October 27, 2000

The Honorable Joseph I. Lieberman
United States Senate
Washington, DC 20510-0703

Dear Senator Lieberman:

| am responding to your letter of September 19, 2000, in which you forwarded an e-mail from
your constituent Amalio Escobar. In his e-mail, Mr. Escobar expressed concerns about
Millstone Nuclear Power Station (Millstone). Specifically, he was concerned about (1) the
health of his family and his community as a whole, and (2) Northeast Nuclear Energy
Company’s (NNECO’s or the licensee’s) poor safety record and many violations. In addition, he
expressed surprise about the offer made by Dominion Resources, Inc., to buy Millstone.

The U.S. Nuclear Regulatory Commission (NRC) authorized Millstone Units 2 and 3 to resume
power operation in 1999 and 1998, respectively, after an extended shutdown to evaluate
concerns about safety, management, and safety-conscious work environment (Unit 1 is
permanently shut down and will be decommissioned). For several years in the 1990's, the NRC
was concerned about the performance of the Millstone plants. In 1996, we issued two orders
requiring NNECO and its co-licensees to address our concerns. During this period,

U.S. Government Agencies repeatedly investigated Millstone and fined NNECO unprecedented
sums. We established a special oversight organization in the NRC Region | office and at NRC
headquarters to oversee the licensee’s progress in correcting the management and technical
problems our inspectors had discovered. We lifted the orders only after determining that the
terms of the orders had been carried out. Members of the public had the opportunity to address
the Commission directly during an April 14, 1999, briefing of the Commission on the readiness
of Millstone Unit 2 to restart. | assure you that we did not authorize the Millstone units to restart
until we were satisfied through extensive and concentrated inspections, that the facilities
conformed to their licensing bases and that NNECO had established an adequate corrective
action program and demonstrated its readiness to resume power operation. Since returning to
operation, NRC inspections of Millstone Units 2 and 3 have found that NNECO has sustained
the performance improvements implemented during the extended shutdowns.

Although the licensee is ultimately responsible for the continued safe operation of the Millstone
plants, the NRC maintains its regulatory oversight consistent with the revised NRC Reactor
Oversight Process (ROP). After the May 2000 NRC Senior Management Meeting, the NRC
reclassified Millstone Units 2 and 3 as “routine oversight plants”, which means that the NRC
baseline inspection program will be used to verify that the licensee is operating the plant in
accordance with NRC regulations. The baseline inspection program has at least 2300 hours of
targeted inspections per year. NRC inspectors will continue to be stationed at Millstone to
provide daily oversight. The reclassification was consistent with the most recent Plant
Performance Review of Millstone (documented in NRC letters dated March 31, 2000). Thus the
staff considers the licensee is operating the plants safely, and we will continue our oversight of
Millstone under the revised ROP. The NRC Web site at <www.nrc.gov> contains status of the
18 performance indicators tracked for Millstone and for all other nuclear power stations in the
United States.



J. Lieberman -2-

On August 31, 2000, NNECO, on behalf of itself and certain co-licensees, and Dominion
Nuclear Connecticut, Inc. (DNC), filed an application to transfer the operating licenses for
Millstone Units 1, 2, and 3 to DNC, a new generating company. DNC is an indirect, wholly
owned subsidiary of Dominion Energy, which in turn is owned by Dominion Resources, Inc.
The NRC staff is currently reviewing this application.

The provisions of Section 184 of the Atomic Energy Act of 1954, as amended, and the NRC's
regulations, stipulate that no transfer can occur unless the NRC gives its consent in writing. We
will consent only if we determine that the new company has adequate technical and financial
qualifications.

In reviewing technical qualifications in license transfer applications, we focus on whether or not
the proposed transferee has the technical expertise to continue to operate the plant safely. For
direct transfers in which the operator would change (as would happen with the case of Millstone
Units 1, 2, and 3), the scope of our review depends on how the transfer would affect existing
plant personnel and plant organizations.

We also evaluate a proposed transferee's financial qualifications to operate and to
decommission the nuclear plant whose license is to be transferred. The NRC reviews a
transferee's financial qualifications to ensure that the transferee has the necessary funds to
cover estimated operation costs for the period of the license. The NRC conducts
decommissioning funding assurance reviews to determine whether the proposed transferee has
demonstrated reasonable assurance of funds for the eventual decommissioning of the facility.

The sale price of a nuclear power station such as Millstone is not regulated by the NRC, nor is it
a consideration in any regulatory decision the NRC makes. Also, the NRC’s mission does not
include oversight of the state’s role as a regulator for the sale of electricity, nor does the NRC
have any role in any taxes that other regulatory entities may levy on the utility or its assets.
Therefore, the NRC is not prepared to comment on arrangements which may exist between the
State of Connecticut and NNECO with regard to prices, debt, or taxes.

The NRC Web site at <www.nrc.gov> contains more detailed information on the current
operating performance of the Millstone units, the revised ROP, and the license transfer
process.

| trust | have adequately addressed your constituent’s concerns. If you have more questions or
need further information, please do not hesitate to contact me.

Sincerely,
/RA/
William D. Travers

Executive Director
for Operations
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