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Please state your name and business address.
My name is David A. Schlissel. My business address is Schlissel Technical Consulting,

Inc., 45 Horace Road, Belmont, Massachusetts 02178.

On whose behalf are you testifying in this proceeding?

I am testifying on behalf of the Citizens Utility Board (“CUB”) and the City of Chicago.

Please summarize your educational background and recent work experience.

I graduated from the Massachusetts Institute of Technology in 1968 with a Bachelor of
Science Degree in Engineering. In 1969, I received a Master of Science Degree in
Engineering from Stanford University. In 1973, I received a Law Degree from Stanford
University. In addition, I studied nuclear engineering at the Massachusetts Institute of
Technology during the years 1983-1986.

Since 1983 I have been retained by governmental bodies, publicly- owned utilities, and
private organizations in 25 states to prepare expert testimony and analyses on engineering
and economic issues related to electric utilities. My clients have included the Staff of the
California Public Utilities Commission, the Staff of the Arizona Corporation
Commission, the Staff of the Arkansas Public Service Commission, municipal utility
systems in Massachusetts, New York, North Carolina and Texas, state attorney generals
in five states, the majority owners of the Great Bay Power Company, and state consumer
counsels or public advocates in twelve states.

I have testified before state regulatory commissions in Arizona, New Jersey, Connecticut,

Kansas, Texas, New Mexico, New York, Vermont, North Carolina, South Carolina,
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A.

1.

Maine, Illinois, Indiana, Ohio, Massachusetts, Missouri, and Wisconsin and before an
Atomic Safety & Licensing Board of the U.S. Nuclear Regulatory Commission.

A copy of my current resume is attached as Exhibit STC-1.

Have you previously testified before the Illinois Commerce Commission?
Yes. I have testified before this Commission in Dockets Nos. 83-0537, 84-0555, 86-
0043, 86-0096, 86-0405, 87-0695, 95-0119, 97-0015, and 99-0115. In addition, I filed

testimony, but did not testify in Docket No. 97-0018.

What is the purpose of your testimony in this docket?

Schlissel Technical Consulting, Inc., was retained by the Citizens Utility Board and the
City of Chicago to evaluate Commonwealth Edison’s proposed decommissioning cost
settlement proposal, to address certain questions raised by the Hearing Examiners, and to
respond to claims made by the Company’s witnesses. This testimony was prepared in
coordination with the testimony of Mr. Bruce Biewald which also is being filed in this

proceeding by CUB and the City of Chicago.

Please summarize your conclusions.
Available evidence suggests that ComEd will continue to operate its Dresden and
Quad Cities Stations at least through the expiration of their existing NRC
licenses.

2. Current NRC regulations allow utilities to request that their nuclear plant

operating licenses be extended for up to twenty years.
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To date, four utilities have requested that the NRC extend the operating licenses
for eight nuclear units located at four sites. Two of these requests have recently
been approved. The other two requests are currently undergoing review by the
NRC staff.

The NRC has not denied any license extension applications.

The NRC and the nuclear industry expect that utilities will submit as many as
twenty-four new applications for license extensions over the next four years, with
additional applications expected in following years.

ComEd’s Chief Nuclear Officer has said that the Company intends to make a
decision by November of this year on whether it will submit license extension
applications to the NRC for the Dresden and Quad Cities Stations. Evidence
suggests that the Company will not decide for several years whether to submit
similar applications for the Braidwood, Byron, and LaSalle Nuclear Stations.

It is reasonable to expect that ComEd ultimately will seek to submit applications
to the NRC to extend the operating lives of its ten remaining nuclear plants. It is
also reasonable to expect that the NRC would approve such requests if ComEd
continues to properly maintain its nuclear units, if it operates those units in a
conservative and safe manner, and if the Company submits license renewal
applications that satisfy NRC requirements.

For this reason, the ICC should base its decommissioning collection policies on
the assumption that the operating lives of each of the Company’s nuclear plants

will be extended beyond the expirations of their existing NRC licenses.
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1.

12.

Extending the operating lives of ComEd’s nuclear plants by twenty years would
increase the amount of time for the decommissioning funds to grow through
investment earnings. As a result, when decommissioning actually begins, the
Company (or its Genco) could have more money in its decommissioning funds
that it would need to dismantle and decommission the plants in a manner that
protects the public health and safety and the environment. Consequently, the
Company could gain a substantial windfall profit if the ICC ignores the potential
for nuclear plant life extension and approves ComEd’s request that the Genco be
permitted to keep all of the excess decommissioning funds that have been
contributed by ratepayers.

An NRC licensee can choose to immediately dismantle its nuclear plant or it can
choose to delay decommissioning by up to 60 years following the conclusion of
the plant’s operating life. Both of these methods are acceptable to the NRC.

The impact of a ComEd decision to delay the start of dismantlement and
decommissioning of its nuclear plants for a period of twenty years after the plants
are shutdown would generally be the same as a decision to extend the plants’
operating lives. Such a delay would provide economic benefits by allowing
additional time for the decommissioning funds to grow through investment
earnings. As a result, there could be significant excess funds remaining in the
plants’ decommissioning funds when decommissioning activities are completed.
ComEd’s witnesses have over-emphasized the potential for significant future

increases in the cost of decommissioning the Company’s nuclear plants.
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13.  Synergies and efficiencies that should be available to a larger nuclear operator
could significantly lower nuclear plant decommissioning costs. The ICC should
assume that ComEd and its affiliated companies should be able to take advantage
of such synergies and efficiencies.

