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What isyour name, position and business addr ess?

My nameis David A. Schlissel. | am a Senior Consultant at Synapse Energy
Economics, Inc, 22 Pearl Street, Cambridge, MA 02139.

Please describe Synapse Ener gy Economics.

Synapse Energy Economics (" Synapse") is aresearch and consulting firm
specializing in energy and environmental issues, including electric generation,
transmission and distribution system reliability, market power, electricity market
prices, stranded costs, efficiency, renewable energy, environmental quality, and

nuclear power.

Synapse’ s clients include state consumer advocates, public utilities commission
staff, attorneys general, environmental organizations, federal government and
utilities. A complete description of Synapse is available at our website,

WwW.Synapse-energy.com.

Please summarize your educational background and recent work experience.

| graduated from the Massachusetts I nstitute of Technology in 1968 with a
Bachelor of Science Degree in Engineering. 1n 1969, | received a Master of
Science Degree in Engineering from Stanford University. In 1973, | received a
Law Degree from Stanford University. In addition, | studied nuclear engineering
at the Massachusetts Institute of Technology during the years 1983-1986.

Since 1983 | have been retained by governmental bodies, publicly-owned utilities,
and private organizations in 28 states to prepare expert testimony and analyses on
engineering and economic issues related to electric utilities. My clients have
included the New Mexico Public Regulation Commission, the General Staff of the
Arkansas Public Service Commission, the Staff of the Arizona Corporation
Commission, the U.S. Department of Justice, the Commonwealth of
Massachusetts, the Attorneys General of the States of Massachusetts, Michigan,

New Y ork, and Rhode Island, the General Electric Company, cities and townsin
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Connecticut, New Y ork and Virginia, state consumer advocates, and national and

local environmental organizations.

| have testified before state regulatory commissionsin Arizona, New Jersey,
Connecticut, Kansas, Texas, New Mexico, New Y ork, Vermont, North Carolina,
South Carolina, Maine, Illinois, Indiana, Ohio, Massachusetts, Missouri, Rhode
Island, Wisconsin, lowa, South Dakota, Georgia, Minnesota, Michigan, Florida
and North Dakota and before an Atomic Safety & Licensing Board of the U.S.
Nuclear Regulatory Commission.

A copy of my current resume is attached as Exhibit DAS-1.
On whose behalf areyou testifying in this case?

| am testifying on behalf of the Maryland Public Interest Research Group
Foundation, the Nuclear Information and Resource Service, Beyond Nuclear, and

Public Citizen-Energy.

Have you testified previoudly before this Commission?

Yes. | presented testimony in Commission Cases Nos. 8794/8804 and 8795.
What isthe purpose of your testimony?

Synapse was retained to review the testimony filed by Unistar Nuclear Energy,
LLC, and to provide testimony about the possible cost of the proposed Calvert
Cliffs 3 nuclear power plant.

What resear ch have you undertaken in preparing thistestimony?

As part of my ongoing work, | regularly review nuclear industry and other
publicly available documents regarding the estimated costs of proposed nuclear
power plantsin the United States and the costs and experiences of nuclear power
plants under construction overseas. For this specific project, | reviewed the
testimony filed by Unistar (“the Company”) and examined other public
information regarding the proposed Calvert Cliffs 3 project.
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Q.

Does Mr. Wallace or any of the other Company witnesses provide a cost
estimate for the proposed Calvert Cliffs 3?

No.

Have you seen any evidence that suggests that the Company does have an
estimated cost for the proposed Calvert Cliffs 3?

Yes. An articlein the March 13, 2008 issue of Nucleonics Week, quoted Company
witness Wallace and noted that “Unistar Nuclear Energy is about 30 to 45 days
away from having the latest cost estimate for building an EPR in the U.S.”*

What arethe estimated costsfor other proposed nuclear power plantsin the
u.s?

The construction cost estimates for new nuclear power plants are very uncertain
and have increased significantly in recent years. Companies that are planning new
nuclear units that have released their estimated costs are currently indicating that
the total costs (including escalation and financing costs) will be in the range of
$5,500/kW to $8,100/kW or between $6 billion and $9 billion for each 1,100 MW
plant.

