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DISCLAIMER

This is an unofficial transcript of a meeting of the United States
Nuclear Regulatory Commission held on Thursday, l4-June 1979 in the
Commissions's offices at 1717 H Street, N. W., Washingten, D. C. The
meeting was open to public attendance and observation. This transcript
has not been reviewed, corrected, or edited, and it may contain

inaccuracies.

The transcript is intended solely for general informational
purposes. As provided by 10 CFR 2.103, it is nct part of the formal
or informal record of decision of the matters discussed. Expressions
of opinion in this transcript do not necessarily reflect final
determinations or beliefs. No pleading or other paper may be £iled
with the Commission in any proceeding as the result of or adéressed
to any statement or argument contained ner ia, except as th

Commission may authorize.
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CHAIRMAN HENDRIE: If we could come to order, the

Commission meets this afternoon tc hear discussions of the

power needs in the Pennsylvania-New Jersey-Maryland area; and,

in sort of two relays I think, we will start out and have a
brief statement from Bill Lindsay from the Fecderal Energy
Regulatory Commission.

And let's see, Frank, are vou going to =-- have you
got a thing vou'd like to say to us?

MR. HAINES: Well, sir, we have written up the

answers to the gquestions that we think you're interested in.

We can either give them to you or speak to it.

CHAIRMAN HENDRIE: Well, why don't we see if

Commissioners have questions, and others -- let's see, Frank

and Bill -- perhaps we can introduce the gentlemen at the
table.

MR. BHAINES: Yes, sir, this is Anthony Comec, who
works in the Power Supply Planning Branch with ne

MR. POWILKES: 1I'm EG Fowlkes with the FERC I'm in
the Special Investigation Branch.

CHAIRMAN EENDRIE: Glad tc have you with us, Ed
Why den't ycu go ahead.

MR. LINDSAY: Thank vou, Mr. Chairman

It's my understanding that cur concern here tocay

within

- .-

is with generating capacity
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would like to hear a little bit about the PJM pool, which is
the largest power pcol in the United States. Its members
consist of 10 investor-owned signatcries =-- or eicht, if you
count the two GPU membe:rs as cne, plus four associate
members, co-ops in public systems.

It covers a wide gecgraphic area, including three-
fourths of Pennsylvania, most cf New Jersey, a large part of
Maryland, and small parts of -- well, all of the District of
Columbia, and a small part of Virginia.

It's load in 1979 -- it's peak locad is estimated to
be 33,320 megawatts. It member systems serve cver 7 million
customers, a population -~ an area having a population of
over 21 million pecple.

It's a centrally dispatched power pool; planning for
the pool is well coordinated among the members of the pool
It is heavily interconnected with systems around the pool,
including the Allecheny Power System and New York Power Pcol,
Vir

- - e L
Cleveland Electric

inia Electric and Pcwer Ccmpany,

]

Illuminating Cempany.

It operates upon the basis cf a power-pooling agree-
ment, which is a contract among the signatories to the pool,
which sets forth the mutual understandings amcng them for the
structure ané ocperation of the »ool.

The pcol ccnsists ¢f a series of committees: a

management ccmmittee,
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engineering committee, an cperating committee, all of which
include in it representation from the varicus memberships.

The pocling agreement establishes principles of
coordiniting planning and operation, establishes generating
capacity obligation and transmission obligatiuns, establishes
rates for capacity deficiencies and rates for the interchancge
of energy within the pool and provides for arrangements with
nor.-pool members, PJM versus others.

It has a series of interccnnection agreements,
interchange agreements with all of the major systems with
which it is interconnected which I mentioned.

The pooling agreement icself is regulated by the
Federal Energy Regulatory Commission. We treat the pooling
agreement as a rate schedule, such that we regulate not onl§
the rates, but all ¢f the terms and conditions of the pocling

acreement.

The rates, however, that are charged by the individu

al members of the pool, if they are retail rates, they're
regulated by the state commissicns; if they are rates to
wheolesale customers -- municipals, co-ops, and whatagct <= they
are regulated by us.

