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STATE OF NEW JERSEY 
Board of Regulatocy Commissioners 

Two Gateway Center 
. Newal'k, NJ 07102 

TO: THE AT'I'ACHED SERVICE LIST 

RE: Nuclear Generating Plant Decommissioning 
Proposed New Rules: N.J.A.C. 14:5A 
BRC Docket No. EX91020247 

Enclosed for your information find a copy of the 
proposed rules on the above matter which were approved for 
publication by the Board at its open public meeting of . 
September 25, 1991 along with a letter to the Office of 
Administrative Law requesting their publication in the New 
Jersey Register of Novem~er 4, 1991. 

The draft rule contains a proposed mechanism for 
periodic review of decommissioning cost updates· - which was 
the subject of the rule pre-proposal published earlier this 
year. In addition, the proposed rule has been expanded to 
include guidelines for trust fund investment managers and 
trustee procurement, as well as trust fund performance annual 
reports. 

Should you have any questions regarding this matter 
do not hesitate to contact me at (201) 648-3621, or Richard 
Hartung of my staff at (201) 648-2066. 

Enclosure: 
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SERVICE LIST 

NUCLEAR GENERATING PLAN'T DECOMMISSIONING 
RULES PROPOSAL N.J.A.C. 14:5A 
BPU DOCKET NUMBER EX91020247 

Francis Delany, Jr. 
Corporate Rate Counsel, TSF 
Public Service Electric & Gas Company 
P.O. Box 570 
Newark, NJ 07101 

Meredith I. Harlacher, Jr. 
Senior Vice President 
Planning and Regulatory Affairs 
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BOARD OF REGULATORY COMMISSIONERS 
Nuclear Generating Plant Decommissioning 
Proposed New Rules: N.J.A.C. 14:SA 
Authorized By: Board of Regulatory Commissioners, 
Dr. Edward H. Salmon, chairman 
Authority: N.J.S.A. 48:2-13 and 48:2-21 

BPO Docket Number EX91020247 

Proposal Number: 

Take Notice that the Board of Regulatory Commissioners 

(Board), formerly the Board of Public Utilities, pursuant to its 

authority at N.J.S.A. 48:2-13 and 48:2-21, will receive comments 

with respect to proposed regulations covering the decommissioning 

of nuclear generating plants. 

On April 1 1 1991, the Board published a rulemaking 

pre-proposal to solicit preliminary comments on a suggested format 

for a periodic review mechanism of nuclear plant decommissioning 

cost estimates. Comments were received from Public Service 

Electric & Gas Company, Atlantic City Electric Company, Jersey 

Central Power & Light Company, and the Department of the Public 

Advocate, Division of Rate Counsel. Based upon review of the 

comments received, as well as further deliberations by the Board 

concerning these and related issues, the- Board has developed 

the following-proposed Rules. 

While it is the responsibility of the Board to implement a 

process that will provide secure and adequate funds for 

decommissioning activities, the Board notes that there is 
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presently an uncertainty with respect to the magnitude of funds 
·-

needed due, in large measure, to the lack of experience ~ith 

regard to large (over 200 megawatt) plant decommissioning. 

Therefore, to the greatest extent possible, accurate and timely 

cost estimates are required if the Board is to properly balance 

the need for providing sufficient funds for the safe and timely 

decommissioning of nuclear facilities against the need to fairly 

assess current ratepayers for their share of these costs. The 

present funding levels for decommissioning costs provided for in 

New Jersey base rates generally reflect generic Nuclear Regulatory 

Commission guidelines and utility estimates. 

Although review of decommissioning cost estimates has 

historically taken place within the context of e~ectric utility 

base rate proceedings, the timing of base rate filings can vary 

substantially and can be driven by factors that have little to do 

·with developments related to nuclear plant decommissioning. 

