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UNITED STATES OF AMERICA*'

NUCLEAR REGULATORY COMMISSION

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD

-. .

In the Matter of )
) , ,- -

HOUSTON LIGHTING & POWER COMPANY ) Docket No. 50-466 -

)
(Allens Creek Nuclear Generating )

Station, Unit 1) )

.

NRC STAFF RESPONSE TO FIRST SET OF INTERROGATORIES FROM
FINANCIAL QUALIFICATIONS INTERVEN0RS TO NRC STAFF

The NRC Staff responds as follows to the "First Set Of Interrogatories From

Financial Qualifications Intervenors To NRC Staff."
,

|
|FQ/S-1.1. SER Supplement No. 2, p. 20-1, states that "the earliest idate for conmercial operation of the Allen's Creek
!Nuclear Generating Station, Unit 1, is estimated to be |

March 1985." Applicant's answer to our Interrogatory l

FQ-1.2 (c) (i) stated that its most current cost estimates
assumed that " commercial operation would consnence in
November, 1987. " In answer to FQ-3.5 (a) (propounded
by Doggett approximately one month later) Applicant said
it " plans to have ACNGS available to serve the peak load
in the suniner of 1988."

(a) What is Staff's current projection for date of
consnercial operation of ACNGS?

(b) Does Staff believe the three years difference in
estimated date of commercial operation requires
re-evaluation of its financial qualifications
analysis in SER Supplement No. 2?

(c) What steps does Staff take to monitor and periodically
re-evaluate Applicant's financial qualifications?

Response

(a & b) Because the financial information in SER Supplement No. 2 is substantially

out of date, the Staff will request the Applicant to fully update its

8007300 M - g
-- -te a

-



.

-2-
.

previous financial submissions. The Staff will then present its own

updated analysis of the Applicant'c financial qualifications to design

and construct the facility.

(c) In accordance with the provisions of 10 C.F.R. 50.71(b), the Staff

routinely monitors the financial condition of licensees. This monitoring

is intensified in the case of licensees experiencing serious financial

difficulties.

FQ/S-1.2. Applicant's reply to our Interrogatory 3.21 (propounded
by Doggett) raises several questions about the data Poon
which Sec. 20 of SER Supplement No. 2 (March 1979) was
based.

(a) Did Staff in its analysis of Applicant's financial
qualifications assume that the construction costs
estimate of $1.055 billion included or excluded
interest, distribution, and general plant costs?

(b) Does the knowledge that the $1.055 billion figure ;
excluded these other costs alter Staff's analysis?

!
1

(c) Does Staff find cause for alann in the fact that
less than one year after publication of SER Supple-
ment No. 2, Applicant's construction cost for '

ACNGS went up by 40% over the estimate provided |in that Supplement. 1

(d) When, before March 1979, was t ie last construction
cost estimate provided to Staf'? What was that
estimate?

(e) Does Staff have any responsibil*ty to analyze
construction costs or construction cost increases?
If so, where may this analysis be found?
>.
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Response

(a,b,c) In the Staff's analysis in SER Supplement No. 2 we intended to include ~~
~

but inadvertently omitted interest and distribution costs. The Staff's -

updated analysis will include a review of more recent cost estimates,

including general plant costs, distribution costs and interest.

(d) In September of 1974 the Staff reviewed a total cost estimate for Allens

Creek Units 1 and 2 of $1.3 billion. This was not broken down by unit.

(e) The Staff analyzes the most recent cost estimates avai?able including any

cost increases. This analysis is found in the financial qualifications

sec+ :n of SER Supplements and in the Staff's testimony prepared for

hearings.
l
.

|

FQ/S-1.3. Applicant's replies to our Interrogatories FQ-1.4 and
FQ-1.5 indicate that Applicant has given little or no
thought to the costs associated with unexpected pre-
mature shutdown of the facility (a la Three Mile Island)
or even to the inevitable costs of waste storage and

,

'

disposal.