As of the end of 1978, the nuclear proportion of the

installed capacity of the pocl was aprroximately 15.4 percent,

e * - - - . o .~ - - ¥
as compared with 35.2 percent czal, about 42 -~ 43 percent oil,

% - - = =
and the rest natural gas, a small amount ¢ natural gas, anc



1| about 5.7 percent hydro.

From the standpeint of electrical energy generaticn

2
3f projected for 1979, nuclear represents about 28~1/2 percent,
|
‘1 cocal represents 49.3 percent, cil roughly 20 percent, and the

5| rest, natural gas and hydro.

The pool engages, as I menticned, in interchancge

6 I
- with other systems that surround it -- it serves as the link
8 between the Northeast -- that is, New York and New England --

9| and the rest of the United States.

10 In order for power to pass thrcugh there, pass Irom
11l New England and New York to the rest of the United States, it
12| must go through PJM unless it can pass through Canada.

13 Much of the interchange that's gecing cn at the

N 14 || Present time is in the form of economy energy, purchases on t e

15| Part of the PJM pocl from systems to the west that generate

16| with coal, which has the effect of displacing oil fire genera-

17 | tion on the PJM system.
18 | Generally those transactions take place on a split

19 = savings basis. The decremental cost of PJM =-- cost as compared

20 | with the incremental cest of the coal generator and the coal
2,5 generator charges it's own cost, plus half the differc.ce.

|
22; With respect to the resources of th PJM peol, it's

i
23: cperable install capacity, after schedule and maintenance, for
24| the summer of 1279, is approximately 41,450 megawasts =-

s-Feceral Aeporwery, Inc.
25/ 41,457 megawatts.
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1 The projected load for the summer of '79 is 33,320
E megawatts, so that the installed reserve is 8137 megawatts, or
JI percent reserved -- that is, percent reserved, as compared
4 with projected peak load of 24.4 percent. That's without
5 Salem No. 2. It is also without T™ 1 and I, and without
6!l Lergen Neo. 1, without Eddystone No. 1 == and, as "~ said,

7| without Salem Neo. 2, -s deducted from 200 megawatts of

8 schedule maintenance

g The Salem, in the reserve percentage, would go to
10| 27.8 percent. The regquired reserve on the PJM system is
1 a number which is calculated upon the basis of load probabili-

12 ty studies. 7nd as I understand it, the pool's calculaticns,

13 based upon loss-of-lcad probability of one day in 10 years,

141l is 25.5 percent.
!
1§ | If you accept that as an appropriate reserve for
I
16! the pool, then it's apparent that the :eserves that the pocl
17 | has for 1979 are certainly in the general order of magnitude
18 | of that percentace, so that the problem her. =-- the absence cf
9 Saiem No. 2 cannot be said to clearly put the peel intc a
20 | deficient pesition, although it tends to be cn the edge of
;
21! ene day in l0-year probability estimate.
1
|
22 || COMMISSIONER ABEARNE: 3ill, do you assume toe
|
1 .
22! Beaver Valley in ==
24 MR. LINDSAY: 1s Beaver Valley in? Beaver Valley

2-Fecersl Reoor.ers, Inc.

3% is part of the Duguesne: it's not
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1 COMMISSIONER AHEARNE: Okay.

A |
2 MR. LINDSAY: The numbers for the summer of 1980 that

3 I have are not greatly different from percent reserves, are

4 not greatly different from those of 1979, sc there's a general

s‘ proposition, it seems to me, it is fair to say the problem
61 with Salem No. 2 1s not so much a reliability problem as it is
7 a problem of econcmics, a problem of the loss of generaticn,
3 which is exceeding the low-cost generation. This is an area |

9 that I believe Frank Haines will discuss in scme detail.

10 CHAIRMAN HENDRIE: Thank you.

1" COMMISSIONER AHEARNE: Thank you, Bill.

‘2M COMMISSIONER GILINSKY: Thank you.

13 CHAIRMAN HENDRIE: Would you go back and tell me

N

T

14| again =-- I missed a number. What is present installed

15 generating capacity in the pool?
16 | MR. LINDSAY: The present installed generating

17! capacity, if you == well, it's 42,047 megawatts,

12 If you subtract out T™ 1 and 2, 1656 megawatis,
19| Bergen No. 1, 287;Eddystone No.l, 33Z; and Salem No. 2, 1115
20 -= my number includeé Salem -- you get an cperable, installec
21! capacity of 41,657,
22 il And then, as I understand i%, there's 200 megawatts
end £5 23! of schedule maintenance, which reduces that tc 41,457.
24
«.Feceral Reoorrers, Inc. |

25
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CHAIRMAN HENDRIE:

Thank you.