Accordingly, the Board believes that there is a need for a 

mechanism to ensure periodic review of decommissioning cost 

estimates. Moreover, it is the Board's intent to ensure that the 

electric··utilities properly manage the decommissioning trust funds 

into which ratepayer monies are placed. Said management includes 

the selection of fund trustees and investment managers, as well as 

the establishment of investment guidelines. It is intended that 

the utilities maximize the returns on set-aside decommissioning 

funds while protecting the integrity of those funds to ensure 

their availability to finance plant decommissioning. 
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The proposed rules would require electric utilities to 

concurrently file once every three (3) years and, within ten (10) 

years of scheduled. shut-down every 18 months, the latest estimates 

for decommissioning costs at their respectively owned nuclear 

generating plants. The Board would then conduct an administrative 

review within the context of these filings to assess all 

decommissioning activity developments since the prior review and 

determine the need for more formal review prior to the filing of 

future base rate cases. 

The purpose of the Board's review would be to verify and/or 

identify a need to revisit the magnitude of. decommissioning funds 

required. The proposed rules would allow the joint submission of 

generic industry information by the affected utilities. The 

proposed rules also provide for a written comment process. At 

the conclusion of this procedure, and subsequent to its review of 

the generic state of the decommissioning experience and 

technology, the Board would reach findings as to the need to 

formally review the continued efficacy of present decommissioning 

funding levels at' each of the ·subject nuclear facilities and 

explore methods for revising funding levels where appropriate. If 

it is determined that there is a need to formally review the 

funding levels at any or all of the nuclear facilities prior to a 

future base rate filing, the Board would initiate a proceeding 

including a discovery process, rights of intervention, and public 

and/or evidentiary hearings. 
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The proposed rules also require electric~utilities to file 

annually decommissioning trust fund reports including information 

regarding fund asset value and portfolio mix, achieved returns on 

the trust funds, earnings indices used to benchmark trust fund 

performance and decommissioning investment manager and trustee fee 

structures and charges. The proposed rules also require electric 

utilities to notify the Board in writing of all changes in 

decommissioning trust fund agreements, investment managers and 

trustees prior to implementing the change, as well as establishing 

guidelines for manager and trustee procurement to ensure 

competitive solicitations. Upon receipt of the initial trust fund 

reports in February 1992, the Board will review utilities' fund 

investment guidelines and consider the need to adopt definitive 

generic guidelines. 

Interested persons may submit written comments relevant to 

the proposal on or before December 4, 1991. These submissions, 

and any inquiries should be addressed to:·., 

Robert Chilton, Director 

Division of Electric 

Board of Regulatory Commissioners 

Two Gateway Center 

Newark, New Jersey 07102 

The agency proposal follows: 
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CHAPTER SA NUCLEAR PLAN·r DECOMMISSIONING COST :A.ND TRUST FUND 

REVIEW 

SOBCHAPTER 1. PURPOSE, SCOPE AND DEFINITIONS 

14:SA-1.1 Purpose and scope 

The rules contained in this chapter are designed to provide a 

mechanism for periodic review of the estimated costs of 

decommissioning nuclear generating stations owned by New Jersey 

electric utilities for the purpose of assuring that adequate funds 

are available at the cessation of commercial operation of each of 

the facilities to assure completion of decommissioning activities. 

The proposed rules also set- forth
0

decommissioning trust fund 

reporting requirements for electric utilities and procurement 

guidelines for the selection of investment managers and trustees, 

in order to provide the Board timely information related to its 

oversight of the utilities' management of ·the funds. 

14:SA-1.2 Definitions 

The following words and terms when used in this chapter, 

shall have the following meanings unless the context clearly 

indicates otherwise. 

"BOARD" means the New Jersey Board of Regulatory Commissioners or 
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its successor. 

"DECOMMISSIONING" Means to remove a facility safely fro~ service 

and reduce residual radioactivity to a level that permits release 

of the property for unrestricted use and termination of NRC 

operating license. 

"DECON" is the method of decommissioning in which.the equipment, 

structures, and portions of a facility-and site containing 

radioactive contaminants are removed or decontaminated to a level 

that permits the property to be released. for unrestricted use 

shortly after cessation of operations. 

"DEPE" means t~e New Jersey Department -of Environmental Protection 

and Energy or its successor. 

"DOH" means the New Jersey Department of Health or its successor. 

