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Oglethorpe Power Corp., GA, Placed On
CreditWatch Negative On Escalating Nuclear
Plant Costs
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NEW YORK (S&P Global Ratings) Aug. 14, 2018--S&P Global Ratings has placed its  
following ratings on Oglethorpe Power Corp. (OPC), Ga., on CreditWatch with  
negative implications: 

Its 'A-' issuer credit rating and senior secured debt ratings; and
Its 'AA' ratings on three series of the utility's debt obligations that  
we rate using our joint support rating methodology to reflect the  
benefits of the bonds' bank credit support.
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"The CreditWatch placement reflect the Vogtle nuclear project co-owners'  
announcements that they have identified about $1.5 billion of additional  
project construction costs to be shared pro rata among the co-owners," said  
S&P Global Ratings credit analyst David Bodek. The project co-owners are also  
proposing creating an $800 million, project-level, contingency reserve to  
which they will each need to contribute. 
 
We view this announcement as another chapter in the projects' recurring cost  
increases. The recurrent and material budget adjustments underscore the  
uncertain magnitude of Oglethorpe's ultimate exposure to Vogtle project costs.  
We believe that the budget adjustments raise questions about project  
stewardship. The owners' replacement of several successive project  
construction managers has not stemmed the tide of rising completion costs.  
Moreover, because the new estimates add more than $1 billion to the projects'  
construction costs, their contracts require the co-owners to vote in September  
whether to proceed with construction. This vote will revisit their spring 2017  
decisions to proceed following the bankruptcy of the construction contractor  
Westinghouse Electric Co. LLC (WEC). The bankruptcy led to the owners' loss of  
the fixed-price contract protections that their contract with WEC provided. If  
ownership interests representing at least 10% of the project choose not to  
proceed, it will saddle Oglethorpe with billions of dollars in debt without an  
associated revenue-producing asset. As of June 30, 2018, OPC's total  
investment in the additional Vogtle units was approximately $3.4 billion. 
 
Oglethorpe owns a 30% interest in the two 1,100 megawatt (MW) Westinghouse AP  
1000 pressurized water reactor generation units nuclear units that it is  
developing with its co-owners at the Vogtle site in Georgia. Based on its 30%  
share, the additional construction costs will add $450 million to Oglethorpe's  
project costs and the contingency reserve, $240 million. The other owners are  
Georgia Power Co. (GPC; 45.7%), the Municipal Electric Authority of Georgia  
(22.7%), and the municipal utility serving the City of Dalton, Ga. (1.6%). 
 
S&P Global Ratings expects to resolve the CreditWatch listings following our  
assessment of the Vogtle costs GPC plans to report to the Georgia Public  
Service Commission in its late-August construction monitoring filing and our  
assessment of the co-owners' September vote on whether to proceed with  
Vogtle's completion.  
 

Certain terms used in this report, particularly certain adjectives used to  
express our view on rating relevant factors, have specific meanings ascribed  
to them in our criteria, and should therefore be read in conjunction with such  
criteria. Please see Ratings Criteria at www.standardandpoors.com for further  
information. Complete ratings information is available to subscribers of  
RatingsDirect at www.capitaliq.com. All ratings affected by this rating action  
can be found on S&P Global Ratings' public website at  
www.standardandpoors.com. Use the Ratings search box located in the left  
column. 
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