Okay, let's see =-- Frank, you supplied us with

a sheet?

MR. HAINES:

Yes,

sir.

We addressed three guestions,

one of which Mr. Lindsay has covered, the smallest part of

it is the reserved margins.

Two points we would like to cover are, one, our best

estimate based on the data available to us on the replacement

costs of the energy, and we have calculated them for the

months of September, October, and November.

We have done this by meking assumptions for
heat rate, the capacity, and the
from average land values for PJM
ment costs of the cil that would

actually the system costs, which

these are guoted on my sheet.

The fuel cost is given

reughly 4.7 mils per kilowatt hour;

the nuclear
which is either dollars
Bour or mils per kilowat

mine by 2J!

=
-

=

talking

are not urlike numbers

we

fuel that wouléd ke

s
-
-

use

.
X val

fuel costs for Salem

be

in

-
-

-

- would give us the
otherwise burned --

this case is oil.

-
- r

Cctobe anéd November

ues are

-
-

he

and

And

\

replace-
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calculations we have done at earlier times on the PJM and other
systems,
these numbers h +0 be found out

We cbserved that ve

for this situation, because we have TM 1 and 2 down. Therefore,
our estimate for the costs of September, Octcber, November are
respectively $441,000 per day for September, 498,000 feor

October, and 468,-

for November. This is caused by the load

variatior; and the small amount of chancges in capacity.

The other pcint that we would like +o make is the
replacement, the source of the replacement energy. Our best
estimate, both from examining the capacity that's on this
system and which is confirmed by what PJM is telling us, is
-= that it is_oil burned, and we believe that it will be
37,000 barrels per day.

We also == just to add a little background to this
utilities

loocked up the 20 largest oll deliveries to electric

in the United States ané observeé that of those 20, five cof
them are cn the PJM system. PJM system is a very he oil-
burning system,

COMMISSIONER AHEARNE: Your assumption then, Praank,

is rather than buving coal-fireé power from the West, that
y would use their excess cil capacity. Is that correct?
MR, HEAINES: Qur understancding is based on the

way the system

<8 NIOW Trunning

at Valley Fcrze would
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1 is already exporting =-- the system is using as much ccal as
2il it can already. Therefore, the replacement would be oil.
3 COMMISSIONER AHEARNE: I understand, from Bill's
4 numoers, that the replacement capacity they have is cil.
2 My question is: 1Is it your assumption, rather than
él importing coal-generated electricity, that they would instead
7 # use their own excess oil capacity?
8 MR. HAINES: We would expect them to use the
9 economic capacity. Our understanding is that's an oil burne:
10 In other words, if there is coal available, it is coming into
n the system. It would continue, We understand the system to
12 be cperating on economics; and cn economics, it's calculating

, 13 0il as replacement. 1If there's coal that's cheaper that's

|
14 available to the system, we anticipate that it will continue
15; to come in, that it is an economic system, That s our
16|| understanding
17' Qur Vallevy Fcorge cperation would suggest that this
ls% is the case.
19 | COMMISSIONER AHEASNE: So you'rs saying that the
20| stage they are now in == that they are importing a level that
21} it would be cheaper for them to burn oil than it would be to
221 try to get more in coal imported elactricity.
23 | MR. HAINES: No, we understand that all the ccal
24. that's available being uses on the systen, either it's

»-Fegeryl Reporrers, Inc.

25! being brought in, but it is using its maximum available coal

| = g
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from any place it can get it.
I don't mean to quibble with you.
ing about something

COMMISSIONER KENNEDY: He's tal:

else. He's talking about wheeling in additional power that
is ccal generated from outside the system.

MR. HAINES: We would not think that is availabdle
base load.

MR. LINDSAY: They would continue to bring in
pretty much what they bring in now. This stuff would replace
oil just as -- just replace additicnal oil
addition to what the coal is already displacing.