"DOTNJ" means the New Jersey Department of Transportation or its 

successor. 

"DOTUS" means the United States Department of Transportation or 

its successor. 

"ELECTRIC PUBLIC UTILITY" means all electric public utilities as 

defined by N.J~S.A. 48:2-13, but does not mean municipally owned 

electric-public utilities. 
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11 ENTOMB" is the r;i.et11od in which radioactive contaminants are 

encased in a ~tructurally long-lived material, such as concrete. 

The entombed structure is appropriately maintained, and continued 

surveillance is carried out until the radioactivity decays to a 

level permitting unrestricted release of the property. 

"NRC" means the United States Nuclear Regulatory Commission or its 

successor. 

"PUBLIC ADVOCATE" means the New Jersey Department of the Public 

Advocate or its successor .. 

"SAFSTOR" is the method in which the nuclear facility is placed 

and maintaine~ in ~'co~dition that allows the nuclear facility to 

be safely stored and subsequently decontaminated (deferred 

decontamination) to levels that permit release for unrestricted 

use. 

SUBCHAPTER 2. DECOMMISSIONING COST UPDATE 

14:SA-2.1 Filing 

(a) Every New Jersey electric public utility having an ownersh:p 

interest in one or more nuclear generating stations shall 

file by January 1, 1993, and every three years thereafter. 
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unless otherwise directed by the Board, a uoecom.'lli:ssioning 

Cost Update'' (Update} with the Board for its consideration. 

(b) Notwithstanding the provisions of {a) above, at such time as 

the scheduled cessation of commercial operation of a nuclear 

generating station is within 10 years, a Decommissioning Cost 

Update shall be filed for that station(s) at eighteen month 

intervals. 

14:5A-2.2· Update Elements 

(a) The Update filing shall consist of the following elements, 

each of which shall be accompanied by technical support 

sufficient to provide the Board with a basis to evaluate the 

filing: 

1. For the initial filing on January 1, 1993, a generic 

assessment of the current status and-developing trends 

on all activities that affect the costs of.nuclear 

facility decommissioning. For each subsequent filing 

made pursuant to this chapter, an update of the current 

status and trends which have developed concerning all 

activities that affect the cost of nuclear facility 

decommissioning since the previous filing or more recent 

base rate case review. The activities required to be 

assessed under this paragraph shall include, at a 

8 

. . 

__J 



minimum, the following: 

i. Actual facility decommissioning costs- both foreign and 

domestic; 

ii. Development and use of state of the art equipment and 

techniques such as: robotics, heavy duty cutting 

methods, computer monitoring, remote observation systems 

and chemical cleaning methods which will increase 

efficiency and/or reduce radiation exposures, waste 

processing methods which reduce. ·the volume of 

decommissioning wastes, and other. innovations which have 

been developed since the last-estimate; 

iii. Development of both high level-and low level radioactive 

waste disposal sites and their cost or pricing 

structures; 

iv. Transportation methods and hardware; 

v. Applicable regulatory changes undertaken or specific 

clean up standards adopted by the NRC, DEP, DOH, DOTNJ, -

DOTUS or other appropriate governmental bodies; and 

,vi. Insurance cost estimates. 
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2 • For each nuclear generatir,g facility cwned in whole or 

in part by an electric public utility, the utility shall 

provide the latest cost estimate for decommissioning, 

along with all supporting documentation. In support of 

the information filed under this paragraph each utility 

shall indicate the following for each facility: 

i. The current projected date for cessation of commercial 

operation and the current projected date for 

commencement of decommissioning activities; 

ii. The status of any . ·ef farts by the utility. to extend the 

date for cessation of commercial operation, and changes 

in plant status including: extended plant shutdowns, 

expected levels of contamination, life exterision 

programs and plant operability after license 

termination; 

iii. The planned decommissioning option to. be employed upon 

cessation of commercial operation, from the following 

list of options: 

( 1) DECON; 

(2) ENTOMB; 

(3) SAFSTOR; or 

(4) Other options as deemed appropriate by the NRC, 

electric public utility and/or other applicable 
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entities; 

iv. The source of and supporting data for the 

decommissioning cost estimate, either resulting froM a 

site-specific study of the particular facility or via 

generic NRC guidelines or some other means: 

(1) In the event that the decommissioning cost estimate 

provided pursuant to this chapter is based upon a 

site-specific study, the electric public utility must 

provide that study, as well as any such studies 

previously performed for that facility. 