These new cost estimates are far higher than the industry had previously
predicted. For example, as recently as the years 2000-2002, the industry and
Department of Energy were talking about overnight costs of $1,200/kW to
$1,500/kW for new nuclear units.? This range of estimated overnight costs
suggested total plant costs of between $2 and $4 billion per new nuclear unit. The
MIT Future of Nuclear Study in 2003, increased the estimated prices of new

nuclear plants to $2,000/kW, not including financing costs.

“Unistar Closing in on new estimate of cost of building EPR in the US,” Nucleonics Week, March
13, 2008, at page 3.

An overnight cost estimate is what the plant would cost if it could be built “overnight.” Overnight
cost estimates are regularly used in the industry. They do not include escalation or financing costs.
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However, the estimated costs for new nuclear power plants begin to increase
significantly starting in about 2006-2007. For example:

. A June 2007 report by the Keystone Center estimated an overnight cost of
$2,950/kW for anew nuclear plant. With interest, this figure trandated to
between $3,600/kW and $4,000/kW.>

. In October 2007, Moody’ s Investor Services estimated a range of between
$5,000/kW and $6,000/kW for the total cost of new nuclear units
(including escalation and financing costs) but acknowledged that this cost
estimate was “only marginally better than a guess.”*

Also in October 2007, Florida Power & Light (“FPL”) announced arange of
overnight costs (i.e., no escalation or financing costs) for its two proposed nuclear
power plants (total of 2200MW) as being between $3,108/kW and $4,540/kW.
FPL aso estimated the total cost of the project (including escalation and financing
costs) as being between $5,492/kW and $8,081/kW. These estimated costs
translated into a projected total cost of $12.1 billion to $17.8 billion, for just two
1100 MW plants.”

Other recently announced nuclear power plant costs estimates are in the same
approximate ball park as Florida Power & Light. For example, Progress Energy
has projected a cost of about $10.5 billion for two new nuclear units with
financing costs bringing the total up to about $13-14 billion.° However, Progress
Energy has not yet released any of the details underlying this cost estimate.”

Georgia Power also has estimated that the cost of its 45% share of the two

proposed V ogtle nuclear plants would be $6.4 billion which is about the same as

Nuclear Power Joint Fact-Finding, The Keystone Center, June 2007.
New Nuclear Generation in the United States, Moody’ s Investor Services, October 2007, at page
11.

° Direct Testimony and Exhibits of Steven D. Scroggs on behalf of Florida Power & Light in

Docket No. 07-0650, dated October 2007.

“Power Market Developments — the American Way,” Nuclear Engineering International, June
18, 2008, at page 24.

“Progress Energy plansto file its estimate for two new reactors with Floridaregulators,” Charlotte
News & Observer, March 11, 2008.
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Progress Energy’ s estimate for the cost of its two new nuclear units.® SCE& G has
similarly estimated that the cost of building two new nuclear units at an existing
power plant sitein South Carolinawould be $9.8 billion, exclusive of financing

costs and the costs of related transmission facilities.

How much would it cost to build Calvert Cliffs 3 if its estimated cost wereto

be about the same asthe estimated costs of these other units?

With the ranges of estimated costs that Florida Power & Light has announced for
its proposed nuclear power plants, the 1600 MW Calvert Cliffs 3 could be
expected to cost in the range of $7 billion to $9 billion, without any financing
costs. Including financing costs could be expected to increase these estimated

costs by severa billion dollars.

Isit widely accepted that the estimated costs for new nuclear power plants

arevery uncertain?

Yes. For example, Lew Hay, Chairman and CEO of Florida Power & Light has
told a meeting of the World Association of Nuclear Operators that “although
suppliers keep quoting overnight costs of $2500 to $3500 per kilowatt, | believe
the all-in costs are likely to be much higher — possibly twice as much once you
factor in owners' costs such as land, cooling towers, switchyard, etc., interest
during construction and cost escalation due to inflation and cost overruns. And of

course we have to have a contingency as well.”*°

Moody’s Investor Services also has specifically warned about the short-comings
of nuclear power plant cost estimates: “All-in fact-based assessments require

some basis for an overnight capital cost estimate, and the shortcomings of simply
asserting that capital costs could be “significantly higher than $3,500/kw” should

10

“New Wave of Nuclear Plants Faces High Costs,” Wall Street Journal, May 12, 2008, page B1.
“Power Market Developments — the American Way,” Nuclear Engineering International, June 18,
2008, at page 24.

