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Wisconsin Electnc pov.in coupaur
231 NEST MICHIGAN, MILWAUKEE.NISCONSIN 53201

May 17, 1980

Mr. Harold Denton, Director
Office of Nuclear Reactor Regulation
U. S. NUCLEAR REGULATORY COMMISSION
Washington, D. C. 20555

Dear Mr. Denton:

DOCKET STN 50-502
HAVEN NUCLEAR PLANT

On May 21, 1979, the NRC Commissioners approved
a Staff reorganization plan which projected a delay of twelve
months in processing the Haven Nuclear Plant application before
the NRC. Joint Applicants in the above docket informed the
ublic Service Commission of Wisconsin (PSCW) of the projectedo

delay, whereupon the PSci ordered a proceeding to take testimony
and evidence with respect to the financial accounting and rate-
making treatment of the investment in the Haven Project as the
result of the NRC action in suspending licensing activities.
On February 14, 1980, the PSCW issued its order in the accounting
proceeding regarding the Haven Project. A copy of that Order is
attached hereto.

The Boards of Directors of the Joint Applicants
each carefully reviewed the status of the Haven Project, taking
into consideration the financial climate, the circumstances of
the Project (including all federal, state, and local regulatory
aspects), and the PSCW Order. They concluded that it was appropriate
to withdraw the Application before the PSCW for the Haven Project,
and so informed the PSC1 by letter dated February 29, 1980. A

copy of that letter is attached hereto.

Pursuant to the PSCi Order of February 14, 1980
and the election made by Joint Applicants, as set forth in their
letter of February 29, 1980, Joint Applicants hereby withdraw
their Application before th'e NRC to construct and operate the

\
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Mr. Harold R. Denton -2- May 17, 1980

Haven Nuclear Plant. While we continue to believe that in the
future Wisconsin and the nation must rely on a combination of
nuclear and coal-fired power plants to meet their energy
requirements, the financial and regulatory uncertainties at the
present time require Joint Applicants to wait for a more favorable
climate before committing tc another nuclear power plant.

Very truly yours,

Wisconsin Electric Power Company,
Wisconsin Power & Light Company,
Wisconsin Public Service Corporation,
Joint Applicants

+ n . O

By
Sol Bursyein, Executive Vice President
Wisconsih Electric Power Company

Attachments

.!
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Pd!)LIC SERVICC COf1 MISSION OF WISC0HSIN

Joint Application of Wisconsin Electric )

Power Company, Wisconsin Power and Light )

company and Wisconsin Public Service )

Corporation for Authority to Construct, , ) -

Install and Place in op ration a Nucicar ) 05-CC-3

Power Plant and Associated Substation )
Facilitics in the Toun of Moscl, Sheboygan *)
County, Together With the Uccessary Trans- )

mission racilitics to Tic the Plant With ) .*

the Transmission Systems of the Applicants. )

FINDINGS CF FACT AND ORDER

Wisconsin Electric Power Company, Wiscons'in Power

and Light Conpany and Wisconsin Public Service Corporation,

filed a joint application with the Commission on August 31,
'

1978 for authority under ss. l96.49 and 196.491 of the Wis.

Stats., and Chapters PSC 111 and PSC 112, Wis. Adm. Code, to

construct and place in operation a 900 mi nuclear , electric

generating unit, to be identified as the Haven Nuclear Plant,
and associated substation facilities l'n the town of Mosel,

Sheboygan County, together with the necessary transmission'

facilities to tie the plant with the transmission systems of
*

..
the applicants.

To date, the Commission has not accepted such appli-
.

cation for filing under the provisions of Chapter 196.491,
'

Wis. S tats . . ,

.

By letter of June 9,1979, applicants filed a lottor
with the Commission stating tha"t all licensing review activities
by the Nucicar Regulatory Commission (HRC) with respect to the

Haven Project would be suspended until January,1980 with the result,.

that the utilitics involved concluded that the on-line intro-
.-

duction of the Navon plant would be delayed from 1987 until 1989,

and that during the holding period Haven expenditurcs vould be
reduced to a minimum consistent with continuing the active status

.
.