14.  When nuclear plant life extension and delayed decommissioning are considered, it
appears that ComEd may already have collected adequate funds for
decommissioning its plants in a manner that protects the public health and safety
and the environment.

15.  Recent nuclear plant sales prices suggest that ComEd’s ten operating plants

would be worth approximately $3 billion if they were sold to other utilities.

Have you been able to complete discovery prior to preparing this testimony?
No. The Company has not yet answered CUB’s Fifth and Sixth Sets of Data Requests
which include the discovery that CUB has submitted in response to the Supplemental

Direct Testimony filed by Messrs. Berdelle and Speck earlier this month.

Are you reserving the right to supplement this testimony when you have had an
opportunity to review and evaluate the outstanding data requests?

Yes.
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HEARING EXAMINERS’ REQUESTS NOS. 1, 2, AND 3 ON THE POTENTIAL FOR
NUCLEAR PLANT LIFE EXTENSION

Company witness Berdelle has testified in response to the Hearing Examiners’ Request
No. 1 that "Economic analyses suggest an economic life for Dresden Units 2 and 3 and
Quad Cities Units 1 and 2 substantially shorter than the remaining NRC license lives for
the stations."' Have you seen any evidence that suggests that the Company expects to
continue to operate these stations for at least the remainder of their NRC license lives?

Yes. ComEd has told the NRC that it intends to submit an application by December 29,
2000, for an extended power uprate at both the Dresden and Quad Cities Stations.
According to the viewgraphs presented by ComEd at a May 14, 2000 meeting with the
NRC Staff, the Company's "feasibility studies showed that [extended power uprate] is
cost-effective for increasing generating capacity" and that such an uprate is a "significant

factor in ComEd business planning."?

What is an extended power uprate?

A power uprate means increasing the thermal power produced by each plant. A power
uprate allows a utility to increase the output of its plant at a relatively low cost.

Boiling Water Reactor nuclear plants like Dresden and Quad Cities were originally
licensed by the NRC for power levels 10-20 percent below their physical capacity. Since
the late 1980's, the NRC has permitted utilities to uprate the licensed power levels at their
BWRs by up to 5 percent after the utilities have conducted very detailed analyses that

show that acceptable safety margins exist at the higher power levels. No significant

Edison Exhibit 6, page 2, lines 23-26.
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equipment changes or modifications have generally been required to achieve these 5
percent power uprates.

At the same time, the NRC has allowed some plants to perform extended power uprates
of up to 10-15 percent. These extended power uprates generally require detailed analyses

plus more significant plant modifications than the initial 5 percent uprates.

How expensive would implementing such an extended power uprate be at Dresden and
Quad Cities?

Unfortunately I have not yet seen the Company's economic analyses. However, the list of
the significant modifications that would be required in order to achieve the extended
power uprate reveals that it will be a costly endeavor.” I do not believe that ComEd
would be considering such an expensive modification unless it intends to continue to

operate the units at both stations for a considerable number of years.

Does the Company need the NRC's approval in order to implement extended power
uprates at Dresden and Quad Cities?

Yes.

When does ComEd intend to implement the extended power uprates at Dresden and Quad

Cities?

ComEd Licensing Plan for Transition to GE14 Fuel and Extended Power
Uprates, dated May 31, 2000, at page 13.
ComkEd Licensing Plan for Transition to GE14 Fuel and Extended Power
Uprates, dated May 31, 2000, at page 16.
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The Company has told the NRC that it intends to implement the extended power uprates

starting in late 2001 and throughout 2002.*

Has the Company implemented any other modifications at Dresden or Quad Cities that
have improved the relative economics of operating the plants?

Yes. The Dresden cooling pond is too small to naturally dissipate all of the heat produced
by Units 2 and 3 on the hottest days in the summer and remain within environmental
limits. As a result, the units had to derate a total of 700 MW during the July 1999 heat
wave.’

In the past two years, ComEd has installed 48 small cooling towers to eliminate the need

to derate during the high heat days. According to an article in Nucleonics Week, the

Company believes that this modification will more than pay for itself in the first year of
operation. ComEd has estimated that it would have saved $100 million in replacement

power costs had all 48 cooling towers been in place in 1999.°

What approvals must ComEd seek and obtain in order to operate its nuclear plants
beyond the expiration dates of their current NRC licenses?’
The Company must seek the NRC's approval for renewing the operating licenses for each

unit. ComEd must satisfy the same requirements as other applicants for license renewal.

ComkEd Licensing Plan for Transition to GE14 Fuel and Extended Power
Uprates, dated May 31, 2000, at page 13.

Nucleonics Week, May 4, 2000, at page 6.

Nucleonics Week, May 4, 2000, at page 6.

Hearing Examiners' Request No. 4, dated June 19, 2000.



Have any utilities applied to the NRC for approval to continue operating nuclear power
plants beyond the expiration of their existing NRC-issued operating licenses?
Yes. To date, four utilities have requested that the NRC extend the operating licenses for

eight nuclear units located at four sites.®

The NRC currently allows a utility to submit a single application for a
multiple unit site. Several utilities apparently are planning to submit single
applications for several multiple unit sites. Inside NRC, January 17, 2000,
at page 6.
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Has the NRC granted any of these requests?