“How much, for some utilities, the capital costs of a new nuclear power plant are prohibitive,”
Nuclear Engineering International, November 2007, at page 27.
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be support by some analysis. That said, Moody’ s can not confirm (and al of our
research supports our conclusion) definitive estimates for new nuclear costs at this
time. Moody’ s can assert with confidence that there is considerable uncertainty
with respect to the capital cost of new nuclear and coal-fired generating

technologies...” ™

Moody’ s further noted that “ Throughout our due diligence process, Moody’ s has
not been able to make a finite determination of the range for the all-in cost
associated with new nuclear. As aresult, we believe the ultimate costs associated
with building new nuclear generation do not exist today — and that the current cost

estimates represent best estimates, which are subject to change.”*

What arethereasonsfor the dramatic increasesin the estimated costs of new

nuclear power plants?

The increased estimated costs for today’ s new generation of nuclear plants are
due, in large part, to afierce worldwide competition for the resources,
commodities and manufacturing capacity needed in the design and construction of
new power plants. This competition has led to double-digit annual increasesin

the costs of key power plant commodities such as steel, copper, concrete, etc.

The worldwide demand also is straining the limited capacity of EPC
(Engineering, Procurement, and Construction) firms and equipment
manufacturers. The limited number of manufacturers and suppliers could cause
bottlenecks in construction if, as expected, there are multiple orders for new

power plantsin the U.S. and abroad.

For example, there are only two companies that have the heavy forging capacity
to create the largest equipment/components in new nuclear plants — Japan Steel

11

12

New Nuclear Generation in the United States, Moody’ s Investor Services, October 2007, at page
8.
1d, at page 10.
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Works and Creusot Forge in France.™® The demand for heavy forgings will be
significant because the nuclear industry will be waiting in line alongside the

petrochemical industry and new refineries for the material .

At the same time, two decades ago there were about 400 suppliers of nuclear plant
components and 900 so-called nuclear stamp, or N-stamp, certifications from the
American Society of Mechanical Engineers. Today there are fewer than 80
suppliersin the U.S. and fewer than 200 N-stamp certifications.® Indeed, the
chairman of the Nuclear Regulatory Commission has said publicly (in early 2007)
that it appears now there will be a great reliance on overseas companiesto
manufacture plant systems and components.*® He said that the NRC would need
to inspect the quality of the manufacturing programs in foreign firms to ensure
substandard materials or equipment don’t end up installed in plants. He a'so
cautioned that it would take more time to inspect foreign-made components than
it would to check quality control of U.S.-manufactured components. The heavy
reliance on overseas suppliers also will lead to cost increases due to the

continuing weakness of the U.S. dollar relative to other currencies.

The worldwide competition for power plant design and construction resources,
equipment and commaodities means fewer bidders for work, higher prices, earlier
payment schedules and longer delivery times. Long lead times (SiX years or so)
are expected for key plant components. The demand and cost for both on-site

construction labor and skilled manufacturing labor also have escal ated.

Moody’ s has summarized the increased risks associated with the international

competition for power plant resources as follows:

Dramatic increases in commodity prices over the recent past,
exacerbated by a skilled labor shortage, have led to significant

13

14
15
16

“Supply chain could slow the path to construction, officials say,” Nucleonics Week. February 15,
2007, at page 13.

slgla
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increases in the over-all cost estimates for major construction projects
around the world. In the case of new nuclear, the very detailed
specifications for forgings and other critical components for the
construction process can add a new element of complexity and
uncertainty. As noted previoudly, labor isin short supply and
commodity costs have been extremely volatile. Most importantly, the
commodities and world wide supply network associated with new
nuclear projects are also being called upon to build other generation
facilities, including coal aswell as nuclear, nationally and
internationally. Nuclear operators are also competing with major oil,
petrochemical and steel companies for access to these resources, and
thus represent a challenge to all major construction projects.”*’

Isit reasonable to expect that the current environment for building new

nuclear power plantswill continuefor the foreseeable future?