.

*
.
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of the project.

On June 14, 1979, Wisconsin's Environmental Decado,
.

filed a motion with the Commission which included amongInc.,

other things, motions to dismiss the application in this docket
without prejudice, or directing applicants to cease the

practice of expensing the cost of money associated with the~

construction work in progress account for the proposed facility

and declaring that in the event the facility is not eventually'

completed that the capitalized amounts will not be assignabic
,

as an above-line expense to the rate payer.

As a result of the letter of June 8, 1979 the Com-
.

mission informally requested the staff to prepare a ecmorandum
.

for Commission consideration as to possible alternatives with

respect to accounting and rate making treatment of the precortifi-
cation expenditures incurred by the three applicants on the Haven

~
Project.

As a result thereof, the Commission on August 2,1979

issued a notice under the above docket to take testi=ony and

evidence with respect to the financial accountin,g and rate making
treatment of the invcSt=cnt in the Haven Project as the result of

the Nuc1 car Regulatory Commission Action in suspending licensing

activitics. ,

Hearings with res'pect thereto were held in Madison'

on August 27, 1979, October 22 and 23, 1979 and at Sheboygan, Wis-

consin, en December 20, 1979. The record in the docket was closed

at the end of the hearings on December 20, 1979.

Appearances at such hearings are set forth on appendix 1

attached hereto. ,

The Commission order herein provides for alternative

accounting and ratcmaking treat =cnt of Haven precortification
,

Expenses dependent on applicant's actions with respect to the

application in this proceeding.

.
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The Commission has heretofore in proceedings in-

volving an application for construction of the Koshkonong

and Tyrone Plants formally and informally given considera-

tion to the financial, accounting and rate making treatment

of necessary reasonabic and prudent precortification expensos .

incurred in connection with applications for certificates of.

authority to construct major generating and transmiss' ion
,

facilities. ,

"'
"

The subject of precertification expenses was at issue

in Commission orders of October 18,1974 and March 2, 1979 in

docket CA-5491, Koshkonong Project, and is currcntly the sub-

ject of investigation by the Commission in docket CA-5447,-

,

Tyrone Project.
,

Findings of Fact

THE COMMISSION FINDS *

Capitali=ed expenditures, exclusive of land, for the
,

,

Haven Project to June 30, 1979 as reflected by the record may

1 be summarized as follows:
,

.

Expenditures for Engineering,
Design, Licensing and Regulatory
Review of Haven Unit 1. $ 21,859,749

Expenditurcs for Future Nuclear
Fuel Enrichment Services and Other *

Nuclcar Fuel Activities. $ 6,540,600

Expenditures for Site Selection.
.

Evaluation and Regulatory Approval
Applicabic to the Haven Site. $ 8,502,166

Total Capitalized Expenditures to.
June 30, 1979. $ 36,902,515

,

Of this total, expenditures of $19,749,091 under the

first category above were recorded in March,1979 under provi-

sions of the Commission's order of Mare): 2, 1979 in docket CA-5491.

All'of the charges for nuclear fuel enrichment also resulted from
.

the March 2, 1979 order. Such amounts resulted from staff
.

'
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analysis included in a document entitled "Nicconsin Utilieles
Project, Summary of Expenditures Made for the Kochkonong

Project" introduced by the Accounts and Finance Division of

the Commission in the record in docket CA'-5491. In the March 2,

1979 order in docket CA-5491, the Commission found that the above i

expenditures made for the original proposed Kochkenong Unit 1 ,

,
, .

were prudently made in the course of pursuing regulatory approval
.

and such expenditures were of value and properly included in the
. .

cost of the proposed Haven Unit 1.'

