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I INTRODUCTION

The Office of the Attorney General—Residential Utilities and Antitrust Division
(“OAG”) respectfully submits the following Reply Comments in response to the Public Utilities
Commission’s (“Commission”) Notice of Comment Period (“Notice”) issued on July 22, 2019."
The OAG reiterates its recommendation that the Commission should decline to modify Northern
States Power Company’s (“Xcel”’) Annual Decommissioning Accrual based on the factors in the
Commission’s January 17, 2019 Order (“January 2019 Order”).” The OAG’s Reply Comments
also support the Department of Commerce’s (“Department”) recommendations in its Initial
Comments that Xcel be required to: 1) provide additional Nuclear Decommissioning Trust
(“NDT”) financial inputs information; 2) work with the Department to explain how Xcel’s NDT
processes work; and 3) provide additional information in the company’s reply comments related

to the mechanics of Xcel’s sinking fund calculations.’

! Notice of Comment Period (July 22, 2019).

2 In the Matter of the Petition of Northern States Power Company for Approval of the 2019-2021 Triennial Nuclear
Decommissioning Study and Assumptions, Docket No. E-002/M-17-828, ORDER APPROVING DECOMMISSIONING
STUDY, AND TAKING OTHER ACTION 7 (Jan. 7, 2019) (“January 2019 Order”™).

? See generally Department Initial Comments (Aug. 19, 2019).



I1. BACKGROUND

This proceeding is an outgrowth of Xcel’s 2019-2021 Triennial Petition (‘“Petition™) in
which Xcel stated that the Annual Decommissioning Accrual for 2019 would be approximately
$45 million, assuming immediate decommissioning following the end of each of the three plant
licenses.* Subsequent to the Petition, the Department recommended that the Commission set
Xcel’s total nuclear decommissioning accrual at $44.4 million.” In its January 2019 Order, the
Commission approved the Department’s recommendation with the caveat that the $44.4 million
Annual Decommissioning Accrual would be subject to possible revision based on, among other
things, the implications of the following three factors: 1) Department of Energy (“DOE”)
continuing refunds for dry cask storage during the decommissioning process; 2) use of the
SAFSTOR decommissioning method; and 3) possible use of third-party contractors for nuclear
decommissioning.® On August 19, 2019, the OAG and the Department filed comments
addressing the three factors from the January 2019 Order and the Commission’s Notice. For the
reasons described below, the Commission should not alter Xcel’s Annual Decommissioning
Accrual at this time and should approve the Department’s NDT financial inputs and processes,
and sinking fund recommendations.

III. THE COMMISSION SHOULD RETAIN A CONSERVATIVE APPROACH TO
XCEL’S ANNUAL DECOMMISSIONING ACCRUAL.

The Commission should refrain from modifying Xcel’s Annual Decommissioning
Accrual based on assumed DOE reimbursement of dry fuel storage costs. Rather, the

Commission should retain the conservative $44.4 million Annual Decommissioning Accrual

* In the Matter of the Petition of Northern States Power Company for Approval of the 2019-2021 Triennial Nuclear
Decommissioning Study and Assumptions, Docket No. E-002/M-17-828, PETITION 2 (Dec. 1, 2017) (referencing one
nuclear-powered generator license for the Monticello Nuclear Generating Plant and two nuclear-powered generator
licenses for the Prairie Island Nuclear Generating Plant).

> Department Initial Comments at 2.

6 January 2019 Order at 7.



approved in its January 2019 Order. As the OAG explained in its Initial Comments, 7 Xcel’s
arguments for DOE reimbursement are based on an inconclusive expert opinion, anecdotal
reports from other nuclear operators regarding their current experience with DOE
reimbursements, and a company-centric view of the benefits of litigation if the DOE must be
sued to enforce reimbursement of dry fuel storage costs.® The DOE’s past failure to comply with
its statutory and contractual nuclear decommissioning obligations and indications of renewed
activity by the Nuclear Regulatory Commission (“NRC”) to establish a viable nuclear waste site
further support preservation of the $44.4 million Xcel Annual Decommissioning Accrual.’
While completion of a nuclear waste site is not likely in the immediate future, the NRC’s recent
actions appear to signal renewed efforts to resolve the nuclear waste storage issue. Theoretically,
such a resolution could occur prior to the termination of Xcel’s three nuclear plant licenses.
Thus, the safest and most reasonable course at this time is for the Commission to uphold the
$44.4 million Annual Decommissioning Accrual from the January 2019 Order.