Yes. The NRC has recently approved the applications of Baltimore Gas and Electric to
extend the operating license of the two unit Calvert Cliffs nuclear plant and of Duke
Power Company to extend the license for the three unit Oconee nuclear station. The
applications by Entergy (Arkansas Nuclear One) and Southern Nuclear Operating

Company (Hatch Units 1 and 2) are currently under review by the NRC.

What are the durations of the licenses extensions that have been granted by the NRC?
The NRC's license renewal regulations allow a utility to submit an application for a

twenty year extension beyond the current expiration of its existing operating license.

Are any of the nuclear power plants whose applications for license extensions are
currently under review by the NRC similar in design and vintage to any of the
Company’s nuclear stations?

Yes. The Hatch nuclear plant is similar in design and vintage to the Company's Dresden

and Quad Cities plants.

Has the NRC denied any license extension applications?

No.

Have other utilities indicated whether they intend to apply for similar license extensions?
Yes. According to published reports, the NRC and the nuclear industry expect that

utilities will submit as many as 24 applications over the next 4 years for license

10
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extensions, with additional applications expected in following years.” The President of
the industry's Nuclear Energy Institute ("NEI") has said that "The owners of about one-
third of the 103 nuclear power reactors will apply for license renewals by the year 2003
and more will follow.""” Duke Energy's Vice President for Nuclear Generation has
explained that utilities want to come in early with applications for license renewal so that
they can satisfy their "economic considerations" relating to capital investments, staffing
and planning."'

Indeed, Entergy's President has warned utilities: "License renewal -- everybody's
jumping on that bandwagon.... If you've not already decided, you better do it quickly

because resources are going to get tight."'?

Are any of the nuclear power plants whose owners have said that they will submit
applications for license extensions similar in design and vintage to any of the Company’s
nuclear stations?

Yes. The owners of a number of nuclear plants with designs and vintages similar to
ComEd's Dresden and Quad Cities plants have announced that they will submit
applications for license extensions. For example, PECO, Unicom's proposed merger
partner, has said that it will submit a license extension application for its Peach Bottom
plant to the NRC in July 2001. Other utilities whose plants have similar designs and

vintages to Dresden and Quad Cities, including CL&P (the Brunswick nuclear plant) and

Nucleonics Week, May 4, 2000, at page 1.
Nucleonics Week, May 25, 2000, at page 1.
Inside NRC, May 22, 2000, at page 16.
Inside NRC, August 16, 1999, at page 1.

11
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the Nebraska Public Power District (the Cooper nuclear plant), have made similar

announcements.

Has ComkEd stated whether it intends to apply to the NRC to extend the licenses of any of
its ten operating nuclear power plants?

The Company’s Chief Nuclear Officer, Oliver Kingsley, has said that the Company is
currently conducting detailed studies on renewing the NRC licenses for Dresden and
Quad Cities and intends to make a decision by November of this year on whether it will

submit an application to the NRC."

What is the cost of seeking and obtaining NRC approval for extending a nuclear plant’s
operating license?

ComEd Chief Nuclear Officer Kingsley has told Inside NRC that the Company believes
that it can accomplish the license renewal process for $15 to $20 million for the four

Dresden and Quad Cities units."*

Is it likely that the Company will decide to extend the operating lives of the Dresden and
Quad Cities plants?

Yes. [ think that it is reasonable to expect that ComEd will decide to submit an
application to the NRC to extend the operating lives of the Dresden and Quad Cities
plants for the following reasons: (1) each unit's dramatically improved performance in

recent years; (2) the high prices for which utilities have been able to sell electricity in the

13

Inside NRC, May 8,2000, at page 1.

12
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new competitive markets; (3) the significant expenditures that ComEd has made and
continues to make on improving the material condition and operating cultures at each of
these plants, including the installation of the 48 cooling towers at Dresden that I have
already discussed; (4) the relatively low cost of completing the license renewal process;
and (5) if the Company's decommissioning cost proposal is approved by the ICC, the
ability of the Genco to retain all excess decommissioning funds will act as a further

incentive for the Company to seek to extend the operating lives of its nuclear plants.

Have you seen any evidence that the NRC would not approve such a request?

No. I think that it is reasonable to expect that the NRC would approve such a request if
the Company continues to properly maintain its nuclear units, if it operates those units in
a conservative and safe manner, and if the Company submits license renewal applications

that satisfy NRC requirements.

Has the Company said when it will decide whether it will seek to extend the NRC
operating licenses for the Byron, Braidwood, and LaSalle nuclear plants?

No. However, the testimony of the Company’s witnesses in this Docket indicates that the
decision to seek NRC approval to extend the operating licenses for the Braidwood,

Byron, and LaSalle plants will not be made for a number of years.

14

Inside NRC, May 8, 2000, at page 1.

13
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Nevertheless, do you think that it is reasonable to assume that the Company ultimately
will apply to the NRC to extend the operating lives of the Braidwood, Byron, and LaSalle
plants?

