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SAN LUIS OBISPO MOTHERS FOR PEACE
before the
ATOMIC SAFETY AND LICENSING BOARD

In the matter of

Pacific Gos and Electric Co. Docke* No. SO0-275-0LA .. Z
Diablo Caonyon Nucleor Power Plant S0-323-0LA
Unit Nos. 1 ond 2 ASLBP No. 92-668-03-0LA-2

March 12, 13983

San Luis Obispo Mothers for Peace
Lote~filed Contention

In occordonce with 10 CFR 2.714{al(i), this document supplements the
San Luis Obispo Mothers for Peoce Supplement to Petition to Intervene. On
January 21, 1993, the Mothers for Pecce was granted a hearing and petition
for leave to intervene in the proceeding involving the proposed cmendment
of the operoting licenses for the Digblo Caongon Nuclear Power Plant, Units
1 and 2. This omendment would extend the life of those licenses by more
than 13 years for Unit 1 and almost 15 yeors for Unit 2. For the reasons
set forth below, the Mothers for Peoce is submitting the following to

/
supplement its origincl Supplement to Petition to Intarvene.

X1. The Son Luis Obispo Mothers for Peocce chollenges the Environmental
Assessment and Finding of No Significont Impoct [(TAC NDS. MB4006 and
MB4007) issued February 3, 1992, The NRC should be required tc prepare an
Environmental Impoct Stotement.

Bosis: The Envirommentcl Assessment and Finding of No
Significant Impact issued February 3, 1993 ("EA”] concludes that "the
axtansion of Diaoblo Conyon's DOperating License... will not create ony new
gr unreviewed envirgnmentol impacts. This chonge does not involve any

physiral modificotions. and there are no new or unreviewed environmentol %
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impocts thot were not considered os part of the Final Environmentaol
Stotement ("FES”) doted Moy 1873..." (pg. 2]. The Son Luis Obispc Mothers
for Peoce ("SLOMFP”)] challenges this conclusion ond contends thot extension
of the operoting license term for Digblo Canyon Nuclecr Power Plaont
("UCNPP") will, in foct, significantly increase the risk of odverse impocts
to the humon environment, in woys thot were not considered in the FES
twenty yesrs ogo. Becouse the proposed operoting license extension could
significontly ond odversely offect the gquolity of the humon environment,
the Notional Envirgnmental Policy Act reguires thaot the NRC prepare on
Environmentol Impoct Stotement ("EIS“] to evoluate the increcsed risks to
the surrounding population ond environment, to weigh the costs and benefits
of the proposed cpercting license extension, and to consider glternotives
to the proposed action.

The proposed operoting license extensions pose O significont,
previously unconsidered risk to the human environment in the following U
respects:

1) Aging

The proposed operating license extension will greatly extend the life
of the DCNPP beyond its origin 1 term of 40 years ofter commencement of
construction, to as much gs 5% yeors., This is becouse the pericd thot is
being "recaptured,” i.e., the time between issuance of the construction
permit ond operating license, wos extremely long: Unit 1 did not receive
on operating license until over 13 years after construction began, and Unit
2 did not receive its operoting license until olmost 15 yeors ofter

construction began.



As staoted by the NRC in NUREG-1144, Rev. 1 Nuclear Plont Aging
Research [(NPAR] Progrom Plan: Components, Systems, ond Structures [NRC:
18871, "Aging is o complex process that begins os soon os o component or
structure is produced ond continues throughout its service life.” ld. ot 2-
2. The list of aoging effects summarized in NUREG-1144 includes

deteriorotion which occurs not just during operotion but during storoge os

well:

-=- Maoteriol degrodotion mechonisms ore octive during storoge and
cperation. Typicol couses of degrodotion include: neutron
embrittlement, fotigue, erosion, corrosion, oxidotion, thermal
emtrittlement, and chemicol reacctions.

-- Stressors con be introduced by improper storoge, operating
environment, or external environmment. Irrodiction, primary and
secondary coclont chemistry, ond introduced by the operating
environment. Freezing and thowing, brockish woter, and humidity are
typicol examples of stressors introduced by externol environment.
Synergistic influence of electricol and mechanical stressors in
combingtion with other internol cnd externol environment olso
contribute to degradotion-processes.

-- Service weagr: occumulotion of fotigue domoge due to plant
operaotionol cycling, service weor of rotaoting egquipment, ond wear of
the drive rod ossembly in o control rod drive mechonism ore typicaol
exomples.

-- Excessive testing: freguent testing of emergency diesel generctors
is ¢ typicaol example.

-~ Improper instolloticn, cpplicotion, or mointenonce: investigotion
by NRC (Ref. 4] 1 hos indicaoted that 30% of the nuclear plant gbnormou
occurrences cun be ottributed to foulty ond improper mointenonce.