1(a) Does Staff consider Applicant in any way '

responsible for meeting these costs associated
with protecting the public health and safety?

(b) If so, what does Staff consider that responsi-
|bility to be? If not, where does Staff feel

that such responsibility lies?

(c) Does Staff find that a consideration of Appli-
cant's future ability to meet these costs should
be a part of the financial qualifications inquiry?
If not, when and where should this matter be

considered?
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Response
:: .

(a,b,c) At the operating license stage the Staff determines whether or not

the Applicant has reasonable assurance of obtaining the funds to '
,

operate the facility and to permanently shut down the facility and

maintain it in a safe condition. Such operating costs include the
.

costs of waste storage and disposal. The Staff's review is in

accordance with the provisions of 10 C.F.R. 50.33(f) and Appendix C

to 10 C.F.R. Part 50.
.

FQ/S-1.4. In Texas Public Utility Commission Docket No. 2676 (HL&P rate
case, hereinafter referred to as PUC 2676) Dr. Steven Sherwin
testified on behalf of HL&P concerning the effects of the
Three Mile Island accident on utility investment, to wit:

The events in Pennsylvania have not only brought
the physical risks to the fore with respect to
nuclear plants, but have also provided a very
forceful illustration of the interrelation between
physical and economic risks resulting from the
high concentration of capital in relatively few
plants . . . .

It has raised the cost of equity capital of
companies that are engaged in nuclear generation
of power and it is unlikely that investors' con-
cerns can be allayed in the foreseeable future . . . .

It will probably raise the cost of debt for those
companies that are now engaged in nuclear generation,
or are constructing nuclear plants . . . .

It has created an increased awareness that an
accident causing the outage of a plant may neces-
sitate the purchase of power from neighboring
utilities at an increased level of costs that may
not be automatically passed on to customers . . . .
(pre-filed testimony of D . Sherwin, PUC 2676,
p. 27).

.
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(a) Has Staff done any analysis of these and other financial
issues raised by the TMI accident?

.-

(b) Has the NRC revised its financial qualification: re- ,,

quirements since the TMI accident, either as a matter -

of national policy or in the specific case of ACNGS?
If so, what has been the result of that revised
analysis? If not, is such a review contemplated in
the future?

(c) Has Staff detected any change in the availability of
viable capital markets referred to on page 20-1 SER
Sr 71eme*t No. 2 since publication of same?

Response

(a c) The Staff has monitored the availability of capital to nuclear plant

licensees since the TMI accident and has determined that viable capital

markets do continue to exist for these utilities.

(b) The Staff is studying the financial effects of the TMI accident and has

not yet determined whether changes to its financial qualifications require-

ments are desirable.

|

FQ/S-1.5. Is Staff disturbed by the fact that as of Mar 31, 1979,
far in advance of the granting of a Construction Permit
by the NRC, Applicant's CWIP expenditures for Allens !
Creek were in excess of 130 milion dollars? (PUC 2676,

lSchedule C 4, Page 1, Line 1). Please consider this
|question in light of the unpublished order of the First !

Circuit Court of Appeals, quoted by the Nuclear
Regulatory Commission in its Seabrook Memorandum and
Order (Public Service Company of New Hampshire
(Seabrook Station, Units 1 and 2) CLI-78-1, 7 NRC 1,
18 (1978)):

We are unable to identify any other field
of publicly regulated private activity
where momentous decisions to commit funds
are made on the strength of preliminary

1
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decisions by several agencies which are
open to reevaluation and redetermination. ''. '

The risk of loss to the private investors
is necessarily a real and always present ,

one. Perhaps more important to the public ~.-

weal, the risk of public agencies and courts
accepting less desirable and limited options
or, worse, countenaacing a fait accompli are
foreboding.