Yes. For the following reasons, I think that it is likely that the Company ultimately will
decide to apply to the NRC to extend the operating lives of the Braidwood, Byron, and
LaSalle stations: (1) All four of the Braidwood and Byron units have been strong
performers since the units began commercial operations; (2) the Company has recently
installed new steam generators at Braidwood Unit 1 and Byron Unit 1, which involved
very expensive modifications; (3) the significant expenditures that ComEd has made to
improve the material condition and operating culture at LaSalle and on restarting the two
LaSalle units from their multi-year outages; (4) planned power uprates at Braidwood,
Byron, and LaSalle will further improve the economic viability of each of these plants;
(5) the high prices at which utilities have been able to sell electricity in the new
competitive markets; and (6) if ComEd's decommissioning cost proposal is approved by
the ICC, the ability of the Genco to retain all excess decommissioning funds will act as a
further incentive for the Company to seek to extend the operating lives of its nuclear

plants.

Have you seen any evidence that the NRC would not approve a request by ComEd to
extend the operating lives of the Braidwood, Byron and LaSalle plants?
No. I think that it is reasonable to expect that the NRC would approve such requests if

the Company continues to properly maintain its nuclear units, if it operates those units in

14
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a conservative and safe manner, and if the Company submits license renewal applications

that satisfy NRC requirements.

Do you agree with the claim by Company witness Speck that there is a significant risk
that the NRC will change regulatory requirements for license extensions?"”
No. Although Mr. Speck uses the term "potential volatility" when discussing the criteria
that the NRC uses for evaluating license extension applications, the evidence is that the
NRC has been working to improve the relicensing process for applicants. For example,
an article in Nuclear News, a monthly publication of the American Nuclear Society, has
explained:

The process is likely to improve as more plants go through the

process and the NRC settles on what NRC commissioner Jeffrey

Merrifield calls “the right regulatory touch — not asking for too

much information, but [asking for] a sufficient amount so we can

feel confident.” Merrifield said the NRC needs to be disciplined

to ensure that the requirements of the second wave of license

renewal applicants are the same as the first, and that the agency

needs to continually strive to operate “more efficiently, better,

faster, and less expensively.”'®
In fact, industry representatives have commended the NRC’s approach to license
renewal. For example, the President of the industry’s Nuclear Energy Institute has said
that the NRC’s review of the Calvert Cliffs and Oconee licenses renewal applications
“provides a clearly marked path for other electric companies pursuing license renewal.”"”

At the same time, the Vice President for Nuclear Generation at Duke Energy Company

said that as the cost for seeking license renewal comes down with experience gained on

15

Edison Exhibit 7, at page 2, line 40, to page 3, line 41.
Nuclear News, August 1999, at page 41.
17 Nucleonics Week, May 25, 2000, at page 1.
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the initial reviews and the NRC review time shrinks, “it becomes more likely that
utilities are going to line up [for license renewal].”"®
Indeed, the NRC actually completed its review of Duke Power Company’s request for

renewal of the operating licensee for the three unit Oconee plant is 23 months, which

was about 7 months less than had been originally estimated."

Please comment on the claim by Company witness Speck that license extensions might
actually increase decommissioning costs beyond the levels currently estimated.”

At most, there appears to be a minor risk that nuclear plant license extensions might
increase decommissioning costs beyond the levels currently estimated. In fact, as
ComEd witness LaGuardia has explained, the estimated decommissioning costs will not
differ materially if a plant operates for an additional 20 years because “once components
become irradiated or contaminated (which occurs soon after initiating full-power
operations), the plant’s contaminated components will have to be removed and disposed
of in essentially the same manner.”'

Consequently, Mr. Speck is left to speculate that if the DOE continues to breach its
obligation to remove spent nuclear fuel from operating plants, decommissioning costs
could increase due to the increased quantity of discharged spent fuel that would be

produced during the twenty year license extension period.”> However, if ComEd extends

the operating licenses for its remaining ten nuclear plants, the Company would not incur

18 Inside NRC, August 16, 1999, at page 1.

Nuclear News, July, 2000, at page 20.

Edison Exhibit 4, at page 18, lines 6-18.

Edison Exhibit 1, at page 9 and Edison Exhibit 4, at page 20, lines 18-27.
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such additional post-shutdown spent fuel storage costs until the year 2030, at the
carliest.”” Consequently, Mr. Speck’s claim that life extension could increase
decommissioning costs assumes that the DOE will continue to breach its obligation to
remove spent fuel for at least another thirty years and that the federal government will
not fully compensate ComEd for the resulting increased costs. Clearly this risk is too

remote and speculative to consider for planning purposes.

Please comment on the claim by Company witness Speck that the NRC will not allow
utilities to submit license extension applications more than twenty years before
expiration.”*
Mr. Speck is simply wrong when he says that the NRC will not allow utilities to seek a
license extension when their current licenses have more than 20 years before expiration.
In fact, the NRC has recently approved Duke Energy Company’s request to make an
early submittal in June 2001 for renewing the licenses for its McGuire and Catawba
plants.*> At this time, McGuire Unit 2 will only be 18 years old, Catawba Units 1 and 2
will be 16 and 15 years old respectively.

However, the NRC has said that these younger units would not receive full 60
year operating licenses. Instead, they would receive approval to operate for 40 more
years from the date of the issuance of the renewal, and not an additional 20 years from

the date of expiration of the current 40 year licenses. Duke Energy has said that it is

22

Edison Exhibit 4, at page 18, lines 7-11.

Dresden Unit 2 entered commercial service in 1970. Consequently, it
would complete a 60 year service life in the year 2030.