Understand, they're only bringing in ccal-fired
generation of maybe what =-- 14-, 1500 megawatts? -- which
apparently is a very high percentage of what is possible for
is,

them to bring in economically. Thet there are

fire generation, in

constraint;

|

on the transmission. There are constraints un what's available
out there, and our understanding is they are bringing in mecst
of what :can be brought in.

COMMISSIONER AHEARNE: And they couldn':- Jring in
any more, you are saying? Any large amounts?

MR, LIND&AY: If they're gecing tu bring in more,
they're geoing to have to both £ind more, and either reduce
the reliability on the 'ransmissicn or increasc the capabilit
cf the transmission, or some ne of that sore,

far West as

“ ik

We've locked as
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Edison, and we have asked, for different purvec
is available and what they can do with coal;
out is the coal that's available when people
in other words, the coal is base lcaded, and
export, they're going to try to trade tc get
coal when the load is down.
way across the Mississippi River.

COMMISSIONER BRADFORD: How did you

was the right capacity factor?

MR. HAINES: We feel that that is a

for Salem 2.

COMMISSIONER BRADFORD: For any uni

month's cperation? -

MR. HAINES: When the system is up

That is the numper that we would

COMMISSIONER BRADFORD: Right from

MR. HAINES: No, we woutlédn't think

September or Octocber necessarily. What we're
the mecnths ¢of when that system hits an cperat
when it first comes on -- obviously, it's com
is scme point in there that we're not able to
when that unit will come up, and pecple will
ané get it up and run.

And when it runs in that mede, that
cost. Up until that time, I wouldn't think ¢

use,

13 |

ses, what coal
and what we f£ind

LI

don't

neec¢ it =--
if they want to

somebody else's

That's sort of the case all the

decide 70 percent

t in its first

and running?

éday one?

that day one

T e

estimaze axactly

P - e
try €t¢C generace
- >
T - e - el = Rael = e
s =he reclacement
- trmis 1A -
adac woul.ls oe
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replacement costs.
COMMISSIONER BRADFORD: Do

nuclear units

operation, 70 percent is the average?
MR. HAINES:

six months of coperation would nct be

core load.

of this size, during th

14

you know whether, for

eir first six months of

We would think that the unit =-- first

£rom the day it got a

We would think at some point it comes on-line; we

would think the core loaéd is down =-- would bring the operation

into the f£ifth month, or the sixth mon
start to run.

COMMISSIONER BRADFORD:
here for the months cof September, Oct

MR. HAINES: We're saying i
the cperators of the power plant feel
up and put on-line for the menth that
part of the month that it runs, that

We're not saying

S

u , 1f we understand react
they get brought down; they run, they
the time that they are up we chcse £0
capacity factor for that time frame,

i00 percen%.

COMMISSIONER BRADFORD: But
during these months you also anticiza
at zero?

th it would come up and

You are using 70 percent

cber, November,

f the power plant -- if
that it can be broucht
it runs, cr for whatever

that's appropriate.

an annual capaciiy factor.
ors, that thev run and
get broucht down. And
use the 70 percent

We Con't think it's

are vou saving then that
te days when it will be
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MR. HAINES: We would think that a new power plant

wouléd be brought down and come up.
COMMISSIONER BRADFORD: So that 70 percent wouldn't
in fact be a monthly capacity factor?
MR. HAINES: I don't know that I want to say what a
monthly capacity factor is.
COMMISSIONER BRADFORD: But it sounds as though
70 percent is the number you are using for the days when it's
working.

MR. HAINES: That is right.

COMMISSIONER BRADFORD: And so the monthly figure
could only be lower than 70.

MR. HAINES: If it ran more ;han 70 percent during
some part of the month, we would just assume it's an average

70 percent. It was an assumpticn on our part. We observed

that it's about 4-7/10 cents for the nuclear, and the cheapest

alternative is 29 cents, sc that there's a great difference in
price. And whether that 4.7 is 5 or 4, it's still a very

- =&
big difference.
- - s &£ - ’ .
The the big difference is not whether the pcwer
- 1 - *
plant is up or not, but whether cr nect the replacement powar
is at a certain price,
-~ - e SN R end - ~ -~ L2 4 L I ) & -4
COMMISSIONER BRADFORD: Well, but if the right

it

the montily

v

[

factor were

O

averace wers tTo turmn

to be 30 instead of 70 pezcent, it would 2 %hese

percent,
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numbers a lot, wouldn't it?

