ATTACHMENT A

UNITED STATES OF AMERICA
MUCLEAR REGULATORY COMMISSICN

SETQRE _THE ATOMIC SAFSTY AND LICTNSIYG 80420

In the Matar of
CONSUMCERS POWER COMPANY
(Midland Plant, Units | and 2)

Cocket Nos. 3C-325
§0-330
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REPORT PREPARSD 3Y §. FILD AND W. GUNDZASEN FOR T-€
ATONIC SAFETY AND LICINSING 3CARD ON ALLIGED DISCREPANCIZS
BETEEN CONSUMERS POWER'S RATE FILING OF JANUARY 31, 1377
AND TESTIMONY QESENTZD TO THE ATCMIC SAFETY AND
LICENS:NG 30ARD IN TWE MIOLAND 33CCITIING

ntraducsion

-

T: Ttaff, 15 directad by the Atcaic Safaty and Licensing 3carz, nas reviswed
the rate filing of Consurers Power Company (Licensee) before the ''icaigan
Public Service Commission of January 31, 1977. Tnis rata filing is essen-
t1ally a cetailed justification far rata revisicn on the Consumers “cwer's
system. Counsel for All [ntervencrs Except Ocw { ntervenors) nas charged
that significant contradicticns exist “atween testimony arovided %3 the
Atamic Safety ind Licensing 30ard by tne Licensee and reoresencacicns mace
defore the Wichigan Public Service Commission in the rate .‘1'.‘.:19.1/ Clearly,
similar information and analyses do appear in the information filed in both
proceedings and certain differences in treatment can be cbserved. However,

the Staff review concludes that:

o
i/

<~ The allegations were mace at the 'arch 21, 377 hearag sassicn ‘n s
sroceeding at T~ zages 3033 carsugh 5045,
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1. The discrepancies have 2 negligible effact on the conclusions
reached by the Licensee in this NRC proceeding and in no way

w0uld aiter thosae canclusions;

2. The discrepancies o not arocuce any systematic ofas, i.e.,
where differences were cbserved, the diffarent treatment in
the MRC proceeding was not always beneficial to the Licensee's

case relative to the treatment used in the rate filing;

1. The aiscrecarcies, #ith the excagticn of 3 “aw wincr srrars,
ire #3117 explainagie in that tney 2'iher reflecs (2) 2 nasic
sntloscenical di#Ference in the intant of the informazion zre-
sented, or (5) dfffarences in the cut-of¥ data used o prepare

the analyses which precluded the input of more recent information

and management decisions.

[. Staf’ Qsview of toe January 31, 1377 lase Filing

The Staff nas fcentified those areas in the rate ffling that contain

material relevant o tastimony orasentad Sy the Lizerses 1n the “3C proceeding
dnd nas reviewed them for cansisteancy. This review 1nc1u&id meetings and
discussions with the Licensee in order to obtaln additicnal 1nfbrmat10n.3/

In all, five areas for review have been fdentified:

z;,z meeting was held between the Licensee and =he "AC Sta®f in Chicage
on Agril §, 1977. The Licensee nas orovided she 5:as? wisn information
it recuested in letzers of April 13, 1377 ang “ay !0, 1377 (distriytad
it hearing on that data) from the Licensee 2 *-e 3card with capies
%0 4l carties fn this praceeding.



1. lleed for Power - Faorscastac energy and Jcwer lcads, and
capacisy planning, ssecifically treatment of salas %2 C2-0p$

and municipalities, and plans to tampcrarily derata Palisades;

2. Altarmative Snergy Sources - Coal fired generating plants,

specifically projected coal pricas;

3. Systam Rel‘azilicy and lesa~ve "2ryin Analysis - specifically

randcm Jutage races;

+. Cost of Replacement Pcwer (zelay costs) - scecifically planned
capacity, fossil fuel costs, cutage rates, scheduled maintanance,
heat rate, sales to cu-cos and municipalities, nuclear fuel casts,

and yse of differens models.

S. Treatrent of Decommissioning Casts.

MEED FOR POWER - “orecasted Energy ind Power Loads and Capacity Planning
The material in the rate f1ling pertinent to these {ssues appear in

tre direct testimony of ¥, E. H. Kaiser, Mr. J. M. 3rager, and

‘r. P. L. Bickel.

A, FCRECASTTI ZNERGY AL PCWER LCASS
In %, J. M 3rager’'s tastimony there fs a ciscussion of Srajectac

load factors, energy sales, enersy requirements, eofficiency factcrs,



ird cear. 1222 cemanss Trsug 1328, These v2'ues, 1S el 218 W
3iscussion cf thes, 2re complately Snsiitant «iTh Te _Licansee =

sresentaticn at the YRC “earisg.

In M. P. L. 31ckal's tactimcny there fs a discussicn 3f forecas————
™LI0Ci0gy and projectad 3rowsth througn 1586 3y majcr customer

class. This cresentation is 23tially crusistant #ith he Varsh T=—/_
1977 ~uncrans: 33 e Savircrcenta’ ecors and e feect s titTm—
of 7. L. Jicke' 2t e 'iRC =earing.

in Mr. £, F. Qaiser's tastimony, peak load <emand forecasts are
ised ‘n nis Exhidit F2 %3 Zevelcp projectad reserve marging. Them

ceak Tcad forecas® is {Zemtical <3 that usad Sy Mr. Sriger and {—

the NRC 2roceeaing.

CAPACITY PLANNING

41Th respect to capacicty plamning, Mr. <aiser's Schedule Fl appesss— ——
fn the rate application reports major capacity additions, changes_ .
and retirements through 1986.

e planr . sa'e of 50 W of Camobell 3, 73 ' of Midland 2, an=
96 W of Hil%and 1 are ‘Zentical as Setwe'n he rate filing and

CP's cacacity pianning as <escribed 1z %he NRC nearing.



Mr. Kaiser's Schedule F1 reports the retirement of “orrow 1 and 2
in 1983. This results in a reduction in casacity of 86 W. Tnis
decision was ~eached afier the Licensee filed its testimony in
the NRC proceedinqg/ and is not incorporatad in the Licensae's
case cefore the NRC. However, if it had been, it would have
resulted in a greater need “or Midland than was presentad by the

Licansee.

Yr. Xaiser's Scnedula F2 sresants 22's nat capasilisy sarsysn 1386
the f3llcwing differences ars noted setwean t1is axhibic ane values
used in the NRC sroceeding:
1. Rate filing indicates an additicnal 11 W derating
on Palisaces frea 1377 through 1980 due %o coeling

tCwer requirerence.

2. Rate filing indicates a 10 "W derating at 313 Reck from

1977 through 1383 due to SCCS limitasions.

3. Rate filing indicates retirement of Morrow 1 and 2

commencing in 1983 of 66 M.

Z The testimony of the Licensae :nd the MNPC Staf® .ere filed in this
proceeding on Noveeter 5, 1975. Final decisicns with regars %0 the
rate case appifcation were not reached Sy the Licensae until nid o
end Jecamber 1978, Ucdated matarial was not oresented in the 'IRC
aroceeding. as its offacis were judged by the Licensee to 2e insignificane,
The Staff concurs in this cancliysion reached oy the Licensae.