With respect to the third item summarized above in

the amount of $8,502,166, the amount of $2,577,569 theroin was

for costs incurred through September, 1977 as expenditures for
.

site selection, evaluation and regulatory approval applicable
,

to the Haven site. In the early 1970's an in-depth analysis

' was made by Wisconsin Electric power Company of a number of

sites for locations of possible nuclear generating facilities
~

in Wisconsin. Subsequent thereto, the expenses for the Kosh-
,

konong site and half of the total expenses for the Rudolph

and Haven sites were capitalized en the books of Wisconsin

!
Electric Power Company with the cost involved in the remaining

three sites and half of the Rudolph-Eavon sites amortized over

a short period of years as operating expenses in revenue requige-
,

ment. The charge of $2,577,569 represents the amount capitalized
'

at that time as being half of the accumulated cost of the Rudolph-

Haven sites, and, as such, represents a prudent investment appli-

cable to Haven.

The remainder of expenditures in the amount of $8,035,255.

for engineer.ing, design, licensing and regulatory review and for'

,

site selection, evaluation and regulatory approval applicable to

the Haven site represent expenditures incurred during the months

from November, 1977 through Juno, 1979 as analyzed in the exhibit
.

.
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In this proceeding entitled "Suomaary of Expenditurcs Made for ths

Haven Project".

The notice of hearing in this proceeding was with re-
,

spect to all expenditures to June 30, 1979 associated with the

Haven project.
,

From an analysis ther'. eof in thc record, the commission*

,

finds that the amount of $120,054, of tho above total, consist-
.

ing of expenditures for public sclations, office personnel and
.

' miscellaneous expenses, nationa!. studies, and other miscellaneous

items were imprudently made with-. respect to being charged to the

Haven project and accordingly, $hould be written-off to account
426, Miscellaneous Income Deduczions. The remainder of $7,914,331

.
,

is found to have been prudently incurred in association with the

Haven project.

With respect to the bolding period resulting from

suspension of activitics by the Nuclear Regulatory Commission,
.

investment in the Haven Project could be (1) held in abeyance

during the period that the NRC review is delayed; (2) carried

. on a deferred basis during the :12.C delay with institution of

procedures to write off over a reasonable period of time the

incurred cost of various activities associated with procertifi-

cation expenditures to operating expenses with additional expend-

itures expensed as incurred or (3) dismiss the application for
'

the Haven Project and arrange frsr disposing of the recorded expend-

itures in the amount of $36,701,591.

Under developments of the 1970's, the time interval
between an indicated need for a particular generating or trans-

mission facility and the date when certificates of authority
are issued and construction can begin has extensively lengthened.

Additionally, there have been vnst increases in the nature and
quantity of activities necessary for proper consideration of.

. .

.
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construction cert 1ficates of authority, and the amount of'

,
,

expenditures has increased significantly during this icngthened

period. The cime involved and amounts incurred have added

significantly to the probicms concerned with recognition and
recovery of en > ital costs 'in carrying such cxpenditures and the

. increased acer."Jnting, financial and rate making problems assbelated
.

with carrying or disposing of such investments in the case of hold-
s

ing periods, cuch as the current 1:RC delay, or abandoned projects,
.

which was the subject of the Koshkonong problem and will be the'

subject of the Tyrone situation.

, A nolution to these probicms has'over a period of
years, since 1973, been the subject of numerous Commission dis-

.
~

cussions. To alloviate or at least diminish such problems, it
. .

has been pror.osed that the Commission take a more active role in

determining just exactly what has to be done during the pre-'

certification process and that expenditures which the Com-

mission deems necessary be charged to operating expenses and'

recovered in rates for services as incurred. Accordingly, the
I

purpose of hearings in this proceeding", in addition to

determining future accounting, financial and rate making treat-
ment of the accunulated Haven expenditures, is also to determine

i a just and reasonable practice of handling necessary precertifi.-

I cation expenditures for future projects.

The Commission has reviewed the testimony and evid-*

ence presented in this hearing by two vitnesses on behalf of

applicants, by six intervenor witnesses in Madison and 18 inter-

venor witnesses in Sheboygan, and on behalf of the Commission

staff.

With respect to the investment in precertification*

expenditures for the Haven Project in the amount of $36,902,515

to June 30, 1979 the Commission has previously found that the
,

,

.