Yes. Thereis no reason to expect that the worl dwide competition for resources or
the existing supply constraints and bottlenecks affecting nuclear power plant costs

will clear anytime in the foreseeabl e future.

Isit reasonableto expect that the factorsthat have led to therecent increases
in the estimated costs of proposed nuclear power plantswill lead to further

increasesin the future?

Y es. For example, recent experience has shown that the costs of new coal-fired
power plants have increased significantly when the owners have actually gone out

for bids for plant equipment and for plant design and construction contracts.

Isthereany reason to believe that the costs of building new nuclear power

plantswill be even higher than theindustry isnow projecting?

Y es. Until the 1970s, building new nuclear power plants appeared to be a
relatively low risk investment because construction and operating costs were
relatively stable and easy to predict. However, starting in the 1970s, the costs of

building new nuclear power plants began to spiral out of control. As aresult, the

17

New Nuclear Generation in the United States, Moody’ s Investor Services, October 2007, at page
9.
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actual costs of new plants were two to three times higher than the costs that had

been estimated during licensing or at the start of construction.

As aresult, the nuclear industry has a very poor track record in predicting plant
construction costs and avoiding cost overruns. Indeed, as shown by datain a study
by the Department of Energy, the actual costs of 75 of the existing nuclear power
plantsin the U.S. exceeded the initially estimated costs of these units by over 200
percent. The following table shows the overruns experienced by these 75 nuclear

plants by the year in which construction of the nuclear power plant began.'®

Projected and Actual Construction Costs for Nuclear Power Plants

Bverage Dernight Costs®

Construction Starts Utilities' Projections Actual

Mumber of [Thousards of {Thousand s of Overrun

Year Initiated Plants" dollars per MW} dollars per MW} {Percent)
1966 1o 1967 11 6lz 1279 109
1960 1o 1948 26 741 2180 104
1570 1a 1571 12 B 2 AR0 246
1572 10 1573 7 125 1382 216
1974 ta 1575 14 1262 4817 251
1976 1a 1577 5 1430 4377 168
Oreerall Awverage 12 928 2959 ur

Sourca:  Songrassional Budgat Crikce (CED) barsed on data from Enrgy Infommation Administration, An Amejsis of oo Fowar Fign?
Conmiwcsn Cos, Technical Report COE/ETA-C4AE (Lanuany 1, 1986}

Motes: Becirichy-gensrating capachy b5 mazured in megawatts (A7) tha slecirical powse generabad by that capacliy 1= measurad In
micgzwath hours (MAR). Curing 3 full how of opartion, 1 MW of capacily produces 1 WRAT of doctriciy, which can powar raughly
800 avarage households.
Tha data underying CE2's analysls Inchuds only plamis on which constructon was bgun afier 1945 and complaied by 1586,
Caifa ane exprassed In 1582 dollar: and adjusied 1o 2005 dolars using the Buraau of Economic Bnalpsis’s prica Indax for privaie Tued
Irvastment in alciricly-generating siructunes. verages ane waighted by the numbar of planis.

a. Owvamighi coretniction cosis do not include Inandng chargas.

E. In this shudy, & nuclksar powar plank s dafined 3z having one reackor, {For sxampla, IF o ut Bty Bull two reaciors of tha sama she, tha
confguration would ba eoreldered tws addilonal power plans.)

Thus, the aver age cost overrun for these 75 nuclear units was 207 percent. In
other words, the actual average cost of the plants was about triple their estimated

Costs.

In fact, the datain the previous table understates the cost overruns experienced by
the U.S. nuclear industry because (1) the cost figures do not reflect escalation and

financing costs and (2) the database does not include some of the most expensive
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nuclear power plants built in the U.S. — e.g., Comanche Peak, South Texas,
Seabrook, and Vogtle. For example, the cost of the two unit Vogtle plant in
Georgiaincreased from $660 million to $8.7 billion in nominal dollars—a 1,200

percent overrun.