The above three ftems are not cansidersd by the Lizansae in the
IRC proceecing zeciuse they were cdacisicns macde af<ar the tasti-
mony in the VR proceeding was filed. (See foctnesa 3). Hewever,
1¥ they had been incorporatad into the VRC proceacding, each itam

would have enhanced te Licansee's need far the Miiland units.

Two additicnal discrecancies exist because the rata filing is
ascimating sinzer net cazadility snereas <he “RC sricseaing is 2I3n-
cerned #1Th the summer net cagarility. y are: 153 % surrer
cerate; anc 3 133 “4 ~educticn in net cazagility s 1382 Secause
that sorticn of the Liddingtan sale terninates in ucust of 1921,
Thus, the rate “i1ing shews higher capapiiitias because the

sumer Zer3t2 i35 not agplicable %3 wintaw es=imaczes and whereas

the acdaitiomal Licdington canacisy #11] Se availad’s far me wincar
peak of 1983, 1t wiil not be availidble far =has 72ar's summer ceak.
The Staff agress that ths summer neak is the relavans peak *o usa
in the YRC proceecing to detarmine reliability and that thesa
differances are fylly justified. * .iscussion of the summor cderats

and termination of Luddington sale appear in the Licensee's

Environmental Rwoers, 5. 1.1-20, and Table 1.1-8, respectively.

[n all cther resgects, including the precosed derazing of she
Paifsades Unit due 2 stein jenerator tubing sroblems [TiWW in 1373,
35 W aceiticnal in 1579 4nd 1930, and 1 zamplete sutage in 128

and 1982), the rate filing and C?'s cesiticn at the “RC hearing are

fdentical with -~espect to capacity planming reiavant to need “ir nower,




ALTZRNATIVE ZUERGY SCURCES - 3rojaectad Csal Prices

Projected cxal prices are ‘mportant %o the "RAC casa in two maior
respects: coal prices imoact on the cast of Midland vs. coal fired
alternatives, and coal prices impact on the cost of cdelay as used
fn the sroducticn cost runs., This discussicn is Timited solely t2
the treatment of coal prices in the rats filing as they relats -.
the alternatives anaiysis. A =cre deta‘Ted discussism 3n coa’
pricas as trey imcac:t cn the 25sts of zelay wi'l sa Iresantad in

Secticn 4 ¢of this resgr=.

For the altermatives analysis, t~e cast of new'v cantracesd coal

fs the relevant consideration and the tastimony Sy “r. 2. Wilkenson

in the "'RC hearing ora. 2es tne basis “ar these sroiactad values.

The discussion on coal arices in the rata filing aoccears in the
direct testimony of Mr. J. M. Srager ari1 Mr. J. £. Yan Reenen.
Their concern {s to project the expected averace cast of csal for
each coal fired unit an the C? system. These data are necessary

to estimate revenue requirements which are, of course, critical

to a cecisfon on rats relief. They are not, however, comparatle to
the estimates develoced by R. w~ilkenson. Claarly, %ne averice cos®
reflects 1 myriad of facicrs in additicn £0 the cost of newly 2on-
tracted coal. Feor example, the values oresentad by 3rager ancg

Van Reenen must consider the mix betveen existing and new contrace

cal, the point in time at which new contracts replace 2ld cnes,




shifts frem nign sulfur o low sulfur ccal, and shifss in ceal

suoplies from ore nlant ta angther.

Each of these factors will cause the average price and resulting

escalation rata 3 vary from those used by 4ilkenson in his sestizony.
Table 1 presents the forecasted coal nrices by cenerating glant for
the pericd 1977 through 1282 as deoictad in <he rita ff?fnc.iif i

affect ¢ thesa fac:iars can ta2 saen iy reviawing savera! 3F tre

data zeints.

For example, the orice of delivered caal %3 <arm 1 3 2 {s forecascad
to increase by a'mos: 333 between 1977 and 1973. If an existing
contract were tc e n forze tetween thesa two vears, me weuld
excect ascaizticn cf 12% basad on 4ilcensen's tastimany. However,
in actuality these units will begin switching ta Tow sulfur caa!

fn 1977 with ccraieta conversion by 1980. Thus, “he resulting value
of 51.81 which acpears in the rate #iling reflects tha: oortien of
Karn's coal supply subject to the nigher price of this rew low sul<ur

coal.

Alternatively, the rit2 f1'ing shcws T2ss *han a 2% escalasicn raca
fn coal delfveries to Campbell 1 & 2 in (972, This escalation is
well Zelow Wilkanson's assumed 129 escalasicn because lower 3ricee

ccal from Weadock 7 § 2 will be divertad =3 Campbell 1 & 2 in 1978,

as. Testimony of J.!\. Bracer of Consumers “ower Cao. befare “he “icaican
Public Service Commission, January 18, 1377, Exhibit JM8 3.



Taple 1 - Coal Prizes 2aport in Rata Filing

1977 1978 1372 1880 1381 1392

“w

(COST IN CENTS PER MILLION B.T.U)

“eadock 7-3 100 145 162 178 206 27
Karn 1-2 117 181 199 28 24] 255

dhiting 1.3 132 129 188 229 222 2¢3

Camzbei’ 1-2 136 110 v 34 > 182
Caoo 1-3 et 13 T34 134 22 24
Cokd 4-5 130 137 15¢ 124 2'3 241
Campbel! 3 - - - e 2%6 32

"

Fer these reascns, 1t is 20t gossivle o curoietely recarcile wilkensen's
astimatas cn new scurce c2al with the coal data cresentad in *=e ra*a
filing. Such a reconctlation 1s not achievable is the suraocsas “or which
the ccal cost data are teing used are difarent in *he =w aroceedings.
For the rate fiiing, average ccal cast data for each C? unit is required.
These coal casts reflect the many factors discussed above. For the NAC
proceeding, the appropriats coal costs for an alternatives analysis is
the cost of newly contracted coal. So while the 22al casss di“%ar in

*he Two 3roceedings, the aspliication of each is csrrece.
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[t shculd Se further nointad cut tnat there is an axcliicit statament in
lan Feenen's tastimeny that in develgping nis estimates, he assumed ~2a!l
price increases of 3% annually for 1377 and 1973, and 27 annuaily fer
1979-1382. Trese real price increases represent the exact real price
increases used by \ilkinson in his testimeny before the RC. Thws, »nile
aosolute coal costs in the Swo pracaedings may diffar, tne treatment of
ascalaticn is consistent.