,
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cxpenditures in the amount of $19,749,091 and $6,540,600

were prudently made in the course of pursuing regulatory

approval of Kochkonong Unit 1 and that such expenditures
are of value and are properly included in the cost of the

,

presently proposed Haven dnit 1. Of the remaining amount,
,

$120,924 will be written off to account 426, Misec11ancous-

Incomo Deductions and $7,914,331 is found to' nave been prudently
*

expended.
,

At the present time the amount of $30,240,991 is carried in
the amount of $3,270,300account 107, Construction Work in Progress,

is carried.in account 119.1, Nucicar Fuci '.n Process of Refinement,

Conversion, Enrichment and Fabrication with the amount of*

$3,270,300 carried in account 186, Misc. Deferred Debits."

The commission considers it unlikely that the amount of

$6,54 0,600 for fuel enrichment has future value and accordingly,
Ifarrangements should be made for writing off of this amount.

,

such investment results in future value, arrangements will be made5

for recovery and credits in future cost of public utility service,
l.' The Commission finds that such expenditures in amount of

.

'

$36,781,591 should be transferred to Account 106, Other Deferred

Debits, and amortized in equal monthly amounts over a three year
;

period to Account 558, Precertification Expenses starting with .
completion of the next rato case by each applicant.

The findings and order herein are with respect to total

capitalized expenditures recorded by applicants. Each applicant

shall handle his proportionato share of each expenditure in the

manner as provided herein.
Action will be taken at an early date with respect to

expenditurcs charged to the Haven project since June 30, 1979.
In connection with future procortification expensos,

the Commission considers it reasonable and just to give con-*

sideration to providing controls for expenditures with just

-7-.

*
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and reasonabic amounts thereof recorded to operating expenses

as incurred. Undoubtedly, based on present knowledge, it is

apparent that in futuro years planning, studios and other activi-
ties involved in the precortification proccus for generating and
transmission plant facilities will entail longer periods of
tir.e, expanded activitics and expenditures of increasingly larger-

,

amounts of money. This will enlarge the problems associated with
.

handling of capital costs on funds involved in the precortifi-
.

cation process and expand the problems associated with accounting,'

.

financial and rate making treatment of such expenditures in case
,

the project does not proceed to completion. It is increasingly

| likely that because of failure to complete the certification.
,

process or for other reasons, projects may be abandoned without
,

completion.

The Commission considers that expanded controls should

be placed on public utilities with respect to the nature, pur-
.

poses, cost and administration of activities during the precerti-
fication process, with reasonable and prudent expenditures

'

required in connection with such process to be recovered in

rates for service or otherwise recorded in the income state-
monts of public utilities as expended.

Accordingly, the commission will by revisions to -

the Uniform System of Accounts for electric utilities provide
. for accounting treatment of just and reasonable levels of pre-

certification expenses in the income statement and by account-

ing instructions related to conthly reports of Wisconsin utili-
tics provide for detailed information on a monthly basis as to

i

budgeted, contracted and expended amounts for studies, programs

and activities related to the precertification process.

- Intervenors in this proceeding have made motions and

presented testimony that the commission dismiss the application.

with respect to the Haven plant. The commission, at this point,

.

-8-
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hcs n3t accepted the application, nor have hearings been hold with
respect to the ' merits of the project. Question arises on behalf
of the applicants as to whether the application can be dismissed
without hearing on the merits of the project. Uncertainty exists

at this time as to the need for the project or its construction
. under present conditions involving nuclear power plants. The.

*

commission knows of no particular value at the present time in
'

either dismissing or retaining the application (holding it in abey-
-

ance). If the application were dismissed at this time it is possible,

that additional expenditures would be required for refiling if the
project appeared more viable and would likeiy result in cancellation
payments.

.

The commission finds that maintenance or dismissal of the
'

application under various circumstances might be of value with

respect to the position of the companies involved in their accept-
ance by the financial community. Applicants are in the best posi-
tion to evaluate such results.- -

The commission finds it reasonable and just that the
expenditures to June 30, 1979 of $36,7'81,591 be amortized to account

558 Precertification Expense over a three year period stat tirag with
completion of the next rate case by each applicant.

Under present circumstances a question arises as to
.

whether the unamortized amount should be included in the capital

base for return purposes. Applicants will be given the opportu-,

nity to datormine which procedure would result in the highest
.

degree of acceptance to the financial community, thus having the
overall highest benefit to the customer.