What wer e the consequences of the cost overruns experienced by the existing

generation of nuclear power plantsin the United States?

There were a number of significant consequences. First, only one-half of the
nuclear power plants that were proposed were actually built and ratepayers
frequently had to bear many millions of dollars of sunk costs for abandoned
projects. Second, the cost of power from completed nuclear power plants became
much more expensive for ratepayers than the proponents had claimed. In some
instances thisled to rate increases so large that they spawned the term “rate
shock.”.

Rising construction costs also led to severe financial problems for many of the
utilities that were building the nuclear power plants. For example, one company,
Public Service Company of New Hampshire, went bankrupt due to financing
difficulties associated with the Seabrook nuclear plant. Several other companies
nearly went bankrupt due to financial difficulties from their nuclear power plant
construction projects. In addition, the Washington Public Power System
defaulted on $2.25 billion in municipal bonds in 1983 after it had failed to

complete construction of two nuclear power plants.

Rising nuclear power plant costs also led to more than ten billion dollars of write-
offsand cost disallowance from utility rate bases. Finally, when many expensive
nuclear power plants were sold or divested to affiliates during restructuring efforts
in some states, ratepayers were left paying hundreds of millions of “ stranded”

plant costs.

18

This table was taken from the May 2008 report by the Congressional Budget Office, Nuclear
Power’s Role in Generating Electricity, at page 17.
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Q.

Isit reasonableto expect that the industry will experience significant cost

overrunsif it builds new nuclear power plantsin the United States?

Y es. Given the industry’s poor track record in estimating plant costs and the
substantial uncertainties associated with building new nuclear power plants (as|
have discussed above), it is reasonable to expect that the actual costs of new
plants will be much higher than the industry now claims. At the same time, it does
appear that the nuclear industry has learned some important lessons from the
problems experienced during the building and operation of the existing generation
of nuclear power plants and, therefore, can be expected to avoid some of those

problems.

But even just a 100 percent cost increase (i.e., adoubling of cost) would mean
that anew plant like Calvert Cliffs 3 would be extremely expensive, perhaps
costing as much as $15 billion and $20 billion, or more, for just one unit. Such an
increase of only 100 percent would be substantially below the 200 percent to 300
percent overruns that the industry experienced in building the nation’s existing

nuclear power plants.

Arethereany nuclear power plantssimilar in design to the proposed Calvert

Cliffs 3 currently in operation anywherein the U.S. or therest of theworld?
No.

Isit reasonable to expect that currently unanticipated problems may be
encountered during theinitial operations of new EPRsthat will affect the

cost of building and operating Calvert Cliffs 3?

Y es. One clear lesson from the existing generation of nuclear power plantsis that
significant problems may be discovered during operations that will require
modifications, and consequently, increased costs at other plants with the same or

similar designs.
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Q.

Company witness Wallace has mentioned that an EPR is*being licensed for

construction” at Olkiluoto in Finland.® What isthe status of that plant?

The Olkiluoto 3 EPR project in Finland has experienced many problems during
construction. Indeed, it is reported that completion of the plant is currently two
years behind schedule and the currently estimated cost of the plant has increased
by between 33% and 50% or about $2 billion.”

Mr. Wallace also mentionsthat an EPR iscurrently under construction in

Flamanville, France?* What is the status of that plant?

According to published reports, construction on the EPR in France began in
December 2007. Recent reports are that construction at this project was

temporarily halted in May, 2008 due to quality concerns.??

Mr. Wallace discusses the disposal of spent nuclear fuel assemblies and

waste.”® Does he mention what will ultimately be done with these wastes?

No. Mr. Wallace discusses the interim disposal of these wastes in the spent fuel
pool and the ISFSI. However, he provides no insights or evidence about the
ultimate disposal of the high levels wastes from Calvert Cliffs 3.

Istherecurrently a permanent repository for spent nuclear wastesin the
u.s.?

No.

