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Docket No.: 50-311 

Mr·. R. L. Mittl, General Manager 
Licensing & Environment 
Engineering & Construction Department 
Public Service Electric & Gas Company 
80 Park Plaza 
Newark, New Jersey 07101 

Dear Mr. Mittl: 

. . ..... -,--.- ,-

As you are aware, the U. S. Congress requires that the Nuclear Regulatory 
Cmmnission provide the Subcommittee on Energy and Hater.Development a monthly 
report on the major actions taken on operating reactors and on licensing 

~ reviews of new facilities. In a letter dated February 17, 1981, the Sub­
committee on Energy and Water Development requested that the monthly report 
be amended to include various information for each impacted plant. One 
category of additional information requested is the utility's best estimat~ 
of the monthly cost to maintain each impacted unit in an inactive status \ 
while awaiting a full power operating license. "'·'\: 

.. -

It is requested that you provide such an estimate including separate costs · ,_ 
of replacement energy and the capital expetJ,SS· during the delay period. The 
NRC will provide the infonnation received to Congress. For your information~ ' 
enclosed is NRR's estimate of the cost of delay which we plan to include in 
the March 1981 report to Congress. 

Your ~stimate should be provided orally to the Project Manager by noon Monday, 
March 30, 1981 and confirmed in writing by April 7, 1981. Please follow 
format enclosed in pr.oviding this infonnation. 

Enclosure: 
NRR1 s Estimate of Cost 

of Delay 

cc: 

Sincerely, 
()rlginal signed by 
~rank J. Miraglia f-v } , , 

RoQert L. Tedesco~ Ass~tant Director­
for Licensing 

Di~ision of Licensing 

.s 1 o 41 s ooCot", f 
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• UNITED STATES 
NUCLEAR REGULATORY COMMISSION 

WASHINGTON, D. C. 20555 

Docket No.: 50-311 

Mr. R. L. Mittl, General Manager 
Licensing & Environment 
Engineering & Construction Department 
Public Service Electric & Gas Company 
80 Park Plaza 
Newark, New Jersey 07101 

Dear Mr. Mittl: 

As you are aware, th.e U. S. Congress requires that the Nuclear Regulatory 
Commission provide the Subcommittee on Energy and Water Development a monthly 
report on the major actions taken on operating reactors and on licensing 
reviews of new facilities. In a letter dated February 17, 1981, the Sub­
committee on Energy and Water Development requested that the monthly report 
be amended to include various information for each impacted plant. One 
category of additional informati.on requested is the utility 1 s best estimate 
of the monthly cost to maintain each impacted unit in an inactive status 
while awatting a full power operating license. 

It is requested that you provide such an estimate including separate costs 
of replacement energy and the capital expense during the.delay period. The 
NRC will provide the information received to Congress. For your information, 
enclosed is NRR 1 s estimate of the cost of delay which we plan to include in 
the March 1981 report to Congress, 

Your estimate sh.cul d be provided orally to the Project Manager by noon Monday, 
March 30, 1981 and confirmed i.n vffi.ting by April 7, 1981, Please follow 
format enclosed i.n providi.ng this information, 

Enclosure: 
NRR 1 s Estimate of Cost 

of Delay 

cc: See next page. 

----~~;;i.. 

• 

. :;;:JJ))r~ 
r Ro.bert L. Tedesco, Assistant 

for Licensing 
Division of Licensing 

Di rector 



Mr. R. L. Mittl, General Manager 
Licensing & Environment 
Engineering & Construction Department 
Public Service Electric & Gas Company 
80 Park Plaza 
Newark, New Jersey 07101 

cc: Richard Fryling, Jr., Esq. 
Assistant General Counsel 
Public Service Electric & Gas Company 
80 Park Plaza 
Newark, Ne.,.1 Jersey 07101 

Mark Wetterhahn, Esq. 
Conner, Moore & Caber 
Suite 1050 
1747 Pennsylvania Avenue, N. W. 
Washington, D. C. 20006 

Mr. Leif J. Norrholm 
c/o U. S. Nuclear Regulatory Commission 
Drawer I 

·Hancocks Bridge, New Jersey 08038 
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-COST OF DEL.AY 

