chairman HOLIFIELD. Now, I think I am at the end of my rope.
Senator DWORSHAK. Will you yield for a question?
Chairman HOLIFIELD. Yes but first I want to ask Senator Hicken-

looper if he follows this the way I have asked the questions: that there
is no dollar exchange between WPPSS and Bonneville, but there is a
credit for kilowatts.
Senator HICKENLOOPER. Did you ever go hunting in the spring in

the quail country and see an old mother quail with a whole flock of
about 8 or 10 of them in the stubble field when they just all go in
every direction, and then try to follow all of them? I am just in
that situation.
Chairman HOLIFIELD. Then I will yield.
Senator DWORSHAK. I can follow you very well, except that I have

not heard whether this power group will pay Bonneville Power for
transmitting the power over the BPA lines.
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Will it?
Chairman HOLIFIELD. Mr. Luce, I am not going to try to answer

that. I think I know, but you go ahead.
Mr. LUCE. To whom is the question addressed? I would be glad

to try to answer it.
Senator DWORSHAK. To you, I presume. You are representing

BPA?
Mr. LUCE. Yes, sir.
Senator HICKENLOOPER. Well, now, up to that point, I followed you.
With Bonneville you have an exchange operation, but I am again

confused as to the money that you get from eventual users from
Bonneville that is paid directly to you.
As I understand it, you propose that all of the power generated or

to be generated in this proposed plant be turned over to Bonneville,
and put into their grid, or put at the disposal of Bonneville.
Mr. HURD. The utilities purchasing it exchange it to Bonneville for

firm power.
Senator HICKENLOOPER. Whom do you deal with? Do you deal

with the utilities or do you deal with Bonneville?
Mr. HURD. We deal with both Bonneville and the utilities. Each

have their own responsibilities with regard to this contract.
Senator HICKENLOOPER. Well, you have wire that run out from this

plant. Where do those wires go? Do they go to Bonneville?
Mr. HURD. To the Bonneville grid system.
Senator HICKENLOOPER. So the electricity produced out of this plant

goes to the Bonneville grid system?
Mr. HURD. Yes.
Senator HICKENLOOPER. And then Bonneville undertakes the dis-

tribution of this, or the sale of it to public bodies or to private utilities
or whatever they distribute to. Is that correct?
I am just trying to get this confused mess straightened out. At

least to me it is a confused mess.
Mr. HURD. These are all customers of Bonneville, that we intend

to enter into-
Senator HICKENLOOPER. Do you propose under this contract to wheel

any of that electricity from this plant to the direct users or whole-
salers other than Bonneville, except as it goes indirectly through
Bonneville?
Mr. HURD. That is the point, I think, Mr. Hickenlooper. It goes

through Bonneville and arrives at the utilities in a form that they can
use it. It has to be firm power. It has to be delivered at their points-
of delivery.
Senator HICKENLOOPER. After you deliver it to Bonneville, or when

it goes to Bonneville, then do you have any authority over the people
to whom Bonneville distributes this power?
Mr. HuRD. Only to the extent that they are obligated to make pay-

ments for the power received.
Senator HICKENLOOPER. Who is obligated to make payments?
Mr. HURD. The utilities.
Senator HICKENLOOPER. The utilities. Now, whom do the utilities

pay the money to? Do they pay it to Bonneville, or pay it to you?
Mr. HURD. As I have said before, they pay it to us.
Senator HICKENLOOPER. Bonneville receives no money from the

utilities?
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Mr. HURD. That is correct.
Senator HICKENLOOPER. The utilities pay it to you?
Mr. HURD. That is correct.
Senator HICKENLOOPER. Well, then, Bonneville is also obligated to

feed electricity back in to you, if you need it. Is that correct? Into
your WPPSS ?
Mr. HURD. We have no need for that power, because we have no

customers other than those we are contracting with in these utility
arrangements.
Senator HICKENLOOPER. If you have no need for power, what do

you want to build this plant for?
Mr. HURD. In the interest of the people that we are contracting

with.
Senator HICKENLOOPER. You mean they need power, and you do

not?
Mr. HURD. No more than Bonneville needs power. Bonneville does

not itself need power. It is only serving the utilities which are cus-
tomers of Bonneville.
I do not know what Bonneville itself as an organization would do

with the output of all of these dams; but the utilities they serve have
a real need for such power.
Senator HICKENLOOPER. Well, when we say you do not need power,

and Bonneville does not need power, I can understand from the techni-
cal standpoint what you are saying. Bonneville does not manufacture
anything. They do not turn the switches on and turn wheels. They
supply power to others that need it. When you say you do not need
power, or Bonneville does not need power, do you mean you have suffi-
cient power in the Pacific Northwest to answer all the demands?
Mr. HURD. No. I defer to Mr. Luce.
Chairman HOLIFIELD. Could I interrupt for one moment?
Senator, the second bell just rang in the House for a rollcall. It is

12:30. I am going to ask that we come back at 2 o'clock.
The committee is adjourned until 2 o'clock.
(Whereupon, at 12:30 p.m., the committee was recessed, to recon-

vene at 2 p.m., the same day.)

AFTER RECESS

( The committee reconvened at 2 p.m., Hon. Chet Holifield, chair-
man of the committee, presiding.)
Chairman HOLIFIELD. The committee will be in order.
We will resume the hearings on the contractual arrangements.
Mr. Hosmer ?
Representative HOSMER. I would like to follow on with a couple of

questions on the testimony just previous to the end of the morning's
session.
Mr. Hurd, would you tell us for the record how the number of

kilowatts that Bonneville receives is determined, and how the number
of kilowatts that Bonneville gives or exchanges to the participants is
calculated?
Mr. HURD. The amount of power that Bonnevil `e01114 . re-

sult of these exchange arrangements will be the o I of the N • •
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Representative HOSMER. Whatever it may be?
Mr. HURD. Whatever it may be.
Representative HOSMER. That could be up to 800,000 kilowatts, if

everything works well. Is that right?
Mr. HURD. That is right.
Representative HOSMER. If everything does not work well, it could

be down to 1 kilowatt?
Mr. HURD. It could be any amount that you want to speculate on.
Our estimates have been made on the results of studies made by the

General Electric Co. and the Atomic Energy Commission and the
Federal Power Commission and others; it would be expected that
during the dual purpose time the plant would operate at its rated
capacity for as I recall about 85 percent of the time.
Representative HOSMER. Now tell us how the amount of electricity

that goes to the participants from Bonneville is determined.
Mr. HURD. The amount that the participating utilities will receive

from Bonneville as a result of this exchange arrangement will be an
amount of firm power which, when computed at Bonneville's rate
schedules, now or in the future, will equal the utilities' allocations of
the project's annual costs.

Representative HOSMER. What are those annual costs that each of
the utilities will have to bear?
Mr. HURD. Collectively, they will aggregate the total debt service

requirements and operation and maintenance costs of the NPR power
facilities. The individual utilities' amount will be that amount which
they have agreed 

to, 
expressed as a percent of the project annual cost.

Representative -WTESTLAND. Will the gentleman yield there?
Representative HOSMER. Let me ask one further question.
In the operation and maintenance charges, are the rentals for land

included?
Mr. HURD. Yes

' 
sir.

Representative HOSMER. $1,000 for the first year, plus $10 for the
other years?
Mr. HURD. Yes sir.
Representative Hosru. In the operation and maintenance charges,

are the payments for B.t.u.'s included, according to the schedule?
Mr. HURD. Yes; the amount agreed upon in the schedule for the

payment of waste heat.
Representative HOSMER. So all of the cost of whatsoever nature

that the participating companies incur is paid by the receipt of
electricity which is converted into cash by the sale of the electricity?
Mr. HURD. That is right.
Representative HOSMER. The utilities participating, then, assume no

risk with respect to either operation and maintenance or the debt
service do they?
Mr. HURD. They are obligated to pay a percentage of it, whatever

it may be.
Representative HOSMER. I understand that, but they are sure of

being able to pay it, because they are going to receive the electricity
that they can sell to make the payments.
Mr. HURD. Yes. As long as they have a need and can use this

power, and it is delivered by Bonneville in accordance with their
commitments, they will be able to justify their costs.
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Representative HOSMER. Now, if it is not delivered by Bonneville,
they have a cause of action in damages against Bonneville for breach
of contract?
Mr. HURD. I would defer that to Mr. Luce.
Mr. LUCE. I would say the answer is "Yes."
Representative HOSMER. So as a matter of fact the utilities are not

operating this as their own enterprise, but in effect operating as an
agent of the Bonneville Power Administration. Is that right ?
Mr. Hum Well, from a legal standpoint, I would hesitate to at-

tempt an answer, but from the practical business standpoint, WPPSS
will be owning and operating this project. The participating utili-
ties will be purchasing its output from WPPSS, and they will be ex-
changing it to Bonneville for firm power.

Representative HOSMER. Are you a lawyer?
Mr. HURD. No, sir.
Representative HOSMER. Well, Mr. Luce is a lawyer, and here, again,

he has one of those wonderful opportunities to answer a question just
the way he wants to.
Let us get your thoughts down on the record, Mr. Luce.
Mr. LucE. Would you repeat the question?
Representative HOSMER. It is the same question I asked you thi:-

morning : Is not this, in fact, an agency arrangement whereby the
Bonneville Power Administration is the principal?
Mr. LUCE. No; I would say neither in fact nor in law is this an

agency arrangement.
Representative HOSMER. Let us find out what happens with respect

to the amount of the bonds.
We have heard the figure $130 million. Is that an estimate?
Mr. LUCE. Yes. Of course, any prediction of what it will cost to

build an electric generating station is an estimate until the plant i,
actually constructed.

Representative HOSMER. And if that cost escalates, the amount of
electricity you have to furnish these people escalates proportionately,
does it not?
Mr. LUCE. Yes, that is correct; and vice versa, if the cost estimates

happen to 139 too high, the amount of electricity we would have to
deliver would be reduced.
Representative HOSMER. And therefore Bonneville is actually as-

suming the risks of escalation.
Mr. LUCE. We would be affected by the costs that went into the

construction of the plant, because our obligation to deliver power to
the participating utilities is measured by their share of the cost. And,
of course, if the costs increase, our obligation to deliver power would
increase, and vice versa.

Representative HOSMER. Now, an escalation in cost would affect
the participating utilities to the extent that they would market a little
more of the power they received under this exchange and have a little
larger check from the proceeds.
Mr. LUCE. That would depend. Of course, if the escalation were

great enough—which we do not think it would be—but if it were great
enough, and the participating utility's share of expenses exceeded
their requirements from Bonneville, then the participating utility ha,
to pick up the difference, so there is some risk on these participating
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Representative HOSMER. Will you explain that again?
Mr. LUCE. Well, all that the Bonneville Power Administra-

tion agrees to do is to make available by way of exchange a certain
amount of power to the 16 or more participating utilities.

Representative HOSMER. So if the debt repayment goes up they get
more electricity to pay for it.
Mr. LUCE. Yes. And my point was this: that if a participating

utility has contracted to take such a large a fraction of the output of
this Hanford plant, that the amount of electricity that we delivered
to it would exceed its requirements, then the participating utiliy has
to pick up the difference. Bonneville has no dollar obligation in this.

Representative HOSMER. However, you have assured us that there
is a need and requirement for all of this firm power in the Pacific
Northwest, so that there is no practical likelihood of anything of that
nature occurring.
Mr. LUCE. That is correct. We are just talking about hypothetical

possibilities, and there is this hypothetical possibility. It is the same
thing as saying that it is a hypothetical possibility that the plant will
not produce 800,000 kilowatts.

Representative HOSMER. If the WPPSS is not in fact your agent,
Mr. Luce, why do you in the contract insist upon approval of all the
designs, plans, specifications, contracts relating to construction of
the project?
Mr. LUCE. Well, the amount of power that we deliver to the par-

ticipating utilities is indirectly related to the cost of the project, and
we want to make sure that those costs are kept in line. I do not think
that establishes any agency arrangement.

Representative HOSMER. How about the other privileges that you
have in the contract, for inspection and checking of the operations,
and all those things? You do not think that has anything to do with
it?
Mr. LUCE. Oh, not at all. As a matter of fact, this type of provision

is very common in the contracts between the private utilities and the
public utility districts who have built dams in the Northwest. If you
look at those contracts, you will find almost exactly the same type of
opportunity on the part of the participating utilities to take a look
at these costs as they are incurred.

Representative HOSMER. Now, if you were not in fact paying off the
bonds and these other charges through the delivery of electricity, you
would not be interested in these, would you?
Mr. LUCE. Well, I do not think in fact we are paying off any bonds.

In fact, we are delivering power that is measured by the bond service
requirements. But there is an indirect relationship, and if we are
•going to protect the Government's interest in this matter, we naturally
have to take a look at these costs as they are incurred.
But that does not mean that we are the principal and that the utility

association is an agent.
Representative HOSMER. I compliment you on your ability to make

these fine, very fine, distinctions, Mr. Luce.
Mr. LUCE. The law of agency is a rather technical branch of the law.
Representative HOSMER. Now, with regard to the two contracts, each

is dependent upon the other, is it not?
Mr. LUCE. Well, yes. If there is not an exchange in the contract

between Bonneville and the participating utilities, the contract be-
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tween the WPPSS and the Atomic Energy Commission would not
go forward, and vice versa. Right. It is a package proposition.

Representative HOSMER. That is right. It could have been drafted
as one document, as a matter of fact?
Mr. LUCE. Yes; or it could have been drafted as 20 or 25 documents.
Representative HOSMER. We have to look to the two documents to

find the whole arrangement?
Mr. Luc& You have to look to all the documents, and they are

principally two in number, yes; and there are some leases that are
attached that are in addition.

Representative HOSMER. Now, do you argue with the Comptroller's
decision about the AEC?
Mr. LUCE. Yes. I do not think it is right. The Comptroller Gen-

eral was not expressing a view on the authority of the Bonneville
Power Administration to enter into these contracts. He was ex res-
ing a view with respect to the authority of the Atomic EnergyCom-
mission, and I do not purport to be an expert on the AEC authorizing
legislation. But as you have asked the question, I have read the opin-
ion, and I would disagree.

Representative HOSMER. You would argue with it?
Mr. LUCE. Yes. I think it took a committee report of this commit-

tee, and it took a sentence that was intended to refer to Federal con-
struction of these generating facilities, and applied it to non-Federal
construction. I think it just took the sentence out of context.

Representative HOSMER. Wel, as irrational as you feel that may
be, I wonder if you considered this in terms of the 1927 Supreme Court
case, Pan American Petroleum and Transportation Corporation v.
the United States.
Are you familiar with that case?
Mr. LUCE. No, not by name.
Representative HOSMER. Well, maybe if I recited some of the facts,

you will be.
In that instance the Navy was desirous of building some oil stor-

age tanks in the Hawaiian Island, and the authorization was denied
by Congress, so the Navy got the Department of the Interior to go
into a deal with the oil companies to build the tanks in return for
giving them some oil leases at a place called Teapot Dome.
Now, are you familiar with the case?
Mr. LUCE. I have not read the decision, if that is what you mean.

I have heard of the Teapot Dome case.
Representative HOSMER. It amounted to a subterfuge and avoidance

of the intent of Congress after it refused to authorize.
Is this not roughly the same situation?
Mr. LUCE. Well, there is a different statute and a different legisla-

tive history, I assume. I have not read the decision, but it is a different
subject.

Representative HOSMER. Well, there are some principles in that
case that say that the executive branch of the Government should be
sensitive to the intent of Congress when it fails and refuses to
authorize.
Chairman HOLIFIELD. Could the Chair ask the member to withhold

again the questions on the GAO until we get the GAO before this
committee? This agency has nothing to do with the GAO decision,
and it was rendered to the Atomic Energy Commission, and neither
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one of these people have anything to do with that particular decision,
and their opinion on it is irrelevant.
They have not signed a contract. Mr. Luce has repeatedly said that

before he signs a contract he is going before the Congress and the
Appropriations Committee, and therefore I would ask my friend if
he would not reserve, in order that we get along on the responsibilities
of these two entities here under contractual arrangements, and con-
fine his questions to those matters which are pertinent.

Representative HOSMER. I think the chairman is right, and as a
matter of confession and avoidance, however, let me say that this
committee has no jurisdiction over BPA, either but they are up here.
Chairman HOLIFIELD. We understand.
Representative HOSMER. The Interior Committee has jurisdiction

over that, so maybe I was wrongly interpreting a little bit our area
of inquiry.
Chairman HOLIFIELD. The gentleman has very well made the point

that this is a package deal, and it does involve the Atomic Energy
Commission, and the disposal of waste steam and I do not think it is
out of line at all to have all contractual parties to the package deal
come before us for the edification of the committee.

Representative HOSMER. Very well.
That is all I have for the moment, because I cannot find my other

paper.
Representative BATES. Mr. Chairman?
Chairman HOLIFIELD. Mr. Bates.
Representative BATES. What happens in the event that the esti-

mated costs are much higher than what you anticipate in construction?
Who makes up that difference?
Mr. LUCE. Well, what happens is this, that the participating util-

ities who have contracted with the Supply System for fractional
shares or percentage shares of the output of the plant would have to
pay a corresponding amount more each year in order to amortize the
higher amount of the bonds. In turn, the participating utilities
would be entitled to the delivery of more power in value from the
Bonneville Power Administration than otherwise would be the case.
Representative BATES. You say in value?
Mr. LUCE. Yes.
Representative BATES. You will have to produce more and give them

more power?
Mr. LITE. Power, not dollars, yes. It is a power exchange contract.
Representative BATES. So what if you do not have that power?

What if you have a dry year, we will say?
Mr. LUCE. Of course, we have streamflow records on the Columbia

River as to what a critical water year is, and we know what our
plants should produce, if there should be a repetition of that situa-
tion, and we have the power.
But to go on with the implication of the question that you raise,

if we fail for any reason to live up to our contract and deliver this
amount of power, we would be subject to suit.

Representative BATES. You would be?
Mr. LUCE. Yes. But not by the WPPSS and not by the bond-

holders, but by these individual utilities.
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Representative BATES. My main concern here is the Federal Govern-
ment picking up the tab for this. That is my prime concern, or any
liability that the Government might assume in this regard.
Now, what would happen in the event that there is a nuclear inci-

dent at the NPR? What then would be the position with respect to
the liability of the Government at Bonneville?
Mr. LUCE. You are assuming that the Hanford generation had been

added, and the plan is in operation, and then there is a nuclear inci-
dent ?

Representative BATES. Yes.
Mr. L17CE. The contract provides, that is, this exchange contract

has a clause in it, whereby the Public Power Supply System agrees to
insure the plant, and presumably such an incident would be covered
by insurance, and the bonds would be retired from the proceeds of the
insurance.
Now, if it should happen that the insurance did not cover it, then

the Bonneville Administration, under these exchange contracts, would
have to deliver, continue to deliver, that amount of power that would
be necessary to amortize the bonds as they became due.

Representative BATES. If you are going to have a power shortage out
there, without adding this particular facility, how are you going to
make good on that? How are you going to provide power, if you
do not have it?
Mr. LuCE. Well, of course, we cannot provide power if we do not

have it.
Representative BATES. I am talking about if you have a dry year,

and something goes wrong with this plant. Then what are you go-
ing to do?
Mr. Lum. Well, presumably in that situation we would have to do

one of two things. We would either have to import power, if we had
heavy enough interconnections with other regions, or we would have a
brownout.
The same thing is true if anybody built a generating station and

it failed. The whole area would suffer in that circumstance. And
you look elsewhere for power, if you can get it, and if you cannot get
it, you would have to dim the lights.

Representative BATES. You will have to provide the power, then
anyway. That will be your contractual responsibility, to supply this
power?
Mr. LITCE. Yes, in accordance with the terms of the exchange con-

tract, and up to the amounts limited by that.
Representative BATES. Who would pay for that power? Would

Bonneville pay for that power? Or would this WPPSS ? Who
would pay for it in that event?
Mr. LITCE. Well, ultimately who would pay for it are the consumers

of the Bonneville Power Administration.
Representative BATES. Well, you get all these additional costs, and

particularly if the insurance does not cover it. Somebody must re-
coup that. Who is going to recoup those particular costs in that
event?
Mr. HENNESSY. May I add to the response?
Mr. LucE. Let me answer this question first.
The Bonneville Power Administration is required by law to charge

rates sufficient to pay our operating expense and amortize the invest-
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ment of these hydroprojects. And if our revenues are insufficient to
do that, because of deliveries that we have to make under the condi-
tions that you have assumed, Mr. Bates, then we would simply have
to raise our rates.

Representative BATES. Do I understand, then, if you had to face
that decision of whether you would have more of a deficit, or the
question of raising your rates, you would raise your rates? In other
words, you could go more in the hole like you have the past four
years?
Mr. LUCE. Yes; of course we could raise our rates. We are not

going to go indefinitely in the hole. But we are still in a surplus
position over the life of the agency. Four years ago we were $70 or
$80 million 

Representative BATES. I know. We had a wonderful situation for
a few years because of the war and the farm situation.
Mr. LUCE. For 20 years; quite a few years.
Representative BATES. But then we got back to more normal times,

and new things developed. And as a result over the long pull things
were not in a very good economic position, so you might be all right
today, but we are talking about a 30-year period.