(2) In the event that the decommissioning cost estimate 

provided pursuant to this chapter is based upon generic 

NRC guidelines, the electric public utility must provide 

all information which led the utility to translate these 

guidelines into the particular cost estimate along with 

an explanation and supporting documents of all 

adjustments made to the NRC generic guidelines for each 

facility; 

v. The decommissioning cost estimate and assumed commercial 

operation cessation date which formed the basis for the 

existing level of decommissioning funding in the public 

electric utility's base rates; 
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vj.. A description of the spec~fic manner in which the 

infor~ation filed pursuant to (a)l ~bove affects the 

decommissioning cost estimate provided pursuant to this 

chapter. 

vii. Explanation of method used to calculate the annual 

contribution to the external funds including: inflation 

rates used to estimate future value and yield rates 

estimated for the external fund. 

viii. The remaining spent fuel storage capacity and need, if 

any, for expanded storage capacity. 

14:5A-2.l~JOIN'r SUBMISSIONS ..... 

(a) For purposes of avoiding the filing of duplicative 

information, the electric public utilities subject to this 

chapter may jointly file information with respect to the 

following: 

1. The generic industry activities required in N.J.A.C. 

14:SA-2.2(a)1 or 

2. In the event of co-ownership of a nuclear facility, t~e 

information concerning cost estimates pursuant to 

N.J.A.c. 14:SA-2.2(a)2 excluding N.J.A.C. 14:5A-2.2 ( l .'·,; 

12 



and vi which is required to be filed by each public 

electric utility. 

SUBCHAPTER 3. DECOMMISSIONING COST UPDATE PROCEDURES 

14:SA-3.l Public Notification 

(a) Concurrent with the filing with the Board as required in 

this chapter, each utility shall provide public notice 

of said filing in newspapers of general circulation in 

its service territory, in a form deemed appropriate by 

the Board. 

(b) Copy of the filing shall also be provided to the Public 

Advocate, NRC and DEPE. 

(c) Each utility shall make available for distribution to 

members of the public upon request an Executive summary 

of the filing made pursuant to this chapter. Said 

Executive Summary shall: 

1. summarize the information supplied pursuant to each 

section of Subchapters N.J.A.C. 14:SA-l and 2; 

2. Indicate procedures for comment-as set forth in 

N.J.A.C. 14:5A-3.2; and 
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3. Not exceed ten (10) pages in length. 

14:SA-3.2 Comment Period and Board review 

(a) For a period ending 60 days from filing of the Update or 

as otherwise extended by action of the Board, interested 

parties may submit comments to the Board. 

(b) Upon receipt and review of comments as well as the 

Update and other related additional information as 

requested, the Board shall make a determination as to 

the ne~d to initiate a proceeding to formally review the 

present funding level for any of the trusts. such a 

determination shall be set forth in a Board Order and 

shall be based upon the following considerations: 

1. A sufficient showing to provide a reasonable question 

as to the consistency of present funding levels with the 

most up-to-date estimates of decommissioning costs and, 

2. The absence of an alternative proceeding or expected 

proceeding, such as a base rate case, in which a full 

review of the cost estimates is being or will be 

undertaken. 
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(c) In the event that the Board determines a need for a 

formal proceeding, said proceeding shall follow the 

procedures set forth in N .J.:...B.~· 14: 5A-3. 3 through 

N.J.A.C. 14:5A-3.6. 

14:5A-3.3 Party Status and Intervention 

(a) The Public Advocate and the Depart~ent of Environmental 

Protection and Energy shall be granted party status. 

(b) An~ . .P.~~~q!l m.~y ma)Se _,a Mo~iQJ1 fox:. ~ntervention to .the 

Board with respect to the Update proceeding. Such 

Motion shall be decided pursuant to guidelines set forth 

in N.J.A.C. 1:1-16. 