Id. ot e-2.
As stoted in NUREG-1144, Rev. 1, "No nuclecr plont, including those

still under construction or being mothballed, should be considered immune”

from the effects of aging. Id. Thus, from the time construction began,

- -

1 G. Cwcling et gl., "Stotus of M-intenanrce in the U.S. Nuclear Pouwer
Industry 1985: Findings and Conclusions, : NUREG-1212, Vol. 1, June
18B6.



DCNPP was subject to aging effects for many yeors, including the
porticularly corrosive effects of exposure to solt oir. Indeed, there are
numerous recorded instances of corroded and degraded systems, structures,
and components ot DCNPP. The Fuel Hondling Building ventilotion system wos
declored inoperaoble due to the degrodation of the FHB secls, LER 89-01S-01
(September 13, 1881]; leckage occurred from the chemical ond volume control
system due to thermolly induced premoture degrodation nf the diaphraogm
valve, LER 1-82-008-00 (July 27, 18S2); corrosion was discovered on piping
ossocioted with diesel fuel oil ond twe fire suppression system corbon
dioxide lines, LER 1-82-006-00, uUnit 1 [August B, 18821, cuxiliocry salt
woter pumps show evidence of oggressive salt woter corrosion, NRC IR Sg-e2
{August 25, 1882); weld defects were identified in the steom generctor
feedwoter nozzles of Unit 1, NRC IR (November S, 1882); feedwoter flow
control bypaoss line snubber foiled due to stress corrosion cracking, LER 1-
82-023-00 (November 30, 1882). Moreover, os demonstroted in SLOMFP's
Contention 1, which wos ocdmitted for litigotion by the Licensing Boord, NRC
and PGRE records demonstrote defects in PBRE's mointencnce and survelllonce
progrom. 2 Foulty ond improper mointenance moy not only foil to correct
oging effects, but maoy tctunmlly contribute to the aging process. NUREG-
1144, Rev. 1, ot 2-2.

As discussed in NUREG-1144, Rev. 1, the potenticl impocts of aging on
sccident risk ore significant. Aging offects "essentiolly oll types of
sofety-related systems.” [d. ot 2-3. Aging effects "can contribute to

both: (o) the probability of initiotion of tronsients and gceidents, and

—-———_———— . ——

incorporates it into the bosis of this contention.
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(b)) the probability of faoilure of the mitigoting equipment during
cperaction.” ld, If oging effects ore not found and corrected, this con
"result in on undetected reduction in the defense-in-depth concept.” ld.
Pge degradation “"con also couse o loss of operational recdiness in
engineered sofety systems, which ore reguired to mitigote the conseguences
of a foilure of a vital component, such os on gssumed break in the primory
system boundaory.” ld.

Of "potentioclly the grectest concern” is the foct thot aging con leod
to "o higher probgbility of common mode foilures in nuclear power plants.”
Id. Aging "caon leod to wide-scole degraodotion of o physical berrier or tc
simultoneocus degrodotion of redundont components.” Id.

It is aolso clear, for o number of reacsons, that the increosed risks
gssocicted with gging connot be dismissed by relying on mointenance and
surveillonce programs. First, too little is known about the cging process
to state confidently that it can be controlled by current methods. As the
NRC haos conceded, "many oge-reloted uncertointies exist becouse neither
INRC] nor the industry completely understond the noture ond effects oo
oging on the plants.” GRO/RCED-BS-80, License Renewal Questions for
Nuclear Plants Need toc Be Resclved (GRO: April 1888) ot 16-17. The NRC's
program of ocge-relaoted resecrch covers only about 25 percent of the major
equipment importont to plont safe*y. Furthermore, the report is not
expected to be complete until 1987. GAO/RCED-S1-207, "Reseaorch Efforts
Under Woy to Support Nucleor Power Plont License Renewal” (September 18S1)
at 6.

Second, in some coses the technology for detecting cging effects

simply does not exist. For exomple, researchers ot Dok Ridge National



Loborotories have concluded thot current requirements for detecting check
volve detericrotion ore "inodequote for timely detection” becouse "neither
the Flutter nor the resulting wear con be detected prior to valve faoilure.”
NUKCG~1377, Rev. 2, NRC Research Prograom on Plant Aging: Listing and
Summories of Reports Issued Through June 1881 (NRC: July 1881) ot 1S,
citing NUREG/CR-4302, M.D. Hoynes, "Aging ond Service Wear of Check Vaolves
Used in Engineered Sofety Feoture Systems of Nucleor Power Plonts: Aging
Assessments ond Monitoring Methed Evoluotions,: Vol. 2, ORNL-B183/u2 (April
19911. Similorly, NUREG-114%4, Rev. 1, reported the existence of “some
doubt” thot artificial oging of saofety eguipment for environmentol
quolificotion testing "reclisticolly represent({s] the effects of inservice
degraodotion,” becouse noturcl aging moy hove more severe effects on the
equipment than artificicl oging. The report notes that:

Becouse of the evidence thaot aortificiecl or occelerated oging

techniques moy be inodegquote, it is difficult to ossess the incregsed

degres of vulnercbility of sofety eguipment ot this time. This
equipment, degroded by oge-reloted service ond wear, moy be vulneroble
to common mode foilure during accidents aond tronsients that involve
gbrnormol stresses cnd demonds on the equipment.
1d. ot 2-3. Thus, not only ore some oging effects difficult toc detect, but
the foilure to detect them moy greotly incresse the risk of an cccident,
from o0 single mode to o common mode failure.