Representative WESTLAND. Will the gentleman yield?
This is not a question of being able to sell the power. You have

got a greater demand for power than you have available.
Mr. LUCE. Of firm power; yes, sir.
Representative WESTLAND. That is right. Of firm power today

than you have available. The problem has been in the higher cost of
building new projects.

Representative BATES. But my point is: If something goes wrong
in this particular thing, here, and you have a responsibility, rather
than going further in the hole, you will raise rates?
Mr. LUCE. Yes. We would be obligated by law to do so.
The Federal Power Commission reviews our rates every 5 years

to be sure they are applicable.
Representative BATES. Can you on your own initiative at any time

raise rates, or does Federal Power have to approve?
Mr. Lum. No, because under the Bonneville Act we are limited to

a review every 5 years, Mr. Bates. The next review is December
1964.
Chairman HOLIFIELD. If the gentleman will yield to me, I think Mr.

Luce has answered the question. The ultimate liability in the ease
of a failure on the part of the NPR and the WPPSS to deliver steam
and kilowatts to you, as Mr. Bates has described—the ultimate result
of that would be a raising of rates on such electricity as the Bonneville
system has to sell over its whole grid uniformly.
Mr. LucE. Correct.
Chairman HOLIFIELD. Therefore the liability would be spread to the

ultimate users of electricity that the Bonneville grid serves. There
would be no likelihood under the present law of you coming to
Congress for a specific appropriation to in effect assume the liability
of the bonds?
Mr. LUCE. No; there would not be.
Chairman TIM-WIELD. In other words, we can rest assured that you

are stating for the record that in the event of this situation, which
everyone says is unlikely, and which your estimators have said is un-
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likely, there would be no direct Federal liability or indirect Federal
liability; that the rate raise would compensate any additional ex-
penses which might occur. Is that correct?
Mr. LUCE. That is correct, with this one possible exception: that

if an act of the Government itself, if the President or the Senate
through an international arms control should require the shutting
clown of this plant, which we do not think would happen, but if that
should happen, I believe we would be morally entitled to recompense
as a part of the expense of the disarmament, because there would be
a lot of savings connected with the disarmament.

Representative BATES. Is that a part of the contract?
Mr. LUCE. Yes.
Well, only if this happens before the plant goes into commercial

operation, Mr. Bates.
Representative BATES. That is one of the contingencies?
Mr. LIJ CE. Yes.
Representative BATES. That it would be uneconomical to go any

further. That is all before the completion of the construction, as I
understand it.
Mr. LUCE. Before the commencement of commercial operations.
Representative BATES. If we run into other problems whereby the

cost of this would be considerably higher than what you could antici-
pate, you would also terminate at that point. Is that correct? Do
you not say that on page 9 of your statement, as I recall it, that you
can terminate for economical reasons?
Mr. LUCE. Yes. Of course, those determinations would be made

at the time that the bids were received on the sale of the bonds, or at
the time that the bids were received on the construction of the plant.
In other words, we would not be heavily committed.

Representative BATES. Will you have a firm contract on this, or will
it be a cost plus a fixed fee?
Mr. LUCE. Of course, we do not build the plant.
Representative BATES. Your answer would not mean anything if it

is going to be cost plus a fixed fee.
Mr. Hum. It will be on a competitive-bid basis.
Representative BATES. It will be on a competitive bid and not sub-

ject to any further negotiation. That is it.
So you are telling us, then, that under no conditions, excepting the

disarmament one, as far as you know, is there any shape or form of
the Government taking over any of the liability for this operation.
Is that correct?
Mr. LucE. That is correct.
Representative BATES. Or through the accumulation of deficits in

Bonneville; you are saying that, also?
Mr. LUCE. I am saying that also; yes. The output of this plant,

when compared to the production of the plants that are now either
in production on the Bonneville system or under construction, would
be only about 10 percent of it. So that we feel that we could handle
this in the very unlikely contingency that some catastrophe occurred,
such as your questions have suggested.

Representative HOSMER. Will the gentleman yield?
How would you handle this contingency: where something happens

and you do not get as much power out of the project as you contracted
to supply in exchange?
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Arr. LUCE. Well, the contingency would be reflected in the increase
in rates, the contingency to which your question refers.

Representative HOSMER. You would have to get some power from
someplace to meet your commitments, would you not?
Mr. LUCE. If it was available.
Representative HOSMER. And if it were not available, you would

have to respond in damages to the participants, would you not?
Mr. LUCE. That is correct.
Representative HOSIYIER. And as a consequence, your answer to Mr.

Bates was not quite correct when you said that you could never be
called upon to actually pay back under the bonds. You are called
upon indirectly.
Mr. LUCE. Well, the bondholders could not sue us. I think that was

the point that was at issue.
Representative HOSMER. I would rather imagine the bondholders

could acquire whatever rights the WPPSS has.
Mr. LUCE. The WPPSS has no right to sue us. It has a right only

to sue the participating utilities—not us.
Representative HOSMER. Whatever rights, then, the participating

utilities have against you.
Mr. LUCE. Yes. That is correct. And, of course, if a judgment

were entered against us, assuming this unlikely chain of events, that
would be an obligation that would have to be reflected in our rate
schedule.

Representative HOSMER. Have you made any calculations as to what
might happen, say, if they only got 600,000 kilowatts or 400,000 or
200,000, or some various amounts less? You do not really know what
the magnitude of the risk is that is involved here?
Mr. LUCE. No; we have not taken various hypothetical malfunc-

tions of the plant into consideration, because we do not think that
we are going to have them. But I have suggested that the total of
this power does not weigh terribly importantly in our total power
resource. It is something in the neighborhood of 10 percent.

Representative HOSMER. But this morning you told me in connection
with the exchange agreement that you must look at it and determine
if is is prudent.
Mr. LUCE. Yes.
Representative HOSMER. And how can you really make that deter-

mination unless you know what would happen in the event that you
obtain less kilowatts from the project than you are anticipating?
Mr. LUCE. The real question to determine, Mr. Hosmer, is whether

there is a probability that this plant will produce less than its rated
capability. That is the point at which we have made a careful
examination.

Representative HOSMER. Well, otherwise, this very complicated set
of papers would never have been written up, and the WPPSS estimate
would have gone in and done the deal directly.
Mr. LUCE. I do not think so.
Representative HOSMER. And had you market the power for them.
Mr. LUCE. The contracts with the private utilities do not obligate

the utility districts to deliver a certain amount of power. They simply
obligate them to deliver a fractional share of whatever the plant
produces.
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Representative HOSMER. I understand that. But they could, not
directly go in and get themselves $130 million loaned to them without
this guarantee that is in essence the exchange agreement.
Mr. LUCE. I do not agree it is a guarnatee. But certainly the ex-

change contract assures the WPPSS participants of a market for this
power so that they can float these bonds. It is a form of security;
but I just object to the word "guarantee."
Representative HOSMER. But if they were trying to sell the elec-

tricity they generated out of the project, and the project did not
generate a sufficient amount of electricity to repay the bonds, then
the bondholders would be in trouble. Now, the bondholders are not
in trouble under this arrangement that we have before us here
because you are going to furnish that power anyway.
Mr. LUCE. To the participating utilities; yes.
Representative HOSMER. You are taking the risk.
Mr. LUCE. Yes; we are taking some of the risk, a rather large part of

it; but we are not taking it all.
Representative HOSMER. Well, you told me that there was nothing

that these utility companies would be liable for, a little while ago.
They get all the amortization, all the 0. & M. Everything, they get
back.
Mr. LUCE. I pointed out that if a participating utility 
Representative HOSMER. Did not sell the power; but again you said

there is no practical possibility of that happening.
Mr. LucE. Well, we are talking about practical possibilities, Mr.

Hosmer. I do not think there is a practical possibility that this plant
is not going to operate as all the experts say it will.

Representative HOSMER. Well, you are depending upon Mr. Gene
Starr, I believe—Dr. Starr, who is a doctor of engineering, and some
of these other people.
Mr. LUCE. And the General Electric Co., and Burns & Roe.
Representative HOSMER. But some people still do not think that this

thing is guaranteed to work.
Mr. LUCE. Some people are hard to convince.
Representative HOSMER. The bankers who put up the money,

particularly.
Representative PRICE. They will not put up the money if they do not

think it is going to work.
Representative HOSMER. They do not care whether it works or not,

because they are going to get the money out of the power Bonneville
supplies.
Mr. LUCE. I do not think as the Bonneville Administrator I would

want to participate in a plan that does not work. I am personally
interested in this work.

Representative BATES. Mr. Luce, in respect to taking this property
over, after the 30-year period, is that the only time when you con-
template taking this over?
Mr. LUCE. Yes. As a matter of fact, I do not even contemplate it

then. But I think the Government is entitled to that option.
Representative BATES. You would, then, ask the Congress to take

it over then?
Mr. LUCE. Bonneville has no authority to do this. And I would

not contemplate that in any event the Bonneville Power Administra-
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tion would do this. I think that it would be the Atomic Energy Com-
mission, if the option were exercised, that ought to have the title to
this plant.

Representative BATES. How is this written into this agreement?
Mr. LUCE. Well 
Representative BATES. That the Government can exercise the

authority, or the AEC?
Mr. LUCE. No. We just said Government, because 30 years from

now, neither agency 
Representative BATES. Now, is that contingent upon the amortiza-

tion being completed, or could you do it prior to that time?
Mr. LUCE. With the consent of Congress, it could be done at any

time.
Representative BATES. But you do not contemplate asking the

Congress for that authority, certainly prior to that time?
Mr. LUCE. I do not.
Representative BATES. And you and I do not have to worry about

that 30 years from now.
Mr. LUCE. I do not think we do.
Representative WESTLAND. It is the same sort of proposition as the

FPC granting a franchise to a private utility, a 50-year franchise,
to build a dam and operate the generating facilities, and at the end
of the 50 years that franchise expires. The Federal Government or
the FPC can recapture if they want to, or they can extend the
franchise. It is the same proposition, except this is 30 years.

Representative BATES. I understand that.
Representative WESTLAND. I am glad you do.
Representative BATES. All I am trying to do is find out what your

intentions are.
But you do not contemplate asking the Government to take this over

prior to the expiration of that 30-year period.
Mr. LUCE. You are correct.
Representative BATES. At what percent are you going to operate

this plant, at what percent of capacity?
Mr. LUCE. Well, during the dual-purpose period, when you have

byproduct steam, the percent that you would operate this plant
would probably be full production, because you would operate it
much like a hydro plant. You do not have any fuel costs during
that period. And that is estimated to be 85 percent of the time.
During the single-purpose period, the extent to which you would

operate the plant would depend on the availability on your system of
secondary or dump power that could be used for fuel displacement.
Now, we have assumed that we would not—I think we have assumed

we would use about $1 million worth of secondary a year during this
single-purpose period, beginning in 1972. If we had more secondary
available at the time, we could use more of it.

Representative BATES. I think you have a compelling argument
when you say we have something that is being wasted, and we ought
to put it to use, particularly when it is not going to cost the Govern-
ment anything.
On the other side, you do have your hydroelectric, and you are

going to have surpluses of that, too, which you will not be putting to
use during certain periods.
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Is that not correct?
Mr. LUCE. Yes. This secondary power—we have surpluses, like

any large hydro system, and will have for a number of years to come,
and we could use it in connection with this Hanford plant during
the power-only phase.

Representative BATES. I understand that. But during a certain
period, and we are talking about so much waste over the period of a
year, whether it would be a constant waste, as in this situation, or
the interimttent waste that you will have with your hydroelectric 
Chairman HOLIFIELD. Will the gentleman yield on that?
I hark back to your testimony that in the place of 800,000, this might

make available-970, was it?
Mr. LUCE. During the single-purpose period yes. This would

make available when added to our system about 975,000 kilowatts of
firm power.
Chairman HOLIFIELD. That amount over the two 400,000 genera-

tors would be
How would that occur? I cannot understand the difference be-

tween the 800,000 and the 975,000. Would that come as a result of
firming up what is now dump power, dump water?
Mr. LUCE. It occurs in this manner. This is not a problem of sec-

ondary or dump energy. This is a problem of excess peaking capacity
that any large hydro system has to have in order to get the most
energy out of the water.
Now, we know that our load patterns are such that our average

demand for power is only about 73 percent of what our coincidental
peak demand in January will be.
Now, this means that if we have assured energy 
Senator JACKSON. Would you just for the record define "peaking

power" and your "peak power ' ?
Mr. LUCE. All right. Peak power is the amount of power that your

system can produce when all your generators are operating full blast,
or full turbine, or whatever. And as I say, in our system, as in any
large hydro system

' 
we have quite a lot of excess peaking capacity that

we carry because it is economic to do it. We can get more energy out
of the river with this peaking capacity.
But by taking the load factor that we have, where we know that

over the year our average demands for energy will only be 73 _percent
of our peak demand—we can sell the amount of this peak demand,
but we only have to have 73 percent of the energy to meet that peak
demand, provided we have got the peaking capacity in January to
meet that load.
Now, in a way, this is playing the law of averages. Every utility

does it. It is called the principle of diversity. And through the
principle of diversity, and the excess peaking capacity that we have,
we could, as I say, actually sell as firm power during the dual-purpose
period 905,000 kilowatts, and during the single-purpose period, when
you get somewhat higher steam pressures at this plant and can operate
the Hanford generators at a somewhat higher level—we get about
975,000 kilowatts.
This enables us to in effect firm up that peaking capacity that other-

wise we cannot.
Chairman HOLEFIELD. Now, let me ask you a further question on

that.
86517-62 7
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This occurs as a result of your having this energy from the steam
available for utilization to increase your peaking capacity. Is that
right?
Mr. LUCE. It increases our energy capacity, Mr. Holifield. And

with this amount of energy that we get out of the Hanford plant, and
our excess peaking capacity, we can in effect oversell the amount that
we get out of Hanford, because we know on the law of averages 
Chairman HOLIFIELD. That you can deliver.
Mr. LUCE. That we can deliver. That is right. And every utility

does it.
Chairman HOLIFIELD. Therefore, if I use two figures now, 905,000

and 975,000, the 905,000, as I understand it, is 105,000-kilowatt capa-
city which becomes available for you to sell as firm power, which you
cannot sell without this steam power. Is that right?
Mr. LUCE. That is right.
Chairman HOLIFIELD. So one of the benefits of this arrangement

would be that this would enable you to sell 105,000-kilowatt capacity
annually on firm-power basis, would it not?
Mr. LUCE. During the dual purpose period.
Chairman HOLIFIELD. During the dual-purpose period. That is

what I mean.
And 175,000 during the single-purpose period?
Mr. LucE. Yes.
Chairman HOLIFIELD. Now, this has no relation at all to the income

of the WPPSS from their capacity; this additional amount that you
are selling is of benefit to the Bonneville system and not to the
WPPSS?
Mr. LUCE. That is correct. Of course, they are important customers

of ours.
Chairman HOLIFIELD. Yes, I understand. They are important cus-

tomers. And they would share in access to that power, I suppose,
with others. But the thing that I was trying to establish in my own
mind was that, as I understand it, all activity on your part, as far
as this exchange of power is concerned—this does not put upon you
additional expenses as a result of the receipt of this power from
WPPSS, does it?
Mr. TATcE. No. it does not put additional expenses on it. It does

obligate us to deliver.
Chairman HOLIFIELD. If there are any expenses involved, WPPSS

assumes that?
Mr. LUCE. That is right.
Chairman HOLIFIELD. SO that while you might be a third party in

this three-way deal, it could be truthfully said that the AEC will
realize such benefits as it gets from the schedule of steam payments.
The Bonneville entity would receive, as you might say, as one of its
byproduct benefits, this additional power to allow it to make firm
contracts on from 105,000 to 175,000 kilowatts a year, which they
cannot without it. Is that right?
Mr. LUCE. That is right.
Chairman HOLIFIELD. And the WPPSS is satisfied to put in $131

million in this for the power allocation which will be given to its
members, and they believe that this will be sufficient to pay off the
bonds. So it looks to me, as I analyze this thing, that you have got
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three areas of benefit in this arrangement, to the three entities that
are involved. All benefit.
Is that your understanding of the package contracts? Have I

overstated it or understated it?
Mr. LUCE. No, I think that is a fair summary. And that is why

all of us are interested in this thing.
Of course, each party has to look at it from its own standpoint.
Chairman HoLrFIELD. And furthermore, if a liability occurs, that

liability goes back to the multiple users in the Bonneville grid in
the forms of increased rates?
Mr. LUCE. Yes.
Senator JACKSON. I think Senator Dworshak was asking for the

floor.
Chairman HOLIFIELD. Senator Dworshak.
Senator DWORSHAK. I asked you a question this noon, Mr. Luce, and

we recessed. I thought you were about ready to answer. Will you
do it now?
Mr. LUCE. Yes. The question you asked was whether we make any

charge for transmitting the power we obtain by this exchange.
Senator DWORSHAK. Assuming that BPA takes the power at the

generating plant and delivers it to the users under contract with
WPPSS : Does WPPSS have any transmission lines of its own?
Mr. LUCE. Yes, it does, Senator.
Senator DWORSHAK. Where does it take the power?
Mr. LUCE. It takes the power at the generator and delivers it to our

Vantage substation, which is over near where Highway 10 crosses
the Columbia River.
Chairman HOLIFIELD. How many miles away, please, for the record?
Mr. LUCE. I think 20 or 30 miles away, something like that.
Senator DWORSHAK. Are there transmission lines there now?
Mr. LUCE. No.
Senator DWORSHAK. Who is going to build it?
Mr. LUCE. The Public Power Supply System.
Senator DWORSHAK. And your responsibility for transmission be-

gins at Vantage Point?
Mr. LucE. It begins at what we call our Vantage substation, which

is near Vantage Ferry, Wash.; yes.
Now, in our economic analysis of this project, of course, we have

had to take into account the cost or value of the transmission of this
power from Vantage to our various load centers. Vantage happens
to be right near, you might say, the production center of our system,
which makes it a good place to take the power. And we have taken
that into account.
Senator DWORSHAK. You transmit it from Vantage to the con-

sumer centers of WPPSS ?
Mr. LUCE. And any other participating utilities.
Senator DWORSHAK. And bow many miles will that be?
Mr. LUCE. Well, our average transmission distance on the system—

the only figure I could give—is about 150 miles.
Senator DWORSHAK. And the BPA will not make any charge for

that transmission?
Mr. LUCE. No, because it is not a wheeling contract. It is an ex-

change contract. But in our economic analysis of it, we had, of course,
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to take into account the fact that this uses up capacity on the line,
and we have done so, and therefore we have taken it into the financial
appraisal of the proposition.
Senator DWORSHAK. Does BPA get any power above requirements

of the WPPSS ?
Mr. LUCE. Yes; during the dual purpose period we get a substantial

quantity of power over and above what we deliver to them.
Senator DWORSHAK. And do you pay them for that? Or is that

part of the agreement?
Mr. LucE. No, that is ours. That is ours. We hope the dual purpose

period runs a long time.
Senator DWORSHAK. Well, now, I did not hear your statement this

morning, your outline of testimony. You had no prepared statement,
but you had an outline, and I have a copy of that.
Near the bottom of the page, you said: "Advantages of proposed

contract to taxpayer : Opportunity to sell otherwise waste steam."
And then, "Little or no risk."
Now, I listened to most of the testimony this morning, except the

opening half hour, and I was a little confused, as apparently other
members of the committee were, as to the extent of the liabilities of
BPA.
Now, you feel that there is very little, if any, risk at all being

assumed by BPA under this proposal?
Mr. LUCE. No, I do not say that. I say that these are advantages

to the taxpayer. That is what I was talking about in this part of my
outline. And as pointed out in answers to Mr. Bates, the risks, as far
as this exchange contract are concerned, that fall on Bonneville do
not fall on the general taxpayer. If it turns out that this exchange
contract is not advantageous to Bonneville, then that has to be reflected
in higher rates to our customers. But not to the general taxpayer.
That is the point I was making.
Senator DWORSHAK. A year ago I favored and voted for the pro-

posal for Federal construction of the power facilities. That was
rejected by Congress.
Now you are coming in with this counterproposal, and I should like

to have you very briefly tell us the main differences between the origi-
nal proposal and the current one, so far as the Federal Government
is concerned, and particularly BPA.
Mr. LUCE. Well, I would say the principal differences are, first,

that the constructing agency for the generating facilities will not be
a Federal agency, but will be a local utility.
The second principal difference is that the cost of building the

plant, estimated at $95 million, and this year at $105 million, will
be paid by this local utility, and not by the General Treasury.
T think those are the main differences.
Chairman HOLIFIELD. And the Government will not be operating

the plant after it is built, under this arrangement, where it would
have been operating, it would have been in the generating business,
before and today it is not in the generating business.
Mr. LucE. One of the objections last year would be that the AEC

would be put into the business of commercial power production, and
this arrangement this year would not put the AEC into that posture.
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Senator DWORSHAK. Under the dual-operation plan there is some
joint responsibility of BPA for the generation of power, is there not?
Mr. LUCE. No, we have no responsibility for the generation of

power. We have a responsibility to deliver power to the participants
in accordance with this exchange contract, but we have no connection
with financing or operating these generating facilities.
Senator DWORSHAK. I have here a copy of the statement made by

Commissioner Robert T. Wilson yesterday, in testifying before the
committee. On page 3,1 quote his comment as follows:
During periods when the Commission would not be operating the NPR for its

own program, the reactor would be leased to the Supply System, subject to
appropriate licensing requirements, in order to permit continued electric power
Production.