If the Commission is persuaded to modify the Annual Decommissioning Accrual to
account for DOE reimbursement of dry fuel storage costs into and through decommissioning, the
Commission should adopt the 75% DOE benchmark advanced by the Department. As
underscored by the Department, Xcel has previously struggled to estimate a proper DOE
reimbursement amount.' The more conservative $27.4 million nuclear decommissioning

accrual for 2020, while not OAG’s preference, more adequately protects ratepayers and the NDT

7 OAG Initial Comments at 9-11.

“1d.

? Lauren S. Laughlin, Battle Emerges Over Nuclear Waste in America’s Oil Patch; Proposal to Put Atomic-Waste
Site in Permian Basin Moves Forward as Opponents Worry about Threat to Valuable U.S. Oil Fields, WALL ST. J.,
Aug. 14,2019, Attachment A.

' Department Initial Comments at 7.



than Xcel’s $22.8 million accrual recommendation." The Commission should not contemplate
reverting to the $14 million current decommissioning accrual given the Department’s
explanation of the unavoidable delays related to Xcel’s current Integrated Resource Plan and the
significant regulatory review required by the NRC if the life of the Monticello plant is
extended.” It is vital that the Commission take all possible action to ensure that Xcel’s NDT
will be sufficient to fund nuclear decommissioning when the time comes, as any funding gap will
be recovered directly from ratepayers.

IV. ALTHOUGH IT IS PREMATURE TO ADOPT EITHER SAFSTOR OR THIRD-

PARTY DECOMMISSIONING, THE COMMISSION SHOULD CAREFUULY
MONITOR BOTH METHODS IN FUTURE PROCEEDINGS.

> as well as the

The information provided in Xcel’s July 15, 2019 Compliance Filing,'
Department’s and OAG’s Initial Comments, illustrate that changes to Xcel’s Annual
Decommissioning Accrual based on SAFSTOR or third-party decommissioning are premature.
As these nuclear decommissioning methods evolve and the Commission considers their future
utility, however, it should keep in mind some of the attributes of each method that could
negatively impact ratepayers.

First, the selection of SAFSTOR, otherwise known as deferred decommissioning,
automatically extends the life of Xcel’s nuclear plants. As discussed in the OAG’s Initial

Comments, '* SAFSTOR has the potential to increase costs for ratepayers if Xcel’s NDT

investment mix and strategy does not outpace inflation and other costs.” Thus, any future

"' 1d. at 4-7.
1d. at7.
13 In the Matter of the Petition of Northern States Power Company for Approval of the 2019-2021 Triennial Nuclear
Decommissioning Study and Assumptions, Docket No. E-002/M-17-828, XCEL COMPLIANCE FILING, NUCLEAR
DECOMMISSIONING ACCRUAL 1, 5-7 (July 15, 2019).
1‘5‘ OAG Initial Comments at 5-6 (Aug. 19, 2019).

1d.



Commission approval of the SAFSTOR decommissioning method should include a requirement
that Xcel work with the Department to ensure an optimal investment portfolio.

Second, third-party decommissioning agreements should not be a profit-making vehicle
for contractors at ratepayer expense.'® The purpose of an NDT is to ensure sufficient resources
to decontaminate and remove a nuclear facility at the end of its used and useful operating life."’
Thus, the Commission should summarily reject any future third-party decommissioning
agreement that incentivizes over-collection of funds from ratepayers, fails to return unspent
funds to ratepayers, or results in a windfall to third-party contractors. "

Initial Comments from the OAG and the Department demonstrate that the only
appropriate step for the Commission to take at this time with respect to SAFSTOR and third-
party decommissioning is to require Xcel to continue monitoring the industry and gather
additional information.” Moreover, consistent with the Commission’s initial directive to
consider alternate nuclear decommissioning options, Xcel should be required to explore the
ENTOMB/In Situ option.*” While still in its infancy, this decommissioning method has shown
preliminary signs of significant cost savings.” This alone presents a compelling basis for
tracking the future evolution of ENTOMB/In Situ.

V. THE COMMISSION SHOULD REQUIRE XCEL TO WORK WITH THE
DEPARTMENT TO IMPROVE THE COMPANY’S NDT FINANCIAL INPUTS.

Xcel should provide more insight regarding its NDT financial inputs and processes. As

noted by the Department, “the amount of the decommissioning accrual is quite sensitive to

1 OAG Initial Comments at 6-8

"Id. at 6.

" Id. at 6-8.