Third, os discussed cbove, operoting ond mointenonce proctices moy be
impartant contributors to oging problems, not necessarily solutions. As
stoted in GAD/RCED-B8S-90, "the operating ond mointenonce proctices of eoch
utility exocerbate [thel uncertointies” reloted to oging. Id., SLOMFP hos
olreody identified numercus problems with PGRE’'s mointenonce ond
surveillonce progrom. See Contention I. At best, PGEE’'s mointenonce ond

surveillonce progrom is on uncertoin faoctor that must be exaomined for its
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potenticl role os g contributor to the increcsed risks gssocioted with
aging. Its existence certoinly cannot be relied on gs on excuse not to
prepare on EIS. See poge 4 of the EA.

Impocts of Aging Were Not Considered in 1973 FES

In the EA for DCNPP, the NRC claims thot the proposed operating
license extension will not creote ony "new or unreviewed envirocnmental
impocts.” EA gt 2. The EA olso stotes thot the 1873 FES considered o 40-
year operating life fFor DCNPP. ]Jd. Neither of these staotements provides
sufficient support for the NRC’'s decision not to prepare an EIS,

First, the NRC hocs leaorned o greaot deocl cbout aging of nucleor power
plants since 1873 thot could not possibly hove been considered in the 1873
FES. ~Aging wos of little concern to the NRC ot “haot time. Only in the
post few yeors, os nuclear plonts begaon to experience widespreaod and
significaont aging problems ond os the ogency looked to the issue of license
renewal, has significant research on the subject been undertoken., At this
point, the NRC is just discovering how little it knows about aging, ond
trying to amass enough information aobout it to begin to moke decisions
obout license renewcl. It is obsurd to suggest thot the NRC anticipoted
the complex problems roised by aging of the equipment at DCNP~* ot the time
it prepored the 1873 FES.

Second, SI.OMFP haos studied the 1973 FES ond con find no direct
stotement to the effect thot it wos evaluoting the risks of o 40-year
operoting life, as opposed to o 40-yeor existence. Moreover, the FES did
not anticipote thot OCNPP would operaote for on odditionol 40 years aofter it
hod olreody been in existence for 15 yeors. In foct, the FES couldn’t hove

considered the full length of the period between construction permit and



gperating license becouse it wos writter 1873, eleven years before the
pperoting license for Unit 1 wos issued ond 13 years before the cperating
license for Unit 2 wos issued. Thus, the 1873 FES did not consider the
full term of degrodotion aond oging effects to which the DCNPP would be
subjected over the SS5-year lifetime that is now being proposed.
2) Chonge in Population

The EA comments that “populotion size ond distribution is the only
t ime-dependent porometer.” EA ot 3. Yet the EA ossumes that the "Low
Populction Zone (LPZ), aond nearest populotion center distonce will continue
to meet the requirements of 10 CFR 100.11 (o) for the proposed 40-year
license terms. ld. Additionolly, the EA concludes that "the proposed
license ogmendment will not significantly chonge previous conclusions on the
potentiol environmentol effects of offsite relegses from postulated
occidents.” ld. But the populotion size ond distribution of San Luis
Obispe County hos chonged. In its License Amendment Request, PGRE notes
that 10 miles is currently the Population Center Distance. However,
becouse of dromatic populotion growth in the community of Boywood-los Osos,
the new Populotion Center Distaonce will become 8 miles. License Amendment
Reguest S2-04 [July S, 1982) ot 3C. Substantial pcopulation growth in the
Boywood-Los Osos community was not onticipoted or anolyzed in the 1873 FES.
The FES projected the Son Luis Obispo County populotion to reach 223,000 by
the ysar 2000. FES at 2-12. @As of Jonuary 1, 1882, the county population
hos already recched 221,802. Stote Deportment of Finonce. At o projected
2.15% grouwth increase per yeor (License Amendment Reguest at 301, the
projected county populction for the year 2025 chaonges even more

substontiolly. An EIS is needed to determine whether or not this chonge in



population affects previous conclusions on the potential environmental
impocts of offsite relecses.

