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A biased report by one individual, not MIT

Recently, some California legislators and agency officials have cited a so-called “MIT Study” as
providing economic justification for continued operation of Diablo Canyon Nuclear Plant for 15
more years beyond 2030 (the 5-year extended deadline granted by the CA legislature in 2022).
But this publication, The Economics of Continued Operation of the Diablo Canyon Nuclear
Power Plant, 2030-2045, is not a product of MIT the institution. Rather, it is a “Research
Commentary” by a single individual, John E. Parsons, who happens to be a lecturer at MIT. The
document notes at the beginning that its views are “solely those of the author.”

Dr. Parson’s Commentary is of no value to this critically important decision of extending the
operations of Diablo Canyon; it is simply an academic exercise that is not tied to the reality of
the California Energy Market.

Before addressing the flaws in the data and analysis presented by Dr. Parsons Commentary, let
us examine the author himself.

Significantly, in addition to his role as an MIT lecturer, Dr. Parsons has an additional professional
role that gives him a vested interest in justifying continued operation of Diablo Canyon:
“CoDirector” of MIT's CANES Low Carbon Energy Center, an arm of MIT’s “Energy Initiative”
(MITEI). CANES itself — the “Center for Advanced Nuclear Energy Systems” — makes no claims
to be a disinterested academic observer. Instead, its stated mission is to “develop
transformative methods, materials and technologies to make fission energy systems more
affordable and more sustainable.” Research topics for the Low Carbon Energy Center are
chosen by Dr. Parsons in consultation with “MITEI’'s partners in industry.” These industry
partners include Constellation and other companies deeply interested in expanding nuclear
power. In short, Dr. Parsons is not credible as an independent researcher, a fact that even a
cursory review of his many other lications confirms.

Manipulated data and faulty assumptions

Given Dr. Parsons’ obvious bias, it is hardly surprising that his Commentary manipulates data
and makes faulty assumptions to achieve a predetermined result, without accounting for the
reality of the California Energy Market. His paper is based on the RESOLVE model the CPUC
employed in proceeding R.25-06-019 to support the transmission planning process. But Dr.
Parsons changed the RESOLVE inputs by lowering Diablo Canyon’s operating and
maintenance costs. Thus, he calculated Diablo Canyon’s operating costs for 2027 to 2029 to
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average $991 million — ignoring the fact that $1,208 million is actually required to operate Diablo
in 2026 (Proceeding A.25-03-015).The Parsons Commentary also inappropriately applied an
assumption of the RESOLVE model that PG&E would save ratepayers money by delaying the
timeframe for solar and wind projects. While it may be appropriate in transmission planning to
project significant corporate savings from not investing in renewable energy projects, these
savings will not be realized by customers buying electricity in the consumer marketplace. Dr.
Parsons simply ignores the realities of the California Energy Market.

What is needed to understand the economics of continued operation?

An energy market simulation is needed to determine if there are potential savings from the
extended operation of Diablo Canyon. New solar plus batteries investments will continue to be
constructed because they can compete in the current market and Diablo Canyon generation
cannot. The CPUC determined in Proceeding A.25-030015 that Diablo Canyon required a
subsidy of $380 million in 2026 because the estimated revenue received from the energy it
produced was insufficient to cover estimated operating costs. Estimated revenues would not be
sufficient to cover even the hypothetical operation and maintenance costs used in the Parsons
Commentary.

The California grid operator (CASIO) employs a market clearing price to determine generation
cost. The CASIO System Generators bid on the amount of energy they can supply and at what
price. To provide the needed energy, CASIO selects generation based on the lowest price, until
generators have all the electricity production needed to provide the required energy or load. The
last generator needed on line to meet the forecasted load sets the market clearing price for all
generators on line.

The last generator is typically one that has the ability to vary its output — such as a hydro facility,
solar farm with batteries, or a gas-fired unit. Diablo Canyon is not able to adjust its output and
thus needs to bid in a way to ensure it operates. Diablo Canyon gets paid the market clearing
price for its energy but still requires a subsidy to cover operating costs. The Parsons
Commentary in no way reflects the market. Energy market simulation is needed to identify the
times the operation of Diablo impacts the market clearing price. That would be the times during
which savings would be realized by customers; not from a proposition that renewable energy
projects will not be built.

Several factors should go into the decision regarding the extended operation of Diablo Canyon:
e Are there better uses of our money than to continue subsidizing the operation of Diablo
Canyon?
e \What other capital expenditures will be required over the next 15 years to keep this plant
operating safely — given its 70-year-old technology and aging equipment?
e Does a long-term commitment to Diablo Canyon prevent or impede the utilization of
other technologies that provide 100% renewable, carbon-free energy at a lower cost?

The Parsons Research Commentary fails to address these questions.



The reader should beware of Dr. Parsons’ self-serving and faulty analysis and instead consult
the unbiased, well-supported and analytically sound multi-author study recently issued by UC
Santa Barbara, “The Economics of Diablo Canyon: Maximizing Pollution Reduction While
Protecting California Ratepayers and Taxpayers,” which identifies subsidies that should be
curtailed immediately to actually save customers money.
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