1 OAG Initial Comments at 4-5, 8; Department Initial Comments at 9.
2 OAG Initial Comments at 8-9.

1.



changes in the return assumptions[] and the impact of the changes to Xcel’s return assumptions

since 2014 is large.”” The Department has an extended history of working with Xcel to increase

NDT returns, while decreasing fees paid to external investment managers.” In its Initial

Comments, the Department has indicated that “it may be reasonable to make a few more

adjustments to Xcel’s investments to generate reasonably higher returns.”* Accordingly, the

Commission should support the Department’s request for clarity regarding the derivation of

Xcel’s expected returns for asset classes, as well as the company’s calculation of expected

portfolio returns.” Similarly, the Commission should support the Department’s continued

involvement with, and active examination of, Xcel’s asset allocation decisions.*® Finally, the

Commission should require Xcel to provide the information specified by the Department in the

Question 3 response section of its Initial Comments.*’

V. THE DEPARTMENT’S REQUEST FOR ADDITIONAL INFORMATION
REGARDING THE MECHANICS OF XCEL’S NUCLEAR FUEL SINKING
FUND IS REASONABLE AND SHOULD BE ADDRESSED BY THE COMPANY
IN THIS PROCEEDING.

Xcel’s updated end of life nuclear fuel accrual may not be reasonable. It is distressing
that ratepayers may have “effectively and unreasonably” provided Xcel with an interest free loan
via Xcel’s sinking fund.”® If Xcel’s “amount recovered” balance includes only the sum of past

accruals, and not also the interest earned on those accruals, ratepayers should be credited for

prepayment as recognized by the Department.” To properly safeguard ratepayer interests, the

?2 Department Initial Comments at 11.
B Id. at 12-13.

2 1d at12.

B Id at 11-12.

2 1d. at 12-15.

2 1d. at 18.

2 1d. at 15.

Y Id at 15



Commission should require Xcel to provide the information specified by the Department in the
Question 4 response section of its Initial Comments.™
VII. CONCLUSION

For the reasons set forth above, the Commission should decline to modify Xcel’s Annual
Decommissioning Accrual based on the factors in the its January 2019 Order. If the Commission
determines that modification of the accrual is warranted based on dry fuel storage costs, it should
adopt the 75% estimated DOE reimbursement figure recommended by the Department to protect
ratepayers. While it is premature for the Commission to require changes to Xcel’s Annual
Decommissioning Accrual based on SAFSTOR or third-party decommissioning, it should be
aware of, and closely monitor, certain attributes of each decommissioning method that could
result in unreasonable consequences to ratepayers if approved in the future. The Commission
should require Xcel to provide the financial inputs information requested by, and work with, the
Department to ensure optimal growth of the NDT funds while decreasing fees paid to external

investment managers. Finally, the Commission should require Xcel to provide clarity regarding

0 1d at 19.



the mechanics of its nuclear sinking fund to ensure the company is not the benefactor of an

involuntary interest free loan from ratepayers.
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Battle Emerges Over Nuclear Waste in America's
Oil Patch; Proposal to put atomic-waste site in
Permian Basin moves forward as opponents
worry about threat to valuable U.S. oil fields

Lauren Silva Laughlin . Wall Street Journal (Online) ; New York, N.Y. [New York, N.Y]14 Aug 2019.

¢ ProQuest document link

FULL TEXT

A plan to build two big nuclear-waste storage facilities in the heart of the most important U.S. oil field is igniting a
fight between frackers and the atomic-energy industry.

The Nuclear Regulatory Commission is considering proposals to put up to 210,000 tons of nuclear
waste—including the most dangerous high-level waste—at two sites in the Permian Basin, the booming oil-and-gas
producing region along the Texas-New Mexico border.

The temporary facilities would be surrounded by fracking equipment—shale oil drillers that pump water and sand
into the ground at high pressure to break apart rocks and free up oil and gas. One step in the fracking process can
lead to earthquakes, according to the U.S. Geological Survey.

Stephanie Garcia Richard, New Mexico's commissioner of public lands, has sent letters to the NRC opposing the
facilities, which she said are "smack in the middle” of the oil field. She is joined by oil drillers, who say they are
planning to explore for oil around and below the storage site. One of the sites is in a West Texas county that
produced 42 million barrels of oil last year.

The NRC is reviewing the proposals and is expected to release results of preliminary environmental studies as
early as March. The nuclear waste would be shipped to the locations by train from nuclear reactors all over the
country. Together, the sites effectively have enough room to store all the current high-level waste being held at
U.S. nuclear power plants.

Finding a place to permanently store waste has been a perennial issue for the nuclear-power industry. Plans for a
permanent disposal site in Nevada's Yucca Mountain, picked by Congress in 1987, have been stalled for years. In
lieu of a permanent facility, fuel is currently housed mainly at nuclear facilities.

The Texas site is one of four U.S. locations with a facility for housing low-level nuclear waste, which typically
consists of contaminated items like clothing, rags, mops, equipment and tools. High-level waste, which is far more
toxic, includes used fuel from nuclear power plants and takes hundreds of thousands of years to decay.