3) Cumulotive exposure to low level radiation

The Mothers for Peoce requests thot on EIS be performed for the
purpose of determining the cumulative aond chronic impact of low level
rodiction on the populotion surrounding the DCNPP. The EA stotes that "the
plont’s contribution to the locol populotion dose within g SO-mile raodius
is expected to remain insignificont in comparison to thot from background
raodiation.” EA ot 5. Planned aond unplonned atmospheric and oquatic
releoses ond the generation, storoge ond transportotion of high ocnd low
level rodiogtion exposes the local population to rodiaotion through o voriety
of pothuwoys: the oir, the spil ond the woter. Locol fish, fruits and
vegetcbles, cow’'s milk and drinking woter oll moy have some degree of
contamination. FES [(Maoy 1873) ot 5-55. Plonned releacses cccur with
regulority and "have remained within the bounds of the FES...” EA, ot 6.
Accidental relecses of rodiation, however, ore unpredictoble and have
cccurred.

-= Moy B8, 89, 1885, unplaonned releose of rodiotion from Unit 1 waste
gos system (NRC IR B/7/8%);

-~ April 10, 1887, uUnit 2, o significont releacse of rodiooctive
motericl during o loss of residucl heot removal system incident (EA
87-131, B/7/87);

-- Moy S, 1887, a 1,300 gollon leok of rodicoctive woter; November 1,
18980, rodiococtive woter leak in containment;

~- reported in o November S, 1882 NRC IR - high ogirborre rodiotion
release as o result of shot peening octivities;

-= on December 18, PGSE vicloted the U.S. Department of Tronsportotion
regulotions when it exceeded the 10 millirem limit in the

tronsportotior of low level wusite to the disposcl site in the Stote of
Washington. This shipment wos received on December 21 ond measured 1¢
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millirems. (Letter to PB&E from Stote of Waoshington, Department of
Health, Jonuary 13, 1833)

The humocn populotion is continuolly being exposed to unpredictable
amounts of rodiation. There has been o great denl of speculaotion regarding
the sofety of this exposure on human heclth. The Joponese had o single-
dose situotion with the otomic bombs; it is o more complex situation where
people are exposed over o period of time. John Gofmon ond Alice Stewart
both argue thot there is no sofe dose or dose rote; in fact, low doses of
ionizing rodiotion received over time con be more hormful that single high
doses. Rodistiop-lnduced. Copcer for_Low-Dose Exposure, John Gofman,
Committee for Nuclear Responsibility (18801 ond DNI1I_Iechrologu. Beview
(February 11, 1883). The locaol popers in San Luis Obispo County haove
published the concer rotes; there exists an unusuolly high rote of lung and
breast concer in the county. A representative from the Environmental
Protection Agency poid o visit to the county in Jonunrg_of 1883 to
investigote this situation.

The correlotion between exposure to low doses of rodiotion and the
risk of controcting concer did not exist when the FES wos completed in
1873. @n EIS is now required to aonalyze the effects of chronic low level
rodigtion on the local populotion - before PGRE is gronted on additional 13
to 15 yeors to their operating licenses.

4] High level rodiococtive woste storoge

According to the EA, "the totol omount of uranium required for the
proposed 40-yecr operoting license terms is expected to be less than the
amount projected in the FES.” FES at 7. Perhops less high level woste will
be generoted thon originally anticipoted, but the document foils to
indicote that PGRE has no plans for storoge of this woste ofter the ueor*.
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2010, The plant hos already re-rocked its spent fue! pools to enable thenm
to store more rods than originolly planned. “The spent fuel pools

currently hove onsite storaoge copocity for olont cperation through about

2007 while maointoining the capobility for a full-core off-lood. After

2007, storage spoce would no longer be ovaoilaoble for o full-core off-load.

The existing spent fuel storoge rocks will be filled by 2010." License
Amendment Request 82-04% (July 89, 1882) ot 25.

The EA does not discuss how spent fuel is to be stored at DCNPP when
there is no room in the spent fuel pool. Thus, there is no means for the
public to evoluote the risks ossocioted with storaoge of high level woste
penerated during the proposed extension period.

The problems of fuel storaoge ot DCNPP gre unigque within the nuclear
power plant industry becouse the plant is locoted in the State of
Coliferniao, where seismic aoctivity is o constant, reol, and sericus threaot
to saofety, ond within 2 1/2 miles of aon active earthquoke foult (Hosgril.
The disposcl of this high level rodicoctive woste presents o potentiolly
significant and dongerous envirormental impact. When the FES wos compiled
in 1973, the Hosgri Foult hod not even been discovered; on EIS is essentiacl
to determine the extent of this impact on the humon environment.

5. Low level rodiooctive waste storage

According to the EA, the "volume of solid low level rodiooctive woste
generated ot DCPP has historicolly been among the lowest in the nucleor
power industry.” EA ot 6. But the document foils to ocknowledge the
difficulty and expense of disposing of this dongerous waoste. The Mothers
for Peocce understonds thot the woste generaoted at DCNPP hos previously been

sent to the disposal focility in Washington; but Lthat plant is no longer
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occepting rodionctive woste from Califormia. PGEE must now transport their
wnste to the disposal fFocility ot Bornwell, South Carclino. This site will
continue occepting waste from Caolifornio until July 1884. What happens to
the rodiocctive woste generoted ot DCNPP ofter thot dote is unknown.
"Civilian Nucleor Woste Disposal,” Mark Holt, Congressional Resecrch
Service, Environment and Noturol Resources Policy Division (updoted July
22, 1892) ot 11.