- ———y - m~ RILT -
SSSIVE PG AtLvs:

“

‘avestization raveaiad that the yse of rarcon cutage ra:eséf by Lons.Ters
Power (ampany for tne develccment 3f recuired rasarve margins sas essantially
censistant in 20th the RS hearings and the January 21, 1377 raze filing. In
Sotn casas, the imepac: of historic cutage ratas and grojected cutage

r21%2s :3S 2vaiyatad 3 reflact the semsitivity of rardem cutage rata
«ariations as reiated o the relianiiity of the systam. Tihe only =arcem
outace rate variation Setszeen data smployed for the rate filing as camparad
t3 the "idland case as tie 1ssigned historic rancom cutage =2l2 of e

3ig Rack (71 M) uniz. The random outage rit2 fir 3ig Rock used for the
“idland hearings was 29.33 as cormared %0 13.5%5 in the January 21, 1377
rate fi{ling. This nistoric rata of 13.6% {s the correct number and its

acglication in the Midland craceeding testimony wc 'd favor the 22lay of

2 Random outije rates include farced cutages 2nd shore-term maintenance
outages. Snort-term maintenance cutiges ire, in effact, Forced 2ulaces
that Can Se "tostocred l:iyend the next weetend if necassary ang, trerefaire,
20 not affecs gperiting reserve requirerencs Syt =yst e facltrec int2
required installed reserve calcylaticns.,




3

the Midlane Uniss But would e neglizabie 32 ystmens resilzing in a

cecrease in reserve margin recuirements 3¢ anly 03.22%.

Cther minor variations in input parameters for the loss of load probability
studias wers:
1. Siight variations in the planned maintanance schedule

2. Retirement date of Morrow Uni%s 1 and 2.

Mainlanarce scoasuies are revisag frequentiy in TEsST sower systams,

Cre reascn {5 the impact of unforesaen fircad sutages thalt ocsur ang, wnile
the unit is shut cown during the farcad outage, certain rcutine maintenance
functions wili be perforred that will affectively reduce or de"ay the
scheduled cutage at the later date. This prudent practice is widely used
secayse 3f he ccvicus ecsnemic Senefits. Angther reascn for revised
maintanance scneculas is the revisad deiivery datas of renlacament parts
needed during the scheduled overhaul. The maintenance schedules used in
the RC hearings vary slightly from those used in the rate filing for

the years 1581, 1382, and 1983. These miror variations would not affect

the required reserve margins.

Merrew units | and 2 were assumed to Se in service througn 1986 in the
Midland preoceeding LCL? evaluaticns wnile, in the rata filing, these two
uniss were retired in 1982. Since the total zagability of the %wo units

is only 56 M4, tne resuizant afface is ma;ligible., Hcwever, the retirement




..
of the l‘crrcw Units wouid favor zontinued constructicn of the Midland
units ang, therefore, was a consarvative agclication in detarmining the

need fcr pewer in the Midland proceeding.

¥, Kaisergf before the Michizan 2ublic Service

“Ytatements made by Mr.

Commissicn on January 31, 1977, in regard to the application of randem

outage ratas as they affac: required reserve margin iare consistant with
2/

the metncccisgy emsicyed by Mr. Sordoe L. Feins~ tefire tie Licensing

Jcarc at the M'dland =earings ang aiso consistant with the infarmation
/

)

contained in the Savircrmental esor: Supcliecent.

4 - COST QF REPLACIMEMT PQ4ER (DSLAY COSTS)

Alincugn the rate fiiiag nos concarn itself with <ne 23sss of zelay,

ft does provice much infarmation that is gertinent &2 the Licensae's
analysis of tis subject as presentad at “he MRC graceeding. Clearly,
there are ca2rtain 4iscrepancies Setseen the *wo cases. Heowever, as

this review will attemot to demonstrate, all of the differences are

fully explainable. Furthermore, even if the rate filing data had

been used instead of the data actually used at the MRC hearing, the effact
on delay costs would have teen neqligible. In fact, the Licensee has
acjusted for nost of the inconsistancies and the encd resyls is 2nly abeus

a 2% reducticn in delay costs.

3/ rage 3, uirec: tescimony of &4, Xalser
;y Paragraph [I, 2p. 8 and 9, Testimeny of Gorden L. <eins,
8/ Table 1.1-10, Figyre 1.1-2, oaragraph 1.1.3.
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A. TREATME.T CF THE SALS OF PCRTICHS OF MITLAND ANC CAMPSELL 2 CAPACTTY

doth the rate filing an¢ the 'RC Ircceeding ackncwledge icentical sales
and buy-backs of portions of Micdland Units 1 anc 2 and Campbell 3 to
municipalities and co-ops. This consistent treatment was already discussed
{a Section 1 of this regors. However, when (consumers Pcwer calculatad
the costs of delaying Midland 1 and 2, it did so with respect to the full
cacability of these uniss, irdesendent of thesa salas. The Sta®f agress,
that in grdar to 3ssass cthe iwsact of c2laying the gderation 3f “idland,
$32al cutut of the plant myst be considered, Secause tne 2alay of Migland
will affect the :otal cutput of these unils and the affects will axtand
Seyond the (P systam. Therefcre, what apcears 0 Se a discrepancy is, in
the Staff's cofnicn, a basic philosophical 4ifference in the sursese of

the informatisn Jresantaq.

3. QJAIDCM QUTAGE RATES
doth the rate filing, and the preducticn cost runs used in the “RC
nroceeding rely on projected rancom gutace rates. (f the 27 “ossi!
units on the CP sysiam, the outage ratas from both sets of data are
oerfectly consistent with respect to 13 unfts. However, for the
remaining 3 unfte, slight discrepancies are notad. A tynfcal dif-
ferenca can bSe cbserved by reviawing the outage =atas recortad “or

Karm 2. Thesa values are resrccuced Selcw:
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“PC Procsedine
Rate Case Preducsizon Cost un
1981 1982 ,iR3 1984 1881 1832 1983 1384
Xarm 2 .0743 0742 078 .074 0676 .0748 0748 0738

The values regorted in the rate case are constant over the 1981-84 period
whereas in the production cost runs the 1981 value s iower by .0063.
Where diffe~~ces ara notad, the difference reflects the fict that for
the Jrccuction cost runs the randem cutage rates 3s Zavelsazed 3y 22's

2 b
i

operaticns divisicn were ysad wnereas for the r3ta “iling 1 constant

value was used.

In any event, the effect of differences of such small macnitude on
delay cssts is trualy minimal. In fa;t. aven {f the differencas were
more significant the effect on delay casts wou'd sti11 be of miner
importance. This is so because the delay casts are calculited 1s the
difference Detiveen oroduction costs fncurred with Midland on line

as scheduled vs. Midland delayed. Since the same randem cutage ratas
would be used 1n each casa, the effact of using a different set of

outage rates in calculating delay costs would essentially cancal out.
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C. SCHESULED MAINTZIANCE
Soth the rate filing, and the sraduction cost runs usad in the "RC
proceeding provide estimates of scheduled mainteni~ce. 0f the 27
fossil units on the CP system, the scheduled maintenance from both
sets of data are cerfectly consistant with respect t3 23 units.
For the remaining 4 ynits slicat discrepancies are noted. For three
of these cases the %total number of weeks of scheduled maintenance ire
the same over tre 1281-22 ceriad with the d°screscancy cnly Sciur=i=g
in the assignment of screculed maintemance 23 3 stecific year. In

the case of Weadock 8, 4 addi~icnal weeks 0f schecy'ed maintsnancs

were nlanned under the producticon cost runs. Far slarification, i

the differences are reorcducad below:

MRC Praceeging
Rats “ase , Precdicticn (3ss wn

1381 1982 1283 1582 | 1631 1382 1333 1384
Camp 1 4 i . B 3 | 2 L] 4 4
dead 8 ¢ - ) ; B 9 a 1
whit 1 2 2 < 5 § 2 2 2
Whit 3 2 2 2 6 2 2 6 2




The explanation for thesa <4i#farencas rests con the availabilisy of
upcates informaticn. (See fostnote 3). The new schedules were availaszie
when the rata cas2 was t2ing 2resared Sut were not available at tne

t.a the Midland case was presared. The Staff recognizes that scheduled
mafrtenance fs an 1%em constantly subject t3 revision and up-date.