* Table 1 identifies ten nuclear units where the estimuted constructio1. 
completion date rrecedes the completion of the licensing effort. The 
NRR staff was asked to develop estimates of the costs thut will be 
incurred as a result of these licensing delays. These cstim~tes 
appear in the attached Table 2. One sl1ould be counizunt lli<1t the es~.i:11 1 :~ 
are highly sensitivt? to underlying assu;nptions which are suliject to 
much uncertainty (fuel price escalation, sources of repluce11,i;nt enersy 
available, expected performance of the nuclear unit in its ~nitial 
commercial start-up, etc.). Thus, the values reported in Tuble 2 shoul('. 
only be viewed as benchmark estimates. 

Cost of Replacement Energy 

The selection of an aiternative-:.-~nergy source is not something one c,jl\ ?"·ad: ly 
predict. logically, the util~ty will rely upon the least expensive ult1:1na:.iv· 
available. Ho\':ever, 1·1hat is available will depend on the ~,ystein ca;>ticii / m·;x 
and the demands existing on the system during the delay period. Depend~·;!] 
on these factors, rep1acement energy may be supp1ied by soP1r. cornbini1Lio1; of 
base, intermediate, and peaking units utilizing varying foe1 sources, or· thru 
outside purchases. 

For the purpose of this assessment, the staff has assumed "'.:~1ut ·111 r-::pl .. ::~ment 
energy will be made-up by capacity already on the appliceinc's s·;ste::-:. \·.;ere 
a system is heavily committed to i.1 particular cner9y_ source. rr•j)l.1cc·;; 1 ~nt 

. energy is vie\-Jed as coming totally from that source. If a sy·.t.r:rn's ·urii; ·ily· 
is heavily distributed among t•.vo or more fuel sources, the rcpiucc:mcnt t.::icrqy 
is assumed to be equally distributed among those energy so~rces. 

It is assumed that the nuclear unit would have operated at un ave:ril'..i'= Ci1'1tici ty 
factor of 60% during the delay period. The fuel costs in milis pe1· ~;!·Ji1 .·,rr: 
based on the fol101-iing assumptions. The fuel cost for coal, oil, ~11.'i n,1.tir.·l 
gas is based on actual values· (t per MM BTU) paid by c..Jch uLility .. ·. :1r .lu1. I 
These values were converted to mills per k~Jh based on a-verJ'.)e ;J1Jnl heat rt1'.··', 
of 11,000 BTU per kWh for oi 1 and gas-fired pl ants and 10 ,nuo f3TU per k~:l-i fr.,· 

coal fired plants. These costs were then escalatect at a nr1min,1: 11)% per yr.,, 
to reflect estimated costs in the 1981-83 timeframe. The nuch::r fuel c::,' 
is based on a 1977 estimate of 7.83 mi1ls per k\~h (assume:, no r.~c:,·c1~) ... ~ .. : 
escalated at a nominal rate of 5;' per year to reflect esti1nuted ~c··.t ;n ::,. 
1981-83 timeframe. These nuciear fuel cost assumptions ul\~ bJ:.•·'! nn :al1: · , , 
of NUREG -0480 (Coal and Nuclear: A Comparison of the CosL of ;.:,;::1'r--1tin·. 
Baseload Electricity by Regionj. 

Capital Expense During the Delay Period 

ihe capita1 expense represents the interest charges associaLcrl 1-;i U1 urr.:i1·.; 
the capital investment during the delay period. For the r11rp(J'.r~:. ,1: Lili: 
analysis it is assu111ed that interest accrues on the compll..!tcd c.1;ii l.1 '. co'· 
of the facility at the annual rate of 10% per year. It is our pn:.i 1 : .. n :·.:· 
this does not represent a real cost to the uti 1 i ty or its ru tCiJ·~·1r· 1 

• ':11t. 
rather shifts the financial burden from one group to the or 1 1-~1· .'11··1 1··.:··!r 
payments) and shifts payments in time. Thus for example, 11 r!·:: 1: •. ; '•\! 1

: 

* .not enclosed 

I 



.. \'. 