Can you elaborate on that, or interpret that? Although it was,
of course, the statement of the Commissioner.
Mr. LUCE. Mr. Hennessy, the General Counsel of AEC, is here.

I would prefer that he answer that, if he may.
Senator DWORSHAK. All right.
Mr. HENNESSY. Senator, under the proposed contract between AEC

and the Washington Public Power Supply System, if the Commission
ceased operating the new production reactor for the production of
plutonium, we would agree to lease the NPR to the Washington
Public Power Supply System.
Senator DWORSHAK. That is for single-purpose operation?
Mr. HENNESSY. For single-purpose operation. In order for them

to operate that plant, under the Atomic Energy Act, they would be
required to come to AEC and apply for a license. They would have
to comply with all the requirements for a license application and the
health and safety regulations of the Commission.
That was the intent of that statement, that in all respects they would

be operating the plant as a licensee of the Commission.
Senator 15)WORSEAK. Should that development eventuate, would it

materially affect the planning which you are now making for the
joint operation under the dual-purpose system?
Mr. HENNESSY. This would happen only after the dual-purpose

period had expired, Senator.
Senator DWORSIIAK. Well, would that development affect the desir-

ability of this program that is currently being proposed?
Mr. HENNESSY. No, sir. It was pointed out yesterday that there

would be further advantages to AEC, in that under this kind of a
single-purpose operation, this production reactor would be maintained
in hot standby at the expense of the Washington Public Power Supply
System, and would be more readily available for plutonium produc-
tion in case the Commission ever desired to renew the production of
plutonium.
Senator DWORSHAK. There is no potential liability that might de-

volve, then, upon AEC?
Mr. HENNESSY. No, sir, there is no commitment by AEC in any

respect.
Senator DWORSHAK. Now, after the 30-year period, when the bonds

would be repaid, who will get the power, the proceeds from the gen-
eration of power, at NPR?
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Mr. HENNESSY. Under the proposed AEC contract, AEC would
continue to receive revenue from the Washington Power Supply
System if the dual-purpose power continued for that period.

Senator DWORSHAK. It would require 30 years to repay the bonds?
Mr. HURD. Yes, we anticipate 30-year bonds.
Senator DWORSHAK. What will the status of the sale of power after

that time? Would WPPSS get all of the proceeds, or would AEC,
or BPA get some?
Mr. HURD. Bonneville would have the option to continue this ex-

change arrangement. The costs, of course, would drop way down,
because you would have no debt service then, and therefore it would
be more attractive to Bonneville and it would be more attractive to
the Supply System. The Government itself would have an opportu-
nity, of course, to take the project over.
Senator DWORSHAK. Is that provided for in this?
Mr. HURD. Yes, sir.
Senator DWORSHAK. One more question, Mr. Luce.
I have not had a chance to study the proposed exchange agreement,3

which has 28 pages, but on page 25,1 find this proviso:
Provided, however, That in the event the Supply System and/or the participant
becomes involved in or is threatened with litigation with a subcontractor or
vendor as a result of such direction by the Administrator, they may request the
United States to enter into such litigation to protect the interest of the United
States.

Can you tell us what the significance of that is?
Mr. LUCE. Well, this is standard language that we have in every

power contract, in every other contract that we execute.
The laws of the United States with regard to nondiscrimination

require that we put this type of clause in the contract, in every con-
tract, even in our supply contracts.
Senator DWORSHAK. Does this proviso imply in any way that if

WPPSS encounters some unforeseen problems and difficulties, then it
would be necessary for AEC or BPA to step into the picture and
assume commitments or obligations which are not now provided for?
Mr. LUCE. Not at all. What it means is that if we would direct

the Supply System to take such-and-such a step with regard to a com-
plaint against discriminatory proceedings based on race, religion,
or whatever, and got the Supply System into trouble, a strike or some-
thing, or some kind of trouble like that, the Supply System could ask
us to get into the litigation.
Now, we have this provision in all of our contracts. Mr. Weinberg

tells me there is a President's Executive order. It is boilerplate
language that goes in every contract.
Senator DWORSHAK. It merely opens the door so that the Govern-

ment can safeguard its own interests?
Mr. LUCE. Well: it is kind of like this: That if the Government gets

a party dealing with the Government into legal difficulties because of
this nondiscriminatory clause, the Government can be asked to come
to the rescue.
Mr. WEINBERG. That is right.
Senator DWORSHAK. I think that is all at this time, Mr. Chairman.
Chairman HOLIFIELD. Senator Hickenlooper

' 
you were questioning

when the meeting adjourned. Do you care to resume your ques-
tioning?

• See JCAID print, p. 41.
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Senator HICKENLOOPER. Well, yes.
I am sorry I was not here yesterday. I might have been a little

clearer about this situation.
I can only say, Mr. Chairman, that this is a fantastically confused

situation, and to come in here on a hearing yesterday with practically
no notice or very little, and expect us to pass on a complication of this
kind that involves certain phases of Government responsibility, poten-
tially which involves an innovation in the operation of this district out
there, is something that I think needs at least a reasonable time for
examination and for rather thorough understanding.
I frankly do not understand it, and it has become more complicated

as the testimony has been going on, and I do not think the explanations
that have been given are clear or clear cut.
I do not cast any aspersions on the witnesses. I do not say that they

are attempting to confuse this issue. But it is a confusing issue. I
probably do not catch on to things as quickly as others maybe, but
certainly I have not caught on to this, and it seems to me that it can
well at this point be interpreted as a bailing-out process to justify an
ill-advised action which we took a year or so ago when Congress
decided to make this into a convertible plant using low-pressure steam,
which I think is high-cost operation, and we may be using Bonneville
and some of these other things to bail this operation out and attempt-
ing in some way to justify it. I do not know.
That may be entirely erroneous, but I would want to satisfy myself

on that, certainly.
Chairman HOLIFIELD. Will the Senator yield while the chair ex-

plains the situation which caused the recalling of the hearings so
abruptly.
I believe you were absent when I explained it at the beginning of

the meeting.
Senator HICKENLOOPER. Yes, I was not here. It was not your

responsibility, but mine for being here.
Chairman HOLIFIELD. Here was the situation that the chair was

faced with:
The authorization bill had been reported; it had been scheduled

for hearings as soon as the leadership of the House could get to it.
I was in the dark until this morning as to the exact time.
Last week, being the Fourth of July, I prevailed upon them, at the

request of many of the Members who were going to be in their districts
making speeches, not to schedule it during the week of the Fourth.
They agreed to that. Then they told me that if the foreign aid bill
was passed in the House and if the farm bill got a rule, they would
schedule the farm bill for Thursday of this week. That is today.
The farm bill did not get the rule, and they had told me that they

would be likely to schedule this bill on Thursday. I told them that
I would prefer not having it scheduled on Thursday. Nevertheless,
they needed business over in the House, and they told me that the ac-
tion of the House could not depend upon another postponement.
So on Friday, at about 5 o'clock, the General Accounting Office, in

response to letters from Mr. Tabor and Mr. Jensen 4 and some others
and also in response to a letter from Dr. Seaborg 5 after his confer-
ences with Mr. Tabor, also directed a letter to the General Accounting
Office. This was a week or 10 days ago.

See JCAE print, p. 67.
See JCAE print, p. 55.
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I called up the General Accounting Office two or three times asking
them to expedite the decision, and the decision was brought about as
a result of the letter of Mr. Tabor who questioned the authority of
the Commission to proceed with this contractual arrangement.
On Friday, at about 5 o'clock—and I was out of town as were many

other Members at that time—the letter was sent up to the staff here,
and also to, I understand, Congressmen Tabor, Jensen, et al.
The General Accounting Office ruled, in effect, that the Atomic

Energy Commission did not have the authority to go ahead and make
these contracts.
Then I was faced with the problem of bringing this matter before

the committee, and, although it was short notice, I was working
against the time of Thursday's consideration and I felt that we should
have hearings on these contracts in view of the fact that it was no
longer an administrative action on the part of the AEC and these
other agencies, but it had become a question fraught with some doubt
as to their authority, and the only way that it could be solved would
be by an authorization item or a contest with the General Accounting
Office.
Well, I did not have the time to go into a contest with an opinion

which, incidentally, the legal counsel of the AEC and of our own
committee did not look upon with favor; and, as a nonlegal man, I
might add my own thoughts to it and state that I think the decision
was not a meritorious decision.

Nevertheless, accepting the facts of the case that we did not have
time to explore the General Accounting Office decision as to its merits,
we felt that we would follow the advice of the General Accounting
Office and put the matter before this committee to see if this com-
mittee wanted to authorize an amendment which would, in effect,
authorize the signing of this contract.
I do not offer this as an excuse for my actions, but as an explanation

of the situation.
I came back, along with many others, Sunday night and found this

out myself, and on Monday I tried to explore the problem that was in-
volved, and felt that under the circumstances I was justified in send-
ing out a notice to the members that we would begin on our hearings
Tuesday morning.
Now that does explain the matter. Otherwise this matter would

remain in suspension.
Now it can be decided, if an amendment is offered, to authorize the

signing of these contracts by the AEC, or this contract by the AEC,
to sell this waste steam for whatever return we can get for it.
I felt it was in the public interest as there was an estimate of any-

where from $3 million to $125 million recovery here for the Treasury
from a salvage and waste byproduct element, and that I was justified
in bringing it before the committee for its consideration and for such
action as the committee might see fit to take.
If the committee after hearing the explanations, wishes to vote

down the offering of an amendment, then of course, while I cannot
answer for the Individual members as to what amendments they
may offer on the floor—and they will have to exercise their own rights
on that—certainly the committee then would be in a position to vote
down the offering of a committee amendment to the authorization bill
as introduced.
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That, in brief, explains the reason for the hearings and what I con-

sidered to be justification for calling our group together to consider

this matter.
Representative HOSMER. Can the Chair tell us what the nature of

this amendment might be?
Chairman HOLIFIELD. Well, if the amendment has to be drawn, it

would be in the nature of an authorization item which would overcome

the adverse opinion of the General Accounting Office.
Representative HOSMER. It would strike the phrase from the NPR

authorization act upon which the GAO hung its opinion?
Chairman HOLIFIELD. Oh, no.
Representative PRICE. They did not hang their opinion on any lan-

guage in an act.
Chairman HOLIFIELD. The action of the Congress last year, the

Chair maintains, was on the expenditure of $95 million worth of

Federal funds and the construction and operating of a generating

facility at Hanford.
The proposition before the committee today is completely separate

although it does involve building a generating plant.
But it does not involve using Federal dollars. It does not involve

construction. It does not involve operation.
Senator HICKENLOOPER. It involves, however, the disposal of feder-

ally owned property.
Chairman HOLIFIELD. Well, it certainly does, and that is provided

for in section 44 and section 161 (g) . Section 44 is the main one.

Nothing in this Act shall be construed to authorize the Commission to engage

in the sale or distribution of energy for commercial use except such energy as

may be used by the Commission incident to the operation of research and devel-

opment facilities of the Commission or of production facilities of the Commission.

And I point out respectfully that in the case of the Government-
owned West Milton reactor, steam has been disposed of to the Mohawk
Power Co., and in the Santa Suzanna, another Government-owned
reactor in southern California. The steam was disposed of to South-
ern California Edison Co., another private property, under the au-
thority of this act.
Senator HICKENLOOPER. I thought both the experimental reactors

and the byproduct—
Chairman HOLIFIELD. They are research and development. But I

call your attention to the language of the act which says—

incident to the operation of the research and development facilities of the Com-

mission or of production facilities of the Commission.

And there is clear statutory authority. This is why I quarrel with
the General Accounting Office's opinion, because they never even re-
ferred to statutory language contained there, and in section 161(g)
which allows for the leasing which the Senator from Iowa mentioned,
and that is as follows 
Senator HICKENLOOPER. Well, Mr. Chairman, I want to say and

make clear that I was raising no criticism about the calling of these
hearings. My question is about the precipitous disposition of this
matter, if we propose to dispose of it precipitously.
It is my feeling that to have a hearing yesterday and one today

on a matter that is complicated and very confused is definitely an
innovation.
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I am not prepared to argue the righteousness of the General Ac-
counting Office's opinion or that of the General Counsel of the Com-
mission.
Opinions have been wrong; opinions have been right, and so on.

But I read the opinion very hurriedly yesterday afternoon. It came
to my office yesterday morning while I was in another committee
meeting. I did not get to see it until late yesterday afternoon. I
read it along with some other things. I have had no time to go
through it again. And I do not know that I would undertake to
pontificate on its sanctity or not even if I did read it again. But we
do have this conflict, and I think we are safe in saying that Counsel
for the Atomic Energy Commission is dedicated Counsel, and Counsel
for the General Accounting Office is dedicated Counsel. They have
high degrees of intelligence and devotion. Either or both of them can
be wrong. Nevertheless, there is that conflict.
Chairman HOLIFIELD. The Chair is not contesting the General Ac-

counting Office's opinion. The Chair is proceeding in his legislative
duties as though the General Accounting Officer's opinion is a correct
opinion although he is not admitting it. But I am proceeding in a
manner which would, in effect, follow the recommendation or at least
the implied meaning of the General Accounting Office which is as
follows, that these contracts should not be proceeded with unless
endorsed by the Congress.
In holding the hearings and bringing it to the committee and to

the floor of the House and the Senate, the Congress will have a chance
to work its will.
Senator HICKENLOOPER. As I say, I am not really injecting that

into the issue at the moment because of the respect I have for the
sincere opinions of counsel from all of these agencies. But my objec-
tion, if you can call it that at the moment, was my resistance against
acting immediately on this matter.
I see no particular rush to act even at this session of Congress on

it. And I think we ought to know what we are doing. I swear we do
not know what we are doing.
Chairman HOLIF1ELD. Another point of urgency is that if this is de-

sirable, the construction of the reactor is at the point where the sixth
loop can be put into the reactor at this point. If we wait a year, then
the reactor, of course can be finished without it.
Now the putting of the sixth loop in the reactor at an estimated

cost of around $20 million or $25 million is one of the desirable fea-
tures of the purchasers of this steam, and they are willing to pay for
it and sign over all right and title to it to the AEC.
Senator HICKENLOOPER. Who pays for the five loops that are put in

there?
Chairman HOLIFIELD. That is paid for by the Government.
Senator HICKENLOOPER. Will the power district pay for the five

loops that are already in?
Chairman HOLIFIELD. That is part of the plutonium, the necessity

for the plutonium production as I understand it.
Is that right, Mr. Bauser ?
That was planned anyway, was it not, for the plutonium pro-

duction?
Mr. BAUSER. Yes, it was.
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Senator HICKENLOOPER. So these others would have to be in there
whether there was any convertible feature in this or not. Is that
right?
Chairman HOLIFIELD. The way the reactor is designed, it has been

testified that it would be impossible to change the convertibility fea-
ture even if we wanted to at this stage.
Senator HICKENLOOPER. Oh, I think that is true.
Chairman HOLIFIELD. And the design calls for that. And the extra

loop, which was not contemplated last year, has been advocated by the
designers as increasing the value of this steam both in pressure and in•
dryness as I understand it, and has made it more desirable for the
WPPSS, desirable enough that they are willing to put up $25 million
and deed it over to the Government.
Then there has been testimony, which we cannot go into degree on,

that it will produce a certain percentage of capability of plutonium
by having this additional loop.
Senator HICKENLOOPER. I have no doubt that they will produce

that kind of evidence to support this particular operation. But I am
just wondering if the power district is willing to pay for all of the
installation in this reactor that was not necessary, strictly necessary
for the production of plutonium but is in there as a convenience and
a contributing convenience and necessity for the production or the
utility of this steam which would include, in my judgment, much
more than the so-called sixth loop.
It seems to me that if we realistically approach the costs of this

thing, and unless we expect to go on Government subsidy for this
enterprise and so on, if they want to build these generating facilities
and buy this steam, it ought to be on a realistic cost basis and we
could well consider that whoever is behind this contract—and that is
a little difficult to fathom out here—whoever are the basic, responsible
parties here or the ultimate responsible parties, we might consider
whether or not they should not pay the full cost of this installation
not only the sixth loop but the other installations that have gone in
there to make this possible and which would not necessarily be needed
for the production of plutonium.
Chairman HOLIFIELD. Well, it is impossible to take those factors

out of the reactor at this stage. The convertibility part is going to
be included in the reactor, and the expenditure is authorized by the
Congress, and the design and so forth that was accepted is going to
be there whether we sell this steam for a dollar or for a million dollars.
Senator HICKENLOOPER. I understand that. That is a part of the

impetus for this particular thing at this particular time.
Chairman HOLIFIELD. That is an action that Congress took.
Senator HICKENLOOPER. Congress took it.
Chairman HoLIFIF.T.n. And the Senator might look at it this way:
If there is income from this waste steam of the $31 million which

the Government, it is estimated, will receive—and the schedule calls
for the AEC to receive it for this steam in the first 10 years of dual
operation—that $31 million would probably, offset all or a major part
of the complete convertibility features, including the part which the
Congress placed into the reactor originally.
This is our one chance to recover and, you might say, pay off this

provision which Congress made in previous years.
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Senator HICKENLOOPER. Well, that may be a factor, but I think it
is exactly the next step which we predicted a year or so ago when there
were a number of us who opposed the convertibility feature in this re-
actor. We said at that time that even though the generating facili-
ties were not put in or completed at that time, it was only a question
of time until this would be used as the leverage to put the Government
into the power business out there, into the commercial, competitive
power business.
I think this is just the next step, right down the line there. I think

it is a sequel to it although the Congress defeated last year the con-
struction of these generating facilities.

It comes in under the guise of so-called saving of waste steam, which
is a very plausible argument.
But I do not consider it waste steam any more than I consider it

waste steam out of the Hanford reactor or any of these other reactors
that produce steam. That steam is wasted, too. It is all of a pattern.
To me, the pattern—although the details are very unclear—is clear.
Senator JACKSON. Mr. Chairman, to go back a moment, I start from

the premise that the testimony that we had received back in 1957 and
1958 was to the effect that on new reactors the Commission felt that
they all should be made convertible.
Admiral Strauss, then Chairman of the Atomic Energy Commis-

sion said that was the position. And the other Commissioners took
the same position, on the ground that this afforded an opportunity
to at least amortize in part of the reactor itself, assuming that the re-
actors operated long enough.
Now I just say that because that is my recollection of the testimony

that we received.
Now, of course, if one takes the position—and we all can take our

own—that there is no justification for making these reactors con-
vertible, that is something else. But I merely wanted to restate what
I understood the testimony to be at the time we authorized the reactor
to be convertible, namely, that all new and future reactors should be
made convertible.
I want to say that my interest in this project is not whether it is fol.

the private or the public utilities. I have made proposals. I made
one this morning in which I suggested that there be a limitation on
any amendment of not less than half of the power available from
this project be sold to private utilities on a long-term contract.
This, in effect, would be an elimination of the so-called preference

clause both in the Bonneville Act and in section 44 of the Atomic
Energy Act.
It seems to me, Mr. Chairman, that what we have before us is a

convertible reactor that will be ready before long, a reactor that will
make available surplus steam. I would just like to see in the national
interest that we take advantage of this opportunity.
I do not care whether it is by privately owned utilities or publicly

owned bodies, non-Federal. We have gone through the Federal.
There has been the argument that Congress, at least the House

though not the Senate, decided against it. But here we are. We have
got a reactor. We have got this available steam. I would like to see
the private utilities come in here and discuss this. I would be happy
to have them.
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I think it would be good to kick this thing around and find out what
the best proposal would be. We certainly have the opportunity here
now to remove any argument about a federally operated generating
system at the atomic energy facility at Hanford.
I do think that there are important factors here from the national

security point of view that have been gone into in detail, the possibility
of this reactor being on a more effective standby basis as Commissioner
Wilson testified yesterday.
In addition, I think there is an important prestige factor, and that

is the fact that we would be operating the world's largest nuclear
powerplant. It would be a meaningful application on a peaceful
basis of nuclear power.
So it does seem that we have an opportunity here to help pay off

this project, which we would not get anything out of otherwise.
Mr. Wilson's testimony on page 4—and I repeat it, as follows; I

think it is quite pertinent—reads:
Particular attention should be given to the payments for steam energy which

the Commission would receive under the proposed contract. If the period of

both plutonium and power production, what we call the dual-purpose period,

continues for 7 years, the Commission would receive payments totaling $3 million.