[n any event, the differences are verv minor and because tre sare
scheduled maintanance wculd be used fn the Midland cn lTine ard Mic'and
calay cases, the efacst of ysng d1%%arent schedyied —aintanarca

valies in calculasing selay ¢3s%5 wcui2 e necliizidble.

J. HEAT PATES
Soth the rate filing, and the sraduction cos: runs usa¢ in tne MRC
oroceeding provide estimates of arajected neat rates. 7 the rate
case, 2 medei using :ctLal 1973 heat ratas was usad 2 Zeve’as tne
projectad heat rates whereas ‘n the YRC crocseding a 4if<erent mocel
which utiliZed actual hea” rates gver tne 1371-74 neriod was usad.
The resylts of the %wo acproaches oraduce 2 numter of inconsistencies.
In all, heat ratas betwesen the two =odels awe identical “or anly 2
ynits, the heat rates are higher in the rate case for 4 ynits, and
lower for all other unfts. A'though the ¢ifferences are many, tha
size o the di“erences ire small., [n 2l but two cases, values vary
by less than 3%, wisn mcst of these Se! ¢ in the 1 %0 29 range. e
larsest di““erences tanc t0 ccsyr among thosa ynits far wnich the

rate case resylted in hizher values for the heat ratas.



An important reascn for the differences is that 2ach mode!l assumes
di¢farert aperating lavels #ar the units and the neat rate will vary
as a function of unit usa. [n addition, the mocais themsaives have

certain limitations with respect to plotting the heat rate curves.

The fact that heat -ates apcear to be higher in the MRC oroceeding
oraduces higher procucticn costs than would have occurred if the

3322 ‘rem the rat2 filing macd Jeen us2d. Scwever, CrC? acain tecays:
The 2ac%a are usad it Soth tne Vidlang as schedu’ad and "idland zelay
cisas, and differercas are the facus of the c3st of delay aralysis,

the net effect is = nimized.

S. Mak CUTPUT FOR PALISASES AN 315 RCCK
The rate filing anc the xac arzcaeding contain firecasts of the Wh
outdut of . .iisades and 393 Rock in the 1321-84 time ceriod. The

estimates in the orwduction C2st runs gverstata thesa Jutzuss relative

to the rate case. “or Palisades, the diffsrence is mingr, on the srder

of less than 0.5%. For 3ig Rock the differsica is acoroximately 8%.
To the extent these cutputs are gverstated in the MRC proceeding,

the costs of dalay are understated.



-18-

dith rescect %2 Palisades the diffarence is due solely to the =anner
in which Falisades cutput is entared. [n the rate case, Palisades
“Wh cutput is a given, provided by the nuclear preducticn ceoole

at CP. In the production cost runs this value must te calculated as
3 part of the comzutar run, The orcorarmer cannot exactly duplicate

the desired number because the computer rules him,

i1 the case ¢f 3ig cck, the same srao’am Tust te sverzoTe.  <owever,
nat adjustrent 2ces not fully exalain the much larser discrenancy
which exi:ts here., Referring back t3 Section 1 of this resors it is

noted that the rate filing ~as taken acssunt 2f a 10 Y derating on

81g Rock that is not reflected in the "RC praceeding. This discresancy
axists becausa the decisicn t0 cerate cczurred arftar the '18C case was
prepared. This coupled with the wminor inaccuracy preduced Sy the ccamguter

fully explains the apparent discreparcy.

) F. MUCLEAR FUEL COSTS - PALISACES, 3IG RCCX, AND AIJLAN
i - Palisacdes - The nuclear fuel costs for Palisades are aoproximately
4% higher 1n 179" and 7% lcwer in 1983 and 1584 than those reported
fn the rate filing. The discrapancies are due to di“farent h
outiuts assumed in the twn cases and the fact that thesa valuyas are
continually upcated and the rate #11ine which was arccduced at a

later dae reflectad more recent cata. Hcwever, 24iustina for

these differences w111 not a2ffect the estimate of cost of delay.




Palisades w111 ooerite at its maximum level cossidla independent
of whether Midland is delayed :r not. Cansecuently, Palisaces

cannot contridute %0 the increrental cost of Zelay.

11 = Big Rock - The nuclear fuel costs for 8ig Rock are significantly
lower in the IRC proceeding tha~ those recorzed in the rate filing.
For example, in 1984 the estimt2d cost is less than cne-third
*ha® resor<es in the rata fiTicg. The axclanaticn is that t(re
csst of 3i3 Sock gemerazion mas ¢t Seen ud Jatad i1 the Sraqucticn
cast runs. This is justifiatble Secause <his 23ta is unnecassary
inout to the cost of delay. Te cutout of 392 Rck is fixed for
the as scheduled and celay cases and thus, when th; difference

{s taken, the cas%s wil! wash e,

iif - .\‘.1cland - The Midland fuel ccsts for 1381-34, exoressed in mills/Gin
are sianificantly higrher ‘n the production cos® run than <hose
regortad in the rata filing. This is so, Secausa the norocuciion
cost runs reflect the uodated mclear fuel estimatas of Fesruary
4, 1977 that was submitted at e RC hearing whereas the rate
fili1g 1s oredicated on the ear!ier estimates of Movember 1976.
[f the vaiuas reparted in the mte “11ing were usad in the oraducticn
cost run, the cost of delay wou'd fncrease. Thus, relative %3
the rate filing, these vsalues 3-e consarvative in %Sefr esgtimation

of delay costs.




G. PROJECTED FCSSIL FUEL CISTS
The cost of delaying “idland is a direct function of the astimatad
fossil fuel costs on tre Caonsumers Power system in the 1931-24 time
period. That is, the hicher the fossil fuel cost estimates, the
greater will be the delay costs. FHowever, decausa the sare values
are applied to Soth the as scheduled ind delay cases, the effect of

using a different set cf values will Se minimized.

Sguimasad fuel 20sts are -~esortad in tne Lizansae'; oroducticn 23st
~ins usad in the “RC sroceeding and i1 the licensae's rata filing
sefore he YPSC. Discresincies between the two sats of data can he
cbserved. however, in all but #ive instancas the differences are
exiremely mingr, on the grder of 19 or less. These differences are
due %o round 0%f errcrs and a slight varfation {2 hew infTaticn anc

real price increases were handled:

e.q., rate case - assuming $1.CC per ¥8TU orice, a 129 srice
increase regresenting 6% inflation was
calculated as --

$1.90 (1.06) (1.C6) = §1.1236

whereas in the production cost run, with the
very same assumptions 1t was calculated as --

$1.00 (1.12) = $1.12

[n any event, tecause of these factors, the oroducticn cost runs
praduce slightly Tower estima‘’es than <icse acrearinrg in the rate

filing and thus, are conservative.