Twenty yeors ogo, when the FES for DCNPP wos written, the
contamination problems ond the controversy surrounding the low level woste
disposal focilities did not exist. This issue requires further
investigotion; an EIS is essentiaol.

§) Cost benefits

The EA stotes: “"I1f the plont is not opercted beyond 2008, it is likely
that it would be necessory to construct new baselood capocity... operction
of DCPP during the reguested extension period would only reguire
incrementol yeorly costs... In summary, the cost-benefit advantage of DCPP
compored to olternotive electriccl power genercting copocity improves with

the extended plant lifetime.” pg. 12. The Mothers for Peoce find these
conclusions untrue. The energy produced by DCNPP in the yeors of the
proposed license extension will be costly. The Division of Ratepaoyer
Advocates (DRA) of the Colifornic Public Utilities Commission prepored o
document in response to PGEE's claim in their gpplicotion that granting the
recopture will "reduce future electric rotes.” License Amendment Request
92-04 (July 89, 18823 ot 3. DRA claims thaot:
Prices for Dicble Conyon’s generotion ofter 2016 have not been set.
However, there is no reaoson to expect Diablo Canyon's prices during
the remcinder of the recopture period to be significontly below morket
levels, nor has PBA&E presented ony evidence suggesting that this will

12
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occur, In any cose, PCE&E is incorrect in gsserting thot Diablo Canyon
will be cost-competitive by 200B. During the portion of the recopture
period where Diagblo Canyon’'s prices ore known, 2008 to 2016, operation

of Diaoble Conyon will increcse rotepoyer costs by billions of
dollars. Edmund Texeiro's (DORA) letter to Herschel Rosenthol,

choirmon of the Senote Emergy and Public Utilities Committee (December

8, 19827 ot 4.

The entire text of this document sheds light on the guestion cof the

need for new boselood copacity and the economics of extending the operoting

life of DCNPP versus the use of olternotive energy sources for producing an

equivolent electricaol power copacity. This document is ottoched aos
Appendix A.

Buring the December 10, 1932 prehecring conference, Judge Bechhoefer
requested thaot the NRC Stoff cccept the San Luis Obispo Mothers for Pecce
Supplement to Petition to Intervene (October 2B, 1882) os o comment in the
preporaotion of the EA. Transcript ot 188, 188. The DRA document noted
obove provided the NRC Stoff with volucble informaotion for the preparoction
of the ER. Neither the receipt nor the content of these documents uwere
acknowledged in the EA.

The EA cssumes thot the productivity of DCNPP will remain high ond
thot operction will be safely performed. EA ot 10. But PBGEE haos acdmitted
the long-term risks thot foce continued operaotion at DCNPP. PGRE
ocknowledges the risk of unscheduled ocutoges as the plant gets older; the
risk of higher thon expected maintenonce and copitaol costs as mojor plant
equipment, such gs steom generctors, is repoired or reploced; and the risk
of reduced plant performonce or higher costs in order to comply with new
NRC regulotory reguirements or new government toxes. Protest of Pocific
Gas and Electric Compony to Petition by Towaord Utility Rote Normalizotion

to MNodify Decision 88-12-083 (DOctober 16, 1382) ot 10.
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Justification for Late-Filed Contention

1) SLOMFP hos good couse to file Contention XI at this time becouse
the EA wos not issued until Februaory 3, 1893, ond SLOMFP did not receive it
until Februcry 12. Becwuse the EA was not avoiloble to SLOMFP before
Februory 12, it could not hove prepored o contention chollenging the ER
before that. In Foct, the Licensing Boord rejected o previous contention
by SLOMFP which chollenged the lock of an EIS for the propused operoting
license extension, on the ground that it wos premaoture.

SLOMFP hos proceeded ns gquickly os possible to evalucte the EA and to
gssemble enough evidence in support of Contention X1 to sotisfy the
Commission’'s stondord for ocdmissibility of the contention, and we hove
Filed pur contention within the reascroble time period of 30 doys. UWe note
thaot during the time we were preporing this contention we were also
required to engage in the time-consuming octivity of preporing essentiolly
egll of cur discovery in this cose.

2] There ore no other mecns by which SLOMFP can protect its interest
in hoving on EIS prepared for the proposed operoting license extension.

3) SLOMFP's porticipotion in the litigotion of this contention will
legd to the develop ent of o sound record. SLOMFF hos obtaoined technicol
gssistonce in preparing its cuse on this issue and expects to be pble to
provide expert testimony on the significaont aging risks pesed by the
proposed operoting license extension.

4] There is no other porty to this cose which con represent SLOMFP's
interests.