Should the dual-purpose period continue for 10 years, the Commission would

receive payments totaling $31 million, and, with a dual-purpose period of 24

years, the Commission would receive a total of $125 million.

All of which they would have no chance of getting save and except
for this agreement.

All I want to say is: If the private utilities want to come in with a
proposal on this, I would be happy to listen to it and to see what could
be worked out. My interest is in the utilization of this waste steam,
and I think people that are interested in this from varying points of
view ought to come before the committee and discuss it.
Now the other thing that I want to mention is this: the GAO opin-

ion is a fact of life. We do not have to agree with it; we do not
have to disagree with it. The point is that in the sale of bonds, the
GAO opinion, right or wrong, places a cloud over the sale of the
bonds. Therefore, it is a fait accompli as far as any practical con-
sideration is concerned respecting an agreement and the reaching of
an agreement on this contract. We could argue the GAO opinion
from now until next Christmas and it would not change the situation
, one iota.

Chairman HOLIFIELD. That is right.
Senator JACKSON. Assuming that GAO maintains their position.

If they withdraw their opinion and say that the Commission does
hive the power, then, of course, there would be no need for clarifying
legislation.
The other point in this same connection that I want to reemphasize

is that this hearing, yesterday and today, stems from a previous full
disclosure by the executive branch of the Governmennt in connection
with this contract. Mr. Luce has testified that he gave all this infor-
mation some time ago to the Appropriations Committees of the House
arid Senate.
Am I not correct, Mr. Luce?
Mr. L-crcE. That is correct.
Senator JACKSON. He made it clear that there would be no action

taken until the committees had an opportunity to express themselves.
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So I just wanted to reemphasize those points that I think are highly
pertinent in trying to keep this matter that we are now discussing
somewhere within the range of reason and, I hope, disposability one
way or the other.
Chairman HOLIFIELD. If the gentleman will yield.
Senator JACKSON. I am through.
Chairman HOLIFIELD. I will say that there was another factor in-

volved in this. Last week Mr. Van Zandt circulated a memorandum
and news release and a copy of an amendment which he pledged him-
self to offer on the floor, which would affirmatively prohibit any type
of administrative action on the part of the AEC toward signing a
contract.

Certainly the majority cannot be criticized for taking note of Mr.
Van Zandt's very frank and honorable action, because he informed
me he was going to do this.
But this changes the complexion of the authorization bill when it

arrives on the floor of the House. It is a factor that has to be argued.
It has to be met. And subsequent to that, of course, it became the
GAO decision. So the integrity of the bill as authorized by the com-
mittee was subject to attack. Certainly no one can criticize the major-
ity for defending the position of the bill against such an attack.

Senator JACKSON. Well, all I want to say is that I think what is
occurring here is the orderly and the well-precedented procedures
that legislative bodies follow.
Chairman HOLIF1ELD. That is right.
Senator JACKSON. You cannot hold a hearing on the floor of the

House or of the Senate. We try it sometimes, but it is a rather dis-
couraging operation. I think all of us agree on that.
Chairman HOLIFIELD. The Chair made it very clear yesterday to

Mr. Van Zandt that he thought Mr. Van Zandt was acting completely
within his rights as a member according to his own convictions. It
carried no criticism. That does not mean the Chair agrees.
Senator HICKENLOOPER. Again may I emphasize that I am raising

no criticism about the chairman calling a meeting of the committee to
hear this.
Senator JACKSON. I understood that.
Senator HICKENLOOPER. I am not criticizing that at all. I think it

is a proper function of this committee to have hearings on matters of
this kind.
I said I hope we do not act precipitously on a matter that is as com-

plex a can of worms as this is. And it certainly is complex when it
comes to the details of this contract, the ultimate responsibility—who
does what to whom and various other things involved here.
I 'hope that we do not act in a couple of days' time, and that we take

a little time. I see no necessity 
Chairman HOLIFIELD. The Chair will be very frank with the mem-

bers of this committee.
It is the Chair's intention to ask for an executive session, at which

we will try to draft an amendment sometime between now and the
consideration of the bill, which I understand now may be Monday or
Tuesday.
So the Chair feels that it is his duty to defend the legislation to the

best of his ability. This is the parliamentary situation.
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It is now getting along toward the middle of July and the authoriza-
tion bill ordinarily is out before this. I postponed the hearing at the
request of Members both on the Republican and the Democratic sides
for something over 2 weeks, for different reasons—the Fourth of July,
the desire of Members of Congress to go home and make speeches in
their districts. And the Chair is in an embarrassing position because
he has gone to the leadership on two occasions and asked for postpone-
ment at the request of members of the committee.
The Chair feels that he cannot go to the leadership again and hold

up the public business next week of the House when the leadership has
been pressing the chairman to bring legislative matters before the
House for consideration so that we can work toward adjournment.

Representative HOSMER. Mr. Chairman, I have a few more questions.
Chairman HOLIFIELD. All right; the gentleman is recognized.
Representative HOSMER. I shall not take too long.
I think we are at a point now where the facts are about like this:

in my mind it looks like a chance for the Government to get some of
its money back at Hanford. But it involves some risk. And I am
trying to find out whether the risks are reasonably worth it or not.
And I ask these questions in that context, and with the practical as-
sumption that the existence of the Comptroller's decisions, right or
wrong, will, if this is to go ahead, necessitate some action on the part
of Congress.
The principal risks in my mind are the risks involved in the length

of the dual-purpose period and the risk involved in whether the thing
works or not.
I would hope, Mr. Chairman, that we might have some testimony

updating last year's testimony as to the practical certainty of this
thing working and producing the 800,000 kilowatts. And maybe these
gentlemen could help me out on the length of the dual-purpose period
and what happens if it is short.
I think we realize that if it is only 4 years the Government, the AEC,

is going to get back $600,000 only, and after that a lease rental of $10
a year possibly.
So we have to bet on a longer dual-purpose period in that respect.
Chairman HOLIFIELD. Of course, we are betting $200 million on the

fact that we need this plant for plutonium.
Representative HOSMER. I realize that.
Chairman HOLIFIELD. And these gentlemen before us are speaking

specifically of WPPSS, and they are betting $131 million that it will
be operated on their own responsibility, and they cannot estimate how
long it will be operated, and neither can the AEC.
If there was a disarmament agreement this year, it might be unnec-

essary to save the reactor.
Representative HOSMER. Mr. Chairman, we have disposed of the

fact that the WPPSS is betting the $130 million.
Chairman HOLIFIELD. I will not agree with that.
Representative HOSMER. And whether the rest goes on the users up

there if the power rates are increased, or on the Government if it
would be interpreted that this exchange agreement was not a prudent
one, is something that eventually would have to come out in court, I
suppose.
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But in your calculations, Mr. Luce, in your economic analyses you
have gone into what would happen in the power only with respect to
plutonium buy-back.
Now we have had a proposal up here for a plutonium buy-back

price of $8 rather than some other figure. How does that affect your
economic calculations?
I would assume whatever plutonium buy-back credit is given would

inure to the benefit of Bonneville.
Mr. LUCE. We have assumed the existence of the present policies

and prices.
Representative HOSMER. You mean $30 a gram or $15 a gram?
Mr. LuvE. Whatever that figure is. I think the Atomic Energy

Commission could better answer what their present policies are.
Representative HOSMER. If the buy-back price goes down you are

going to have to furnish more power to make up the difference, I
would assume; is that correct?
Mr. LUCE. If what you call the buy-back price went down 
Chairman HOLIFIELD. Well, let us straighten this thing out.
The WPPSS is not selling any plutonium. This is the Govern-

ment-owned reactor.
Representative HOSMER. I am talking about the single-purpose

period.
Chairman HOLIFIELD. Oh, during the single-purpose operation.
Representative HOSMER. Because that has a substantial effect on the

economics.
Mr. LUCE. As I understand it, Mr. Hosmer, the Public Power Sup-

ply System would be in the position of buyer and, to some extent,
seller in this regard, and the present policies have been assumed.
Now if the price that the AEC would charge for what the Public

Power System has to buy in the way of nuclear fuel would go up, that
would increase the power price. If it would go down, that would
decrease the price and you would have just the opposite effect in any
changes on the buy-back provision. But we have not attempted to
project a change in the present policies.
Representative HOSMER. Have you attempted to make any analyses

with respect to the private ownership of plutonium during the single-
purpose period?
I know the Government would still own the reactor, but would the

power supply people have to own fuel elements? Or what would
be the situation?
Mr. LUCE. Maybe Mr. Quinn can answer this.
From our standpoint, we have assumed the existence of the present

policies in our analysis, and we have not tried to guess what the situa-
tion would be in the future because that guess could go either way as
far as costs are concerned.
Maybe Mr. Quinn has something he wishes to add.
Mr. QUINN. On both these points, Mr. Hosmer, the studies that

have been made on the economic feasibility of converting the NPR over
the past several years have assumed a fuel value for the plutonium
rather than for the weapons price.
The most recent ones that have been conducted assume the equivalent

of the $8 price that has been discussed with this committee.
Representative HOSMER. I see.
Mr. QUINN. With respect to private ownership, since this is in-

definite, we have pointed out the possibility of this coming about to
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the Supply System as a matter for their consideration. We under-
stand that it is possible that the interest rate on the bonds in this
case may be somewhat less than the current 43/4-percent use charge
that AEC charges for lease of special nuclear material.

Representative HOSMER. In other words, it would be a better deal
if the system owned the fuel.
Mr. QUINN. It may be so.
Chairman HOLIFIELD. And, of course, this committee will pass on

legislation on that, and I am sure the committee would not pass out
legislation that would be deleterious to the economics of all of the
private reactors in the United States. Undoubtedly, we will take a
good look at that and do that which is beneficial rather than
deleterious.

Representative HOSMER. There is one other problem that occurs
to me, and that is in connection with section 44, and it is respecting,
again, the single-purpose period during which WPPSS would lease
the reactor.
The last sentence of 44 says:

Nothing in this Act shall be construed to authorize the Commission to engage in

the sale or distribution of energy for commercial use except such energy as may

be produced by the Commission incident to the operation of research and

development facilities of the Commission or of production facilities of the

Commission.

The Commission would not be operating a production facility itself.
Under this section, it would be unauthorized to produce power or
energy except for the fact that we have a lessee in here.
Now can the Government get around this prohibition of 44 by the

offering of a lease to somebody else to operate this and produce energy?
I asked the witness. And it will not be a production plant in the

single-purpose period because your production is over at that period.
It will be for power only.
Mr. Hennessey?
Mr. HENNESSEY. During the dual-purpose period. Mr. Hosmer, we

will be complying strictly with the provisions of section 144.
Senator JACKSON. Forty-four?
Mr. HENNESSEY. Forty-four.
During the single-purpose period our opinion 6 was that in connec-

tion with the overall transaction, which has the primary objective
of selling this steam, we could exercise the authority we have under
section 161(g) to lease the plant.
During the lease period, of course, we would not have a section 44

problem because we would not be selling steam. We would not be
operating the production facilities.

Representative HOSMER. In other words, the lease, you feel, would
insulate you from the prohibitions of section 44.

HENNESSEY. Yes, sir.
Representative HOSMER. Have you a good opinion on that? Be-

cause whatever this amendment is, it should refer to it.
Mr. HENNESSEY. This is the opinion that we furnished to the Gen-

eral Accounting Office. And in the General Accounting Office's deci-
sion 7 on this matter they did not question any of the views expressed

6 See JCAE print, p. 70.
7 See JCAE print, p. 55.
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by AEC's general counsel on 44 or 161(g) ; only the new issue that
was raised, of the need for congressional authorization.
Representative HOSMER. All right.
One more line of questioning now and I am through.
That has to do with your colloquy with Chairman Holifield respect-

ing the benefits to the various parties that accrue from this, and you
said that BPA accrued the benefit of additional power to market, an
additional firm power. And I just wanted to ask you would it not
accrue the same benefits if the 'firm power came from some other source
such as a conventional steamplant ?
Mr. LUCE. Yes. Of course, you can firm up excess peaking capacity

with steam from any steam-generating source.
Representative HOSMER. At $125 an installed kilowatt, a conven-

tional plant of 800,000 kilowatts should cost you about $100 million.
That is $30 million less than this proposition. So that alternative
would be more advantageous to Bonneville than the one before us;
would it not?
Mr. LUCE. Our staff considered such information as was available

on alternative steamplants in taking a look at what the advisability
of entering into this contract was, and their advice to me was that this
was as good or better than any other alternative that appeared to have
any degree of probability.

Representative HOSMER. You do not know what that opinion was
based on?
Mr. LUCE. Well, I think it was based on 
Representative HOSMER. The same kind of calculations I have made?

Or something else?
Mr. LucE. Well, somewhat more detailed calculations than you have

made, Mr. Hosmer.
There has been a proposal, and, as a matter of fact, there is now a

proposal for the development of steam-generating facilities at Roslyn,
Wash. And over the last 4 or 5 years there have been various studies
made of the different ways of developing that coal deposit for steam
generation.
Now, Bonneville has not been doing this, but our staff has been in

touch with the engineers that have been doing it, and I think that the
main basis of comparison on which they advised me, as I have indi-
cated, was on such information as they could get with respect to the
alternative costs of that project.

Representative HOSMER. I would imagine it had something to do
with the benefits which accrue to the AEC in addition to those to
Bonneville. Is that it?
Mr. LUCE. Of course, as a Federal agency, I think we have had that

to take into consideration, too. The Federal Government has this
money invested in the Hanford plant, and if we can help the Bonne-
ville consumers, and at the same time, help the Government get those .
$25 million back, I thought we had some kind of a moral obligation
to do so.
Senator HICKENLOOPER. Would you yield for a clarifying question,

at least clarifying tome?
Mr. Hurd, you said you had calculations made on this matter and it

was recommended that this proposition was as good or better than any
other proposition that was available. Why would it be better?
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Or Mr. Luce?
Mr. LUCE. I think I was the one who said that.
Senator HICKENLOOPER. Mr. Luce, yes.
Mr. LUCE. Well, better from the standpoint of the cost of the firm

power that would be produced.
Senator HICKENLOOPER. That would be because you would be getting

the steam produced by the Government cheaper than you could pro-
duce it yourself.
Mr. LUCE. No. The basis of comparison I used in the testimony to

which you are referring was the cost of firm power to be produced by
new hydroelectric projects that have been authorized by the Congress
on the Snake River.

Representative HOSMER. My question pertained, however, to con-
ventional sources.
Mr. LUCE. I understand that, Mr. Hosmer, but I think Senator

Hickenlooper was asking me about some previous testimony, if I under-
stood him.

Senator HICKENLOOPER. Just a question you answered a moment ago
when Mr. Hosmer asked you whether or not you had calculations on
other sources and built your own steam plant, or something of that
kind, and I think you said this proposition was as good or better than
other propositions which might be available for the production of this
power.
Mr. LUCE. On steam; yes. The one steamplant that I mentioned

that we had used, you might say as a basis of comparison, is the only
one being seriously proposed as far as I know in the region, and that
is the one at Cle Elum, Wash.

Senator HICKENLOOPER. The only reason I say 
Is it a cheaper proposition because you can get the steam at a cheaper

price from the Government than you could produce it yourselves?
Mr. LUCE. No; I don't think that is correct.
Senator HICKENLOOPER. Why is it a better proposition?
Mr. Dim. Well, if anyone is going to put in a steam-generating

plant to be fired with coal or gas or oil, you have to build a boiler
system to go with your turbines and generators. Now at Hanford for
defense purposes, in effect, a boiler is being built for the manufacture
of plutonium, and all that is necessary is to add the turbines and
generators.
So a large portion of the cost of a steamplant is, in effect, assigned

to the defense purpose.
Senator HICKENLOOPER. For defense purposes.
Mr. LUCE. For defense purpose; yes.
Senator HICKENLOOPER. So that your project would be taking ad-

vantage of that fact, that it is already existing, and you would not
have to pay for that boiler?
Mr. LUCE. I don't think we are taking advantage of anybody. We

are offering the Government the only chance to get its-
Senator HICKENLOOPER. I do not mean anything undue. I do not

mean anything insidious about it. But when I say take advantage of
it I mean it is an opportunity any businessman would take advantage
of if he had the opportunity to so take advantage.
Mr. LUCE. We think it is a fair bargain on both sides.
Senator HICKENLOOPER. May I ask one or two questions more. May

I ask either Mr. Luce or Mr. Hurd.
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What about the proposition that you want to build this generating
plant on leased ground, ground leased from the Government? And
what about just a plain, simple contract? And you can do whatever
you want to with Bonneville within their legal limits make any ar-
rangements you want to. Just a plain, simple contract to buy steam
from this reactor if, as, and when the Government produces it in
connection with its production of plutonium, and just let it go at
that. And we then leave interlocking contractual arrangements and
confusing webs of associations out of this thing. You buy the steam
just straight. You just buy the steam at fair value based upon its
production costs as measured by any kind of industry yardstick that
would be fair. You just buy the steam and forget all about it and
buy it so long, and if, as, and when the Government was able to fur-
nish this steam in connection with its defense plutonium operation.
That would mean that when it shut down you would not have any
steam, and if we went out of the plutonium business out there you
would not have any steam. But you would have steam as long and in
such quantities as they produced it in connection with the defense
operation of the plutonium plant. Just make it simple, you see.

Personally, I would not think that would be a very good deal for
you, but I am just asking about it. I think this deal depends upon
your reliance, both of you, upon the fact that the Government will
eventually become obligated to keep that plant going whether we
stay in the plutonium business or not. I am just saying that frankly.
Mr. HURD. The answer to that is that the output of the NPR is

nonfirm power.
Senator HICKENLOOPER. That is right.
Mr. HUED. There are times when it is completely zero. Yet it pro-

duces large quantities of energy, and it requires reserves such as are
available at the Federal plants under this arrangement to make it
usable and attractive to the utilities. So we just simply cannot pay
much for nonfirm power.
Senator HICKENLOOPER. I understand that, and I said a moment ago

I thought it would be a good deal for you, of course. It will be a good
deal for you if you can get the Government, either morally or legally,
committed to maintain the operation of that reactor there even though
we do not need the plutonium, but arrangements to maintain the
operation of that reactor even in the face of a lack of need for pluto-
nium in order to keep your generating plants going. Now is the point
that enters into this thing.
Mr. LUCE. Senator Hickenlooper, under the contracts the Govern-

ment does not have to keep manufacturing plutonium in order to keep
on producing power. The supply system has a lease on the reactor
when it is not being used to make plutonium. They will opreate the
reactor for the production of power. So the Government has no
obligation, moral or otherwise, to continue to operate that reactor.
Senator HICKENLOOPER. It would be necessary, however, for you

to take over or for whoever enters into this contractual arrangement,
for somebody to take over the operation of this reactor for the produc-
tion of power in the absence of a plutonium necessity. That clarifies
it very thoroughly.
Senator JACKSON. Might I just make a comment, Mr. Chairman.
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If I might state the other side of this, without this kind of an
agreement, and if we reach a situation either through arms control
or by reason of there being no longer a need on the part of our
defense people for plutonium, we would have this and other pluto-
nium reactor on a standby basis with a deficit being incurred on each
and every one of them each month for the maintenance of these
facilities.

Is this not correct, Mr. Quinn?
Mr. QUINN. It is correct, sir.
Senator JACKSON. And, as I understand the situation of all of the

reactors, this will be the only one where in a shutdown the Govern-
ment will get some revenue true, not as much as it would get under
a dual-purpose operation.
Is that not correct, Mr. Quinn?
Mr. QUINN. If the reactor were not required for plutonium pro-

duction, and if this power project went forward, the reactor would
continue in operation beyond the period of need for plutonium.

Senator JACKSON. And there would be some return to the Atomic
Energy Commission.
Mr. QUINN. During the power-only period there would be no sub-

stantial financial return to the Atomic Energy Commission as during
the dual-purpose period.

Senator JACKSON. I said there would be some return.
Mr. QUINN. There would be some return from the standpoint of

the experience in operating a large nuclear powerplant which would
be of benefit to the nuclear power development program. There
would also be a savings to the AEC of what would otherwise be
standby costs. If it had to be shut down there would be a continuing
standby cost of perhaps $300,000 per year.

Senator JACKSON. For the one reactor.
Mr. QUINN. For the one reactor.
Chairman HOLIFIELD. And how much expense for a startup? I

believe you testified to that the other day.
Mr. QUINN. There would be about $5 million if we had to start

up the reactor from a cold condition whereas if it were operating for
power purposes, to return it to plutonium purposes would involve
only about $1 million.
Chairman HOLIFIELD. And the time element that would be involved?
Mr. QUINN. The time element would be quite different. If it had

been shut down, it would probably take upward of 2 years to recruit
and train an operating crew to operate the reactor for production pur-
poses whereas if it were in operation for power, the trained crew to
operate the reactor would be readily available and the reactor could
be converted to production directly.
Chairman HOLIFIELD. There is one point that has not been covered

that possibly Mr. Hosmer has suggested.
If there have been feasibility studies on the part of the WPPSS

as to the effectiveness of the utilization of this steam in the generator
by any competent group, we would like to have that from either
the Bonneville or the WPPSS or both.