Two companies, Interim Storage Partners and Holtec International, are seeking 40-year licenses to take the spent
fuel in what is considered a temporary solution. Interim Storage plans to operate a new facility near the West
Texas site while Holtec's site is over the border in New Mexico.

Interim Storage Partners CEO Jeffrey Isakson says the company's application takes into consideration the
possibility of seismic activity caused by drilling and other impacts from oil and gas production.

Share Your Thoughts

What do you think of the proposal to store high-level nuclear waste in the Permian Basin? Join the conversation
below.

"These systems have been designed to withstand extreme seismic events, and have been proven effective over
decades of use," Mr. Isakson said in a statement.

Holtec's Chief Strategy Officer Joy Russell says its facility was designed to withstand an earthquake that is far

E [_(_)_(}:l\t‘ﬂ e — Attachment A



more dangerous than the worst earthquake expected over a 10,000-year period.

Because these are considered interim facilities, the waste would be stored on or near the surface. A permanent
facility, where spent fuel would be stored 1,000 feet underground, would be preferable, says Charles Forsberg,
principal research scientist at the Department of Nuclear Science and Engineering at the Massachusetts Institute
of Technology. "You have erosion, you have people, you have wars and all sorts of other things,” he said.

Some worry that if granted, the licenses could be renewed. "These sites may end up storing this waste
permanently,” U.S. Senator John Barrasso, a Wyoming Republican said.

Interim Storage Partners is a joint venture of the U.S. division of French company Orano SA and Waste Control
Specialists LLC, which was bought in 2018 by private equity firm J.F. Lehman &Company. WCS owns the low-level
waste facility in Texas, which would be adjacent to the new high-level facility if plans are approved.

WCS's site first opened in 2012, just as drillers were starting to use sophisticated hydraulic fracking in the Permian,
which turned it into one of the world's largest producing oil fields. "A decade ago we didn't have the multistage
horizontal fracturing so how could we have anticipated the geological impact of that?" said Ms. Richard, New
Mexico's Commissioner of Public Lands. She also noted the seismic impact of the fracking process that requires
reinjecting water into the ground. "The seismic result of the reinjection is unknown,” she said.

The U.S. Geological Survey says the disposal of waste fluid from the fracking process can cause earthquakes. A
2007 report from the International Atomic Energy Agency cautioned that high-level nuclear sites should be single-
use and "avoid land with exploitable mineral and energy resources.”

Recently, Fasken Oil and Ranch, a driller based in Midland, Texas, sent a note to the NRC saying that it was
developing new fracking technologies and intends to dig "beneath and surrounding” Holtec's planned site in New
Mexico, using some 20 million barrels of water and high-pressure sand.

Fasken is worried about the financial impact the nuclear site could have on the land and minerals in the area.
Write to Lauren Silva Laughlin at lauren.silvalaughlin@wsj.com

Credit: By Lauren Silva Laughlin
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ATTORNEY GENERAL TELEPHONE: (651) 296-7575

August 29, 2019

Mr. Daniel Wolf, Executive Secretary
Minnesota Public Utilities Commission
121 Seventh Place East, Suite 350

St. Paul, MN 55101-2147

Re: In the Matter of the Petition of Northern States Power Company for
Approval of the 2019-2021 Triennial Nuclear Decommissioning Study and
Assumptions
MPUC Docket No. E-002/M-17-828

Dear Mr. Wolf:

Enclosed and e-filed in the above-referenced matter please find Reply Comments of the
Minnesota Office of the Attorney General—Residential Utilities and Antitrust Division.

By copy of this letter all parties have been served. An Affidavit of Service is also
enclosed.

Sincerely,

s/ Kristin Berkland
KRISTIN BERKLAND
Assistant Attorney General

(651) 757-1236 (Voice)
(651) 296-9663 (Fax)
kristin.berkland@ag.state.mn.us
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AFFIDAVIT OF SERVICE

Re: In the Matter of the Petition of Northern States Power Company for
Approval of the 2019-2021 Triennial Nuclear Decommissioning Study and
Assumptions
MPUC Docket No. E-002/M-17-828

STATE OF MINNESOTA )
COUNTY OF RAMSEY % >

I hereby state that on 29th day of August, 2019, I e-filed with eDockets Reply Comments
of the Minnesota Office of the Attorney General—Residential Utilities and Antitrust Division
and served the same upon all parties listed on the attached service list by e-mail, and/or United

States Mail with postage prepaid, and deposited the same in a U.S. Post Office mail receptacle in

the City of St. Paul, Minnesota.

s/ Judy Sigal
Judy Sigal

Subscribed and sworn to before me
this 29th day of August, 2019.

s/ Patricia Jotblad
Notary Public

My Commission expires: January 31, 2020.
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