53 Admission of this contention ot this time con be expected to

broaden and delay this proceeding. However, ony such deloy would nct be .
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the foult of SLOMFFP. Morecver, the litigaotion of this issue would not

prevent or delaoy the coperation of DCNPP.

Respectfully submitted,

Nuncmr , President
San Luis Obhispo Mothers for Peoce
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Certificote of Service

I hereby certify thot copies of the foregoing Saon Luis Obispo Mothers for
Peoce Laote-filed Contention hove been served upcon the following persons by

U.S. mail, First class.

Office of Commission Appellote

Ad judication
U.S. Nucleor Regulgotory Commission
Washington, DC 20555

Administrative Judge

Jerry Kline

Atomic Saofety ond Licensing Boord
U.S. Nucleor Regulotory Commission
washington, DC 20558

Ann P. Hodgdon, Esqg.

Office of the Gernerol Counsel

U.S. Nuclear Regulatory Commission
Washington, DC 20855

Joseph B. Knotts, Jr., Esg.
Winston & Strawn

1400 L Street, N.W.
Washington, DC 2000S

Adjudicotory File
U.S. Nuclear Regulotory Commission
Waoshington, DBC 20555

Robert R. Wellington, Esqg.

Administrotive Judge

Charles Bechhoefer, Chairman
Atomic Saofety and Licensing Board
U.S. Nuclear Regulaotory Commission
Washington, DC 20S5S

Administrotive Judge

Frederick J. Shon

Atomic Sofety ond Licensing Boord
U.S. Nuclear Regulotory Commission
wagshington, DC 20555

Edwaord D’'Neill

Peter Arth, Jr.

Truman Burns

Robert Kirosian

Peter G. Faoirchild, Esg.

Colifornic Public Utilities
Commission

50S Van Ness Avenue

San Froncisco, CA 94102

Secretory of the Commission
Docketing and Service Branch

U.S. Nucleor Regulotory Commission
Woshington, DC 20555

Diablo Conyon Independent Sofety Committee

857 Coss Street, Suite D
Monterey, CA 893840

Christopher Waorner, Esg.
Richord Locke, Esg.

Pocific Gaos and Electric Co.
77 Beole Street

San Froncisco, CA 94106

Doted March 12, 1893, Son Luis Cbispo County, CA

Jill ZomEk
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Appendiy. A

Cafitorria Publc Utiiiies Comrmission

DRA DiviSION OF RATEPAYER ADVOCATES
505 Van Ness Avenus
Phone (415) 7032061 San Francisco, CA 94102-3268 EOMUND J. TEXEIRA
FAX  {415) 7031681 Director

December 8, 1992

The Honorable Herschel Rosenthal, Chairman
SENATE ENERGY & PUBLIC UTILITIES COMMITTEE
State Capitol, Room 2035

Ssacramento, California 95814

Dear Senator Rosenthal:
SUBJECT: Diablo Canyon License Recapture

In response to your request, the Division of Ratepayer
Advocates (DRA)[1] of the California Public Utilities
Commission (CPUC) has reviewed the application filed by Pacific
Gas & Electric Comgany (PG&E) to recapture the construction
period of the Diablo Canyon Nuclear Power Plant, Units 1 & 2,
thereby extending their operation by 13 to 15 years. DRA has a
number of concerns regarding statements made by PGSE.
Specifically, Section 3 of PG4E's application, regarding the
justification for the recapture, contains a number of errors and
omissions. Use of accurate information would show that the
recapture will increase ratepayer costs and harm the economy in
California.

INTRODUCTION
A. Diablo Canyon

Under current ratemaking treatment for the Diablo Canyon
Units, ratepayers incur significant costs to pay for the
operation of the facility. Table 1 shows the current and
forecasted prices for Diablo Canyon’'s generation.

1 Although DRA is under the administrative umbrella of the
CPUC, it acts independently of the Commission (Cal. PU. Code
Section 309.5). These statements reflect the position of the DRA
only, and do not represent the opinion of the CPUC.
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TABLE 1
PRICES FOR DIABLO CANYON GENERATION®*
(Nominal Cents/KWH)

YEAR PRICE
1989 6.3
1890 8.9
1991 9.5
1992 10.2
1993 21.0
1994 11.9
1995 12.2
1996 12.5
1997 4 12.8
1998 13.1
1999 13.4
2000 13.7
2001 14.1
2002 14.4
2003 14.8
2004 15.2
2005 15.6
2006 16.0
i ST 16.4
2008 16.8
2008 17.3
2010 17.7
2011 18.2
Recapture______ 2012 18.7
Period 2013 19.2
2014 19.7
2015 20.3
m— ) | 20.8

* Values after 1994 assume an annual inflation ratz (CP1) of

4%. Prices during the recapture period are highlighted;
the recapture period extends beyond the settlement term.
These prices do not include $54 million collected annually
for a decommissioning cost reserve.