Response

The Staff is concerned about the escalating cost of nuclear facilities

including costs classified as CWIP. However, the Applicant would sustain

a financial loss only if the facility were not completed and placed in

commercial operation, an eventuality that cannot be predicted.

FQ/S-1.6. lihat position does Staff expect to take at the hearing
with regard to Applicant's financial qualifications?

Response

The Staff will reach an updated conclusion on the Applicant's finar.cial

qualifications following receipt and analysis of the Applicant's revised

cost estimate and financing plan.

FQ/S-1.7. (a) Does Staff expect to call any witnesses with
regard to financial qualifications at the hearing?

(b) Who will those witnesses be?

(c) What testimony are those witnesses expected to give?

(d) What documents and other sources of information
are expected to be utilized in such ter timony?

,
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Response

(a,b,c) The S:aff expects to call Jim C. Petersen, Senior Financial Analyst.
'

s,

or Michael L. Karlowicz, Jr., Financial An 'yst, (both of the Office

of Nuclear Reactor Regulation) to testify on the Applicant's financial

qualifications. As noted above, the testimony and conclusion cannot

be determined until after the Applicant's updated financial package has

been received and evaluated.

(d) The Staff's firiancial witness will use information provided by the

Applicant, internally generated plant cost estimates; and information

from financial journals and reporting services.

,-
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JIM C. PETERSEN
'

PROFESSIONAL QUALIFICATIONS
1

0FFICE OF NUCLEAR REACTOR REGULATION ;
!
'

,:

I am the Senior Financial Analyst in the Office of Nuclear Reactor Regulation. .

U. S. Nuclear Regulatory Comission. I am responsible for the review and evaluation ~
of the financial qualifications of nuclear facility license app 1tcants to pursue pro- |

Posed activities under a license, primarily the construction and operation of nuclear
Power plants. In this regard, I have prepared financial qualifications analyses for ,

inclusion in the Staff's Safety Evaluations and for presentation as evidence on the )
record of the Atomic Safety and Licensing Board's safety hearings. I have served as '

a Staff witness before the Atomic Safety and Licensing Beard in a number of pro-
ceedings. My work also involves keeping abreast of developments in the money and .

,

capital markets and in the electric utility industry. !

|

I received a Bachelor of Science in business Administration degree (awarded cum -

laude) with a major in Accounting from the University-of Denver in 1968. I have con- s

tinued my formal education through college and university courses in finance, math. -

economics and computer science and through several intensive short courses. I am
a member of Beta Gama Sigma, the national busi. ass administration honorary, and |
Beta Alpha Psi, the national accounting honorar3 The latter organization presented |

me with its award for outstanding service. )

From 1968 through 1973, I was employed in a number of assignments on the staff
. of the Controller of the Atomic Energy Commission. These assignments included ,

reviewing, designing and implementing accounting systems and procedures for AEC
offices and AEC contractors. I also a';sisted in the financial review of nuclear |
facility license applicants during the period when that function was performed by '

independent staff members of the AEC Office of the Controller. That function was
subsequently transferred in its entirety to the NRC. In January of 1974, I joinad
the mgulatory staff and assumed responsibilities in the financial qualifications
myiew of nuclear facility license applicants. I have worked in NRC financial
analysis since that time, except for a one-year assignment at the U. S. Department
of Energy when I worked on the financing of emerging energy technologies.

.
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MICHAEL L. KARLOWICZ, JR.

STATEMENT OF PROFESSIONAL QUALIFICATIONS

e .
My primary responsibility as Financial Analyst at the U. S. Nuclear
Regulatory Commission is the performance of the financial qualifications ' ' -
review of applicants during the nuclear licensing process. This review
includes an analysis of estimated construction costs in construction per-
mit p.;ceedings and operating and decommissioning expenses in operating
license matters. Concomitantly, the financial review encompasses the
projected financing methods by which the required funds will be cbtained.
For those entities which are regulated public utilities, examination is
also performed of the climate and trends of its regulatory environment.
In this regard, I have prepared financial testimony for inclusion in
supplements to the Staff's Safety Evaluation Re 'rt and for presentationr
at Atomic Safety and Licensing Board Hearings.