Edison Exhibit 7, at page 3, line 43, to page 4, line 7.
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nevertheless pleased, believing that giving up a few years of operating life is worth
sacrificing because of the front end savings it can achieve on the application preparation

. 26
and review costs.

Please comment on Company witness Speck's claim that economic uncertainties could
cause a utility to decide not to seek to extend the operating life of a nuclear power plant.”’
Theoretically, economic uncertainties can cause a utility to decide not to seek to extend
the operating life of its nuclear power plant. Nevertheless, for the reasons I explained
above, I believe that it is likely that ComEd will seek to extend the operating lives of its

remaining ten nuclear plants.

Company witnesses Speck and Berdelle have claimed that because there are so many
uncertainties surrounding the possible life extension of ComEd's currently operating
nuclear plants, speculating over such life extensions is an unreliable basis for establishing
decommissioning collection policy.® Do you agree?

No. For the reasons set forth earlier in this testimony, I believe that it is reasonable to
expect that the Company will likely seek to renew the operating licenses for its
Braidwood, Byron, Dresden, LaSalle and Quad Cities nuclear stations and that the NRC

will grant the Company’s requests. Therefore, the Commission should base its

25

Inside NRC, January 17, 2000, at page 6.
Inside NRC, January 17, 2000, at page 6.

26
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Edison Exhibit 7, at page 4, lines 9-25.

18



decommissioning collection policies on the assumption that the operating lives of each of

the Company’s remaining nuclear plants will be extended.

28

For example, see Edison Exhibit 4, at page 17, lines 6-12. Edison Exhibit
6, at page 5, line 45, through page 6, line 21. Edison Exhibit 7, at page 2,
lines 26-38.

19



AW N =

10

11

12

13

14

15

16

17

18

19

20

21

22

23

II.

HEARING EXAMINERS’ REQUEST NO. 5 ON THE POTENTIAL IMPACT OF
NUCLEAR PLANT LIFE EXTENSION

What would be the potential impact of nuclear power plant life extension on the
adequacy of the decommissioning funds being collected from ComEd’s ratepayers?

Extending the operating lives of ComEd’s nuclear plants by twenty years would increase
the amount of time for the decommissioning funds to grow through investment earnings.
As a result, when decommissioning actually began, the Company (or the Genco) could
have more money in its plant decommissioning trust funds than it would need to
dismantle and decommission its nuclear plants in a manner that protects the health and
safety and the environment. This effect is quantified in the testimony of Mr. Biewald that

is being filed in this Docket on behalf of CUB and the City of Chicago.

Have you seen any independent assessments of the impact of nuclear power plant life
extension on the adequacy of the decommissioning funds being collected from ratepayers
of other utilities?

Yes. In an ongoing Vermont Public Service Board Docket examining the proposed sale
of the Vermont Yankee nuclear plant to AmerGen, testimony filed by the Vermont
Department of Public Service®® has concluded that there would be a significant excess in
the plant’s decommissioning fund if AmerGen were to choose to delay the
decommissioning of Vermont Yankee, either by extending the unit's operating life or by

using a delayed dismantlement option:

20
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However, if AmerGen were to choose to delay dismantling

significantly beyond the decommissioning period assumed by

[the current Vermont Yankee owners] in its comparison of the

sale, there would be the possibility of very high excesses in the

decommissioning fund. For example, at the arbitrage I have

described above, a 10 year delay could create an estimated excess

of approximately $280 million (in 2022 dollars, or $150 million

in 1999 dollars) and a 20 year delay approximately $900 million

(in 2032 dollars, or $350 million in 1999 dollars).

Decommissioning could be delayed 20 years or more if AmerGen

were able to extend Vermont Yankee's operating life by 20 years,

or if AmerGen simply chose to delay decommissioning.*’
For this reason, the witness for the Department of Public Service, State of Vermont
Nuclear Engineer William Sherman, recommended that the Public Service Board should
condition its approval of the proposed sale on a sharing between ratepayers and

AmerGen of any excess funds in the decommissioning fund if decommissioning of the

Vermont Yankee plant is significantly delayed.”’

Do you believe that it is appropriate for the ICC to assume that ComEd will seek and
obtain nuclear plant license extensions when the Commission establishes
decommissioning collection policy?

Yes. As shown in the testimony of Mr. Biewald being filed on behalf of CUB and the
City of Chicago, the Company’s Genco would gain a substantial windfall profit if the

ICC ignores the potential for nuclear plant life extension and approves ComEd’s request

» The Vermont Department of Public Service serves the same role in

regulatory proceedings before the Vermont Public Service Board that the
ICC Staff does in hearings before this Commission.

Testimony of State of Vermont Nuclear Engineer William Sherman on
behalf of the Department of Public Service in Docket No. 6300 before the
Vermont Public Service Board, at page 54, lines 1-11.
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that the Genco be permitted to keep all of the excess decommissioning funds that have

been contributed by ratepayers.

THE POTENTIAL IMPACT OF
DELAYED DISMANTLEMENT

Is it difficult for a licensee to choose a delayed dismantlement option for
decommissioning its nuclear power plant(s)?

No. A licensee can choose either immediate dismantlement (called DECOM) or delayed
decommissioning (SAFSTOR) at its sole discretion. Both methods are acceptable to the

NRC.

Have any utilities actually decided to use the SAFSTOR method for decommissioning
their nuclear plants?