MR. HAINES:

Yes, it would.

COMMISSIONER BRADFORD: Have you macde any calcula-

tion to assume, in the way the rate setting normally works,
when the plant comes into operation, that will be the first
time it goes in the rate base -- that is, at the moment the
customers aren't paying the capacity costs?

MR. HAINES: We have not addressed the issue of

rates at all.

COMMISSIONER BRADFORD: So that these figures --

MR. LINDSAY:

I can tell you a little bit about

that. The two principal owners of this plant are Public

Service Electric and Gas, located in New Jersey, and Philadel-

phia Electric, located in Pennsylvania.

We checked with the state commissions of those two

states, and my understanding is that Pennsylvania doesn't

n't hav
any of this in the rate base, but New Jersey dces., So presum-
ably the rate payers in Pennsyvlivania won't be pa, .1¢ anything
until it comes on the line, at which time thev'll pay the Zull
cost. The rate payers in New Jersey are paving £or it alrsagdy

COMMISSIONER

they're tcld that ¢ ay’
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COMMISSIONER BRADFORD: 3But then at least as to
Pennsylvania, it sounds as though these savings are 441, 498,

and 468. You would need to subtract from that the capital

costs that would then cocme into the rate Dbase.

MR, LINDSAY:

It depends on whether ycu're talking

about savings to the rate payers, or the saving to the company.

The company, of course =-- it's a large saving. The rate paver
-=- it's not so large.
1f -- and depending upon how that eventually get
handled, if it doesn't go in the rate base, they're going to
continue to accumulate AFUDC so that the rates lzater on would
higher; ves.
MR. HAINES: But the cost that we're guoting is the
cos: that drops off the system when the cil plant drops off
the system. That's where the savings is.
When the oil plant comes off the system, that

avocides.

COMMISSICONER 3RADFOR. The fuel cost is avoics

MR. BAINES: Yes.

COMMISSIONER BRADFORD: But the capital cost of the
fuel plant would nct be reflected in the rate

MR, BHAINES: This does not acddress capital costs.

COMMISSICONER GILINSKY: 1I'm not sure I understcod
your answer to Commissioner Sradfcréd. 1Is 70 percent, In $ACE;
a reasonable capacity factecr to u on & sis of historical
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experience, with historical plants?

MR. HAINES: I would think, on a menth-by-menth
basis, once the plant is working and it has been turned over
for dispatch -- on a menth-by-month basis, that would not be
a -- that wo 1ld not be a particularly bad figure.
what we would think woulé happen is on a yearly basis
there would be times when the plant would be brought back down,
and the overall annual capacity factor would stay up. We would
think it would stay up there, probably be as good a number as
any we would use.

COMMISSIONER GILINSKY: But dces that reflect locking
at our experience of start-up of plants, or is it simply an
average figure that you're familiar with for capacity factors

of nuclear plants?

MR. HAINES: We have used a wide range of numbers
£for capacity factors in nuclear plants, depending upon the

time frame that we're addressing.

as we go back and look at the NRC gray book, when we talk
about power plants and find out what the record is, and very
often use that histcorical track record -- gooé or bad, we have
bserved the nuclear plants in New England, many cf them have
capacity factors like this that are mature for the lcong run.

COMMISSIONER GILINSKY: I know that.

I just wondered if vou felt the first several mcnths
of operation --
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MR, HAINES: I think is the number .I would think

-

would be appropriate on a menth-by-month basis, but I think
there would be some months down the road where it's brought
down so that it stays down sometime; there’'s no more 70 percent
all understand that this

COMMISSIONER GILINSKY: We

is an estimate. It could be higher:; it could be lower.

The questiocn is: Over these months, is that a
reasonable --

MR. HAINES: I would think if the power plant was
brought up and turned over to the dispatcher to use --

COMMISSIONER BRADFORD: You're sort of passing each
other, aren't you?