Representative HOSMER. Mr. Chairman, I would suggest that that
information lies in the hands of the Commission at the present time.
It involves how likely we are to get the 800,000 kilowatts as planned.
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Chairman HOLLFIELD. I believe Mr. Hennessey or Mr. Quinn could
respond to that question. That is, as Mr. Hosmer has said, the likeli-
hood of there being 800,000-kilowatt capacity available.
Mr. QUINN. On that point the design effort and the research and

development effort that have been underway at Hanford for the past
several years have been directed to the successful accomplishment
of the operation of the NPR at the operating conditions that have been
projected.
I believe it was testified by the General Electric people last year that

our research and development program was proceeding satisfactorily.
Representative HOSMER. I had particular reference to the fact that

in last year's record we did have everything going along fine, and
some of the problems that were mentioned in previous testimony, in
previous years had been overcome. But since last year's testimony
and this year we have had the problem of the pipe and some other
things possibly that have come up, and I think if we are going to be
assured that the risk that is involved in here is not an undue one we
should have something in the record that predicts this thing is going
to work out as planned.
Could you have a short statement based on what Burns & Rowe

and other people have in their files?
Mr. QUINN. The major difficulties that have been encountered have

been in the procurement and construction of the reactor and its com-
ponents. We, of course, have not yet operated the reactor. We have
done as much research, development, and testing work on components
as is possible outside of the full-scale operation of the reactor. For
example, tests have been run on the fuel elements, mocking up NPR
conditions the results of these to date give us every confidence that
we will be able to achieve the design operating conditions.
Representative HOSMER. There was a question about the tempera-

ture and quality of the steam that we might be able to get out. Has
that been resolved?
Mr. QUINN. On that point, we were initially uncertain as to the

performance of the steam generators to be put into the NPR. Later,
actual tests were conducted on mockups of portions of the heat ex-
changers, and these showed somewhat better performance than the
original designs had contemplated. This, together with studies on
improved flow control in the reactor, was the cause for increasing the
power-only steam pressure to 370 p.s.i., which took place about a
year ago.
Representative HOMER. There was an estimate of 14 shutdowns

annually, I think, that might involve repairs, unscheduled shutdowns,
and then there was, I think, another 12 shutdowns for refueling or
something of that nature.
Mr. QUINN. Approximately, sir.
Representative HOSMER. Have there been any improvements in

those estimates?
Mr. QUINN. There would be no change in those. The refueling

estimates are ones that are dictated by the production operation,
where periodic shutdowns are necessary to get the plutonium out and
delivered.
As far as the unscheduled outages are concerned, there has been

no change in that estimate.
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Representative HOSMER. No improvements?
Mr. QUINN. There have been no improvements. It is strictly an

estimate as to the number of minor difficulties that may be encountered
to interrupt operation.

Representative HOMER. Do they run any more reliability tests on
your auxiliary pumps and valves? Have they since last year?
Mr. QUINN. To the extent that we have been able to conduct

reliability tests on components as they have been produced, these have
been done. Where difficulties have been encountered we have, of
course, corrected these.

Representative HOMER. I am not through.
That is not too strong a statement, but—
Chairman HOLIFIELD. Undoubtedly, before your 16 entities that are

in your organization agreed to go on this, Mr. Hurd, they must have
sought professional advice as to the usability of this steam and so
forth.
Mr. HURD. Yes, that is right.
Chairman HOLIFIELD. Whom did you seek it from? And did they

make a report to you that can be submitted to the committee for its
records? Or can you state it?
Mr. HURD. I believe we can supply for the record statements from

our consulting engineers.
Chairman HOLIFIELD. Mr. Hosmer, I think, wants something in the

way of a tangible expression—and I agree with him—in the record
as to the feasibility of this matter, although I recognize that in taking
over the obligation of $131 million your group is convinced that it is
feasible.

Nevertheless, our record is incomplete unless we do have some type
of statement or analysis or study or something that you and others
may be relying on.
Mr. HURD. Yes. I am sure we can supply that for the record.
Chairman HOLEFIELD. Bonneville made a study.
Now can you supply that so that we can have it for printing in the

record no later than tomorrow?
Mr. HURD. I can't think now 
Chairman HOLIFIELD. Can you prepare a statement based on the

study so that we can have it? You must have access to those figures.
Mr. HUED. Yes, I think I can get in contact with the principal con-

sultants.
Chairman HOLIFIELD. You understand the urgency of this in the

legislative program. And we want to present as full and complete a
record as we can in our hearings.
Mr. HURD. Perhaps Mr. Luce—I know that they have had the ad-

vice and the view of the studies made for us, and perhaps their con-
sultants might furnish something.
Chairman HOLIF1ELD. All right.
Mr. Luce, will you respond to the question?
Mr. LucE. We had some analyses made of the costs of these tur-

bines and generating facilities because I was very concerned that
the cost estimates that were used last year be verified. These esti-
mates were made by TVA steam engineers who have had a lot of
experience with this sort of thing. I can have my office in Portland
airmail tonight---



116 HANFORD NEW PRODUCTION REACTOR

Representative HOSMER. I am not talking about costs, Mr. Luce. I
am talking about whether or not this plant is going to work and has
a reasonable chance of putting out 800,000 kilowatts and has a suf-
ficiently reliable schedule to make this arrangement practicable.
Mr. LUCE. In connection with the report, Mr. Hosmer, the engineers

who made the study also gave us the opinion that the steam pressures
were adequate and that the turbine designs would be conventional and
so forth, and that there was no operating problem.

Representative HOSMER. But how about the actual supply of steam
and so forth?
Mr. LUCE. This was an analysis of the power end of it; not an

analysis of the reactor itself. I have used Dr. Starr on that, from
our standpoint. But principally we have relied on Atomic Energy
Commission in that regard.
Now if you want the results of this cost and turbine design analysis,

I will get it. If you do not want it, I will forget about it.
Representative HOSMER. I rather think the Atomic Energy Com-

mission might prepare the statement we want.8
Chairman HOLIFIELD. All right.
The Chair is going to ask you, Mr. Quinn, and Mr. Hennessey, to

take such steps as are necessary to bring to the committee a statement
with such documentation, with reference at least to documentation as
you have on the subject that Mr. Hosmer has raised. We would like
to have this, if possible, to send to the printer tomorrow afternoon.

Senator JACKSON. Mr. Chairman, I would like to suggest that I
believe Mr. Hurd had a statement, and obviously he has made it
several times, but I would ask that it be included in the record.
Chairman HOLIFIELD. Without objection, the formal statement of

two or three pages will be included.
(The statement referred to is as follows:)

STATEMENT BY OWEN W. HUED, MANAGING DIRECTOR, WASHINGTON PUBLIC POWER
SUPPLY SYSTEM

I am Owen W. Hurd, managing director of the Washington Public Power
Supply System ( Supply System), whose headquarters are located at 130 Vista
Way, Kenewick, Wash.
The Supply System is a municipal corporation of the State of Washington com-

posed of 16 public utility districts and was formed in 1957 for the purpose of
providing an adequate and low-cost future power supply for its members and
others to supplement power obtained from Federal and other sources.
Supply System member systems range in size from small systems serving

rural areas and small communities to relatively large systems serving cities
and large industrial loads. Total number of customers served by Supply System
members amount to approximately 230,000 whose present total annual peak-
load exceeds 1,100,000 kilowatts and 5 billion kilowatt-hours with total annual
revenues of $42 million. It is expected that the power requirements of the
Supply System members will double in about 10 years.
Members of the Supply System include those which purchase their entire

requirements from BPA and those which obtain a portion of their power require-
ments from their own resources. The latter include the Grant County PUD,
which recently celebrated the completion of the $166 million Priest Rapids Dam
on the Columbia River with an installed capacity of 831,000 kilowatts and have
under construction the $195 million Viranapum Dam, companion project up-
stream from the Priest Rapids project, which will have an installed capacity of
866,000 kilowatts. Another member is Chelan County PUD, which owns and
operates three hydroelectric projects with a total cost of nearly $400 million and
capacity of 1,083,000 kilowatts which include the Rocky Reach and Rock Island
projects on the main stem of the Columbia River. Another member, the

8 See JCAE print, p. 119.
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Douglas County PUD, has an FPC license pending for the 500,000-kilowatt Wells

project on the Columbia River. The major portion of the output of Columbia

River projects of these members have been contracted for by private utilities

of the region. Other Supply System members also own and operate generating

plants and are investigating the feasibility of undertaking new projects. The

Kittitas and Grant County PUD's, both members of the Supply System, are

currently investigating the engineering and economic feasibility of a steam-

plant using local Cle Elum coal deposits.
Projects to be undertaken or investigated by Supply System are those which,

by reason of pertinent circumstances, are considered by the members and other

involved to require or benefit from Supply System development.
The Supply System has presently under construction a small (26,000 kw.)

hydroelectric project in Lewis County, Wash., and an application pend-

ing before the Federal Power Commission for a license to construct the 3 million

kilowatt multipurpose Nez Perce hydroelectric project or its alternate, the

smaller Mountain Sheep project, on the Middle Snake River between the States

of Oregon and Idaho. Since its formation in 1957, the Supply System has under-

taken the investigation of other potential projects to meet future power require-

ments of its members and others.
Members of the Supply System last year supported efforts to obtain congres-

sional authorization and appropriations for the Federal construction of power

facilities using steam from the convertible new plutonium production reactor

under construction by AEC at the Hanford project near Richland, Wash.

After the defeat of this proposal by Congress and as a result of a proposal

made by Mr. Earl Coe, Director of the Washington State Department of Con-

servation, the Supply System undertook the investigation of the feasibility of

non-Federal ownership including financing, construction and operation of the

NPR facilities. On November 28, 1961, the Supply System submitted to AEC

and BPA a proposal to finance, build and operate power facilities to utilize the

waste heat from the NPR during its operation for the production of weapons-

grade plutonium and the full heat capacity of the reactor when operated for steam

production purposes only.
During the intervening months the Supply System has participated in nego-

tiations and discussions with representatives of BPA and AEC that have resulted

in drafts of agreements which are considered to be suitable for the implementa-

tion of the Supply System proposal.
I understand that current drafts of those agreements for the exchange of

NPR power facility output with BPA for the delivery of firm power to utility

participants and the contract for the use of NPR waste heat, the lease of a site
for the power facility and the NPR during periods of power only operations have

been described to the committee during this hearing by representatives of

BPA and AEC. It would therefore, be repetitious to attempt further analysis.
The Supply System has recognized the need for BPA and AEC to obtain appro-

priate congressional clearance before entering into agreement and contracts for

the financing, construction and operation of NPR power facilities by the Supply
System.
The Supply System has undertaken studies of the economic feasibility of under-

taking this project under terms and conditions anticipated by the proposed con-

tracts, and these studies have indicated that it would be to the benefit of the

Supply System members and participating utilities to enter into such contracts.
However, formal approval and consideration by the Supply System and utilities
participating in the exchange arrangement now awaits congressional clearances
necessary before AEC and BPA can enter into such agreements.
In view of the many benefits to the region and Nation that will result from the

proposed arrangement for ultilizing the waste heat from the NPR to meet the
power needs of the Pacific Northwest, we urge this committee to take appropriate
action to bring about any required congressional authorizations.

Chairman HOLIFIELD. Will the committee give the Chair the dis-
cretion to accept such pertinent documents, which may not have been
included, or can the staff give us a list of those documents which
have been included in the record at. this point.
Mr. Ramey?
Mr. RAMEY. I do not think we have them listed.



118 HANFORD NEW PRODUCTION REACTOR

Chairman HOLIFIELD. If there are any pertinent, I will be very
happy to confer with a number of the minority as to any additional
documents.
Senator JACKSON. I suggest that the Chair be empowered to receive

from any members of the committee or from the participants any
material.
Chairman HOLIFIELD. This amounts to documents pertaining to this

matter that you brought up, Mr. Hosmer, and any other letters be-
tween Government agencies and Members of Congress, the committee
and so forth which may have been inadvertently left out of the rec-
ord. We will try to compile this, and I will go over this with Mr.
Van Zandt.
I will be glad to go over this with you: as to admissibility.
Senator DWORSHAK. Mr. Luce, you testified earlier today that you

were hopeful that BPA would get considerable power generating at
NPR. I think you estimated the cost of that power to BPA. Did
you?
Mr. LUCE. Yes.
Senator DWORSHAK. What was the figure?
Mr. LUCE. During the dual-purpose period, the first 7 years, the

cost at the generator is approximately $12 a kilowatt-year. Assum-
ing that you then, after the seventh year, go into single purpose
power only operation of the reactor, the cost of the life of the project
would average out, according to our estimates at $22 a kilowatt-year.
Senator DWORSHAK. And you compared that with the cost of power

generated at some of the lower Snake River dams which was slightly
higher.
Mr. LUCE. Right. And Bruces Eddy.
Senator DWORSHAK. On that basis

' 
how do you justify BPA selling

the power at $17.50 per kilowatt-year?
Mr. LUCE. Like any utility, Senator Dworshak, we have to average

the costs from all our projects and sell the power at an average cost.
Now,undoubtedly as the years go by, the average increases. Every

project we add increases our average cost. And we are not the only
electric utility that is having that experience.

Senator DWORSHAK. You have said on several occasions before Sen-
ate committees during this year that you were hopeful that BPA
could increase its revenue and eliminate the annual operating deficits.
Does that not imply that BPA will have to raise its rates very soon?
Mr. LUCE. Well, if we can't find a market for this secondary en-

ergy that we are putting over the spillways, the answer to the ques-
tion is "Yes."
Senator DWORSHAK. But you say over the 5-year procedure you

cannot consider rate increases until December 1964.
Mr. LUCE. 1964; that is right.
Senator DWORSHAK. But can you go along for that interim with-

out having a showdown on this rate question?
Mr. LUCE. Well, at the end of fiscal 1961 we have still had approxi-

mately a $38 million surplus.
Yes; I think we can. But we can't go beyond it. I mean we are

going to have to have a showdown at that time.
Senator DWORSHAK. But as you face constantly increasing costs of

the power distributed by BPA, there is growing awareness that you
will face many problems inherent in your operating deficits.
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Mr. LUCE. Yes.
Representative VAN ZANDT. Mr. Chairman, several times during the

course of the hearing questions have been inferred contingent on wit-

nesses of the GAO appearing before us.
Chairman HOLIFIELD. Well, if there is any demand for the GAO, as

I say, we are not contesting the GAO opinion. We are proceeding

in accord with the recommendation of the GAO. There is no oppor-

tunity, as far as we are concerned, under the time period of arguing
as to the validity of it or not. For the purposes of legislative action,

we are proceeding as though it is valid.
Representative HOSMER. In other words, you are accepting the opin-

ion of the General Accounting Office.
Chairman HOLIFIELD. I am accepting it only from the standpoint

of the urgency in time and the legislative action. I am rejecting it
completely from the standpoint of the legal opinion of both the AEC
and our own committee, but this is beside the point. The point is
that we are proceeding.
If an amendment authorizing this is submitted to the Congress,

as I understand it, this is in accord with the GAO's opinion be-
cause the GAO says that without congressional authority they cannot
proceed.
So, for the purpose of our own committee's procedure, we are ac-

cepting the GAO opinion as though it were valid, and not raising the
point as to whether it is valid or not valid.
I hope I have made myself clear.
Are there any further questions?
Senator JACKSON. Mr. Chairman, there are just one or two things

I want to mention before we close.
I do think, in fairness to the people who are not here, namely, the

private utilities, they not having had a chance to testify., the Chair
should be empowered to invite a representative of the private utility
industry to give to the committee their best estimates on the disposi-
tion of this waste steam and any proposal or suggestion that they
might have.
Chairman HOLIFIELD. The Chair has stated repeatedly that if there

was a question, we would accord that type of witness the courtesy.
However, we are faced with a time element, and I understand that Mr.
Westland did approach some of the people in his area that are in the
private investor group, and that they declined to come before the
committee on this subject.
Now, I do not think that the gentleman wants the coimnittee to hold

up the printing of the hearings.
Senator JACKSON. No. I just want to make sure, to find out whether

they would like to be represented.
The second thing I want to mention 
Chairman H0LIF1ELD. To clear that matter up, if there is any state-

ment that can be furnished to us before going to print, we will accept
it for the printed record. If it comes in before the hearing of the
bill on the floor, it can be made available to anyone who wishes it.
Senator JACKSON. Fine.
In connection with the suggestion that I made this morning, I want

to get this straight for the record.
The Chair will recall, and the members of the committee who were

here, that I suggested that in connection with any amendment that
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might be offered in the House, not less than one-half of the output
be offered to the private utilities on a nonpreference basis; that is,
without regard to either the preference clause in the Bonneville Act
or the preference clause in the Atomic Energy Commission, section 44.
I would like to ask Mr. Luce or Mr. Hurd if Bonneville could make

that particular contract directly in view of certain inhibitions in the
WPPSS.
Can that be done so that with assurance the intent of Congress on

this particular point will be carried out? Are there any legal in-
hibitions?
Mr. LUCE. Not if the Congress authorizes us to do it.
Senator JACKSON. As I understand, there is some question maybe

that the contract would have to run also from the Washington Public
Power Supply System, and that there might be some difficulty in this
regard under existing law.
Mr. LUCE. No; I don't think there is any difficulty. At least our

lawyers don't think there is any.
Senator JACKSON. Let us verify it.
I will yield to Mr. Hosmer.
Representative HOSMER. In this power exchange, the power that

the participants received from Bonneville becomes their power, and
whatever preferences they are operating under apply. These would
be those applicable to public power bodies in the State of Washington.
Would it violate Washington law or the charters of these public

corporations to require in this act that they give half of the power
to a private purchaser?

Senator JACKSON. Before you answer that, I could help my col-
league on one point, and that is that the public bodies in our State
who have built large generating systems on the Columbia River do
now have long-term contracts for the sale of that energy to private
utilities. Those contracts, of course, have been properly approved
by the bonding companies, involving millions of dollars, as being duly
authorized under the laws of the State of Washington. I had not
thought about that earlier.

Representative HOSMER. Let us find out what the laws are with
respect to this.
Senator JACKSON. I think this should be clarified.
Representative HOSMER. Then there is the question of whether such

a revision—they would have to hold it and not sell it. Or, in other
words, would it interfere with the economics of the project?
Mr. LUCE. Could I suggest that the attorneys for the Washington

Power might supply it?
Representative HOSMER. Is he here?
Mr. LUCE. No, but he is in Seattle. I assume Mr. Hurd could call

him and get an opinion.
(The opinion referred to above follows:)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM,
Kennewick, Wash., July 12, 1962.

Hon. CHET HOLIFIELD,
Chairman, Joint Committee on Atomic Energy,
U.S. Capitol, Washington, D.C.
DEAR MR. CHAIRMAN: Yesterday, during the concluding period of the hearing

by your committee on the WPPSS Hanford power facility contractual arrange-
ments, you requested that I report to you before 4 p.m. today on the following:

1. Results of a telephone survey of members of the board of directors
of WPPSS as to their reaction to a proposal that 50 percent of the project
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output be made available to private utilities either by statute or as WPPSS
policy,

2. Results of a similar inquiry to northwest private utilities as to their
interest in participating in the proposed exchange arrangements on the
basis of (a) a statute that would specify that 50 percent of the project
output be made available to the private utilities or ( b) on the basis of a
WPPSS policy which would reserve the same amount to them. It was
recognized that a time limit for any such reservation would be applicable
in order to finance the project as presently anticipated.

3. Make inquiry of our counsel as to any adverse legal problems which
might be created by such a reservation.

With respect to the reaction of the WPPSS board members, 8 of the 16 mem-
bers were consulted. The consensus was that since WPPSS had already made
every reasonable and timely effort to invite participation by the private utilities,
and since this invitation had met with only minor expressions of interest from
such utilities, it would appear to be inappropriate to now endorse a proposal to
make mandatory a reservation of 50 percent of the project output to the private
utilities.
With respect to the inquiry of the private utilities with regard to this matter,

I sent the attached copy of a telegram to the six private utility companies in
the Pacific Northwest as indicated. As of the writing of this letter I have not
received any response to the telegram. In addition, I contacted by telephone
Mr. Hugh Smith, attorney for the Pacific Northwest Power Co. in Portland, Oreg.,
and supplemented information contained in the telegram. He advised me
that he would contact his clients regarding this matter.
Our attorneys have advised me that they now foresee no adverse legal effects

were such a reservation to the private utilities established either by statute
or policy.

It is my opinion that although members of the WPPSS board have expressed
disfavor of the 50-percent reservation proposal, if such a provision were made a
part of any authorizing statute or condition they would, as they have up to
this time, continue in their efforts to bring about the use of the NPR wast,'
heat for the maximum benefit of the region and Nation.