If applicants consider that continuance of the application
for the project will provide financial benefits by acceptance in the
financial community, the investment in Haven will be amortized over

a 3-year period starting with completion of the next rate proceed-
.

ing to account 558, Precertification Expenses, without the unamor-

.
-9-
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tized balance, scing included in the capital base for return requirc-

monts.

If they do not choose to withdraw the application and
abanden the project, they will retain something of value, that

is,a pending application at no cost. Clearly the stockholders

would receive the benefit associated at no cost, but by not'

.

allowing a return on the unamortized amounts, the commission is
a

requiring that the stockholders contribute to some of the costs
'

associated with retain'ing a pending application with possible

future value.

. On the other hand, if applicants determine that withdrawal

of the application and abandonment of the Haven project will provide.

more favorable consideration within the financial community, the

investment in Haven will be amortized over a three year period

starting with completion of the next rate proceeding to account

558, Percertification Expenses, with the unamortized balance
.

-

thereof included in the capital base for return requirement.

Action by applicants within 30 days following issuance
'

,
of this order will determine the amortization treatment of Haven

expenditures in the amount of $36,781,591 found to be prudent

and reasonable and just for amortization purposes. Intervenors in

this proceeding have made motions aqd presented testimony that the

commission dismiss the application with respect to the Haven plant.
.

-
.

The commission at this point, has not accepted the application,

nor have hearings been held with respect to the merits of the

project. In view of the action taken herein intervenors' notions

for dismissal of the application will be denied.

Accounting orders are classified as a Category 3 Action
.

under s. PSC 2.90 (3) , Wis. Adm. Code. This action consequently

requires neither an environmental impact statement under s.1.11,

Wis. Stats., nor an environmental screening under the Revised.

Guidelines for the Impicmentation of the Wisconsin Environmental

*
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IPolicy Act issued by Executive Order No. 26, Tcbruary 1976.
l

Motions. made by intervonors .with respect to incorporation

of the record in docket 05-UA-1 were dismissed by the examiner.
.

The commission has considered this matter and finds that the
record with respect to the matters in this proceeding are

com'plete and that accordingly, it is unnecessary to incorporate-

horcin the record as made in docket 05-UA-1 and therefore
.

the commission will sustain the ruling in this pracseding.
-

'

Requests were made in this proceeding for an extension of
.

time to file bricts. It is within the commissions perogative to

determine tlic necessity of and timing for filing of briefs in a

proceeding. The commission upon consideration fin,ds that the*

filing of bricfs in this proceeding would not be of additional"

value in the resolution thereof and accordingly, such requests

will be denied.

Motions were made in this procteding for oral arguments
,

with respect to the matters at issue. The commission may or may

not provide for oral arguments in a particular proceeding and ,

upon consideration of the record herein, has determined that no

purpose would be served by oral arguments herein and accordingly

the order herein will deny such motions.

*

Ultimate Findings of Fact

THE COm1ISSION FINDS:
.

1. That motions by intervenors for dismissal of the

application by Wisconsin Electric Power Company, Wisconsin

Power and Light Company, and Wisconsin Public Service Corpora-

tion for authority to construct a nuclear power plant and asso-

,ciated . substation f acilitics in the town of Mosel, Sheboygan
County, should be denied.

2. The expenditures of $36,781,591 capitalized to June

30, 1979 in connection with the Haven proceeding were prudently*

made in the course of pursuing regulatory authority and accordingly,.

-11-
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cach applicant shguld transfer to or carry to account 186, other Defer
Debits its share thereof, and amortize such amounts over 3-year

period starting with completion of their next rate case to account

558, Precertification Expenses.

3. That expenditures of $120,924 capitalized to hune
~

30, 1979 in connection with the Haven projcet were imprudently
.

made in the course of pursuing recent approval and accordingly,
'

such expenditures should be written off by charging to account
~

426, Miscellaneous Income Deduction.'