“ore significant fuel cost differences are noted for arm 1 and 2, ‘

Campheil 2, Weadock 1-6, ¥arm 3 and &, and Gavlord 011 3 3as. '

With respect t2 Xarn 1 and 2, the croducticn cost runs have about a 26%
higher <ccal css: for the 1381-34 ceriod which tands t2 cverstate delav
casts. The Tower valye usad in (he rata case reflects a manacement
decisicn, made af*ar the “IRC testimcny was prepared. (See fcotnot2 3).
S cantract for these units' c2al! sataly ncw at 3 Tower C23T ratnher
than wait yntil a2 Tater 2ata. The srocucticn ¢osts ~uns on enich the
Feing deidy costs ire dased are in 2=~vor 31§ they do not Jse the c2al

cost data for the Xarm 1 % 2 Units cresented in the rata filing.

¥ith reslect I3 Camptell 3, the producticn cost runs have about 10%
hicrer clal estimate far the y2ar 1334 anich 2lsg overstates Zelay

casts. The lower value, used in the rite case, represents the
estimatead cast of coal to Campbell I basad on 2 more recant maragement
cecisicn (See footnote 1) to tegin zantractiag for it now. In the
sroduction cost runs, the estimate was [asad on an ear!iar management
decisicn to contract for deliveries at a later date. [n addftion,
incluced within this estimate fs the higher cost of ccal to Campbell

d which was scheduled %3 come cn lire in 1384, This 2lant had been
incefinitely delayed prior %0 the #il1ing of Zonsumers testimeny in the
‘Haland sraceeding The praduction 233t runs on which the Heins delay

CoSts are dased are therefore in ervor 2s they Co not use the coal caost

data for the .archell 3 unit presented in the rite filing,
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ditn respect =0 Weadack 1-4, and Karm 3 3 4, tne rate filing has zZout
a 103 higher fuel cos: 2s:imata for the year 1380 which tends t3 under-
state the coets of delay. In the preduction cost runs, the Morrow fuel
costs were incorrectly inputad for these units whereas in the rate

fi{1ing the correct valyes were usad.

4ith respect %o Gaylord Gas and Qil1, the rate filine assurmes tnat for

tne sears 1337 t3 1381 tnesa :nits will coerata 11 Tentts on cas
irg 1 morth on ofl, wne-eis in the Jracuction cost ~.ns as s assumed
fcr tne entire nericd. Since oil resylts in higner “ie! 23sts, the
procucticn ¢3st run is conservative relative %3 the =a.2 #iling with
res;ect o delay casts.

H, CONCLISISN - S0ST OF SSLAY
The praducticn cost runs which support the Heins testimeny contain Twe
grrors in coal costs which produce a ncn-consarvative effect on delay
costs. Thesa are the coal costs for the <ar ! & 2 and the lamptell 3
Jnits. The Licensee indicatas that it examined the effecis cf inese
coal cost increases and certain other rate casa assuzptions ard found

the effacts to Le negligible.

A oroduction cost run was mace on Tebruary 18, 1377. [ inceracratad

~3

the rate case assumotions on 2¢¢ Rock cutsut, Camotel® 2 and <am ! L 2
fuel casts, the retirement of llorrow, and Palisacdes #sel costs. Cn a

1681 present worth basis, these adjustrents resultad in atcut a 2%




resuction ia delay costs over those repertad tc tha Atomic Safety anc
Licensing 3car? ‘n ~evisas Zxaigit 14 (Tastirony of 5.L. “eins). Zass
cn this analysis, the Licemsse concluced that the affacts .ere n0:

significant and for this reason, it did not uplate tre Heins testimony
in this area. The Staff has reviewed the February 13, 1977 arecucticn
cost run and has concluced that the impact of the varicus adlusTents,

including reducas zca! cests for Camobell 3 and <am 1 2 2 is ~inimal.

Tais comouter run 2id net sgrrect we folicwing ciffarences:
(1) Treatrent of Midland capacity
(2) Random cutage rates
(3) Scheduled maintenance
(1) Heat rites
(3) Big Reck fuel casts
(§) Fossil fuel costs
a. handling of esca’ation an¢ rcund off ervers

5. Weadock 1-5, and <am J & 3,

The Staff concludes that adjustrents are not required in these instances

becanse: (a) with respect to ftem (1) it would be incansistant with
the desired purtosa of the sroducsicn cast run; (8) with regnece %3
frems (2), (3), (&), and (5), sne effect would te negligitla: 2nra

(2) with resoec: tu Sa and Sb, 1% would only tend %3 arirq the

estimated celay costs dack towards thei~ faftial values.
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§. TREATEIT QF JECTIMISSITUING CTSTS

e material in tne rate filing Dertinent 23 this issue 2cpears in

iw
13
v

the airect tastimeny of Mr. J. S. Ferguson.

. Farjuson estimates the cast for enscmiment at the enc of life,

and *ne annuai cast of surveillance, beginning at that tire, for all
muclear power olants a'ready in ocperation c¢n the C? systam. Thys,

nig agsi=ase is 1oslizacle %0 the Salisaces and 3ig fcck 2aint “yclaar
3*anss. The value he 2r=ives a: is 13% of the t3tal cagital cost of
thes2 plants. This translactas %9 an astimatad cast of 347 millica for
scth units. 'However. since these costs are not incyr=2¢ until the
year 20C0 for 8ig Rock Point and 2007 for Palisaces, Secause that

fs a~en tnefr ocerating licanses excire, tnis astimate reflects the

228t in 29172ars apcroximateiy 30 vears of* inta the ‘uture.

In the Midland proceeding, the licensee has estimatad the cost of
deccrmissioning the Midland ‘luclear Pcwer ?lant , Units 1 & 2 at 333
millign. There is however, one imcortant d4ifference lefween this
estimate and that developed by Ferguson. The Midland estimate fs

the 1981 cost of decommissicning in 1981 dollars. [f one wished %0
campare it with Ferguson's value, cne would have to calculate the cost
A% *he end of Midland's usefyl 1ife. Acolying the same asca’aticn
rates used Sv Fergison (6-1'29 cer annum cut throuch 1384 and 3%

per annum thereafter) resulis in a future cost of about 3360 miilion

in the year 201§.

cw
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This value s signifizantly larcer tha: the Fersuson estimata and
suggests that in the 'lidland proceeding the Jeccrmissicning estiTata
is nign relative t3 what would have teen the case nad the Feraqusin
analysis been used. Consecuently, in the NRC proceeding the
decormissioning cost used dces 7ot Sias the analysis in favor of

Mdland.

scwever, teers are arthe~ ‘=gortint diFfarencas zeTuéen 7@ l.0 esTiTalas
shat Sear mentioning. For examale, the t2lang cecsmiisiIniac I3sT
assumes completa dismantling wnich is a higher level of Zeccmmissicning
shan that assymed Sy Fergusan. Alsc, wren the “idland est*mata ‘s
future worthed for comparative surposes, it is future valued CeZseen

3 and 15 years more than 3°G Rock Paint and P3isades. Correcticg for

each of these ‘actors tends =2 tring the Midland aestimata closer in

Tine with the Ferguson value.