My responsibilities also include the monitoring and keeping abreast of
the money and capital markets, particularly those affecting the publicly
and investor-owned electric utility sector of our economy. In this
respect, I maintain a regular course of ccmmunication with the financial
community. This includes utility securities officers and specialists
representing the major rating firms, investrent banking institutions,
brokerage houses, and the Securities Exchange Commission. Additionally,
I serve as liaison for the NRC in financial matters with the Federal and
State Utility Commissions.

I received a Bachelor of Science Degree with a major in Pathematics in
1972 from Saint Peter's College. In 1Q76, I received my Juris Doctorate
from the Delaware Law School. Thereafter, I attended the post-graduate
L. L. M. tax law program at New York Universit3 in 1976 through 1977.
Presently, I am undertaking studie - in finance in the post-graduate
program at the American University School of Business Administration.
I am a member of the John Marshall Honorary Society of Delaware Law
School, the American Bar Association, and its section of Public Utility
Law. I am admitted to the New Jersey Supreme Court, the United States
District Court for the New Jersey District, the United Statas Tax Court,
the United States Court of Claims, the United States Court of Custons
and Patent Appeals, and the District of Columbia Court of Appeals.

Prior to my joining the U. S. Nuclear Regulatory Commission in December l

1977, I spent three years with the New Jersey Department of the Public 1

Advocate, Division of Rate Counsel. As boch attorney and economist, my
responsibilities included tue representation of the public interest in
proceedings involving proposals of increases in rates or discontinuance
of service by regulated industries. In this respect, my responsibilities ,

'were the presentation of the public posi' ion and the cross-examination of
expert witnesses representing applican.s or intervenors before state
regulatory commissions. During the years 1969 through 1974, I was

w
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associated with Public Service Electric and Gas Conpany in the System :2 -

Planning and Develnpment Department and the Office of the Corporate
Economist. There, I was responsible for the conducting of short, -

medium, and long-range studies in financial planning, the preparation
.

of expert testimony, the implementation and development of financial
modeling, and the performance of economic analysis.

.

I I

t |

|
'



, _--__ - _ - - _ - _ _ _ _ _ _ .

.

UNITED STATES OF AMERICA
'

NUCLEAR REGULATORY COMMISSION

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD

' ~
.-In the Matter of )

) *
.

HOUSTON LIGHTING & POWER COMPANY ) Docket No. 50-466
'

-

)
(Allens Creek Nuclear Generating )

Station, Unit 1) )

AFFIDAVIT OF CALVIN W. MOON

I hereby depose and say under oath that the foregoing NRC Staff responses

to interrogatories propounded by the financial qualifications Intervenors

were prepared by me or under my supervision. I certify that the answers

given are true and correct to the best of ray knowledge, information and

belief.

0 1Nr N $fc'h -
Calvin W. Moon

'

Subscribed and sworr. to before me
this 25th day of July, 1980.

f htf( M
Notary' Public /

My Commission expires: July 1. 1982 .

|
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UNITED STATES OF AMERICA
*

. NUCLEAR REGULATORY COMMISSION

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD

''
) .In the Matter of -

)
.

HOUSTON LIGHTING & POWER COMPANY Docket No. 50-466 .