Very truly yours,
OWEN W. HUED, Managing Director.

reopy of a telegram sent to Pacific Northwest private utility companies on July 12, 1962]

Yesterday at the hearing before the Joint Committee on Atomic Energy,
Chairman Holifield requested that I make inquiry of the private utilities of
the Northwest as to their interest in participating in the proposed exchange
arrangements described by BPA Administrator Luce before committees of
Congress on the basis of a statute which would specify that 50 percent of the
project output be made available to the private utility companies of the North-
west or on the basis of a WPPSS policy which would reserve the same amount
to them. I was requested to report the results of this inquiry to the JCAE by
3 p.m. e.s.t. today. Please direct response to me at the Claridge Hotel, Wash-
ington, D.C.

KENNEWICK, WASH.

BOISE, IDAHO.

PORTLAND, OREG.

PORTLAND, OREG.

SEATTLE, WASH.

SPOKANE, WASH.

BUTTE, MONT.

WASHINGTON PUBLIC POWER SUPPLY SYSTEM,
OWEN W. HURD, Managing Director.

IDAHO POWER CO.,
T. E. ROACH, President.

PORTLAND GENERAL ELECTRIC CO.,
F. M. WARREN, President.

PACIFIC POWER & LIGHT CO.,
D. R. MCCLUNG, President,

PUGE'T SOUND POWER & LIGHT,
J. H. CLAWSON, President.

WASHINGTON WATER POWER CO.,
G. M. BRUNZELL, President.

MONTANA POWER CO.,
J. E. CORETTE, President.
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Chairman HOLIFIELD. Any such amendment as this—and I am not
saying from a substantive standpoint that I am against it, but I am
saying this, that if this would suspend the WPPSS ability to enter into
this contract, or set aside a permanent reserve or even a contractual re-
serve element, not subject to your immediate usage in case you do have
use for it, this would affect your income and, therefore, affect your
responsibility on the bond issue would it not?
Senator JACKSON. Mr. Chairman, may I make my point clear on

this.
I was not suggesting that this be held open indefinitely; just for a

reasonable period of time. We could work that out so that the utilities
would have an opportunity to make a decision. My thought was en-
tirely limited, of course, to a reasonable period of time because you
have to have these contracts before the bonding companies will want
to go forward, and it is a condition precedent to the condition of the
bonds, and the bonds would never be sold.
Chairman HOLIFIELD. Therefore, just assume the board did not want

to buy, as they have not; they have had this offer before them before
as I understand it, and so far the private power group has not re-
sponded to it.
Is that not true?
Let us find out. I think we have had testimony on this.
As I understand it, you have contacted private investor utilities

and have offered to allow them to participate in this. Is that right?
Mr. HURD. Yes, sir; that is right.
Chairman HOLIFIELD. And have you had any response?
Mr. HURD. Yes. We have had, as I recall, a response from two of

the five. And one of them was to the effect that they would be in-
terested in its consideration when more details are available, and we
have advanced further in our negotiations and planning.
The other explained various reasons why they would not be inter-

ested in it, and that was the extent of the response.
Chairman HOLIFIELD. All right, sir.
Now, if such an amendment is entertained by the committee

' 
what

would you suggest as an offering? 90 days? 6 months? a year?
Mr. HURD. At the time it was decided by our organization that it

was necessary to execute these agreements, whenever that may be,
whether it is 2 months from now or 3 months from now. But there
will come a time when we will have to have executed all of these ex-
change agreements in order to sell our bonds.
Chairman HOLI-FIELD. Certainly.
Mr. Hum. And that will be a matter of months.
Chairman HOLIFIELD. That is why I look upon this with some con-

cern and I think this is a matter that should be very carefully explored.
Air. HURD. I would like to say this, that I discussed this matter of

the long-term contracts or contracts with private utility companies
with our attorney this morning, and the susbtance of our discussion
was, and his opinion expressed to me at that time was that the statute
itself would not impose any prohibition as to this thing you suggest
because we have to offer to our members power which is determined to
be surplus. But the supply system will make that determination, and,
of course, it will take into account such statutes as may be enacted
with regard to this NPR plant.
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Senator JACKSON. And this option I assume the utilities would have
for a reasonable period of time. I am not offering this to hold up
the construction. This, in effect, would be power that would not be
surplus until such time as the utilities turned it down right?
Chairman HOLIFIELD. Until the private utilities turned it down.
Senator JACKSON. Yes.
Mr. HURD. The determination of surplus would be a matter of the

judgment of the members themselves, and a lot of factors would enter
into that.
Senator JACKSON. Mr. Hurd, I know there have been discussions,

and I have talked to some of the private utility representatives some-
time ago, that they ought to indicate whether they are interested in
this even on a long-term basis. I am wondering if your organization
made suggestions to them on the sale of this power on a long-term
basis with no pullback through the Bonneville system.
Mr. HURD. No. At the time that inquiry was addressed we had not

developed the exchange agreement to the point where it is now.
Senator JACKSON. So this proposal I made this morning would be

new to them in this form, would it not?
Mr. HURD. I would think that it would be.
Senator JACKSON. I would think that there is an opportunity here,

Mr. Chairman, that we ought to explore with some proper safeguards
to make sure that this power could be sold, with the assurance that it
would be long-term with no pullback provisions. That is one that I
would hope contacts would be made on between now and when we meet
possibly tomorrow in executive session to see what could be worked out.
I would like very much for the representatives of your group, Mr.

Hurd, for you and the representatives, to see what could be worked
out.
Mr. HURD. Very good.
Chairman HOLIFIELD. I do not want to write into an amending

statute, an authorizing statute, a rigid requirement which might nul-
lify the whole package deal.
I have no objection to the purpose that the Senator has in mind,

but it would have to be done in such a way that it would not cripple
the WPPSS in assuming the liability for the bond issue, or just by lack
of interest on their part or delay you might not be in a position where
you could consummate your part of the contract, I mean the require-
ments for bonding.
Senator JACKSON. Mr. Chairman, it seems to me that inquiry could

be made to find out how long the private utilities would need to
make a decision. This is almost like a gift from Heaven in a sense.
In the Northwest we are talking about making power available at
the Bonneville rate, $17.50 a kilowatt-year on a nonpreference basis.
Well, twist it around the other way on a preference basis to the

private utilities. This is something that has never been done any
place in the United States.
I am interested in the accomplishment of this project because I

do think sincerely it is in the national interest, and I think it is
reasonable that the utilities be given an opportunity to purchase
not less than half of the output.
I made some suggestions along this line last year,and I do believe

that the power situation in the Northwest, Mr. Chairman, being
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what it has been testified to, either today or previously at least by
Mr. Luce, that the private utilities have a very definite need for
power on a long-term basis, and the public bodies being in fairly
good shape as far as the next few years are concerned, that this can
be done in equity to the private utilities and in equity to the public
bodies who do have under the law a position of preference.
Representative HOSIVIER. Is Mr. Hurd in a position to commit the

WPPSS to that proposition as of now, before this committee?
Mr. HURD. I am merely expressing my opinion. I don't think that

this matter requires a commitment.
Senator JACKSON. Well, make it a condition.
Representative HOMIER. These gentlemen want to make sure you

do it. Are you going to do it g
Mr. HURD. I am sure that if it is written into the authorizing act,

we will either have the choice of 
Representative HOSMER. They may not find a way to write it into

the authorizing act. Or they may run into some other difficulties.
Are you able to make a commitment on behalf of WPPSS to offer

at least half of this participation to private utilities?
Mr. HURD. No, I am not in a position to do so. .
Senator JACKSON. Well, can you get that authority?
Chairman HOLIFIELD. Let the Chair suggest that you contact your

people between now and tomorrow afternoon at. say, 3 o'clock, and
also private utilities, and explore this matter, and then have someone
up here tomorrow afternoon at 3 o'clock to give us some further as-
surance on this matter.
We do not want to write it in unless it is desirable or workable.
( A letter subsequently received appears on p. 120.)
Mr. HURD. I see the difficulty is just expanding the process of ask-

ing opinions of individuals, because the ones that I would contact—
they themselves would not, without having a meeting called and going
through the regular procedures, come to any binding act on the part
of the Supply System.
Chairman HOLIt'LELD. We will probably have until Tuesday, as I

understand it, before we go to the floor. This would give you several
days. But we want to meet tomorrow afternoon at 4 o'clock if we
can to start working on some amendatory language.
Mr. Van Zandt has informed me that he will be out of town Friday.

So the Chair is going to ask that a notice be sent out for the committee
to meet in executive session tomorrow afternoon at 4 o'clock.
If you could get us any information before that time that would

give us a feel of this matter, we could then consider this point further.
Mr. HURD. I can certainly poll the members of my board this after-

noon and report to you their reaction to this proposal. That is
about the extent of what I could do.
( See letter concerning the above on p. 120.)
Senator JACKSON. We will get that. And then we can handle it.
Chairman HOLIIIELD. That is all you could be expected to do.
Senator JACKSON. We could handle that with proper language.
Mr. Luce, I assume that you would have a part in this; not with

his group, of course, but from the Bonneville point of view in making
certain that the exchange of power would not in any wise, in the
disposition of it to the private utilities, come in contact with either
the preference position of the Bonneville Act or section 44 of the



HANFORD NEW PRODUCTION REACTOR 125

Atomic Energy Act or any other Federal statute that would be ap-
plicable. Could you have a statement concurrently with Mr. Hurd's ?
Mr. LUCE. Yes, I could have an opinion from our Washington

counsel as far as the Bonneville Act is concerned. I do not know
that we are any great experts on section 44.

Senator JACKSON. We will make it tripartite here and have Mr.
Hennessey supply something.
Mr. HENNESSEY. We have already testified, Senator, that we do not

have any problem with section 44, with the secondary distribution
of the energy. It is only on the sale by the Commission.
Senator JACKSON. By a direct sale.
Mr. HENNESSEY. Yes.
Senator JACKSON. Well, could you have a letter to the chairman

concurrent with Mr. Luce's opinion under the provisions of the Bon-
neville Act, and then Mr. Hurd would have his statement, and we
will have the three which I think covers the situation, Mr. Chairman.
(Letter from Mr. Hurd appears on p. 120.)
(See Mr. Hennessey's letter dated July 12, 1962, and Secretary of

the Interior letter follows:)
U.S. ATOMIC ENERGY COMMISSION,

Washington, D.C., July 11, 1962.
Hon. CHET HOLIFIELD,
Chairman, Joint Committee on Atomic Energy.
DEAR MR. HOLIFIELD : At the hearings conducted by the Joint Committee on

Atomic Energy on July 11, 1962, you requested that we advise the committee
as to any effect the preference provisions of the Atomic Energy Act might have
upon a proposal made by Senator Jackson with respect to the proposed arrange-
ment with Washington Public Power Supply System. Senator Jackson's sug-
gestion was that any legislation specifically authorizing the Commission to enter
into the proposed WPPSS contract should include a provision that not less
than one-half of the electric power to be produced in the generating facilities
to be constructed by WPPSS shall be offered to nonpreference utilities.
Te preference provisions of the Atomic Energy Act with respect to disposition

of energy are contained in section 44. This section provides that, in contract-
ing for the disposal of energy produced at production facilities of the Commission
"the Commission shall give preference and priority to public bodies and coopera-
tives or to privately owned utilities providing electric utility services to high
cost areas not being served by public bodies or cooperatives."
In my opinion, the sale of steam energy to Washington Public Power Supply

System, a muniicpal corporation and publicly owned utility established under
the laws of the State of Washington, as provided in the proposed contract be-
tween the Commission and the WPPSS, would satisfy the preference require-
ments of the Atomic Energy Act. If the Congress should enact authorizing
legislation including the proviso proposed by Senator Jackson, there would be
no legal impediment to the inclusion in our contract with WPPSS of provisions
that would impose on WPPSS the obligation to further dispose of electric power
in accordance with the statutory restrictions.

Sincerely yours,
JOSEPH F. HENNESSEY,

Acting General Counsel.

DEPARTMENT OF THE INTERIOR,
BONNEVILLE POWER ADMINISTRATION,

OFFICE OF THE ADMINISTRATOR,
Portland, Oreg., July 12, 1962.

Hon. CHET HOLIFIELD,
Chairman, Joint Committee on Atomic Energy.
House of Representatives, Washington, D.C.
DEAR MR. HOLIFIELD : Enclosed is a legal opinion of the Associate Solicitor

for Water and Power, Department of the Interior, regarding the inapplicability
of the pullback provision of the Bonneville Project Act to exchange agreements

50517-62--9
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with privately owned utilities. This is in response to your request made at the
hearing on the Hanford project on July 11, 1962.

Sincerely yours,
CHARLES F. LUCE, Administrator.

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SOLICITOR,

Washington, D.C., July 12, 1962.
Memorandum to: Administrator, Bonneville Power Administration, Portland.
From: Associate Solicitor, Water and Power.
Subject: Exchange contracts with private utilities under section 5(b) of the

Bonneville Power Act.
The provisions of the Bonneville Act with respect to pullback of power from

private utilities on 5 years' notice if power is needed by preference customers
and relative to a maximum contract term of 20 years relate only to contracts for
the sale of power under section 5(a) of the Bonneville Project Act. Neither of
these provisions is applicable to a contract for the exchange of power under sec-
tion 5(b) of the Bonneville Project Act.
A private utility becoming a participant in the plan proposed by the Washing-

ton Public Power Supply System, thereby purchasing a percentage of the output
of the generating facilities to be installed in connection with the Hanford reactor
in the same manner as the proposed public agency participants, could enter into
an agreement with the Bonneville Power Administration to exchange the private
utility's portion of the Hanford generation for Bonneville Power Administration
generation to be delivered at a time usable in the utility load curve. The ex-
change under these circumstances could result in a long-term power supply being
made available to the participating private utility by means of its purchasing
a share of the output of the Hanford facilities and exchanging it for Federal
power under section 5(b) of the Bonneville Project Act. The pullback provisions
would not be applicable to such long-term power supply.

EDWARD WEINBERG,
Associate Solicitor, Water and Power.

Copy to regional solicitor, Portland, Washington office, Bonneville Power
Administration.

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington, D.C., July 12, 1962.
Hon. CHET HOLIFIELD,
House of Representatives,
Washington, D.C.
DEAR MR. HOLIFIELD : You have requested that we report on the progress of our

negotiations with locally owned utilities for the non-Federal financing, con-
struction, and operation of electric generating facilities at the Hanford NPR.
We are happy to report the conclusion of such negotiations. The Washington

Public Power Supply System is prepared to finance, install, and operate such
facilities at Hanford. The Supply System is a municipal corporation in the State
of Washington composed of 16 public utility districts, all of whom are customers
of the Bonneville Power Administration. In the aggregate, they presently pur-
chase more than 1 million kilowatts of power from Bonneville each year.
The Atomic Energy Commission, which is a necessary party to any contractual

arrangements for the addition of generating facilities at Hanford, reports that
it, too, has completed negotiations with the Washington Public Power Supply
System.
The proposed addition of two 400,000-kilovolt turbines and generators to

NPR will provide important benefits to the Nation without the expenditure of
tax receipts.

1. The tremendous quantity of byproduct steam incidental to the manu-
facture of plutonium in the NPR will be used and not wasted.

2. The Federal Treasury will be given an opportunity to recoup the $25
million that has been spent in making NPR convertible for the dual purpose
of producing electricity. The Supply System proposes to pay for the other-
wise waste steam on a schedule which will total $31 million if the reactor
is used for the dual purpose of manufacturing plutonium and electricity
for only 10 years, and $64,500,000 if the period is 15 years. If the reactor
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Is used for these purposes as long as 24 years, the Supply System will pay
the Atomic Energy Commission $125 million for, the otherwise waste steam.

3. There will be added to the Pacific Northwest Power Pool more than
800,000 kilowatts of firm power at a cost, including the payments for byprod-
uct steam, comparable to the costs of alternative new sources of electricity in
that region.

4. Important fish conservation goals will be served because this project,
unlike some hydro projects, has no fish problems. Any effect of Hanford on
the fishery resource would be beneficial. For this reason, commercial and
sport fishing groups in the Pacific Northwest are supporting the addition of
generation facilities at Hanford.

The Bonneville Power Administration has had an independent review made
of the technical feasibility of this project, and is convinced of both the technical
and economic desirability of the project. The supply system plans to spend
approximately $6 million in research to improve the efficiency of the power-only
fuel formula, research that may well advance the science of nuclear-power
production.
The bases of the particular agreements between the Bonneville Power Admin-

istration, the Washington Public Power Supply System, the Atomic Energy
Commission, and the participating utilities are described in the project justifi-
cation data, arrangement No. 63-1000 phase I and phase II, which has been
presented to your committee by the Atomic Energy Commission. The Solicitor's
Office of the Department of the Interior has reviewed the proposed agreement
that Bonneville Power Administration prepared to enter into and finds it clearly
within the authority of the Bonneville Project Act.
For the protection of the Government, the proposed contracts give the United

States an option to acquire the Hanford generating facilities at any time for a
price equal to the unamortized balance then owing on the supply system's
revenue bonds. This option, however, could not be exercised unless Congress
first approved the acquisition.
We appreciate your continued interest in the construction of this dual-purpose

reactor at the Hanford Atomic Energy Works in Richland, Wash. We know
you share our concern that a resource so vital to the Nation should not be
wasted. The construction of this first dual-purpose reactor in the United
States will be of inestimable value in reaffirming the goal of this country to
utilize nuclear energy for peaceful purposes. We can assure you that the
Department of the Interior wholeheartedly endorse this project and the above
arrangements for its construction.

Sincerely yours,
STEWART L. UDALL,

Secretary of the Interior.

Chairman HOLIFIELD. That is satisfactory.
Representative HOSMER. I want to say for the record that I am

not interested one way or the other in this 50 percent proposal. But
as long as Mr. Jackson wants it, it is all right.
Senator JACKSON. I assume that I am not asking you to agree on

everything else. But you really would not object to this—this part
of it.

Representative HOSMER. No. I just do not care.
Senator JACKSON. OK.
Chairman HOLIFIELD. Well, if there are no further questions, thank

you, gentlemen, for your appearances, and the committee stands ad-
journed.
(Statements received subsequent to the hearings follow:)

OLYMPIA, WASH., July 12, 1962.
CHET HOLIFIELD,
Chairman, Joint Atomic Committee,
Washington, D.C.:
As Governor of the State of Washington I stand firmly with the bipartisan

Northwest congressional delegation in support of the proposal to add generating
facilities to the new production reactor at Hanford Atomic Works.
These facilities if added will give the Northwest 800,000 kilowatts of much-

needed salable firm power. Firm power means new industries, new jobs, and
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new purchasing power. The legislation before you will have a direct effect on
the economic well-being of millions of citizens in the Pacific Northwest.
The need for additional firm power is great. By 1965 the Pacific Northwest

under critical water conditions could fall short of its needs by 120,000 kilowatts.
Congress has the opportunity to conserve 11 million pounds of steam per

hour. Over a 20-year period this steam would be valued at $125 million. It
can be provided at no further expense to the taxpayers. It should also be noted
here that $25 million of dual purpose features already have been purchased and
installed at the expense of taxpayers in order to prepare for these facilities.
I favor the addition of these generating facilities through the Washington

Public Power Supply System, a group of 11 public utility districts who pro-
posed to finance the project by issuing revenue bonds. Both publicly owned
and operated electric utilities and those operated by private corporations will
profit from this project. More than half of the low cost power generated by
public agencies in the Northwest is purchased for distribution by privately
owned utilities.
The present proposal must be distinguished from legislation offered last year

to provide for Federal financing, construction, and operation of the generating
facilities. We now have a way of financing these features through revenue
bonds without cost to State or Federal Government. We simply ask that no
negative legislation be passed and that the local authority be given to the
Atomic Energy Commission to enter into the necessary contracts.
The generation of this power coupled with advances in transmission efficiency

will prove advantageous to the entire Nation, and in view of the times in which
we live, to the free world.

ALBERT D. ROSELLINI,
Governor of Washington State.

AMERICAN FEDERATION OF LABOR &
CONGRESS OF INDUSTRIAL ORGANIZATIONS,

Washington, D.C., July 12, 1962.
NOM CHET HOLIFIELD,
Chairman, Joint Atomic Energy Committee,
The Capitol, Washington, D.C.
DEAR MR. CHAIRMAN: The American Federation of Labor & Congress of

Industrial Organizations supports the proposal of the Washington Public Power
Supply System to finance, construct, and operate electricity-generating facilities
to utilize heat now wasted at the Atomic Energy Commission's new plutonium
reactor at Hanford, Wash.
The AFL-CIO has in the past strongly supported economically feasible engi-

neering proposals by which the colossal amount of waste heat from plutonium
manufactured at Hanford could be converted into electric power for use in the
Pacific Northwest. A policy statement on atomic energy, adopted by the AFL-
CIO Fourth Constitutional Convention in December 1961, reiterates this position.
The WPPSS proposal, although directed to the same ends, differs from the

plan, rejected last year by 'Congress, for Federal financing, construction, and
operation. The new proposal will not require Federal funds, nor will it involve
Federal ownership or operating responsibilities. Furthermore, the WPPSS
plan would enable the Federal Government to acquire the power-generating
facilities at any time for the unamortized capital cost. The Federal Govern-
ment will receive from the WPPSS revenues far greater than the Federal $25
million investment in the Hanford power-conversion facilities.
The WPPSS plan will help the region meet an anticipated shortage of power

expected by 1965-66 and it will greatly stimulate plutonium recycle power
generation technology, thus speeding progress toward the goal of nuclear power
at costs competitive with power derived from fossil fuels.
The Pacific Northwest now depends on hydropower for nearly all its electricity

supply. 'The region does not import coal for its present small amount of thermal
power generation. The tremendous increase in the power demand in the Co-
lumbia Basin will speed the inevitable changeover from hydropower to a com-
bined hydrothermal power system. Thus, the WPPSS plan will stimulate use
of local coal resources by the region's electric utilities.
Fish and wildlife near the Hanford reactor are now seriously injured by waste

heat dumped into the Columbia River. Construction of the power facility at the
reactor to utilize this waste heat will vastly improve the environment of fish

A
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and wildlife in this area. For this reason, conservation groups and fishery in-
terests strongly support the WPPSS proposal.
The AFL-010 supports conservation of our natural resources. We also sup-

port planning and development in the public interest of new sources of power.
We therefore urge the U.S. Congress to approve the WPPSS plan to finance, con-
struct, and operate the power facilities of the new plutonium reactor at Hanford.
I ask that this letter be included in the printed record of hearings on the

WPPSS proposal.
Sincerely yours,

ANDREW J. BIEMILLER,
Director, Department of Legislation.