19
20

21
22

23

Direct Testimony of Michael J. Wallace, at page 30, lines 9-10.

For example, see “ Second top TV O executive leaving Olkiluoto-3,” Nucleonics Week, June 26,
2008, at page 1.

1d, at page 30, lines 4-8.

For example, see “Regulator stops flow of concrete at Flamanville,” Nuclear Engineering
International, June 18, 2008, at page 4.

1d, at page 32, line 11, to page 33, line 6.
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Q.

Mr. Wallace mentionsthat UNE expects Calvert Cliffs 3to comeon line
providing power by December 2015.* Do you think thisisarealistic

schedule?

No. | think that that 2015 is much too optimistic given that the NRC has not yet
certified the standardized EPR design, that the NRC is currently being
overwhelmed with new license applications, the problems being experienced at
nuclear plant construction projects overseas, that no new nuclear plant has been
started in the U.S. for decades, and the supply constraints and bottlenecks | have
discussed earlier. Given all of these factors, | don’t think anyone can claim to
have any specific schedule for when a new nuclear power plant will come on line
in the United States.

Company witness Wallace discusses the federal loan guar antees and other
subsidiesfor new nuclear power plantsincluded in the Energy Policy Act of
2005. Do the subsidies and federal loan guar antees discussed by Mr. Wallace

actually reducetherisk of building new nuclear power plants?

No. These subsidies and loan guarantees do not reduce the risks associated with
new nuclear power plants. They merely transfer risks from the companies that
want to build the new plants to the federal government and its taxpayers. The
plants remain “very expensive, very high-risk projects,” as noted by John Rowe,
the chief executive officer of Exelon, currently the largest nuclear power plant
operator in the U.S..?

Isit reasonableto expect that the Unistar will be able to obtain federal loan

guaranteesfor all, or even most of, the cost of financing Calvert Cliffs 3?

No. So far, more than 20 proposals for new power plants are being advanced by
companies seeking to gain the same federal incentives and loan guarantees that

Mr. Wallace discusses. Because these incentives and |oan guarantees are limited,

24
25

1d, at page 33, lines 8-12.
“New Wave of Nuclear Plants Faces High Costs,” Wall Street Journal, May 12, 2008, page B1.
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it isvery uncertain what incentives and/or federal loan guarantees any single

builder of a new nuclear power plant actually will receive.

Congress has so far set alimit of $18.5 billion on the loan guarantees for new
nuclear plants. With estimated costs of $7 to $9 billion per unit, this $18.5 billion
will not stretch very far to guarantee the loans that companies say they need to
pursue new plants. Thus, any single applicant can expect to receive a guarantee
for only afraction of its cost of building a new nuclear plant — not the 80 percent
of the total project costs cited by Mr. Wallace. With the currently estimated
construction costs, this would remain true even if Congress were to raise the level

of loan guarantees to $50 billion or more.

Isthereany other aspect of the Company’s proposal that should concern the
Commission and the State of Maryland?

Yes. Mr. Wallace has explained that a some future date “UNE will likely hold its
ownership [in Calvert Cliffs 3] in ato-be-formed entity established for the sole
purpose of owning the unit. When that special purpose entity is formed and
ownership is transferred, the Co-Applicants will inform the Commission of this
change in ownership. This new ownership entity may have passive financia
investors and/or investors with experience in nuclear operation. Nevertheless, the

majority ownership and control of Calvert Cliffs Unit 3 will remain in UNE.”%

Synapse prepared areport in the summer of 2002 titled Financial Insecurity: The
Increasing Use of Limited Liability Companies and Multi-Tiered Holding
Companies to Own Nuclear Power Plants. A copy of thisreport is attached as
Exhibit DAS-2.