These prices are the result of a settlement negotiated by
DRA, PGSE and the California Attorney General, which was
subsequently approved by the CPUC. DRA continues to support the
settlement. While the pricing schedule shown in Table 1 assumes
that the recapture is obtained, the settlement contains other
provisions should the Nuclear Regulatory Commission (NRC) deny
PG&E's request. Thus, the settlement is not dependent on PG&E’s
successfully recapturing the construction period.
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Since Diablo Canyon’'s costs were first placed into rates,
PG4E's average residential rate for electticitiwhas increased
from 8.6 cents/kwh in 1988 to over 11.5 cents/kwh in 1991. 1In
comparison, nationwide electric rates have remained nearly
constant during the same time span. Although not all of the
increase in PGLE's rates can be attributed to Diablo Canyon, its
payments currently account for over 20% of the costs borne by
PGLE’s ratepayers for electric service([2]. The Units also
comprise a significant portion of PG&E’'s resource mix,
representing over 10% of the utility's installed capacity.

B. PG&E's Application

On July 7, 1992, Pacific Gas & Electric Company filed an
application with the NRC to modify the operating licenses for the
Diable Canyon Units (NRC Docket Nos. 50-275-OLA-2, 50-323-0OLA-2).
PGLE seeks to have the licenses changed to extend the term of
operation of the units from 2008 to 2021 for Unit 1, and from
2010 to 2025 for Unit 2. This request is made under the NRC's
policy regarding the "recapture” of construction time[3].

PG&E’'s application covers a number of topics. Section 3
contains PG&E’s justification for the amendment, asserting a
number of benefits from extending the operation of Diablc Canyon.
Sections 4 and 5 address the safety and environmental impacts,
respectively, of the proposed amendment. PG&E asserts that no
increase in safety or environmental impacts will occur due to the
extension. Section 6 asserts that no new hazards are expected to
arise due to the extension.

2 A consumer advocacy group, Towards Utility Rate Normalization
(TURN), has recently filed a petition with the CPUC to modify the
prices contained in the settlement. DRA has filed no comments
regarding this petition. The CPUC has not yet ruled on TURN's
request.

3 The NRC issues 40 year operating licenses for nuclear power
plants. Initially, the 40 year period commenced when the
construction of the facility began. Later, this pclicy was
revised to have the period commence on the date of initial
ogeration of the power plant. The NRC has etablished a policy of
allowing modifications to the early licenses to "recapture" the
difference between the construction start date and the date of
initial operation  thereby extending the duration of the
operating license.
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DRA has no comments regarding PG&E’s claims on the safety and
environmental impacts of the proposed amendment. However, DRA
has a2 number of concerns regarding other aspects of PGLE’s
filing.

The application filed by PG&E to amend Operating Licenses ‘
DPR-80 and DPR-82 contain a number of inaccuracies. DRA is
specifically concerned with Section 3 of PG&E’'s application,
regarding the justification for the proposed license amendments.
PGSE has asserted that granting the recapture will provide four J
benefits to its ratepayers: cost savings; filling a need for
baseload generation; air emission reductions; and, improvements
in the state and local economy (Application, pp. 2 and 3). DRA
addresses each of these purported benefits below.

A. Cost Savings

PG&E indicates that Diablo Canyon is expected to be "cost-
competitive with new power plants" in 2008 and beyond, and that
granting the recapture will "reduce future electric rates"
(Application, Section 3.2, p. 3). However, PG&E has not
presented any data to support this cocntention.

In fact, based on estimates used by the California Energy
Commission (CEC) and the CPUC (the two state agencies
which regulate resource development in California) and forecasts
made by PG&E itself, Diablo Canyon is expected to be
significantly more expensive than the cost of replacement power
through 2016.[4] A number of resource options, including ]
fossil fueled resources, renewable resources and conservation .
programs, are expected to be considerably less expensive than ‘
Diablo Canyon.

Prices for Diablo Canyon’'s generation after 2016 have

not been set. However, there is no reason to expect Diablo
Canyon's prices during the remainder of the recapture periocd to
be significantly below market levels, nor has PG&E presented auny
evidence suggesting that this will occur. 1In any case, PG&E .s
incorrect in asserting that Diablo Canyon will be cost-
competitive by 2008. During the portion of the recapture period
where Diablo Canyon’'s prices are known, 2008 to 2016, operation
gflgiablo Canyon will increase ratepayer costs by billions of
ollars.

B These forecasts can be found in the CEC's most recent

resource planning proceeding (CEC Docket 90-ER-92) and in the

gSSC's Biennial Resource Planning Update (CPUC Docket I.89-07- 2
).
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In addition, the CPUC, the CEC and PG&E itself have all
expressed concerns regarding commitments to resources in advance
of need. Future technologies may be much less expensive than
currently available resources([5]. 1f future needs are filled
by premature commitments to existing resources and teshnologies,
utilities may not be able to take advantage o{ the benefits of
the new technologies. However, in this instence, PG&E is seeking
an extension for Diablo Canyon more than 15 years before its
existing license expires.