(Whereupon, at 4:34 p.m., Wednesday, July 11, 1962, the committee
adjourned.)

86517-62-10





APPENDIXES

APPENDIX 1

Amendments adopted by the Joint Committee in executive session on July
13, 1962. Also included is an analysis of the proposed amendments and the
program justification data. (These documents are also printed on pp. 12591-
12598 of the Congressional Record of July 13, 1962.)

AMENDMENT TO H.R. 11974 ADOPTED BY THE JOINT COMMITTEE ON ATOMIC ENERGY
ON JULY 12, 1962

On page 15, after line 5, add the following new section:
"SEc. 112. The Commission is authorized to enter into arrangements with

non-Federal entities in accordance with the basis for arrangements described
in program justification data No. 63-1000, for the construction and operation of
electric energy generating and transmission facilities at the Hanford new pro-
duction reactor and under any such arrangements energy produced shall be de-
livered and disposed of in accordance with the basis for arrangements described
in said program justification data No. 63-1000: Provided, That all expenses of
modifications of the Hanford new production reactor made at the request of the
non-Federal entities, and all expenses of constructing and operating such
electric energy generating and transmission facilities shall be borne by the
non-Federal entities."

FURTHER AMENDMENT OF AMENDMENT TO H.R. 11974 ADOPTED BY JOINT COM-
MITTEE ON ATOMIC ENERGY ON JULY 12, 1962

": Provided further, That the Commission shall not conclude any contract for
the sale of steam to a non-Federal entity unless the Commission determines
that such entity has first offered 50 percent participation in the arrangements
described in program justification data No. 63-1000 to privately owned organiza-
tions on a nondiscriminatory basis: And provided further, That no Federal
agency may acquire the generating facilities from the non-Federal entity without
prior congressional authorization and in the event of such authorization the
generating facilities shall be acquired subject to contracts then in existence
for disposition of the electrical energy produced by the facilities."

ANALYSIS OF COMMITTEE AMENDMENTS TO H.R. 11974 ADOPTED BY THE JOINT
COMMITTEE ON ATOMIC ENERGY, JULY 12, 1962, AUTHORIZING ARRANGEMENTS
FOR UTILITY PROPOSAL To CONSTRUCT AND OPERATE ELECTRIC GENERATING
FACILITIES AT THE HANFORD NEW PRODUCTION REACTOR

SUMMARY

The purpose of these amendments, which add a new section 112 to the AEC
fiscal year 1963 authorization bill (H.R. 11974), is to provide specific authoriza-
tion for certain arrangements between the Atomic Energy Commission and
the Washington Public Power Supply System (WPPSS), a group of 16 utility
districts in the State of Washington, for the sale of byproduct steam, and the
construction and operation of electric generating facilities at the Hanford new
production reactor (NPR), an Atomic Energy Commission production facility.
The arrangements would require that the electric energy generating facilities
be built and operated by WPPSS at its own expense. The arrangements further
provide that electric energy produced by the generating facilities, having rated
capacity of 800,000 kilowatts, would be transferred to the Bonneville Power
Administration under power exchange agreements with public and private
utilities in the Pacific Northwest.

131
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BACKGROUND

1. Authorization of the NPR in 1958.—The NPR was authorized by the Con-
gress in 1958 as project 59-a-5 of Public Law 85-590, "Production reactor
facility for special nuclear materials, convertible type, Hanford, Wash., $145,-
000,000." The purpose of the reactor is to produce plutonium for the nuclear
weapons program. The convertible type of reactor authorized for this purpose
is a reactor with certain design features which would permit the utilization of
the heat (steam) generated in the plutonium production process for the pro-
duction of byproduct electrical energy. The authorization did not include funds
for the construction of the necessary plant and equipment additions required
for the generation of electric energy.

2. Congressional action in the 87th Congress, 1st session.—In 1961, the ad-
ministration proposed the Federal construction of the electric generating plant
at the NPR. This proposal would have required the authorization of $95
million of Federal funds for the construction of the facilities and in addition,
would have required the Atomic Energy Commission to operate the electric
plant. The Congress did not authorize the expenditure of Federal funds for
this purpose.

3. The WPPSS proposal.—Recently, a group of public utility districts in the
State of Washington, comprising the Washington Public Power Supply System,
proposed to build and operate the facilities at their own expense and without any
Federal expenditures. Proposed contractual arrangements have been nego-
tiated among the participating parties which include the Washington Public
Power Supply System, its participating utilities, the Atomic Energy Commission
and the Bonneville Power Administration. The contracts have not been signed
as yet.
Under these contracts, WPPSS would construct and operate the electric

generating facilities at its own expense. AEC would sell the otherwise wasted
NPR steam to WPPSS at a price, approved by the Federal Power Commission
which could result in the receipt by the Commission of from $31. million to $125
million over a 10- to 24-year dual purpose period.
The participating utilities would turn over the entire output of the NPR

generating facilities to the Bonneville Power Administration under appropriate
power exchange agreements.

4. Comptroller General's ruling.—These contracts were reviewed by the Gen-
eral Counsel of the Atomic Energy Commission and the regional solicitor of the
Bonneville Power Administration, respectively. Each concluded independently
that its agency had ample legal authority for these arrangements. However,
on July 7, 1962, in response to a request for an opinion on the legality of these
arrangements from the Atomic Energy Commission, the Comptroller General
ruled that the AEC could not enter into these arrangements without further
congressional authorization.

5. Joint Committee hearings.—In order to decide as to an appropriate future
course of action, including any necessary amendments to the AEC fiscal year
1963 authorization bill, the Joint Committee commenced hearings on July 10,
1962, continuing through July 11, 1962. In the course of these hearings, the
Joint Committee thoroughly reviewed every phase of these proposed arrange-
ments. Among the witnesses who testified were the following:

Hon. Robert Wilson, Commission, U.S. Atomic Energy Commission.
Mr. Joseph Hennessey, Acting General Counsel, AEC.
Mr. George F. Quinn, Director, Division of Production, AEC.
Mr. Charles F. Luce, Administrator, Bonneville Power Administration.
Mr. Owen Hurd, managing director, Washington Public Power Supply Sys-
tem.

In addition, the committee received an extensive number of letters and docu-
ments pertaining to the WPPSS proposal. These hearings are now being printed
for the use of the members. In the interim, the staff of the Joint Committee
has prepared a committee print entitled "Utility Proposal for Powerplant Addi-
tion to Hanford New Production Reactor" compiling in one place, all of the
available background materials pertinent to a consideration of the WPPSS
proposal.
6. Committee action on amendment to AEC authorization bill.—On July 12,

1962, the Joint Committee on Atomic Energy, in an executive session, adopted
two amendments to the AEC fiscal year 1963 authorization bill (H.R. 11974).
The amendments provide specific authorization for arrangements, pursuant to
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program justification data No. 63-1000, for the construction and operation of
electric generating facilities at the Hanford new production reactor (NPR) by
the Washington Public Power Supply System. Program justification data No.
63-1000 is attached as an appendix to this analysis.

TEXT OF AMENDMENTS

AMENDMENT TO H.R. 11974 ADOPTED BY THE JOINT COMMITTEE ON ATOMIC ENERGY
ON JULY 12, 1962

On page 15, after line 5, add the following new section:
"SEc. 112. The Commission is authorized to enter into arrangements with non-

Federal entities in accordance with the basis for arrangements described in
program justification data No. 63-1000, for the construction and operation of
electric energy generating and transmission facilities at the Hanford new pro-
duction reactor and under any such arrangements energy produced shall be de-
livered and disposed of in accordance with the basis for arrangements described
in said program justification data No. 63-1000: Provided. That all expenses of
modifications of the Hanford new production reactor made at the request of
the non-Federal entities, and all expenses of constructing and operating such
electric energy generating and transmission facilities shall be borne by the non-
Federal entities."

FURTHER AMENDMENT OF AMENDMENT TO H.R. 11974 ADOPTED BY JOINT COMMITTEE
ON ATOMIC ENERGY ON JULY 12, 1962

Provided further, That the Commission shall not conclude any contract for
the sale of steam to a non-Federal entity unless the Commission determines that
such entity has first offered 50 percent participation in the arrangements de-
scribed in program justification data No. 63-1000 to privately owned organiza-
tions on a nondiscriminatory basis: And provided further, That no Federal
agency may acquire the generating facilities from the non-Federal entity with-
out prior congressional authorization and in the event of such authorization
the generating facilities shall be acquired subject to contracts then in existence
for disposition of the electrical energy produced by the facilities."

ANALYSIS OF AMENDMENTS

The basic amendment adds a new section 112 to the AEC fiscal year 1963 au-
thorization bill (H.R. 11974) .
The Atomic Energy Commission is given specific authorization "to enter into

arrangements with non-Federal entities in accordance with the basis for ar-
rangements described in program justification data No. 63-1000 for the con-
struction and operation of electric energy and transmission facilities at the
Hanford new production reactor."
This method of authorizing complex contractual arrangements is a standard

form of authorization followed by the Joint Committee and the Congress in the
past. For example, see section 109(d) (authorizing arrangements with the
Florida West Coast Nuclear Group and the East Central Nuclear Group) and
109(e) (authorizing arrangements with the Pennsylvania Power & Light Co.
and the Westinghouse Corp.) of Public Law 85-590 and section 109( c) of Public
Law 87-315 (authorizing arrangements with Dairyland Power Cooperative and
the Allis-Chalmers Manufacturing Co.).
Under the proposed arrangements, the Washington Public Power Supply

System would build and operate electric generating facilities at the NPR, on
13 acres of land leased from the AEC. All costs of constructing and operating
the electric generating facilities will be paid for by WPPSS. Any modifications
in the NPR itself, which are requested by WPPSS, and approved by the Com-
mission, will likewise be paid for by WPPSS.
The Commission would, in return, deliver any steam energy in excess of its

needs, and produced incident to the operation of the NPR, to WPPSS. WPPSS
will make fixed payments to the Commission for such steam, regardless of quan-
tity or quality delivered. These payments could range up to $125 million depend-
ing upon the period of dual-purpose operation, according to a schedule which is
part of the program justification data.
If plutonium production ceases, AEC will lease the NPR reactor to WPPSS,

for the purpose of producing steam energy.
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The justification data specifically provide that: "The Commission will be
compensated in advance for all costs associated with modifications of the NPR
and construction and operation of the generating facilities in connection with
this arrangement which the Commission would not have had if it had not entered
into the arrangement. At no time will the Commission be required to expend
its own funds. Those costs which result from activities which the Commission
agrees to undertake shall be paid for from funds advanced to the Commission
by WPPSS."
The amendment further provides that "energy produced shall be delivered

and disposed of in accordance with the basis for arrangements described in
said program justification data No. 63-1000."
Under these arrangements, the WPPSS will issue revenue bonds to obtain

funds to build the project. The output of the NPR plant will be sold and
delivered to the participating utilities at Vantage, Wash. The participating
utilities may include publicly and privately owned utilities, but all are initially
customers of the Bonneville Power Administration. Each participating utility
will purchase a fractional share of the Hanford output for which it will agree
to pay the same fractional share of the total annual costs of the project.
The participating utilities, as a group, will jointly deliver into the BPA system

at Vantage their respective shares of the output of the NPR generation. In
exchange, Bonneville will make energy and capacity available to each participat-
ing utility at its load centers, under the terms of its power sales contract with
BPA. The amount of power which BPA will make available to such utilities
will be an amount equal in value, under the current BPA rate, to the utilities'
share of the annual costs of operating the electric generating facilities and
amortizing the capital investment.

After the end of each contract year the actual costs will be determined and
an appropriate adjustment in energy will be made under the remaining months
of the current contract year, if such actual costs differ from the estimated costs.
The Government may acquire the project (1) prior to the time when all bonds

and other obligations have been paid by assuming the outstanding balance of
such obligations or (2) upon the termination of the agreement. In either event,
prior congressional authorization would be required. Moreover, under the
final proviso of the further amendment, such authorization would be subject to
contracts then in existence, and participating utilities would be assured a con-
tinuation of their power supply as though WPPSS were still owner of the gen-
erating facilities.
Three provisos then follow:
The first proviso is to the basic amendment and requires that "all expenses of

modifications of the Hanford new production reactor made at the request of the
non-Federal entities, and all expenses of constructing and operating such electric
energy generating and transmission facilities shall be borne by the non-Federal
entities."

Although it is clear from the program justification data that all reactor modi-
fication expenses as well as the costs of constructing and operating the electric
generating facilities will be paid for by the WPPSS, without any Federal expend-
itures, it was thought desirable to specifically spell out this requirement in the
law.
The final provisos which are included in the further amendment concern

arrangements and guarantees to private organizations.
The second proviso requires that "the Commission shall not conclude any con-

tract for the sale of steam to a non-Federal entity unless the Commission
determines that such entity has first offered 50 percent participation in the
arrangements described in program justification data No. 63-1000 to privately
owned organizations on a nondiscriminatory basis * * *."
This provision guarantees that the Commission would not enter into any

contract with WPPSS, until it (the AEC) had determined that there had been
an offer to privately owned organizations (including private-investor owned
utility companies) of 50 percent participation in the arrangements. Thus,
privately owned organizations, under contracts with WPPSS, would have the
right to obtain up to one-half of the NPR output and enter into necessary power
exchange agreements with BPA for the distribution of the energy.
Such an offer would have to be on a "nondiscriminatory basis." Thus, private

organizations, to the extent of their proportionate share of NPR energy, will
be able to obtain this energy without regard to existing provisions of law, grant-
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ing preference to public power groups and imposing "pullback" limitations on
private organizations.
The third proviso requires that "no Federal agency may acquire the generating

facilities from the non-Federal entity without prior congressional authorization
and in the event of such authorization the generating facilities shall be acquired
subject to contracts then in existence for disposition of the electrical energy
produced by the facilities."
As noted earlier, there are certain contingencies under which the Federal

Government might acquire the NPR electric generating facilities. In this
event, congressional authorization would be required for such acquisition.
In order to guarantee the rights which are granted to privately owned organi-

zations under the second proviso, as well as the rights of all participating
utility districts, this third proviso requires that if the Government acquires
the electric generating facilities, such acquisition would be subject to existing
contractual rights and obligations. Thus, privately owned organizations could
be assured that under no circumstances would their share of NPR electric
energy be subject to the provisions of any law respecting preference or pullback.

Moreover, if privately owned organizations become parties to exchange con-
tracts, BPA's obligation to make deliveries of power to them under the con-
tracts in the event of a regional power shortage would be the same as its
obligation to make deliveries of power to public agencies.
(Program Justification Data referred to above follows:)

JULY 12, 1962.

PROGRAM JUSTIFICATION DATA—ARRANGEMENT NO. 63-1000

PHASE I
A. Parties
The Atomic Energy Commission and the Washington Public Power Supply

System (WPPSS), Kennewick, Wash., a municipal corporation, joint operating
agency and publicly owned utility organized under the laws of the State
of Washington, and composed of 16 public utility districts.

B. Description of proposed arrangement
(1) Objective. The objective of this proposed arrangement is to sell to

WPPSS excess steam energy produced in the course of operating the NPR,
for the production, in generating facilities constructed and operated by WPPSS,
of large quantities of power, 800,000 kilowatts rated capacity. The Com-
mission, through the sales of such excess steam energy, would recover ap-
preciable sums of money, thus reducing the cost of plutonium to be produced
in the NPR. Furthermore, programmatic objectives of the Commission would
be accomplished through contribution to the Nation's nuclear power develop-
ment program. The arrangements for distributing the power generated by
WPPSS are outlined in phase II. During periods when the Commission is not
operating the NPR for its own purposes, the NPR would be leased to WPPSS
to permit its continued operation for steam production. Such a lease arrange-
ment would assist in shortening the period required to resume production
activities and lower standby costs should national defense interests require
such resumption.
(2) Location.—Hanford, Wash.

4. C. General features of proposed arrangement
(1) Land lease.—The Commission will make available approximately 13

acres of land on which WPPSS will construct necessary facilities to permit gen-
eration of power. Under the lease, WPPSS will be limited in its use of the land
to the purposes set forth therein; namely, to construct and operate generating
facilities. WPPSS will have rights of ingress and egress as well as certain
easements for transmission lines and supporting structures. The Commission
will have the right to terminate the lease with reasonable notice if the land
is misused or disused, or if WPPSS becomes insolvent. If the lease is termi-
nated prior to expiration, the Government may elect to acquire the facilities, in
which case it will be required to assume the outstanding indebtedness of WPPSS
under the bonds issued for this project. The Government will have an option
to take title to the generating facilities, without cost, upon expiration of the lease.
WPPSS will pay the Commission rent charges of $1,000 for the first year and $10
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per year thereafter. The expiration date of the lease will be the same as that
of the contract. (See (13) below.)
(2) Construction of generating facilities.—WPPSS will construct, at its ex-

pense, the necessary generating facilities.
(3) Modifications in NPR.—The Commission agrees to make certain modifica-

tions in the NPR which are requested by WPPSS and which are acceptable to
the Commission, to be paid for by WPPSS, to improve the quality and depend-
ability of the steam for the generation of electric power.
(4) Delivery of steam energy.—Upon completion of the generating facilities

and during periods when the Commission is operating the NPR, the Commis-
sion will, consistent with the safe, efficient and effective operation of the NPR,
make available to WPPSS all steam energy in excess of the needs of the Commis-
sion produced incident to the operation of the NPR.
(5) Commission review of designs, plans, and specifications relating to gen-

erating plant.—The Commission will have the right to review all designs, plans,
and specifications relating to construction and modifications of the generating
facilities and approve any features which the Commission determines could af-
fect the safe and effective operation of the NPR or of other plants and facilities
of the Commission.
(6) Commission inspection rights.—The Commission will have the right to

inspect at all reasonable times the construction of the generating facilities and
the operation of those facilities, during both the dual-purpose and power-only
phases, to assure that the safety, efficiency, and effectiveness of the NPR and
other Commission facilities is not impaired. The Commission will have com-
parable inspection rights concerning the NPR during the power-only phase. In
addition, the Commission, as a consequence of inspection, during both the dual-
purpose and power-only periods, may require WPPSS to undertake certain pro-
grams in order to assure the safety, efficiency, and effectiveness of the NPR and
other Commission plants and facilities.
(7) Commission direction of operations during emergencies.—During any

period in which the Commission determines that an emergency exists relating
to the safety and effectiveness of the NPR, the Commission may direct all actions
and operations involving the generating facilities, and involving the NPR dur-
ing periods when it is leased to WPPSS, until the emergency is terminated.
(8) Transition to power-only operation.—At times when the Commission gives

notice to WPPSS that dual-purpose operation is to be suspended, WPPSS will
take necessary steps to satisfy any licensing requirements which may be a con-
dition precedent to its operation of the NPR and will undertake any necessary
modifications in the generating facilities necessary to accommodate power-only
operation. The Commission at the same time agrees to undertake necessary
modifications of the NPR which are acceptable to the Commission, to be paid
for by WPPSS. The Commission will then tender to WPPSS the NPR under
a lease agreement described in paragraph (9) below.
(9) NPR lease.—Under the terms of the lease, WPPSS will be required to use

the NPR solely for the production of steam energy to operate the generating
facilities. WPPSS will comply with the provisions of the basic contract per-
taining to use, maintenance and operation of the NPR. The Commission will
have the right to terminate the lease if the NPR is not used in the manner pro-
vided for in the lease and in the basic contract. WPPSS will pay the Commis-
sion rent charges of $1,000 for the first year and $10 per year thereafter. The
expiration date of the lease will be the same as that of the contract. (See (13)
below.)
(10) Recapture of NPR by Commission.—The Commission will have the right,

at all times when the WPPSS is operating the NPR, to recapture the NPR for
production or other purposes.
(11) Compensation to Commission for costs of activities undertaken by Com-

mission.—The Commission will be compensated in advance for all costs asso-
ciated with modifications of the NPR and construction and operation of the
generating facilities in connection with this arrangement which the Commission
would not have had if it had not entered into the arrangement. At no time will
the Commission be required to expend its own funds. Those costs which result
from activities which the Commission agrees to undertake shall be paid for from
funds advanced to the Commission by WPPSS.