• ! 
: ~ , " e 

··period the state P' does not a 11 ow the i nte rest 110y·non ts to be ras s ed 
th rough to the ra teoa yer, the s tockho 1do1·s and tho 11 ti l i ty will be reQu fr,.' 
to absorb this cost as it is incurred. :rowever, 011r:c the nuc1car unit 
does become operational, these addi ti ona 1 i nter'::s t r:h.w9cs wi1 l be 
capitalized and recovered by the utility and its stockholders over u .. 
unit's useful 1 i f e. lfc>1e ver, because of current cash fl ow cons; dera ti(,,.\ 
the utility would prefer that the ratepayer absorb the capital expense 
as soon as practical. Alternatively, whereas the ratepayers will be 
relieved of carrying the ca pi ta l cost of the unit during the delay, they 
will be assesse.d higher carrying charges in the future once the unit 
becomes operational. It is argued that what they will be saving in 
carrying charges durin9 the delay period can be invested by them at the 
current opportunity cost of money to enable them to repay the additional carrying charges of the future. 

This neutral position with respect to increased capital expense is subject 
to a number of simplifying assumptions: 

a. During the period of delay, the money retained by cu:.tomers 
which would otherwise bQ;:_oaid i_n rates if the unit vicre 
operating can be investea at financial returns equivalent 
to those costs paid by the utility in carrying the plant 
in its construction work in progress account. 

b. There is adequate regional power supply in the short-term 
such that there is no need to make real economic rcso•1rce 
cor.mitments to expedite completion of other generati~9 capacity. 

c. The delayed nuclear unit_ does not deteriorate d~ring the 
delay period such that its useful operational life is shortened. 

d, The delayed start-up does-not result in the unit being 
technologically obsolete during the end of its useful 
life which has now been stretched out because of the delayed start-up. 
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COST OF REPLACE!."ENJ_J_NjRGY AND .. 9.~.!_TAL !!f'ENS[ _ INCIJl!Bf!J_QllL_!.QJ)CENS rn_G Df!AYl 

!I'lL CO'iL ES ILtiA_T..f _!_ ARE !_l!__QJ}J!UIT __ !2Q~b.6°~JJ e COST OF R£PL/ICEMUff ENERGY C/IP ITAi. EXPENSE ·--·------c:arTfai ________ 
Average ______ · -----·----r-sTr:.--tr.ital Replace- Estimated Expense 
Cost of Inc re- mated Replace- m .. 11t Cap !ta 1 Oeldy Capita 1 
Replace- Nuclear mental Length ment Energy Cost During Expense 

REPLACEMENT FUEL ment Fuel fuel of Energy Cost Per of Unit at Delay Per 

MIX % Fuel Cost Cost Delay Cost Month Completion Period Month 

UIHT ffi.le COAi. OIL GAS M!ll~k!!h__..Mill.!U!!'.!h_._!11.!J.ll!.!:!h_Mor!lJ~- ii x 10
6 

$1 x 19_
6 _11 x 106 $1 x 106 

Summer 900 50 50 31. l 10.0 21. l 8 66.4 . 8.3 800 53.3 6,7 

Dl ab Jo Canyon l 1084 100 62.2 9.5 52.7 12 300,2 25,0 1050 105.0 8.0 

Diablo Canyon 2 1106 100 68.4 10.0 58,4 5 141. 4 28.3 840 35.0 7.0 

San Onofre 2 1100 100 60.3 g,5 50.8 6 147.0 24.5 1820 91.0 15.2 

Zfnaner 792 50 50 44.6 10.0 34. 6 3 36,0 12.0 1030 25.ll 8.6 

McGuire 1100 100 16.9 9.5 7.4 l I 41. 8 3.8 770 70.6 6.4 

Susquehanna 1050 50 50 37.2 10.0 27. 2 8 100,0 12.5 1840 122.7 15. 3 

Waterford 3 1110 100 50.7 10.5 40.2 J 58, 5 19,5 1230 30.8 10. 3 

Shoreham l 820 100 41. 3 10.0 31. 3 l l.2 11. 2 2210 18. 4 18. 4 

Comanr.he Peak 1150 100 26.6 10.5 16. l 2 16.2 8. 1 1120 18.7 9.3 

•see accorapanylng t~xt for explanation and underlying assw~itfuns 