{I. Staff Resconse to the Allesations of Or. 2chard J. ™'mm |

At the hearings conducted in Chicago the week of May §, 1977, tastimony
was presentad by Or. Richard J. Timm which identified the follcwing alleged
incansistancies between the rate filing matarials ind <ne Consumer's testimeny

sresentad in the Midland 2riceeding:
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1. Differencas in Camctell 3 (oa! Prices (Midland Intarvensrs'

Sxhizits 3C an¢ 51).

2. Differing Treatment 2f Capacity Sales of Midland Units 1 and
2 and Campbell 3 (Midland [ntervenors' Exhibits 52 and 53).

3. OJiffgrences in Plant Cacacicy Factors (Midland Intarvencrs'

Zxninies 34 a3 33).

{n acgition, Or. Tiwm alleged at the hearing that Consumers Power Campany
was forcing Bulk purchases of pcwer in the Midland delay casas and theredy
distorting delay cests. This contention is also examined in this perticn

of the rencre.

1. OIFFERENCZS IN CAMPSELL 3 COAL PRICES

At the hearing, Or. Timm expressed concern that the Camobell 3 coal zosts
ware being inflated for delay cost purposes. (Tr. 5395). On pages 20-21,
(Section 4, [tem G), the Staff icentified the discrepancy in the 1584

fuel prices for coal delivered to the Campbell 3 unit and presentad the
dases for the higher price as reportad in the nroduction cost runs,
Furthermore, o saces 22-23, (Secticn 4, Item H), the Staff reportad the
effect of adjusting for this d1fference, as well as other discrefancies,

and noted that delay costs wou'd e reduced by apcroximactaly 2%.
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As reported in Midland Intervenors' Zxhibits 50 and 31 and during cross-
examinaticn, Or. Timm also expressed cconcerm aver the 1581 throuch 1283
coal prices for Campbell 3. The Staff contands that Jr. Timm is in error
in this regard. First, when Or. Timm calculated the current dollar Camptell
3 coal cests from the Van Seeren Exhibit, he assumed the real dollar
estimates reflected 1377 dase values rather than 137§ basa values. Thus,

he fgnored an additicnal year's escalaticn that should have teen added

S the Yan Zeeren val.es. Coreecting far this resylss in <he r~az2 “iling
ralues being sifzhzly higrer <nan these repcrzad for che 'figlanc zrocaegirg
anich {f any<hing would resuls in Tower delay costs n the Midland -ase

than would nave occurred had the correc: /an Reenen values he«n used.

Furthermore, rither than use the Van Raenen tastimony which required
certain calculaticns on Jr. Tim's zars, ne ::Qld have usad “'r. 3rager's
Exhibit JMB-9 frem the rate filing whicn already reported thesa values in
current dollars. Had Or. Timm used these data he may have realized that
a1s Yan Reenen calculations were in error and that, relative to the race
filing values, the Midland case tre:tment of Camptell 3 ccal prices between

1981-83 {s conservative as to their impact on delay costs.

2. DIFFERING TREATMENT OF CAPACITY SALIS OF MIDLAMD UNITS 1 AND 2 ANO
CAMPSELL 3

Widland Intervenors' Sxhibits 52 ard 33 were initialiy prepared for the rate
f11ing by £. M. Kaiser of Consumers Pcwer. Cr. Timm asserts that the treat-

nent of delaying Campbell 3 on thesa Zxnibits support: his contention that,




in delaying a facility a portion uf which has Seen sgoid 0 2 third pa-ty,
it is appropriate to reduce the plant's capadility by *hat pertion leing
sold to the third party. Consequently, Or. Timm questicns the correctness
‘of C?'s position that if Midland is delayed, the effect should be judged
in terms of the total cazacity of these units independent of sales ts

third parties. (Tr. 3396).

12 is <he 3:2:¥#'s acsi=isn that tne sursose cf C?'s analysis must Ce
#5117 unders:ccd and exasined. C? fs attampting to calculate the castis
0f delaying e Miclang .nits and in fac: these casts would te spread
over 100% of Midland's capacity and not just that porticn cwned Dy the

Licansee.

As explained on page 13 of this resors, (Secticon 4, [tem A), the Staff's
view {s that the apgroach taken by Consumers is correct and that wnat
agpears o be a discresancy is a basic onflosophical difference in the

purpose of the informaticn presented. ,

Under corss-examination Jr. Timm was asked to comment on the merits of
CP's position as stazed 2n page 4 of fts April 13, 1977 letter %0 the

Licensing 3card and sa< cut belcw.



The rate filing fs concerned cnly with the cost of ser.ice

and rates of charges to Consumers Pcwer custimers and ‘nere-
fore locks only at Ccnsumers Pcwer's system; as such, it only
considers the Jortion of jointly owneg units which Consumers
power is projected to own. On the other hand, this proceeding
must consider the total cost or effect of a potantial delay of
the Midland units, and, as such, must consider their total
energy output, not just that portion which Consumers Power is
expected %0 own. [t should be noted that the Suy-back
pravisicns for jointly swned units are treated the same in both
cases. Consecuently, since the studies were made with different
adjectives in mind, their rasylts casnot be directly compared;

Sr. Timm did agree (Tr. £305-8010) wish the findamental distincticn teing
mace fn this quota and tnus the Staff Seliaves that the Licensee, the 'IRC
$:aff, and the Midland Intervenors' all agrase thnat a cifference is warrantad,
although Or. Tim believes that the underlying analysis in the Midland

sroceeding was nct adequate.

In summary, the fssue appears not to e the axistance of a discrepancy
But rather the axtent of the analysis required in the Mid'and proceeding
in calcylating delay costs. In the Staff's view, the correct aopreach

fs the one taken by the Licensee.

3. OIFFERENCES IN PLANT CAPACITY FACTCRS
Or. Timm testified (Tr. 6019-6020) that substantial differences were
evidence in the zapac'ty factars of given gererating units for 2 given

year when comparing data developed for the Consumers Power (cmoany rata
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filing data cdevelcped for the “idland nearings. Or. Timm ¢id not atsempt
*3 suggest wnich, ¥ any, of the capacity “actars were 7ost regresantative,
Jut expressed concarn that the existence of such di: ‘g -racas estanlished

that fnputs tc the different comouter models used for the rate filing

and Midland proceedings aiso had to differ considerably. This comparison

vas presentad Dy Or. Timm at the hearing in !Migland Int:rvenors’' Sxnidits

34 and 33.

The S:aff gfsagrees wizn Or. Tim's canclusicn thas the di““arencas in
cagacity faciors can only be explained in tarms of aifferent ifncuts &3
“1e Two comouter macels under consideration. As the firss sorticn of
nis regort 2akes clear at pages 22-53. (Section 3, Itam M), the fnput
differences t2 the two computer models under consiceration are negligidble

and have an ef®act of approximataly 2% 2n casss.