4



HANFORD NEW PRODUCTION REACTOR 137

(12) Charges for steam energy.-WPPSS will pay to the Commission fixed

charges for steam during all periods of dual-purpose operation. Fixed pay-

ments will be made irrespective of the quantity or quality of steam energy deliv-

ered or available, in accordance with the following schedule:

Ye

1_
2_
3_
4
5_
6
7-
8
9-
10.
11
12_
13_

[In millions of dollars]

irs of dual-purpose
operation

Annual
payment

Cumulative
payment

Years of dual-purpose
operation

Annual
payment

Cumulative
payment

0.1 0.1 14 6.7 57.8
1 .2 15 6.7 64.5
2 .4 16 6.7 71.2
2 .6 17 6.7 77.9

• 6 1.2 18 6.7 84.6
8 2.0 19 6.7 91.3

1.0 3.0 20 6.7 98.0
10.0 13.0 21 6.7 104. 7
10.0 23.0 22 6.7 111.4

8. 31.0 23 6.7 118.1

6.7 37. 7 24 6.9 125. 0

• 6. 7 44. 4 Each year after 24_ 5.0  
6.7 51.1

(13) Term and termination.-The duration of the contract shall be from its

execution until the revenue bonds issued by WPPSS have been paid or retired

and shall continue thereafter so long as WPPSS continues to own and operate

the generating facilities. The contract may be terminated by the Commission

in the event the land lease or the NPR lease is terminated by the Commission.

(14) Miscellaneous provisions.-Certain additional miscellaneous provisions

are also contained, such as the Commission's agreement to-
(a) Make available without charge previously prepared studies, designs,

plans, etc., which are necessary for the design, construction and operation

of the generating facilities.
(b) Provide certain supplies and services to the extent that the Com-

mission determines that they are available, at the expense of WPPSS.

(c) Conduct certain technical studies concerning the relationship of the

NPR to the generating facilities and vice versa, at the expense of WPPSS.

(d) To the extent and under the same terms and conditions that the

Commission would provide comparable materials and services to other li-

censees, make available special nuclear material for fuel and perform

fuelcycle services for power-only operation.
(e) The contract has other provisions relating to Government property,

patents, security, availability of information and reports, and various

standard clauses required in all contracts to which an agency of the United

States is a party.

A. Names of contractors

Trilateral contracts among the Bonneville Power Administration (BPA),

the Washington Public Power Supply System (WPPSS), and individual partici-

pants (currently public utility districts in the State of Washington but may

include other publicly cooperatively or privately owned utilities or industrial

firms in Bonneville marketing area).

B. Description of proposed arrangement

1. Objective.-The objective of this proposed arrangement is to make it feasi-

ble for WPPSS to purchase and pay for the byproduct NPR steam. The ar-

rangement would also assist BPA to firm up and thereby make salable large

quantities of surplus peaking capacity and secondary electric energy which

otherwise would be wasted to meet a need for additional firm power to supply

publicly and privately owned public utilities, cooperatives and industries in

the Pacific Northwest. The mutual exchange of power would also result in more

economical operation of the Columbia River power system.

C. General features of proposed arrangement

(1) Financing construction and operation of the works, plants, and facilities

for generation and transmission of power and energy project.--The Supply

System will issue revenue bonds pursuant to the bond resolution of the Supply

System to obtain the funds to build the project. It will sell the output of the
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plant, delivered at Vantage, Wash., to the participating utilities, which may in-clude publicly and privately owned utilities, but all are initially customersof Bonneville Power Administration. Each participating utility will purchasea fractional share of the Hanford output for which it will agree to pay the samefractional share of the total annual costs of the project, including bond amor-
tization.
(2) Term.—Commencing at 12 p.m. on the date of execution and ending when

the revenue bonds are paid, continuing thereafter until notice of terminationis given by the Administrator.
There is an additional termination provision for the period prior to the com-mencement of commercial operation of the project if, during such period, the AECdiscontinues construction of NPR, or the continuation of the agreement be-

comes economically unjustified. In the event of such termination, the Govern-
ment will reimburse the Supply System for costs incurred up to the date of
termination. (These provisions principally relate to the contingency of an
international agreement affecting the project.)
(3) Construction of the project.—The Supply System will construct the proj-

ect and the transmission facilities required to connect into the Bonneville system
at Vantage, Wash.
(4) Exchange of energy and payment of project annual costs.—The partici-

pating utilities, as a group, will jointly deliver into the BPA system at Vantage
their respective shares of the output of the NPR generation. In exchange, Bonne-
ville will make energy and capacity available to each participating utility at itsload centers, under the terms of its power sales contract with BPA. The amount
of power which BPA will make available to such utilities will be an amount equalin value, under the current BPA rate, to the utilities' share of the annual costs
of the Hanford project.

If privately owned organizations, as participants, become parties to exchangecontracts, BPA's obligation to make deliveries of power to them under the con-
tracts in the event of a regional power shortage would be the same as its obliga-
tion to make deliveries of power to public agencies.

After the end of each contract year the actual costs will be determined and
an appropriate adjustment in energy will be made under the remaining monthsof the current contract year, if such actual costs differ from the estimated costs.If any participant should not longer have a power sales contract with BPA,
the Government will make available exchange electric energy in an amount Which
is equal to the quotient obtained by dividing his monthly share of the projectannual costs by the average cost per kilowatt-hour for firm power under the pre-vailing rates to other participants of the same class who are customers of the
Government. The rate of delivery of such energy will be determined by dividing
such energy in average kilowatts by 60 percent.
(5) Scheduling arrangements.—The operation of the project will be scheduled

by the Government dispatcher.
(6) Operation and maintenance of the project.—The Supply System will oper-

ate and maintain the project. Planned outages will take place, if possible, when
the Government's commitments are least affected.
(7) Ownership of facilities and option to acquire.—Ownership of the projectduring the term of agreement will be in the Supply System. The Governmentmay acquire the project (1) prior to the time when all bonds and other obligationshave been paid by assuming the outstanding balance of such obligations or (2)upon the termination of the agreement. In either event, prior congressionalauthorization would be required.
(8) The Supply System—AEC agreement.—The Supply System and the AECwill have entered into an agreement for construction and operation of the project.The AEC agreement, to which the Supply System obligates itself, will be attachedto the agreement.
(9) Accounts.—The Supply System will keep accurate records and accounts for

the project which will be annually audited by a firm of certified public account-ants. A copy of this audit will be furnished the BPA.
(10) Other provisions.—The contract has other provisions relating to insur-ance, maintenance of reserve funds, waivers of default, notices, assignment, arbi-tration, rates, and various standard clauses required in all contracts to whichan agency of the United States is a party.
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AEC LETTER TO JCAE, JULY 13, 1962, CONCERNING ADVANCED PAYMENTS BY
WPPSS

U.S. ATOMIC ENERGY COMMISSION,
Washington, D.C., July 13, 1962.

Hon. CHET HOLIFIELD,
Chairman, Joint Committee on Atomic Energy,
Congress of the United States.

DEAR Mn. HOLIFIELD: We understand that a question has been raised con-

cerning the intent of the italicized clause in the sentence quoted below from the

proposed contract between the Commission and the Washington Public Power

Supply System ( WPP SS ) :

"Article 12. Compensation for Commission Costs

"(c) Before the Commission shall be obligated to incur any expense for which
compensation by the Supply System is provided for herein, the Supply System
shall, except as otherwise expressly provided for herein, advance an amount
equal to the Commission's estimate of such cost."
The italicized clause was inadvertently retained from an earlier draft of the

proposed contract. In the earlier draft it was contemplated that the Commis-
sion might undertake certain activities involving cost for which the Commission
would be fully reimbursed upon completion of such activities rather than re-
quire an advance of funds. However, the parties have agreed that all such
activities, in addition to others as provided in the contract, will be performed
with funds advanced by WPPSS.

Accordingly, this clause is being deleted from the contract.
Sincerely yours,

R. E. HOLLINGS WORTH,
Deputy General Manager.

APPENDIX 3

[From the Office, of the Joint Committee on Atomic Energy, No. 370, for release Saturday
p.m., July 14, 1962]

PRESIDENT ENDORSES UTILITY PROPOSAL FOR CONSTRUCTION OF HANFORD
ELECTRIC PLANT

President Kennedy today endorsed a proposal by a group of public utility

districts in the State of Washington to build and operate electric generating

facilities for over 800,000 kilowatts of power at the Hanford new production

reactor.
In a letter to Representative Chet Holifield, chairman of the Joint Commit-

tee on Atomic Energy, the President stated:
"The proposal * * * provides a highly satisfactory arrangement for insuring

the maximum utilization of the facilities, demonstrates national leadership in

resource development, and will aid in achieving national defense objectives."
The Hanford new production reactor (NPR) will be a convertible nuclear

reactor, producing both plutonium for weapons and great quantities of byproduct

steam. Last year, the Congress rejected a proposal for Federal construction of

the electric generating facilities to harness the otherwise wasted steam energy.

This year, 16 utility districts in the State of Washington, comprising the
Washington Public Power Supply System, have proposed to build and operate

the generating facilities at their own expense, and without any Federal ex-
penditure. They would purchase waste byproduct steam from the Atomic En-
ergy Commission, paying an amount which could run up to $125 million de-
pending upon the period of the reactor's operation for the production of plutoni-
um for the Nation's nuclear weapons program. The electrical output of the
plant would be delivered to public and private utilities in the Pacific Northwest
who would exchange it for and equivalent block of firm power from the Bonne-
ville Power Administration.
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The President stressed that: "The proposal of the Supply System contem-
plates that no Federal appropriation would be required, nor would any Federal
agency be involved in building or operating the powerplant."
In closing, the President stated to Chairman Holifield : "I feel sure you will

share my gratification that a way has been found to make productive use of this
heat resource and I hope that you and the Congress will give the proposed
arrangements your full endorsement and support."
A copy of the President's letter to Chairman Holifield is attached.

JULY 14, 1962.
Hon. CHET HOLIFIELD,
Chairman, Joint Committee on Atomic Energy.
DEAR MR. CHAIRMAN: My message of March 1 on the Nation's natural resources

pointed out that a major challenge in resource conservation lies in the efficient
utilization of our energy resources, including heat produced as a byproduct
of industrial processes.
The new production reactor now being constructed by AEC at Hanford, Wash.,

to manufacture plutonium will produce as a byproduct, very large amounts of
steam. By direction of the Congress, the reactor, at an additional cost of $25million has been designed so that the byproduct steam can be used to generateelectricity. I was disappointed last year when the Congress, despite strong
efforts by you and others, did not authorize Federal construction of generating
facilities at Hanford to convert this steam to electric power.
In my judgment, it is clearly in the public interest to utilize the heat outputof the Hanford reactor, and to obtain maximum benefits from the public invest-ment already committed for this facility if there is a feasible way to do so.
This past week your committee has heard testimony that the Atomic Energy

Commission and the Bonneville Power Administration have found acceptable aproposal by the Washington Public Power Supply System to utilize the Hanfordsteam for the production of power. This local agency would finance, build, andoperate the powerplant and deliver its output to local publicly and privatelyowned utilities which, in turn, would exchange it with Bonneville for a blockof firm power on a nonprofit basis.
The proposal of the Supply System contemplates that no Federal appropriationwould be required, nor would any Federal agency be involved in building oroperating the powerplant. The proposal thus provides a highly satisfactoryarrangement for insuring the maximum utilization of the facility, demonstratesnational leadership in resource development, and will aid in achieving nationaldefense objectives.
I feel sure you will share my gratification that a way has been found to makeproductive use of this heat resource and I hope that you and the Congress willgive the Proposed arrangements your full endorsement and support.

Sincerely yours,
JOHN F. KENNEDY.

APPENDIX 4

CHAIRMAN HOLIFIELD'S LETTER TO GAO, JULY 13, 1962, REQUESTING OPINION ON
BPA AUTHORITY

JULY 13, 1962.
Hon. JOSEPH CAMPBELL,
Comptroller General of the Uwited States,
General Accounting Office, Washington, D.C.
DEAR MR. CAMPBELL: As chairman of the Joint Committee on Atomic Energy,

I would appreciate your advice on this question: Does the Bonneville Power
Administration have authority under existing Federal statutes to execute the
power exchange contract with Washington Public Power Supply System and
various participating utilities, designated as draft 8, or to execute a similar con-
tract for the same purpose?
I am asking this question because I am informed that Congressman Saylor

of Pennsylvania has made a similar inquiry of your office. The question has
arisen because of the offer of the Washington Public Power Supply System to
purchase from the Atomic Energy Commission the byproduct steam at Hanford
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NPR, and to build an electric generating plant to use the steam. The arrange-
ments contemplate that the output of the plant will be purchased by various local
utilities which, in turn, will exchange it with the Bonneville Power Administra-
tion for blocks of BPA firm power.
The Administrator of the Bonneville Power Administration has presented an

earlier draft of the exchange contract to the House and the Senate Appropriation
Committees, and has also presented the current draft (No. 8) of the exchange
contract in hearings before the Joint Committee.
The Joint Committee has been furnished a copy of a Department of the In-

terior Solicitor's opinion, dated April 10, 1962, which approves the legality of
the proposed exchange agreement. We understand that your office has also
been furnished a copy of this opinion.
In the event that you are inclined to disagree with the conclusions of the

Solicitor's opinion as to BPA's authority to execute the exchange contract, I would
appreciate a conference with you before you complete your reply to this letter.

Sincerely yours,
CHET HOLIFIELD, Chairman.

GAO LETTER TO CHAIRMAN HOLIFIELD, JULY 16, 1962, CONTAINING OPINION ON
BPA AUTHORITY

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, July 16, 1962.

B-149016
B-149083
HOD. CHET HOLIFIELD,
Chairman, Joint Committee on Atomic Energy.

DEAR MR. CHAIRMAN: Your letter Of July 13, 1962, requests our opinion con-
cerning the authority of the Bonneville Power Administration (BPA) to execute
a certain power exchange contract with the Washington Public Power Supply
System ( WPPSS ) .
Under the proposed agreement WPPSS would furnish to BPA the total electric

power generated from steam to be purchased from the Atomic Energy Commis-
sion's new production reactor (NPR) at Hanford, Wash., and would receive
in exchange firm power from BPA. The conversion to electric power of steam
from the NPR would be accomplished in generating facilities to be constructed
and operated by WPPSS. It is our understanding that the power to be gen-
erated, estimated at about 800,000 kilowatts, will be subject to certain interrup-
tions, periodic and otherwise, and will therefore not be firm power. The power
to be furnished in exchange by BPA will be firm power, in a quantity equal in
value at BPA rates to the cost of operation of the WPPSS generating plant.
Plant operating costs will include debt service on the bonds to be issued to
finance plant construction, the purchase price of steam, and all plant operating
costs. In other words, BPA will purchase from WPPSS at cost the total power
generation of the new plant, payment to be made in exchange power rather
than in dollars. It has been testified by the Administrator of the BPA that the
receipt of such power from WPPSS will enable BPA to convert 905,000 kilo-
watts of its secondary power to more readily marketable firm power.

Section 5(b) of the Bonneville Project Act (16 U.S.C. 832d (b) ) provides as
follows:
"The Administrator is anthorized to enter into contracts with public or private

power systems for the mutual exchange of unused excess power upon suitable
exchange terms for the purpose of economical operation or of providing emer-
gency or breakdown relief."

Section 14 of the Reclamation Project Act of 1939, 53 Stat. 1187, which
governs the operation of the Columbia Basin project (Grand Coulee), 16 U.S.C.
835, provides as follows:
"The Secretary is further authorized, for the purpose of orderly and economi-

cal construction or operation and maintenance of any project, to enter into such
contracts for exchange or replacement of Water, water rights, or electric energy
or for the adjustment of water rights, as in his judgment are necessary and in
the interests of the United States and the project."
By Executive Order No. 8526, 5 Fed. Reg. 3390, the Administrator of the

Bonneville Power Administration was designated as the marketing agent for
electric energy generated at Grand Coulee Dam.
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The proposed agreement is clearly a contract for the exchange of power and
comes, therefore, within the general authority granted under the two provisions
of law quoted above. It may be noted that both provisions contain the require-
ment, so far as here material, that exchange agreements be for the purpose of
"economical operation" It is thus a prerequisite to execution of the proposed
agreement that the Administrator determine it to be in the interest of economi-
cal operation. We assume that such a determination has been or will be made.
The General Accounting Office does not have sufficient information to be able
to express an opinion whether the agreement would or would not promote
economical operation of BPA's functions. It seems to us that any such opinion
must be based on assumptions concerning future operations of the NPR and
future costs of new power producing projects.
An additional feature of the proposed agreement should also be mentioned.

Under section 2 thereof it is agreed that if construction of the NPR should be
discontinued prior to commencement of commercial operation of the project,
the agreement may be terminated, and, in the event of such termination, the
Government shall reimburse WPPSS for expenses incurred to that time
including redemption of such bonds as may have been issued. It is our under-
standing that funds to fulfill this contingent liability on the part of the Govern-
ment would have to be appropriated by the Congress. In the case of most
Federal agencies the assumption of such a contingent liability would be subject
to question because of section 3732, Revised Statutes, 41 U.S.C. 11, which pro-
vides that: "No contract or purchase on behalf of the United States shall be
made, unless the same is authorized by law or is under an appropriation ade-
quate to its fulfillment * * *." Consideration would also have to be given sec-
tion 3679, Revised Statutes, 31 U.S.C. 665, which prohibits any Department of
the Government from involving the Government in any contract for the future
payment of money in excess of available annual appropriations.
However, section 2(f) of the Bonneville Project Act, as amended by the act

of October 23, 1945, 59 Stat. 546, 547, 16 U.S.C. 832a (f), vests in the Administrator
of BPA the following broad authority:
"Subject only to the provisions of this chapter, the Administrator is author-

ized to enter into such contracts, agreements, and arrangements, including the
amendment, modification, adjustment, or cancellation thereof and the compromise
or final settlement of any claim arising thereunder, and to make such expendi-
tures, upon such terms and conditions and in such manner as he may deem
necessary."
The committee reports on the bill (which became the act of October 23, 1945)

state the purpose of the bill was to "enable the Administrator to employ busi-
ness principles and methods in the operation of a business enterprise and would
eliminate some hampering procedures designed primarily for agencies conducting
governmental regulatory programs." We stated, in our report on the bill, that:
"The general purpose of the proposed legislation appears to be to broaden the

authority of the Administrator of the Bonneville project so as to enable him to
conduct the business of the project with a freedom similar to that which has been
conferred on public corporations carrying on similar or comparable activities.
I am not disposed to disagree with such purpose, in view of the fact that the
activities of the Bonneville project are chiefly of a commercial or nongovern-
mental character."
The particular agreement under discussion is but one part of the overall plan

for utilization of steam from the NPR. Fulfillment of the plan depends also upon
an agreement between AEC and WPPSS. It is our understanding that specific
congressional authorization will be sought for AEC participation in the plan.
If such congressional approval is secured, and in view of the express legislative
intent that section 2(f) of the Bonneville Project Act vest discretion in the
Administrator of BPA as to the terms and conditions of contracts made to
carry out the purposes of that act, we would not feel justified in questioning this
aspect of the proposed agreement.
It is therefore our opinion that, assuming AEC participation in the plan as

a whole is given congressional approval, the Administrator of BPA would have
authority to enter into the proposed agreement between WPPSS and BPA.

Sincerely yours,
FRANK H. WEITVEL,

Assistant Comptroller General of the United States.
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APPENDIX 5

INTEROFFICE MEMORANDUM

JOINT COMMITTEE ON ATOMIC ENERGY,
July 16, 1962.

To: Hon. Chet Holifield, chairman.
From: James T. Ramey, executive director.
Subject: Notification of members of GAO opinion of July 6, 1962.
As the testimony on July 10 indicates, the Joint Committee staff received the

GAO opinion Friday afternoon, July 6. We attempted to inform you as the
senior majority member and Congressman Van Zandt the senior minority mem-
ber of the House, whose interests in the opinion was most immediate. Mr. Van
Zandt was out of town but we informed his assistant and sent him several
copies of the GAO opinion after we had reproduced it. The GAO opinion was
reproduced in accordance with our regular practice and transmitted to all
members Saturday morning under instructions to get them over as quickly as
reasonably possible.

Unfortunately House and Senate pages were not available and our document
clerk made arrangements to transmit them by mail, which would ordinarily
arrive at members' offices on Sunday or, at the latest, Monday morning. How-
ever, we understand that delays were encountered in delivery of mail, which
apparently applied to Mr. Hosmer.
We are making arrangements for the delivery of documents, such as the GAO

opinion, by our own staff messenger whenever possible in the future.
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