Yes. A number of retired commercial nuclear plants are currently being maintained in a
SAFSTOR mode, with actual decommissioning activities delayed until future years:
Three Mile Island Unit 2 (shutdown in 1979); LaCrosse BWR (shutdown in 1987);
Rancho Seco (shutdown in 1989); and San Onofre Unit 1 (shutdown 1992). Several other
plants, Millstone Unit 1 and Zion Units 1 and 2 also are using modified delayed

dismantling approaches.
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Testimony of William Sherman on behalf of the Department of Public
Service in Docket No. 6300 before the Vermont Public Service Board, at
page 54, lines 1-11.
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IV.

What would be the impact on the adequacy of ComEd’s nuclear plant decommissioning
funds of a decision to delay the start of dismantlement and decommissioning of its
nuclear plants for a period of twenty years after the plants are shutdown?

The impact would be generally the same as a decision to extend the operating lives of the
plants. The delaying of dismantlement and decommissioning activities would provide
economic benefits by allowing additional time for the decommissioning funds to grow
through investment earnings. As a result, there could be significant excess funds
remaining in the plants’ decommissioning trust funds when decommissioning activities

are completed.

THE POTENTIAL RISKS FOR UNDER- OR OVER-RECOVERY OF
DECOMMISSIONING COSTS

Company witness Speck has testified that there is a significant financial risk for the
decommissioning of ComEd's nuclear plants as a result of DOE's failure to take spent
nuclear fuel.*> Do you agree?

No. Although I agree that there is some risk that the Company might not fully recover
from the DOE all of the costs it may incur as a result of the DOE's failure to accept spent
nuclear fuel for permanent disposal, I believe, for the following reasons, that that risk is
relatively small and should not concern the ICC at this time:

1. As part of its Zion decommissioning fund, the Company already is seeking to

collect at least $71.7 million in post-shutdown spent fuel costs resulting from
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Edison Exhibit 4, at page 10, lines 7-13.
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DOE's failure to accept spent nuclear fuel.” Under the Company's proposal, the
new Genco would keep all recoveries from the DOE.** Consequently, if the ICC
approves Company’s proposal, these Zion-related post-shutdown spent fuel costs
will be recovered from ratepayers and, perhaps, a second time from the DOE.
Federal courts already have found that the DOE is in breach of its contract to take
spent nuclear fuel for permanent disposal. Quantification of damages is the
remaining issue to be litigated.

As I have explained earlier, if the Company extends the operating lives of its
remaining ten nuclear power plants by approximately twenty years, which I
believe is likely, ComEd would not incur post-shutdown spent fuel storage costs
(i.e., those spent fuel-related costs that would be paid from the decommissioning
funds) at Dresden or Quad Cities until 2030, at the earliest. Similarly, the
Company would not incur such post-shutdown spent fuel storage costs at LaSalle
until 2042, at the earliest, at Byron until 2044, and at Braidwood until 2046.
Consequently, the financial risk to the Genco would be that the DOE might not
fully compensate the Company for these costs that would not be incurred for at

least another 30 years or longer.

This $71.7 million figure is taken from the Rebuttal Testimony of Robert
Berdelle in Docket 99-0115, at page 6, lines 23-40.
Edison Exhibit 2, at page 9, lines 18-30.
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Company witness Speck has testified that there is a significant financial risk related to
possible changes in the scope of the required decommissioning work.*”> Do you agree?

I do agree that there is some risk that site-specific factors could affect the scope of the
required decommissioning work. However, there is simply no evidence to support Mr.
Speck's claim that that possible risk is significant.

In fact, Mr. Speck's two examples regarding possible decommissioning work scope
changes actually suggest that this will not be a significant problem for ComEd's currently
operating nuclear power plants. First, Mr. Speck discusses the discovery of secondary
side radiological contamination following the shutdown of the Zion Nuclear Station as a
factor which increased the estimated cost of decommissioning that plant by about $59
million.*® However, the Company's witnesses in Docket No. 99-0115 testified that the
secondary side contamination found at Zion was caused by steam generator tube leaks.?’
But Mr. Speck’s testimony in this proceeding fails to consider that the current tubes in
the steam generators at the Braidwood and Byron nuclear plants were fabricated from
materials that have not shown any evidence of being susceptible to the corrosion
mechanisms that led to the steam generator tube leaks at Zion. Consequently, secondary
side contamination should not be a significant issue at either Braidwood or Byron.

Mr. Speck's second example — the recent termination of Stone & Webster's contract as
the decommissioning operators contractor for the Maine Yankee plant — also has no

relevance to ComEd because there is no evidence that the Company will hire any outside
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Edison Exhibit 4, at page 12, line 18, to page 13, line 7.

Edison Exhibit 4, at page 12, lines 18-27.

For example, see the Direct Testimony of Thomas S. LaGuardia in Docket
No. 99-0115, at page 12, the Rebuttal Testimony of Thomas S. LaGuardia
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firm, let alone Stone & Webster, as the DOC for the decommissioning of its nuclear
plants. In fact, as I will explain below, it is more reasonable to expect that ComEd, or one
of its affiliated companies such as AmerGen, ultimately will be the Decommissioning
Operations Contractor (DOC) for the decommissioning of ComEd's nuclear plants.*® Or,
ComEd could retain an experienced and financially sound firm such as Entergy or
Bechtel who already have been retained as decommissioning operations contractors for

other nuclear decommissioning projects.