The prime reason for the capacity factor differences fs a di#%arenca in
camouter medeling. The rate case model dispatches Consumers' own generacting
anits against only the Consumers' load. Purchase and [ntercharge energy

ire treated on a historic basis. This type of approach has been consistently
used n Consumar's rate applications to the Michigan Public Service
Commissfon. Such an 120raach would not Se correct “or the delay costs
analysis presanted by Consumers in =his srcceeding, To acsurately cevelop
Dose Costs, A computer mecel s required which 4isnatches the zonbined

*chigan Electric Coordinated System (MECS) zemeraticn ajainst the MECS load.




This fs wnat Consumers has actualiy done in performing its delay cost
calculatinng with its producticn cost prugram. The c2pacisy factars for
the Consumers facilities should de.rease as low cost generation

available from other MECS members would displace the higher cost generation

of those units, This 1s the behavior seen cn Midla.d Intervenars' -xnibit

S with Swo axceptions.

ard I have increased casicicy
$ these are (onsumers' 'cwest cast units

narder %0 sugply the combined MECS loac.

Secand, the Morrow 1-4 y=its have a sharp increase in capacity ‘acsar.
15 due %2 the fact that in the rate case, isadock Uniss 1 shrougn
5 and <arn nits 3 and 4 are rur harder than the Mor=aw Uniss since
the 4arn anc Weadock Units are subject to a "take or pay” clause in
their No. 5 fuel 211 contract. Failing to run these units would praduce
sconemic penalties so they are run in the rate case wcel thereby Towering

the Morrow capacity factors. The "take or pay" provision expires in 1631

17d s0 would not influence the 1534 production cost runs which show a

-r=assendingly higher capacity facter for the Mcrrow Unfts.g/

“re ~~celi‘ng of the "take or pay" provision was not changed in the rate
154 tragram for 1384 as that year, as well as all years Seyond 1320 are
’ -insaquence fn 2 racte case appiication. The modeling in the

40T cost run for the Micland celay coast ca'culatisng is correce

e e
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One other ciffarence on Midland [ntarvesors' ExhiSit “e. 35 recyires

axpianation and this is the capacity factor -elated t3 3ig Rock.

The capability rating of 3ig Rock was assumed %23 be 61 MM in the rate

case study as compared %0 the 71 MW rating used in the “idland hearinge——
me assuzed energy sroduced fn the rate case study in 1984 was 309,00C

Wihrs. as compared o 344,027 wnrs. used in the Midland study. The

3:37F has caicuylates tne cazacity facsars far 393 Acck under the twg - ——====

assumpticns arc foune tne casacity facsors sat forsh in Colum's C and ——

%3 Se correct far the assumptions mace. So the 313 Reck cazacity facis-
di“ference is readil; explainable as relatad 3 differences in cenerat~ — ———
‘nd rating. Thesa differences are negligible in terms of their cost {mr———s==

s w#as eiaborated cn in the first portion of this rescrs.

[a summary, the differences in capacity factors are mainly assrisutadls

T the use of two different compyter models. The production cost comou —————am
ncdel was the correct model 0 apply for the Midland delay casts. The

rata case mocel {s the one which has Seen historically used in Cansume=——
rate filings. The Morrow 1-4 and 31g Rock capacity factors cannot be

related o model differences. Rather different fnput assumpti-ns were

made which are readily explafnable and have negligible impact on celay

costs.
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FCACZI PURCHASES CXTTHTICN

Jr. Tim allegec at e nearing that Consumers swer sas forzing purchasas
of bulk pewer in their production C2st runs thereby distorsing the costs
of replacement power associated with a dalay of the Midland Units. (Tr.
53%2-8C04). In nis testimony, Or. Timm referred t3 a orccuction cost
camguster mun nusered (3-043 wrhich did nat include the "Surchase 10°
ca:egory.lg/ i 2r. Timm's view, the lack of any "Purchase 10" in this
CIrIuter mun sutTeris his argument that Jomsurers itacorsoriactely fnclided

"Jurcnase 107 ‘m the celay sases ama'yzed in tnis proceecing.

The Sta®f nas reviewed tne allegazions of Cr. Timm ind concluces that
they are unfounces. Tre particular computer run referred t3 Ey Jr. Timm,
C3-C43, was only cre of a Targe number of praducticn cass computsr runs
usad 3y Consumers Power t2 conduct semsisivisy stuzias. .%s use wouls
not have Deen azarocriate in examining the Midland delay cases. Rather,
that run and others would have been used t3 detar—ine %he arorapriate

level of "Purchase '0" for use in the Midland delay cases.

Ing'vurchasc 16* refers to bulk power purchases which Consumers Power
schedules to maintain a 20% fnstalled reserve margin in the event
that the Miclang units are cdelayed.



3

A preducticn cost computar orogram atiamots 0 model the actual speratior
of a Dower systam uncer given 1ssumed condizicns of: Zemand, energy “ar
lcad, generation avaflatility, purchase sower octions, incremental heat
rates. fue! costs, fue! avaflability, contractuazi conmstraints, reculass
censtraints, and transyissicn limitations. At present, no computer mede!
has seen cevelaped that can zyplicate the actuai cperation of a sower

Systam uncer this series of siven conditions.

.

Jaspite tte limiations of =xceling, the aracucsion ¢2st covouster arec=ams
avaiiabie %0 the utility incustry taday consribyte greasly 22 the decisicne
making process. Vardcus tecanisues are usad T3 compensate for the li=isacions.
The iteration method is one such tecinique ssed by the utiiity fadustry

T3 iler e camouter outs ts of specific sarazesars, such as "duremase 10°
power. 8y this method, an assumes cajacity facsar s assizred 23 the fim
capacity purchase to establiish the fmpac:, i any, on the 2utout of

generating units having nown costs that are lcwer than tre cra’ected
purctased energy cost. [f the resylts snow a recucsicn 1n such Jow cast
generation, ancther capacity factor is assigned ‘n an iteraziv e precass

until the proper capacity factor for the purchased firm capacity 1s essablishes.
Aith goe* judgement and experience, the pracer value can Se establisred in

4 'infted "umber of {terations.
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This is the procecure that Cinsumers "ower Comoary usad 2 deterwine the
Froper cCazacity facisr o assign to the "Purchase 10* acwer required in

the “idlard delay casa procuction cost camputar runs. Corputar runs were

made using three different capacity factars for the "Purchase 10° pewer.

A zers percent capicity factar casa was mun 3 establish the maximum ceneration
that couic te expectad fram =he low cast generating units. A 30 cercent
Clacity FaCtor «as then used . es=ablisa the sensitivity and provide a

2252 from anicn intarsalaticn cayuls minivize c=e musper af interazions

required 3 eST2Y1Ysh The gracer vaice. A 70 zer-ent casacity fictor sas

fiuna to e the croper assigent sinca the {mpace on he low c2ast uniss

was negligihle.