B. Baseload Generation

PGLE also errs in its assertion that the baseload operation
of Diablo Canyon is beneficial to its ratepayers (Application,
Section 3.1, p. 2). In fact, PG&E itself has czmplained of an
exceLs of baseload resources, and-has asserted » need for greater
operational flexibility. PG&E wants to reguire all new
generation (which would be operating during the period of the
recapture) to be dispatchable by the utility. PG&E recently
negotiated an increase in its control of the operation of
qualifying facilities (QFs) signing new contracts.

Excess baseload generation causes PG&E to have too many
resources operating at times of low system demand. This limits
the ability of PG&E to take advantage of low cost, spot energy
purchases. It also causes operating problems because of the need
to have some units available to follow load. Replacing Diablo
Canyon with resources which have greater operational flexibility
would resolve these problems, lowering ratepayer COSts.

PGLE also indicates that replacing Diable Canyon could
significantly exacerbate the need for new centralized power
plants (Ibid.). However, current PG&E resource plans indicate
that the majority of new demand needs will be met by conservation
and other demand-side management (DSM) programs, as well as spot
purchases. The relatively small amount of new generation
resources are anticipated to be retrofits to existing utility
power plants or new QF facilities, not large, new centralized
power plants. In any event, *exacerbating” the development of
replacement resources is not a detriment to PG&E's ratepayers, if
they have lcwer costs than Diablo Canyon and provide creater
operational flexibility.

5 The estimates used by the CEC, CPUC and PG&E for rescurce
planning do not assume any improvement in resource efficiencies
or costs over time due to improvements in technologies. Thus,
the forecasts discussed above likely underestimate the difference
between new rescurces and the higher costs of Diablo Canyon.
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C. Air Emission Reductions

PG&E asserts that granting the recapture will significantly
reduce air emissions which would have been produced by the
resources replacing Diablo Canyon (Application, Section 3.3, p.
3). However, PG&E assumes that Diablo Canyon will be replaced
with 100% gas-fired generation. As mentioned above, current
resource plans indicate that the majority of new rescurces will
be DSM, wind, geothermal and spot purchases, not gas-fired,
baseload resources. Little, if any, increase in air emissions
would occur if Diablo -Canyon were replaced with these resources.

In addition, the resource selection methodology used in
California explicitly quantifies the value of reducing air
emissions. To the extent a competing resource has less air
emissions than a gas-fired resource, this benefit will be
reflected in a cost comparison of the two facilities. The high
cost of Diablo Canyon outweighs any air emission benefits it may
have compared to other options.

D. State and Local Economy Bcnefits

PG&E indicates that continuud operation of Diablo Canyon will
benefit the state and local economies, because of state and local
taxes on the facility (Application, Section 3.4, p. 3). However,
PG&E fails to consider the benefits of jobs and property taxes
that would occur from constructing and operating the resources
that would replace Diablo Canyon’s generation. It is the net
difference between the amount of taxes and jobs created by Diablo
Canyon versus alternatives which is relevant. However, PG4E has
not shown that there will be more jobs and tax revenues from
continuing to cperate Diablo Canyon than from building and
operating replacement resources.

In addition, the rate increase that would result from
granting the recapture will have a negative impact on the state
and local economy. If Diablo Canyon is just 1 cent/kwh more
expensive then other options, PGEE’'s rates will increase by over
$140 million annually. As previously discussed, Diablc Canyon is
expected to cost many cents/kwh more than alternatives Over the
recapture pericd, Diablo Canyon is expected to increase PG&E’s
rates by billions of dollars.

High energy costs are at least partially responsible for the
decline in the state economy. PG&E’Ss rates are already over 35%
above the national average. A sizab.e rate increase from
extending operation of Diableo Canyon would have a significant
detrimental impact on the state and local economies.
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CONCLUSION

DRA believes it is essential that the NRC have the best and
most accurate information available, prior to making any
determination on PG&E’'s request. PG&E has not provided the NRC
with the information needed to accurately assess the
justification for the license amendment. In particular, PG&E’'s
application relies on the four benefits listed below as
justification for extending the coperating period of Diablo
Canyon: .

1. Cost~-Savings;

2 Need For Baseload Generation;

3. Air Emission Reductions; and,

4. State and Local Economy Benefits.

As discussed above, none of these benefits are expected to
occur, nor has PG&E presented any evidence to support its claims.
Based on PGLE's forecasts and those used by California state
agencies, granting the recapture will benefit neither PGL&E’'s
ratepayers nor the economy. Quite the opposite will occur.
Extending the operation of Diablo Canyon is expucted to increase
PG&E’s electric rates.

Sincerely,

Gt . Totrin
EDMUND J. TEXEIRA

Director
Division of Ratepayer Advocates
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