Company witness Speck has testified that there is a significant financial risk attributable
to possible modifications in the regulations governing decommissioning.*” Do you agree?
No. Although, again, there is some possibility that the NRC could modify its regulations
governing nuclear power plant decommissioning, there is no evidence that it intends to
make these regulations more stringent in the foreseeable future or that any changes that
the NRC might implement would have a significant impact on decommissioning costs.

In fact, it is just as realistic to assume that the experience being gained through the actual
decommissioning of recently retired nuclear power plants could lead the NRC to relax
some of its current requirements. This might lead to lower, rather than higher,

decommissioning costs.

in Docket No. 99-0115, at pages 3 and 4, and the Rebuttal Testimony of
John C. Blomgren in Docket No. 99-0115, at page 3, lines 42-44.

In fact, ComEd is already using its own personnel to over-see and manage
decommissioning-related activities at Dresden 1 and Zion 1 and 2.

Edison Exhibit 4, at pages 14 and 15.
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Please comment on the claim by Company witness Speck that there is a significant
financial risk to decommissioning ComEd's plants due to higher than expected
decommissioning cost inflation.*’

The Company's assumed 4.84 percent annual decommissioning cost escalation rate

appears to be reasonable and consistent with:

1. The decommissioning cost escalation assumed by ComEd in its recent filings
with the NRC concerning the adequacy of plant decommissioning funds;

2. Decommissioning cost escalation rates assumed by other utilities. For example,
Vermont Yankee’s owners have assumed that future decommissioning costs will
escalate at an annual rate of 3.8 percent.*' Similar, Northeast Utilities has
assumed 3.99 to 4.3 percent annual decommissioning cost escalation in its
analyses of decommissioning options for its three unit Millstone Nuclear Station.

3. Assessments of future decommissioning cost escalation including estimates by
such independent bodies as the Vermont Department of Public Service which
projects that future decommissioning costs will increase at a 3.5 percent annual

rate.42

0 Edison Exhibit 4, at page 15, lines 10-26.

“ Vermont Yankee Nuclear Power Corporations responses to Department of
Public Service Interrogatories 1-42 and 1-50(c) in Vermont Public Service
Board Docket No. 6300.

Testimony of State of Vermont Nuclear Engineer William Sherman on
behalf of the Department of Public Service in Docket No. 6300 before the
Vermont Public Service Board, at page 52, lines 14-17.

42
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In addition, the Company's 4.84 percent annual decommissioning cost escalation
rate allows for 10 percent annual increases in LLW disposal costs.” Finally, the
decommissioning cost estimates prepared for ComEd by TLG, Inc., include significant

contingency allowances which could cover increased LLW disposal costs.

Has the Company been able to provide any information on how the actual costs for
decommissioning recently retired nuclear plants compare with the estimates made for
those plants prior to decommissioning?

No. The Company was unable to provide any information on the actual costs incurred

during the decommissioning of recently retired nuclear power plants.**

Company witnesses Berdelle and Speck have emphasized the factors that they believe
could lead to future decommissioning costs being higher than the Company’s current
estimates. Are there any factors that could lead to future decommissioning costs being
less than the current estimates prepared for ComEd by TLG, Inc.?
Yes. In April 1999, TLG, Inc., estimated that it would cost approximately $557 million,
in 19998, to decommission the Vermont Yankee nuclear plant. This estimate appears to
have used the same methodology as the estimates that TLG, Inc., has prepared for
ComkEd.

However, AmerGen, which wants to purchase the Vermont Yankee nuclear plant,

has said that based on its own independent evaluation, it believes that it can reduce the
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Testimony of ICC Staff Witness William Riley, ICC Staff Exhibit 3 in
Docket No. 99-0115, at page 17, line 18, through page 19, line 14.
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cost of decommissioning Vermont Yankee to $384 million by more effectively planning,

implementing and standardizing its approach to decommissioning.*’

Did AmerGen's lower cost estimate include the same scope of decommissioning activities
for Vermont Yankee as the higher TLG, Inc., estimate?

Yes. AmerGen has explained that its estimate reflected all activities that occur after plant
shutdown, including items such as ramp-down, wet fuel storage, dry fuel storage,
radiological dismantlement, non-radiological dismantlement, property taxes, and
insurance.”®  AmerGen also explained that it is committed to the same NRC

decommissioning requirements and standards as the current Vermont Yankee owners."’

Did AmerGen explain the basis for its lower decommissioning cost estimate?

Yes. AmerGen acknowledged that its estimate is lower than the estimate prepared by
TLG, Inc., but explained that it intends to "take advantage of both the synergies available
to a large nuclear operator and experience in achieving our decommissioning goals in a

more efficient manner than was possible for or foreseen by [the current Vermont Yankee

44

ComEd’s response to Question No. 20 of CUB’s First Set of Data
Requests.

Testimony of Duncan Hawthorne, Vice President of AmerGen Energy
Company L.L.C., in Vermont Public Service Board Docket No. 6300, at
page 3.

Testimony of Duncan Hawthorne, Vice President of AmerGen Energy
Company L.L.C., in Vermont Public Service Board Docket No. 6300, at
page 4, lines 10-13.