4. That each applicant herein shall give consideration

to and inform the commission within 30 days hereof as to the benefits

with respect to continuing the application or withdrawing the
,

'

application and abandoning the project. If the application contin-
.

ues in effect, the order will provide daat the benefits thereof

will offset the exclusion of the unamortized balance of such

expenditures in capital base for return purposes in rate proceed-

'

ings. If the application is withdrawn and the laven project

abandoned, the unamortized balance of such expanditures will be

included in the capital base for return purposes in rate proceed-

ings. *

,

5. That the Commission considers it reasonable and

just that a program be established through accounting instruc ,
,

tions related to the monthly reports filed by Wisconsin public

utilities as to detailed information concerning budgeted, con-*

tracted and expended activities related to the precertification

process for electric generating plants and transmission facilities.

6. That the Commission finds' it reasonable and just

that actions be taken under the docket prescribing Uniform

' System of Accounts to provide for accounts under which just and

reasonable icvels of precertification expenses can be charged to
, .

operating expenses as incurred.
,

7. That after due consideration, the commission sus-

'

-12-
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tains the ruling of the examiner denying the incorporation of~

the docket 05-UA-1 record into this proceeding.

8. That after due consideration, the commission denies

the request for an extension of time to file briefs.

9. That af ter (duc consideration, the commission denics
intervenor's motion for oral arguments in this proceeding.

.

10. That af ter due consideration, the commission deter-

'

mines that environmental screening worksheet and environmental
.

impact statement are not required in this proceeding.'

Conclusion of Law

Tl!E COMMISSION CONCLUDES:

That it has jurisdiction by virtue of ss. 196.02,
.

196.03, 196.05, 196.06, 196.10, 196.49 and 196.491, Wis. S ta ts . ,
,

to enter the follouing order and that such notice should be

issued.

Order

~ Tile COMMISSION T!!EREFORE ORDERS:

1. That motions by intervenors for dismissal of the -

application of Wisconsin Electric Power Company, Wisconsin Power
,

and Light Company, and Wisconsin Public Service Corporation for

authority to construct and place in operation a nuclear power

plant together with necessary transmission facilities in the
'

N
Town of Moscl, Sheboygan County, are denied.

2. That expenditures made in aggregate by Wisconsin*

,

Electric Power Company, Wisconsin Power and Light Company and

Wisconsin Public Service Corporation in the amount of $36,781,591

to June 30, 1979 were prudently made in the course of pursuing

regulatory approval.

3. That Wisconsin Electric Power Company, Wisconsin Power

and Light Company and Wisconsin Public Service Corporation shall,

transfer to or carry their proportionato share of such expenses
,

to Account 186, Miscellaneous Doferred Debits. Such amount carried
, ,

- -13-
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in Miscc11ancous Deferred Debits shall be amorti cd over a 'three
year period starting with completion of the next rate proceeding
equal monthly amounts to Account 558, Precortification Exponditurcs.

4. That expond.itures made in aggregate by Wisconsin .

Electric Power Company, Wisconsin Power and' Light Company, and

Wisconsin Public Service Corporation in the amount of $120,924.

were imprudent .or incorrectly capitali=ed and accordingly should
a

be written-off to account 4 26, Miscellancous Incomo Dcductions.
,

5. That within 30 days hereof each applicant shall advise

the commission of its decision as to continuance of the application
filed on August 31, 1978 or withdrawal thereof and abandonment of

the Havon Nuclear project. In case that such applications are,

maintained, the value thereof to applicant will be off-set by,,

exclusion of the unamorti:cd balance of such expenditures in capital
base for return purposes. In case such applications are withdrawn

and the project abandoned, the unamorti=ed balance of such expend-
.

tures will be included in capital base for return purposes.
6. That jurisdictic a be. retained for subsequent action

by the Commission as may be required with respect to treatment

of expenses in connection with such project recorded on and af ter

July 1,1979, and for any other subsequent action as may be appro-
priate in carrying out this order. \

'

7. That the ruling of the examinor denying incorpora-
.

tion of the docket 05-UA-1 record in this proceeding is sus-
tained.

8. That the motion for an extension of time to file
briefs in this proceeding is denied.

9. That the motion for oral arguments in this pro-
ceeding is denied.

.