The use of a 70 perczer: capacity ficear 2y Consumers Power t3 cevelap the

L

uantities of "urcnase 10" required was reascnable and 212 not ~esyic in

forcing amy unnecessary purchasas. This can Se verified Oy examining the

severa]l computer runs sed (a1 the 1terative Jrocess 2 develop the 70

- - /J

percent fizure.




The follow-ng tabulation detafls the 1382 reducticn in generazicn from

reiatively Tower cost units wnen the "Pirchase 10" power is assigred a 77

4

capacity factor as compared to 2 zera zercent cazaciy facser: (Listing

Tcwest cost unfts first).

.

Unit Tota! Generatign.t™rs x 1,299
Ganerating Unis Rating-sy TLeros /o ~ecraass
Carpbeil 41 267 1,845 1,235 0
carcsell o2 332 2,398 2,338 3
~22C0CK o2 153 €32 837 5
deadock ¢7 153 957 733 d
Catb #5 167 1,972 1,67 9
Cobo #4 138 . %63 3483 !
hiting ol 12§ 3%0 S 3
Miting 43 133 792 T i
Whiting #2 106 §76 §71 §
Campte!’ 43 R 4,579 4,343 3
Coth #2 63 337 323 [
Cabe 43 83 347 kL) 5
Cobd #1 83 345 340 §
Karm #2 264 1,641 1,613 23
arm 4] 253 1,483 1,4 17



I

The 1bove data is extractad from the 12/31 delay case where 130 W of

“Purchase 10" power was required t3 maintain <he 20% resarve nargin.

The total energy purchased uncer the "Purchase 10" demand of 150 ¥ for
1982 was 896,216 Whrs. The 110,000 Mwhr. cutSack on the relativelv low
Cost units represents approximateiy 12.3 percent of the energy durchasad.
Standing alone, th: above figures may suggest that a lower capacity

factor than 7C% could se justified ¢3 avoic #arced purchases. However,
otter elements must De factorsd inty the yltimasa conclusisn. For examsle,
wnen “Purchase 10" power is availadie during the seak hours (as it was),
there fs less need for pumped storage capacity to meet the peak cemands.

[t follows that less pumping Power will Se required during tne off peak
hours %3 Drovice tis 2eaking energy and a carresaonding reducticr in

seneration from the lcower cost unis rosulss.

Generating u:its that are mere campeticive (ecanomically) with "Purchase

10% energy at a gfven aour, may nct be caompetitive when the substitution
Must go through the pusping process. The penalty factor for a given unit

ta provide pumoing power 1s about 1.4. For example, assuming purchased
power at 20 mi1ls per kilowatt hour, a generator with an incremental
procuction cost of 12 wilis/Ghr 15 the ecanemic chofce Setween %%e S0
Surces. FHowever, 1f the energy must be jenerates of f-peak %0 sustly Jurping
Powar ©3 Se used e “ollowing day on-peak, then the gemeraticon #f11 cos:

18 x 1.4 or 25.2 m11s/kwhr compared o “Purchase 10* at 20 2 1is/wnr,
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turally, the “Purchase 10® pewer is cheacer and shauld be usad even

hougn the inftial cost of the gereratiasn is only 12 =ills/cwnr.

In summary, the Staff does not concur with Or. Tima's conclusion shat
Consumers Power lompany was forcing *Purchase 10" power. ther, Cansumers
1ssigned reascnabie values %o the Sulk zower capacity required as well as
he capacity factor assigred, and Shus the delay costs were sragerly

s3icyiates.

carciysion
The Staff nas found nc discrepancies Setween the racs filing anc 2ne
Consumers Power testimony to warrant fur<her sansiceration Sy tais 3oar:.
In general, tne 2llegations mace Sy Or. Timm are eiter ¢nfiyndes or
canstitite a ¢! “‘erence of cpinion as 13 the aporszriace ~axcel 3 wse Tor
calculating celay casts. In cerzain inszances, she S$:af® nas datactec
inconsistencies and errors in the matariais reviewes. These incansistencies
and errors agpear random ‘n nature ana 23 not reflec: any intant 2n the zart
¢f the Licensee t3 introduce a systamati:z dias. The impacs 27 “hese 1le~s

on the conclusions presented by the Licensee to this Joard is minimal,




[n the Matzer of
CONSUMERS PUWER COMPARY
(Mfaland Plants, Units 1 and 2)

I AL B

URITED STATES OF AMERICA
ZUCLEAR RESULATORY COMMISSION

SEFRE THE ATOMIC SAFETY 3ND LICSMSING 3CARD

Oocket 'los. 50-329
$G-330

Nt N Nl ol iV

AFFIDAVIT QF SIOMEY E. FSiD

Sidney €. Feld ceposes and says under oazh as “allcws:

i am a Regforal/S~vironmental Zcenomist in tne Jivisicn of Sice Sefeny
and Envircnmenzal Analysis, U.S. Myclear Regulatsr; Comissien.,
professicnal qual‘ficas ins were acmitted inta evicencs in =ais

proceeding on Febriary 16, 1977 follawing Tr.

i assistad in the Jresaraticn of the “lepers Prenared sy S. Feld 2°¢.
4. Gundersen for e Atamic Safety and Licansing 3cars on Alleged
Ofscrepancies 3etseen Consumers Power's Rte Filing of vanuary 131, 1977
and Testimony Presantad to the Atamic Safety and Lizensing 3card ‘4
the Midland Proceeding” consisting of 38 ages. ! hereby certi®y that
this report 1s true and correct %o the bes: of @y knowledge and Selief.
/ -~

Sl [ 5 dd

STeney £. rela

Subscribed and swern %0 Sef:re
me this \qSday of Wy, 1977,

My Commission uafm:% .




In the Matter of
NSUMERS POWER COMPANY
(Midland Plants, Uniss 1 and 2)

UNITED STATTS OF AMERICA
WUCLEAR RESULATCRY CCMeISSIOM

§SFIRE THE ATCMIC SAFETY AND LIZZISING 30230

Socket "os. 50-329
§0-330

i

AFFIDAVIT OF HALTER J. GLNOIRSEM

Aditer J. Suncarsan zecosas anc says under cath 2s follows:

1.

[ am eplioyed By the Fedara! Power Jarmission 3s i3s5istent 33 oo
Crief of Jivision of Power Sucoly and Relasility. W professicnal
qualifications are attached %o my testimony and wer~e 3dmitied in%0

evidence in this procsecing on March 24, 1977 following Tr. S101.

[ assistad in the Zreparaticon of :he ‘%escre Precared 5y §. Feld

and 4. Guncersen for the Atamic Safety and Licensing 3card on Allegec
Jiscrepancies 3etseen Consumers Power's Rate Filing of January 31, 1377
and Testimcty Presentad 20 the Atomic Safety and Licensing 20ard in

the Midland Proceeding” consfsting of 38 ncages. I =eredy cersify that
this report s true and carrect t¢ the best of ay inowledge and Seltef,

.
g . — .
- . -

qcar v, Sursersen

Susscrided and sworn %3 before
se this 4™ day of May, 1977,

-Géﬂ ﬂﬁ%
Yy Commission cmm:%ﬂn,