Testimony of Duncan Hawthorne, Vice President of AmerGen Energy
Company L.L.C., in Vermont Public Service Board Docket No. 6300, at
page 7, lines 1-2.
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owners]."® AmerGen also has explained that "a large on-going nuclear company will

have more resources to apply to decommissioning and will be able to negotiate lower

vendor prices."*’

Did AmerGen further describe the synergies and efficiencies that should be available to a
large nuclear operator?

Yes. During cross-examination in Vermont Public Service Board Docket No. 6300,
AmerGen witness Hawthorne was asked to explain why AmerGen’s decommissioning
estimate for Vermont Yankee was significantly less than the cost estimate prepared for
the current owners by TLG, Inc., in 1999. In his response, Mr. Hawthorne further
described the synergies and efficiencies that should be available to a large nuclear
operator:

I guess that there are a number of views we have taken of
synergies coming from the part of the operator. Some of the
synergies we contemplate in the operation of the facility are
merged in the decommissioning process. Example being
AmerGen’s experience with a large fleet of nuclear plants. And to
decommission plants from our own experiences is based on
perhaps making some investments that are not cost effective for a
single unit utility to make, but make a lot of sense for someone
who owns a fleet of plants. Things like investment in mobile
cranes, plasma cutters, lots of equipment to make the
decosrglmissioning process more effective and reduce the cost of
that.

48 Testimony of Duncan Hawthorne, Vice President of AmerGen Energy

Company L.L.C., in Vermont Public Service Board Docket No. 6300, at

page 4, lines 6-9.

AmerGen's response to Conservation Law Foundation Information

Request IAEC13 in Vermont Public Service Board Docket No. 6300.

» Hearing of May 12, 2000, in Vermont Public Service Board Docket
No. 6300, at Transcript page 163.
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Have you seen any independent assessments of the validity of AmerGen's claim that it
will have decommissioning advantages from being a large company and from being more
efficient?
Yes. AmerGen's claim that it could achieve decommissioning advantages from being a
large company was found "reasonable" by the Vermont Department of Public Service:
AmerGen, its parent PECO Energy, and potentially PECO's
merger partner Unicom will manage more than 17 nuclear plants.
With this market share, the AmerGen partners could create their
own decommissioning division, eliminating decommissioning
operations contractors fees. The large size could create favorable
bidding opportunities with other contractors. Decommissioning
experience is being gained by the industry through the number of
plants which are now being decommissioned. Through this
experience efficiencies are being realized by the industry.
Therefore, AmerGen's claim is reasonable.”!
Have you seen any estimates prepared by AmerGen for decommissioning any of
ComkEd's nuclear plants?

No. ComkEd has refused to provide any documents related to any decommissioning cost

estimates for the Company’s plants prepared by PECO or AmerGen.>

Is it reasonable to expect that ComEd and its affiliated companies also should be able to
achieve the synergies and efficiencies that AmerGen has said are available to a large

nuclear operator?

51

Testimony of William Sherman on behalf of the Department of Public
Service in Docket No. 6300 before the Vermont Public Service Board, at
page 48, lines 9-18.

See ComEd’s response to Question No. 32 in CUB’s Second Set of Data
Requests.
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Yes. ComEd with its own thirteen nuclear power plants to decommission should be able
to take advantage of these same synergies and efficiencies.

In addition, AmerGen is fifty percent owned by PECO. Consequently, after the
merger with PECO is closed, AmerGen and ComEd will be affiliated companies. For
this reason, all of the synergies, efficiencies, and experience that will be gained by

AmerGen also should be available to ComEd.

Do you agree with ComEd's claim that ratepayers will benefit significantly from the
Company's decommissioning proposal, with savings of $1.0 billion?”’

No. As quantified in the testimony of Mr. Biewald, it appears that the Company's
proposal would result in windfall profits for the Genco. In fact, it appears that the
Company may already have collected adequate funds for decommissioning its nuclear
plants in a manner that protects the public health and safety and the environment when

life extension and delayed decommissioning are considered.

THE MARKET VALUE OF COMED’S NUCLEAR POWER PLANTS

What is the approximate market value of the nuclear power plants that ComEd is
proposing to transfer to Exelon Genco?

In March of 2000, the New York Power Authority accepted a bid of approximately
$319/kw for its two nuclear power plants and related nuclear fuel. At this price,

ComEd’s ten currently operating nuclear plants would be worth approximately $3

billion.
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Edison Exhibit 2, at page 3, lines 13-16 and 39-40, and Edison Exhibit 4,
at page 2, lines 5-7.
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A.

Please explain why you believe that the price received by the New York power authority

is representative of the current market for nuclear plants.

The $319/kw received by the New York Power Authority was significantly higher than

the prices received in other nuclear plant sales. However, there is substantial evidence

that the market for nuclear power plants has become much more robust and competitive
within the past year:

1. The sale of the New York Power Authority plants involved a fiercely competitive
bidding process between Entergy and Dominion Resources. However, a year to
18 months earlier, the Power Authority believed that there was no market for its
two nuclear plants.

2. One of the two bidders who bid approximately one billion dollars for the New
York Power Authority plants was a new entrant into the market. Since last
November, other new utilities have expressed interest in entering into the market
to purchase nuclear power plants.

3. The proposed sale of the two Nine Mile Point nuclear plants to AmerGen was
rejected by one of the plant’s minority owners and the New York State Public
Service Commission because the proposed sale price was too low. The plants

will now be sold through an open competitive auction process.

Does this complete your testimony at this time?

Yes.
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