14:SA-3.4 Discovery 

(a) Any party or intervenor as esta_blis~ed in N.J .A.C. 

14:SA-3.3 may propound discovery upon any public 

electric utility regarding its respective filings. 

(b) The schedule for the filing of supplemental information, 
I 

or testimony or propounding discovery and for responses 

thereto shall be established by the Board subsequent to 

its determination as to the need for a formal 

proceeding. 
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l4:5A-3.5 Public and Evidentiary Hearings 

(c) Within 90 days of the initiation of a formal proceeding, 

the Board shall schedule and convene a public hearing at 

which members of the public and interested parties shall 

be provided the opportunity to submit comments with 

respect to the filing. 

(d) The Board shall convene evidentiary hearings and 

additional public hearings as .necessary concerning the 

filing, and entertain written position papers from the 

parties. 

14:~A-3.6 Findings 

(a) Subsequent to the conclusion of hearings, the Board 

shall issue a Nuclear Facility Decommissioning Report 

(Report) which will address the following issues: 

1. A summary of the state of industry experience and 

technology concerning nuclear facility 

decommissioning~ 

2. Proposed findings as to the continued efficacy of 

present decommissioning funding levels for each of 
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the nuclear facilities wholly or partly owned by NE~ 

Jersey electric utilities and sub]ect to the formal 

review. 

3. Proposed methods for revising funding levels where 

deemed appropriate. 

(b) In the event evidentiary hearings are held and the Board 

determines that decommissioning costs and related 

funding should be changed, a Board Order shall be 

issued. 

SUBCHAPTER 4 DECOMMISSIONING TRUST FUND REVIEW. 

14:5A-4.l INVESTMENT MANAGER AND TRUSTEE PROCUREMENT PROCEDURES 

(a) In the procurement of any new decommissioning fund trustees 

and investment managers by an electric utility bidding 

procedures .which include public notification must be 

employed. 

1. The selection process must take into account, but is not 

necessarily· limited to the following considerations: 

i. Existing kn6wledge or demonstration of ability :~ 
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obtain knowledge of Inte~nal Revenue Service Rules 

relating to Nuclear Decommissioning Costs (26 

CFR parts 1 and 602 SEC 468A) ; 

ii. Performance Record in Fixed Income Area;. 

iii. Cash Management Capabilities; 

iv. Investment Manager and Trustee Fee Structures; -

v. Organizational Commitment to keep abreast and 

maintain a· presence in issues related to N~c~ear 

Deco~missioning Trust Fund Management; and 

vi. Demonstration of Sufficient Resources to 

Satisfactorily service the Fund. 

vii. Demonstration of a firm's ability to ensure that 

the assets contained in the Fund are clearly 

pledged to the utility and will not be considered 

assets of the managing or trustee institution. 

viii. The extent to which a particular firm expands the 

market of existing managers or trustees or 

otherwise provides a unique quality or creates a 

new and useful niche. 

18 
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2. The selection process employed pursuant to 

14:5A-4.2(a)l. shall be designed such that any one 

· criteria is not the sole basis for rejection of a f irn 

if the firm offers other unique and offsetting benefits. 

J. Each electric utility must demonstrate that requests for 

proposals are made widely available to interested and 

. qualified investment managers and trustees, both in and 

out of state. 

(b) Electric Utilities shall notify the Boar_d at least 4 weeks 

prior to the solicitation of 'new investment managers or 

trustees. Said notification shall include: 

i. A copy of the Requests for Proposals to be sent to 

potential investment managers and trustees; 

ii. A list of firms that will be sent RFPs and the 

manner in which the utility chose the distribution; 

and 

iii. The specific manner of public notification. 

(c) Further notification to the Board is required as follows: 

1. Identification of the firms chosen to be interviewed 

and the reason for selection. 
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2. Final selection of the firms and the reason f~r selection 

including a discussion of the criteria as established 

pursuant to 14:5A-4.l(a). 

(d) Copies of all executed trust or. fund management agreements, 

or material amendments thereto, shall be filed with the 

Board. 

