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Introduction;

As the millennium approaches, the future of the nuclear power generation appears
desolate. Today's nuclear executives are facing challenges resulting from worldwide
change and have forced utilities to reevaluate their corporation's future directions. The
nuclear industry must be competitive more than ever to address today's rapid changing
marketplace and pressures exerted from:

• regulatory reformation
• increased competition.
• changes in technology
• customer evolution
• globalization

These factors have compelled nuclear executives to address questions such as:

• What impact will these changes have on today's marketplace, and on my
corporation?

• What will characterize tomorrow's successful nuclear facility?
• How can today's nuclear corporation compete in tomorrow's marketplace?
• Will my corporation survive?



Changes in Today's Marketplace:
The entire electric utilities industry is experiencing change like never before. Deregulation
means increased competition and requires improved cost controls within the industry. In
addition, the nuclear industry faces additional economic implications such as stranded
assets and market-based pricing.

Regulatory Reformation:
While financial regulatory issues may not be viewed as a driving force, they are significant
factors for the future. Nuclear utilities have growing concerns with recovery of plant
capital costs, even those deemed rational, while not jeopardizing safety.

It all comes down to money. If regulatory bodies enforced all of its rules, some of the
nuclear plants today can't compete economically. In a rare point of agreement with
activists, the nuclear industry also says regulations threaten to drive some plants out of
business, but it argues that many regulatory rules boost costs without enhancing safety.

The regulatory system hasn't kept pace with advances in technology. Tensions between
cost and safety can only increase as deregulation of the nation's utilities ushers in a new
era of rate-slashing competition. In some regions, consumers will soon choose their
electric company the way they now choose a long-distance telephone carrier. Companies
with nuclear plants are at a disadvantage because nuclear-generated electricity can cost
twice as much as fossil-generated power. No new plants have been ordered in years, and
many have been mothballed in the past decade. Stranded assets represent a substantial
financial impact on the nuclear industry. How much of an impact has yet to be determined.

Increased Competition:
Regulatory-mandated transmission access is currently fueling competition among utilities
for existing large customers. Various other forms of deregulation are now or will soon put
many more customers at risk. Non-Utility Generators (NUGs) and non-traditional
competitors have become threats. Nuclear facilities will face stiff cost competition
resulting from new gas-fired, combined-cycle units, operated by either NUGs or
competing utilities that possess significantly higher efficiencies and lower installation and
operational costs. Recent forecasts project lower coal prices by 2005 as existing contracts
expire. Extreme economic misfortune will result for some nuclear utilities unless concerted
efforts are made to rapidly reduce current O&M costs.



Improved Technology:
Convergence between the utilities and telecommunications industries, DSM
communications and steadily improving technology is rapidly becoming an enabler for
both people and processes, to help improve the flow of information and efficiencies of
people, and to allow prudent and informed risk management. Investments in new
technology must enhance decision making processes and be recouped many times over in
terms of cost and time savings to the corporation.

Improved decision support systems will be dependent on:

1. improved access to real-time information through integrated databases
and applications

2. robust management information systems
3. definition and focus on business processes
4. improved work control systems
5. superior inventory management

There will be easy access to technical, procurement, radiation protection information for
work teams and management. Tools such as hand-held computers will provide technicians
with access procedures and knowledge databases. The same tools, as well as video links,
will also allow ready access to specialists and management for assistance as needed. They
will also expedite development of predictive maintenance capabilities.

The process of integration matches business functions with technology. In this decade
successful corporate and information systems managers realize that information
technology has value well beyond strictly automating the business. Information
technology is now a fundamental component of long-range corporate strategy and enables
new business strategies designed to meet the challenges of doing business in the 1990's.



Heightened Customer Awareness:

Customer's are becoming more aware of what they want, when they want it, and how
much they want to pay for products and services. With the improved access to
information, customers will demand premium services and product deliverables. The
customer has now become the pinnacle for utility existence. Without satisfied customers,
the numbers of energy suppliers will quickly decrease.

Globalization:
As competition heightens, nuclear energy suppliers will look to increase their marketplace.
This will be characterized by mergers, partnerships, the introduction of new products, the
adaptation to global best business practices and participation in a global rather than a
regional marketplace.

Corporations must possess information systems flexible enough to adapt to this changing
environment at a moments notice.



What does the Future Look Like:

Market-based Pricing:
Nuclear businesses must change their philosophy on demand and supply pricing. Energy
will be sold to the customers at prices the market will determine, not what the supplier
dictates. As a result, utilities must realize where they are profitable and where they are not.
These areas of non-contribution, will be eliminated, outsourced or restructured. Currently,
many areas within the organization are strictly cost collectors that have no or negative
impact on the profit/loss statements. This ideology will change. All divisions within the
corporation should be managed as profit centers, responsible for some level of measurable
contribution to the corporate success.