.
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10. That the motions for an environmental scrconing
'

workshoot and environmental impact statement arc denied. .

Commissioner Cicchetti's concurring opinion is attached.
,

.

.

.
.

Dated at Madison, Wisconsin, ryn 1 A 7ggn
,

By the Commiss' on.i
.,

) %.

* -
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Lewis T. Mittness
Executive Socrotary
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CONCURRING OPIN!0ft OF
,

COINISSIONER CHARLES J. CICCHETTI
.

DOCKETS fiO. 05-UA-1
05-CE-3
2-U-7623

1. This opinion will outline my reasons for supporting the
.

.

outcomes in three cases which, in my mind,[are somewhat interrelated: The

,so-called CWIP case, the Haven ' Proceeding, and an order dealing with the
4

.
.

Uniform System of Accounts for electric utilities.'

2. Pre-certification expenses are a growing probicm for regu-

lators, consumers and utilities alike. The PSCW must become more involved

with reviewing and approving such pre-certification expendituresk, Since*

these expenditures may apply to a project which is ultimately 'not certified
.

and constructed, I also believe such expenditures should be expensed rather

than accumulated in rate-base. To place these expenditures in the rate base

. results in pressure on utility and regulatory decision-makers to approve
_

projects because expenditures have been incurred but have not yet been collected

from ratepayers. If pre-certifica, tion expend.itures are expensed, utility cash

flow will improve thus improving the financial health of the utility, to the bene-

fit of ratepayers. The increased regulatory scrutiny will also improve the envi-

ronmental, cost minimization and other aspects of progressive regulation. The

CHIP and Haven orce.s and their accompanyi,ng accounting order will accomplish this

important pre-certification reform.
'

. .

3. In the past the balance between CWIP and AFUDC mathods of han-

dling construction costs was fixed by precedent. With the actions taken in these

orders we will now review these matters on a case-by-case basis. The principal

objective will doubtless be to reduce the cost of financing for both current and

future users of electricity. The additional rate case review will make regulators,-

utilities and consumcrs aware of the all-too-obvious interdependence between

i facility expansion, revenue requirements and rate design. Fostering this aware-
I

*
.

ness is a philosophy that I have long supported. The steps taken in this set
,

.
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'

of cases may do more to put this philosophy in'to regulatory practicc than

any other cases in recent Wisconsin history.

4. T,he final matter in these cases is the disposition of

Haven I. Nobody who has followed my voting record should doubt my willing-
.

ness to vote against a specific power plant. This record is not strcng enough,
.- .

,

nor the due process completed, for me to vote to cancel Haven I. H,owever, I
'

believe, when the pre-certification expenditures already made by the utilities-

have been written off, as we have in like cases, that either we as regulators,

after another proceeding, or the utilities on their own, should cancel the
| plant. The reasons are three: a greatly reduced new utility demand forecast;

- .

rising costs and federal regulatory uncertainty; and escalating financing costs,
v.

especially for nuclear ventures.

The more than $36 million incurred and not previously written-off

,

for Haven was, in my opinion, a prudent and necessary expenditure and was

largely necessary in order to comply with federal certification procedures.

If the utilities withdraw the Have'n application, they must still retire the
i

.

outstanding indebtedness and pay financial carrying charges.-

The action taken in these orders will accelerate the retirement

of the financial obligation for Haven and its associated financial carrying

charges. These obligations are the proper' responsibility of the utilities'

ratepayers. However, if the utilities prefer to use the actions taken in
.

these orders and return their application for Haven in even a dormant fashion,

they will retain a potentially valuable asset. I do not believe the full cost

of the write-off should be borne by ratepayers if the utilities retain an asset

with an associated value, that is,an application before the NRC and PSCW. Accord-
f
'

ingly under such circumstances, I support the action taken in which, stockholders,.