When would you expect that to happen?

MR, EAINES: In about six menths.

COMMISSIONER BRADFORD: Sixth month £from the time
fully loaded?

MR. BAINES: No, from the time the Commission savs
go.

COMMISSIONZR BRADFCRD If we said go today, the
sixth menth would be November. Ané the savings you're gueting
are f£or September, Cctcber, Novem

MR. HAINE We wrote numbers for September, Octcher,

November, because we den't know

We cbserved this is cone of
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schednle has never slipped in the times we looked at it.
We were surprised. We sent back to see how man
times the schedule has slipped,
So I'm not about to say that these gents can't
deliver in October or September.
COMMISSIONER BRADFORD: But they haven't themselves
said this a target.

MR. HAINES: We haven't discusseé this with the

owners?

MR. FOWLKES: I think I might clarify something here,

We're looking at system-for-system planning purposes. A new
plant like this =-- in your programs, you would procbably put in

a higher forced outage rate, representing  that unit is new

unit or an immature unit.

However, over the long run =--

T -

that unit for planning purposes in the program, you would
probably use the capacity factor that might come out to
around 70 percent, representing the fact that ycu now have 2
mature forced outage rate.

However, cnce tihis unit comes into cperation, it's
my understanding that PJM will run £his unit as a base-~lcad
enit; and it would use this unit in its economic dispatch,
such that it would generally have a low increment of cost and

: . 2 . !
cperating a hundred percent unless there was scme

1
lay-to=day
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unit will be running all the time.

So when you talk about immature, forced cutage rates,
that's generally in terms of a planning program or a planning
activity.

But in terms of your day-to-day operaticon, this unit
would be dispatched when it's available; unless there's some
mechanical failure or other failure, it will be on the 1l..:e
a hundred percent, because it's among the lowest cost capacity
within PIM.

COMMISSIONER BRADFORD: But you're talking really

about the period of time once the start-up testing is completed

and it's become commercial.

Before that, as they're gecing through testing,

they're just going tc be =-- have tc be times when we they can't
be coperating at anything like a hundred

MR. FCOWLKES: That'
times -- periods, normal pretest,

-

.
-

the plant might be at a hundred perceant. It might be for a day
sr for two days.

COMMISSIONER BRADFORD: I guess I'é have to say I'd
be sretty surprised though if it averaged out at 70 percent
during these particular months,

MR. FOWLXES: ©Oh, in the pre-test period, vou would

. *
‘l‘

We wou.

the three-month pericd.
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COMMISSIONER BRADFORD: I see.

MR, FOWLKES: Ancther thing, on the imports, any
time the incremental cost within PJM is higher than an
incremental cost on another system, for example ECAR to th
West, which is a cocal-based system, and ECAR has capacity
that it can sell to PJM, they would, of course, ship that
energy to PJM and PJM would contract tc purchase it because
it worla be more econcmical for their customers.

And we got an estimate from PJM indicating that on

the average it would expect to be importing somewhere

between 5 and 6 percent of their supply regquirements for

"using all different types of rate schedules.

One might be emergency of scme kind, some
of it might be economy and scme might be some firm schedule
for power. Anéd they normally have a s cheduled import of 180
megawatts from PASNY and the New York Power supply.

And that was imclucded in our capability.

CEAT M DT ~ b T alinml N weasvs 1A )
CHAIRMAN HEINDRIE: Gentlemen, I think it woculd be
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we went fcocrward with the second part.
" 1 % 5 ’ 11 gy was Y al
Th se gentiemen, aopelully, wWill D€ avaliladle

r guesticns.

~ - Lot B A LPTN A Wmares y - -
COMMISSIONER AHEARNE: I have some Juestions. ARe
.
they coming »ack?
=y T LPETNITND T Eaas™ " F. 1 2 1
CHAIRMAN HENDRIE: They are going to be right over

here,
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COMMISSIONER AHEARNE: I just wanted to straighten
ocut a few sets of numbers.

CHAIRMAN HENDRIE: Thank you very much.

COMMISSIONER AHEARNE: Don't disappear.

(Whereupon, at 3:15 p.m., the hearing was adjourned.)
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