Our Financial Insecurity Report reached the following conclusion concerning the
risks raised by the plant ownership structure that Mr. Wallace' s testimony
suggests UNE is considering:

26

Direct Testimony of Michael J. Wallace, at page 18, line 16, to page 19, line 5.
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Conclusion

Over the last ten years, the ownership of an increasing number of
nuclear power plants has been transferred to arelatively small
number of very large corporations. These large corporations have
adopted business structures that create separate limited liability
subsidiaries for each nuclear plant, and in a number of instances,
separate operating and ownership entities that provide additional
liability buffers between the nuclear plant and its ultimate owners.
The limited liability structures being utilized are effective
mechanisms for transferring profits to the parent/owner while
avoiding tax payments. They also provide afinancia shield for the
parent/owner if an accident, equipment failure, safety upgrade, or
unusual maintenance need at one particular plant creates alarge,
unanticipated cost. The parent/owner can walk away, by declaring
bankruptcy for that separate entity, without jeopardizing its other
nuclear and non-nuclear investments. This report examines the
recent trend towards the use of limited liability corporationsin the
nuclear industry, often as part of multi-tiered holding companies,
and identifies numerous concerns related to the use of such
business structures.’

This conclusion was based on the following findings®:

Finding No. 1 - Nuclear power plant ownership and operation has become
increasingly consolidated in a small number of very large corporations.

Finding No. 2 — Complex, holding companies, often including Limited Liability
subsidiaries, are increasingly being used to own nuclear power plants.

Finding No. 3 — Limited Liability Companies are relatively new business
structures that can enhance a parent corporation's ability to transfer funds
fromits subsidiaries and to shield assets from liability for financial risks.

Finding No. 4 —There continue to be significant financial and other risks
associated with nuclear power plant ownership and operations.

Finding No. 5—The NRC has expressed concern that deregulation can adversely
affect the safety of operating nuclear power plants by increasing the
pressure on licensees to reduce costs.

Finding No. 6 — The NRC has expressed concern that the use of holding company
structures can reduce the assets that would be available for the safe
operation and decommissioning of a nuclear power plant. However, the
NRC does not adequately protect against the risk that an LLC subsidiary

27
28

Exhibit DAS-2, page 8 of 46.
Exhibit DAS-2, pages 8 of 46 to 10 of 46.
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will transfer all of its operating profitsto its parent company or engagein
risky loans to or questionable deals with affiliated companies.

Finding No. 7 - The NRC's reviews of the financial qualifications of new nuclear
power plant owners are inconsistent and may be too limited to ensure that
subsidiaries will have adequate funds to safely operate and decommission
their nuclear plants and pay retrospective Price-Anderson Act premiums.

Finding No. 8 — The financial guarantees that the NRC requires from prospective
nuclear power plant owners may not be adequate to assure that plants are
operated and decommissioned safely and that plant owners will be able to
pay retrospective Price-Anderson Act insurance premiums in the event of
anuclear accident.

Finding No. 9 - The NRC has proposed to significantly reduce its review of a non-
electric utility licensee’' sfinancial qualifications when it evaluates an
application to renew a nuclear plant’s operating license.

Finding No. 10 — The NRC does not require that parent corporations guarantee
that funds will be provided to safely operate and decommission the
nuclear power plants owned by their subsidiary companies.

Finding No. 11 — Taxpayers may be at risk if nuclear plant owning subsidiaries
are unable to continue making safety-related or decommissioning
expenditures or pay retrospective Price-Anderson Act premiums.

Finding No. 12 — The NRC has no statutory authority to require alicenseein
bankruptcy to continue making safety-related or decommissioning
expenditures or to pay retrospective Price-Anderson Act premiums.

Finding No. 13 — Case law indicates that it could be very difficult to hold a parent
corporation responsible for the liabilities incurred by nuclear power plant-
owning LLC subsidiaries in amulti-tiered holding company.

Finding No. 14 — The NRC has expressed serious doubts as to its ability to hold a
parent corporation responsible for the liabilities incurred by a subsidiary.

Finding No. 15 — Shielding parent corporations from nuclear power plant
operating, accident insurance, and decommissioning risksis unfair and
economically inefficient.

The Commission should ensure that UNE cannot simply avoid operating and/or
decommissioning liabilities for Calvert Cliffs 3 and transfer these liabilities to the
State of Maryland, its taxpayers and ratepayers, by having the plant’ s single asset

owner declare bankruptcy.
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Q.

A.

Doesthis complete your testimony?

Yes.
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