I abs' orb some of the financial carrying cost of the write-off, rather than collect-

ing'it from the ratepayers. This is a stockholders' payment, or contribution,

for retaining an aoplication of potential (although to me dubious) value.-

|
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My clear regulatory and policy choice is to cancel llaven I and write
' off the prudent pre-certification expenditures and their attendant financial

carrying cost. I fully believe the utilities will pursue this course. We have

not," blackmailed" the utilities as some suggest. Instead, the choice offered
_

keeps the utilities from pretending the financihl mcratorium on new nuclear

ventures does not exist. If current management wants to maintain the pretense'

' , it should cost them something, perhaps $9 million in foregone carrying costs,'

and should, in my opinion, lead to stockholder-inspired managerial shake-ups.

d ? db
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Charles J. Cicenetti
Comissioner-
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February 29, 1980
.

Chairman Stanley York
Cominissioner Edward M. Parsons, Jr.
Public Service Commission of Wisconsin
Hill Farms State Office Building
Madison, Wisconsin 53702

Gentlemen:

Haven Nuclear Plant Project
Docket 05-CE-3

Wisconsin Electric Power Company, Wisconsin Power & Light Company
and Wisconsin Public Service Corporation,' the Joint Applicants in this proceeding,
have received and have given careful consideration to the Commission's Findings
of Fact and Order dated February 14,1980 (" Order") in this docket. That
Order directs the above-the-line amortization over three years of $36,781,591
of the Joint Applicants' pre-certification expenditures on the Haven Nuclear
Plant Project through June 30,1979 (recognizing that such expenditures "were
prudently made in the course of pursuing regulatory approval" of the Project),
but conditions the inclusion of the unamortized balance of such expenditures in'

capital base for return purposes upon the Joint Applicants' withdrawal of the
application in this docket and abandonment of the Project.

In the Order, the Commission recognizes that in the event of withdrawal
'

;

and abandonment, it is just and reasonable that a return be permitted on the
unamortized bairnce because of the fact that those amounts were prudently ,

expended and the carrying charges are' necessarily incurred so long as a balance |

remains on the Joint Applicants' books. The Joint Applicants further understand
that the Commission's rationale in not permitting a return on the unamortized
balance of these prudently incurred expenditures in the event the Project is
not abandoned is the Commission's position that a continuing Project would
have a value to the Joint Applicants' stockholders which should be reflected

lin an investment on their part, at least to the extent of their sustaining the
The Jointcarrying charges on the unamortized balance of such expenditures.

Applicants as sume from this that if the Project were continued, the carrying j
|

l charges in question would be recognized as part of the ultimate cost cf the
-

Project and would be recoverable in rates at such time as the Project were to
be placed in service or should be later abandoned. The Joint Applicants,

|

|

. . .
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therefore, view the alternative options described by the Commission as differing
only in timing of the recognition of the carrying charges involved (which are
clearly legitimate costs of service in any event) and does not present a financial
" incentive" for abandonment of the Project or a " penalty" for continuing it.

The Order indicates that the Joint Applicants are to be given the oppor-
tunity to determine which of the two options would result in the highest degree
of acceptance in the financial community and would provide the overall highest.

benefit to the Joint Applicants' customers.

The Boards of Directors of the Joint Applicants ha've each carefully
reviewed the status of the application and have carefully considered the financial
climate, the circumstances of the Project (including all federal, state and local
regulatory aspects), and the Commission's Order. While they continue to believe
that in the future Wisconsin and the nation must rely on a combination of nuclear
and coal-fired power plants to meet their electric energy requirements, they

| have concluded, based on this review and consideration, that it is appropriate
at this time that they withdraw the application to this Commission for the Haven
Project, and that they take other necessary steps to abandon the Project. An
essential ingredient in this determination, it must be noted, is the Commission's
Order which clearly communicates to the Joint Applicants' investors in particular
and the financial community in general, in precise terms, just what the con-
sequences of withdrawal and aband. nment will be. This certainty of treatment
is very important and is an essential underpinning of the Joint Applicants'
decision.

.

Very truly yours,

Wisconsin Electric Power Company,
Wisconsin Power & Light Company,
Wisconsin Public Service Corporation,
Joint Applicants

,

bBy
C. S. McNeer', President

Wisconsin Electric Power Company

i

|

|

| I

l

I
,

|

|
;

. . . . . . . - -