'

(Allens Creek Nuclear Generating )
Station, Unit 1) )

CERTIFICATE OF SERVICE
'

I hereby certify that copies of "NRC STAFF RESPONSE TO FIRST SET OF INTERROGATORIES
FROM FINANCIAL QUALIFICATIONS INTERVENORS TO NRC STAFF", Professional Qualifications
of Jim C. Petersen and liichael L. Karlowicz, Jr., and " AFFIDAVIT OF CALVIN W. MOON" -

in the above-captioned proceeding have been served on the following by deposit in
the United States mail, first class or, as indicated by an asterisk through deposit
in th
1980:,e Nuclear Regulatory Cannission internal mail system, this 28th, day of July,

Sheldon J. Wolfe, Esq. , Chairman * . Richard Lowerre, Esq.
Atomic Safety and Licensing Board Panel Asst. Attorney General for the
U.S. Nuclear Regulatory Commission State of Texas
Washington, DC 20555 P.G. Box 12548

Capitol Station-

Dr. E. Leonard Cheatum Austin, Texas 78711
Route 3, Box 350A '

*Watkinsville, Georgia 30677 Hon. Jerry Sliva, Mayor
City of Wallis, Texas 77485

Mr. Gustave A. Linenberger *
Atomic Safety and Licerising Board Panel Hon. John R. Mikeska j

0.S. Nuclear Regulatory' Commission Austin County Judge
Washington, DC 20555 P.O. Box 310

Bellville, Texas 77418

- Mr. John F. Doherty -s
4327 Alconbury Street ' ' ^

Houston, Texas 77021

J. Gregory Copeland, Esq. Mr. and Mrs. Robert S. Framson
Baker & Botts 4822 Waynesboro Drive-

One Shell Plaza - Houston, Texas 77035
.

Houston, Texas 77002
i

Mr. F. H. Potthoff, III
Jack Newman, Esq. 7200 Shady Villa #110
Lowenstein, Reis, Newman & Axelrad Houston, Texas 770 i5
1025 Connecticut Avenue, N.W.
Washington, DC 20037 D. Marrack l

. 420 Mulberry Lane
Carro.Hitderstein Bellaire, Texas 77401 ...e

8739 Link Terrace
, Houston, Texas 77025

. .

.
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Texas Public Interest Margaret Bishop
Research Group, Inc. 11418 Oak Spring

c/o James Scott, Jr. , Esq. Houston, Texas 77043 .:'
13935 Ivymount

'

Sugarland, Texas 77478 ,

,

Brenda A. McCorkle
6140 Darnell
Houston, Texas 770/4 J. Morgan Bishop

11418 Oak Spring .

Mr. Wayr.e Rentfro Houston, Texas 77043
P.O. Box 1335
Rosenberg, Texas 77471 Stephen A. Doggett, Esq.

Pollan, Nicholson & Doggett .

Rosemary N. Lemmer P.O. Box 592
11423 Oak Spring Rosenberg, Texas 77471

,

Houston, Texas 77043 . .

Bryan L. Baker
,1923 Hawthorne

Houston, Texas 77098

Robin Griffith
Leotis Johnston 1034 Sally Ann.

1407 Scenic Ridge Rosenberg, Texas 77471-

Housten, Texas 77043 -

Elinore P. Cummings ,

Atomic Safety and Licensing * 926 Horace Mann
Appeal Board Rosenberg, Texas 77471

U.S. Nuclear Regulatory Comission
,

Washington, DC 20555

Atomic Safety and licensing * -

Board Panel ,,

U.S. Nuclear Regulatory Commission Mr. William Perrenod
Washington, DC 20555 4070 Merrick .;;:

Houston, TX 77025
Docketing and Service Section *
Office of the Secretary Carolina Conn
U.S. Nuclear Regulatory Comission 1.414 Scenic Ridge
Washington, DC 20555 - Houston, Texas 77043

Mr. William J. Schuessler U.S. Nuclear Regulatory Comission
5810 Darnell Region IV
Houston, Texas 77074 Office of Inspection and Enforcement

611 Ryan Plaza Drive
The Honorable Ron Waters Suite 1000
State Representativd, Distrir t 79 Arlington, Texas 76011

1
3620 Washington Avenue, No. Ed i

l''#
7 fHouston, TX 77007

.

Stephen /M.Sohinki
V

i

Counsel for NRC Staff'
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