Reduced Capital and Operating Costs:
Many nuclear plants face the prospects of capital improvements mandated by regulatory
action and by technical issues such as steam generator replacement and erosion/technical
corrosion. Growing costs are associated with waste storage and spent nuclear fuel
disposal. Decommissioning costs, which have generally been considerably under-funded,
are a major cost factor for any plant.

Reduction in costs to become and remain competitive will be a major difference between
the current state nuclear utility and its future state successor. Commercial nuclear power
provides approximately 30% of the electricity consumed in the North America. Regardless
of the nuclear/non-nuclear generation mix in any given utility, operating expenses
associated with nuclear plants represent a major portion of the cost to the customer. These
costs must decrease, and overall performance improve, in order for nuclear utilities to
ensure their survival in a changing tomorrow.

Stranded Assets:
Nuclear facilities must accept the fact that they are going to have stranded assets. The
question is how will they handle these massive debts. Individual utilities must develop their
own strategies to handle the recovery of stranded assets based upon the regulatory climate
in their community government whether it be through sell-off, retirement or refurbishment.



How Do I pet there:

Nuclear corporations must change internally as well as externally to succeed in
tomorrow's marketplace.

Internally, corporations must improve upon three fundamental characteristics:
• leadership
• communications
• organizational culture

Leadership:
Corporations must be committed to change from the top executive down throughout the
organization. Executives must view business issues in a strategic focus, delegating the
decision-making process deeper and deeper within the organization.
Executives must have access to on-line, real-time information to limit risk and maximize
the decision making process to make more informed decisions.

Communication:
The belief that "knowledge is wealth" will disappear. Successful corporations will institute
policy that information is to be open. Closed information groups will not be tolerated. The
flow of information must link all levels of the organization to improve team decision
making and accountability.

Organizational Culture:
The internal culture within organizations has to change to adopt a clear vision and
commitment to the success of the organization through change. Worker and teams will be
responsible for work and quality. The management and work level will be encouraged to
take risks rather than being so risk adverse. The employee shall have a broad business
awareness.

Externally, executives must develop a full understanding of costs and cost drivers, and
their impacts on survival. It is imperative executives develop a vision today of the future
competitive environment - customers, competitors, products/services, to determine how
their nuclear business can fit and survive in that environment tomorrow.

The utility of tomorrow must change from being reactive to proactive, assume risk
without compromising safety, manage the regulators, become more innovative in the
positioning of enterprises, think and manage horizontally as well as vertically.

Utilities must be flexible enough to quickly adapt to changes in the marketplace.



To bring this level of change to their corporation, executives must implement client server
applications that offer real-time access to enterprise-wide integrated data. It is imperative
that these systems are comprised of global best business practices robust enough to handle
perpetual change, providing broad functionally, easily interfacing with niche products and
desktop solutions, while providing multi-company, multi-language, multi-currency
reporting capabilities.

Bottom line - the nuclear industry must recognize that change is imperative. The level of
change may not be readily accepted, but it is essential.



Conclusion;

Although tomorrow's nuclear industry must deal with the financial challenges of stranded
assets, market-based pricing and major reductions in capital and operational expenditures,
tomorrow's commercial nuclear power can still be successful. They must proactively
advocate change, not incrementally, but continuously, swiftly, and immediately.

Too often nuclear utilities have had their lives managed by regulators. In some cases, this
has been justifiable because of performance difficulties or broader regulatory issues. In the
future utility, it will be essential that the nuclear utility manage the regulators. This will
necessitate strong relationships with the regulators and that in turn, will be driving
consistently good performance. Utilities with consistent performance will be successful
financially and in the regulatory arena.

In today's economic and highly competitive marketplace, the ability to identify costs of
product and operation activity has become crucial. Without accurate costing information,
companies lack the ability to make informed decisions. Experience has shown that
attempts at decision making without a thorough understanding of the costs involved — and
how these costs are comprised -- can have serious implications.

To avoid such problems, today's executive must be able to differentiate value added costs
from non-value added costs and accurately predict what costs will be at various activity
levels. It promotes a fundamental shift from interfacing and reconciliation, to evaluation,
management and analysis, to make profit-based decisions based upon accurate
information.

Reduction in cost to become and remain competitive will differentiate today's nuclear
enterprises and the survivors tomorrow. The industry has long dealt with technical and
regulatory change, but the move to competitive market-based pricing is going to require
different changes from those most utilities have previously experienced. This, and the need
to increase the price for making the change present major challenges for industry
executives.

Utilities can achieve these needs by utilizing technology tools as a enabler of change rather
than a prohibtor. Integrated business solutions enable corporations real-time access to
information, empowering middle management teams the ability to make better decisions.

Will you and your corporation be there tomorrow?