14:5A-4.2 DECOMMISSIONING TRUST ANNUAL REPORTS 

(a) Each el~ctric utility shall file with the Board by February 

15, 1992, and annually each February 15 thereafter: 

1. An annual decommissioning trust fund report which shall 

provide for each nuclear generating station in which the 

electric utility has an ownership interest: 

i. The total end of year market value of the Inter·nal 

Revenue Service qualified and non~qualif ied trust 

funds; 

ii. The monthly pretax and after tax return earned on 

each fund for the year as well as the cumulative 
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returns from the inception of the decommissioning 

trust fund through the end of the calendar year for 

which the decommissioning annual report i.s being 

issued; 

iii. A comparison of the information provided in 

14:5A-4.2(a) 1 ii to an appropriate performance 

benchmark, as well as description and support for 

the benchmark; 

iv. The utility's strategy fo.r maximizing return while 

monitoring and managing portfolio risk and specific 

investment guidelines imposed on fund managers; 

v. The portfolio's asset mix, indicating types of 

securities, durations and quality ratings where 

appropriate; 

vi. A financial reconciliation from the beginning of 

the current twelve month investment period through 

the end of the current twelve month period 

reflecting each plant's qualified and non-qµalified 

funding history listed separately for the year to 

date and since inception; 

vii. An accounting of all fees, commissions and other 

. administrative costs incurred for the year; 
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viii. A statement of the assumed return built into the 

calculation of the funding annuity built into 

present rates; 

ix. For the prior calendar year and on a cumulative 

basis since the fund's inception a computation of 

the shortfall or excess between the actual market 

value of the fund and the value of the fund had the 

rate of return embedded in annual annuities built 

into rates been realized; and 

x. For jointly-owned stations in which there is shared 

ownership with one or more out-of-state utilities, 

the present amount of funds set-aside by each 

out-of-state utility for decommissioning each 

. station as well as the annual level of contribution 

toward a decommissioning fund. 

2. A copy of the utility's most recent annual certification 

reports.to the NRC for each wholly or partially-owned 

station. 

(b) Upon receipt of the initial Annual Reports filed pursuant to 

(a) above, the Board shall review the trust fund investment 

guidelines of each electric utility and consider the need ~or 

establishment of definitive generic investment guidelines. 
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(c) The apportionment of responsibility between electric utility 

shareholders and ratepayers for shortfalls or excesses in 

achieved returns on trust funds as reported pursuant to 

N.J.A.C. 14:5A-4.l(a)l.ix shall be considered by the Board in 

its review of proposed adjustments to the nuclear 

decommissioning annuities embedded in customer rates. 

14:5A-4.3 DISTRIBUTION OF TRUST FUND REPORT 

(a) A copy of the filing shall also be provided to the Public 

Advocate and DEPE. 
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State. of New Jersey 

Board of Regulatory Commissioners 

Two Gateway Center 

Newark, N.J. 07102 

September 27, 1991 

Mark J. Stanton, Esq. 
Office of Administrative Law 
Nine Quakerbridge Plaza 
Quakerbridge Road 
CN-049 
Trenton, New Jersey 08625 

Re: Nuclear Generating Plant Decommissioning 
Proposed New Rules: N.J.A.C. 14:5A 
BRC Docket No. EX91020247 

Dear Mr. Stanton: 

At-its open public meeting held on September 25, 1991, 
the Board of Regulatory Commissioners adopted proposed rules 
pertaining to the above cited matter and directed that they be 
submitted to the Office of Administrative Law for publication in 
the New Jersey Register for. comment. 

Enclosed herewith, please find· an original and two (2) 
copies of the Notice of Proposal. It is our.understanding that 
the timing of this filing will allow for publication in the 
November 4, 1991 Register. 

Should you have any questions regarding this matter or 
should you require any additional information, please do not 
hesitate to contact me at (201) 648-3242. 

As always, thank you very much for your assistance. 

Very truly yours, 

(-r·, 1 .... /\ 1 
'---~··(&.--~I ..l.J--../ --r·_... 

Edward D. Beslow 
Legal Specialist 


