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Nucl ear Regul at ory Conm ssi on
One White Flint North

Rockvil | e, Maryl and

Thur sday,

July 19, 2001

The Comm ssion nmet in open session, pursuant to
notice, at 1:30 p.m, the Honorable RICHARD A
MESERVE, Chairman of the Conmi ssion, presiding.

COW SSI ONERS PRESENT:

RI CHARD A. MESERVE, Chairman of the Comm ssion

GRETA J. DICUS, Menber of the Conmi ssion

JEFFREY S. MERRI FlI ELD, Menber of the Conmm ssi on

EDWARD Mc GAFFI GAN, JR., Menber of t he Comm ssi on
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STAFF AND PRESENTERS SEATED AT THE COMM SSI ON TABLE:

ANNETTE L. VI ETTI-COOK, Secretary

KAREN D. CYR, General Counsel

PANEL 1

DR W LLI AM TRAVERS, EDO

MR. W LLI AMBORCHARDT, Associ ate Director, Inspection
& Progranms, NRR

DR ASHCOK THADANI, Director, RES

DR RI CHARD BARRETT, Acting Director, Future Licensing
Og., NRR

MR. THOVAS KING Director, Div. of R sk Analysis &
Applications, RES

MR JOSEPH G | TTER, NMSS

PANEL 2

MR. MARVI N FERTEL, Sr. VP, Business Ops, NEl

MR, JAMES MUNTZ, VP Nucl ear Project, Exelon

MR, EUGENE CGRECHECK, VP Nucl ear Support Services,
Domi ni on Energy, Inc.

DR. REG@ S MATZI E, Sr VP, Nucl ear Systems, Westi nghouse
MR. JOHN REDDI NG, Manager, Marketing & Public Affairs,
GE Nucl ear Energy

MR, W LLI AMMAGANOOD, Director, Nucl ear Energy, Science
& Technol ogy, DCE

DR. EDW N LYMAN, Scientific Director, Nuclear Control

Institute
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PROCEEDI NGS

(10:30 a.m)
CHAI RMAN MESERVE: Good afternoon. On
behal f of the Conmi ssion, I'd like to wel cone you to
today' s briefing regardi ng New Pl ant Applications and
Constructi on.
A few years ago, any suggestion that the
NRC woul d need to prepare for possible depl oynent of
new nucl ear plants woul d probably have been greeted
with disbelief, to put it mldly. However, in the
past year or so, a nunber of factors -- economc,
technical, political -- have come together to cause
serious consideration of the construction of new
nucl ear plants within the next fewyears. And if new
nucl ear plants are to be proposed, the NRC nust be
ready to performconprehensive |icensingreviews and,
if licenses are issued, to oversee construction and
oper ati ons.
The purpose of this neeting is twofold.
First, we will hear from the NRC staff about the
Agency's activities to assess our capabilities and to
prepare for the possibility of activities in this
area. Second, we wi ||l hear fromNRC st akehol ders, not
only from the nuclear power industry but from the

Department of Energy and a public interest group,
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about these same i ssues. W very nuch | ook forward to
this nmeeting this afternoon.

Let me turn to nmy coll eagues and see if
t hey have a statenent.

COW SSI ONER MERRI FI ELD: M. Chairman, |
woul d make one statenent. | appreciate the conments
about the increased attention that this issue has
gotten over the last year. | would note, however, |
think that is arecognition of work that our staff and
previ ous Comm ssi ons have conduct ed over al ong peri od
of time. The changes in our regul atory process, the
al l omances for reducing our regulatory burden, nore
transparency, nore public confidence in what we're
doi ng, and our ability to already have three |icensed
reactor designs are a lot of work already over the
dam so to speak, so while | agree with you that
within the | ast year we've had a |lot of attention on
this, that's because of all the work we've been doi ng
for a long time. Thank you.

CHAI RVAN MESERVE: I f there are no further
conmments, Dr. Travers, you nay proceed.

DR. TRAVERS: Thank you, M. Chairman. W
are certainly glad to be here to brief you on the
staff's activities relative to potential for future

i censing and i nspection readi ness.
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It has been a while since we were in the
m dst of any significant activitiesinthis arena. W
don't feel we're as rusty as some may thi nk, however,
but we do recognize a nunber of challenges that we
need to be prudently prepared for noving forward.

I think you'll notice from the
presentation today that there's been, and continues to
be, a high level of interoffice coordination and
cooperati on. The O fice of Nuclear Regulatory
Research, the Ofice of Nucl ear Reactor Regul ation,
and the Ofice of Nuclear Material Safety and
Saf eguards have been principally at |east working
closely to ensure our readiness for future |icensing
and i nspection activities, and to ensure that we have,
in fact, an integrated approach for resolving issues
associated with new technol ogies and new |icensing
projects, should they occur.

There is a teamapproach, we think, which
is denonstrating itself in the meetings that we're
conducting wth industry, upcom ng wor kshops,
training, and even sone international cooperative
efforts. The teamfromthe Program O fices have al so
been working with the Regions and with our Ofice of
Human Resources, and with the O fice of the General

Counsel in review ng some of the policy issues that
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are attendant at this tine to assessi ng our readi ness.

Communi cations wll obviously be an
i mportant factor, and the principal offices have
est abl i shed a j oi nt comuni cation plan to ensure that
we i n fact have good conmuni cati ons both i nternal and
external to the agency. The offices have worked
together to present information at the recently held
ACRS wor kshop in June, and we have plans to hold
i nternal and ext ernal stakehol der wor kshops next week.
Based on the feedback fromthese workshops, we woul d
expect to continue that sort of dial ogue on specific
t echni cal issues.

As directed in the Comm ssion's February
13, 2001 Staff Requirements Meno, we have been wor ki ng
closely -- we have worked with industry to encourage
as nmuch informati on as we can get on the details of
the timng and the scope and extent of which sonme of
these activities may occur so that we can plan
prudently and budget for w thout disrupting some of
the other inmportant initiatives that the Agency faces.
And, certainly, I'dlike to enphasize howi nmportant to
your next panel this information is for our plans.

Wth me at the table -- and I'I| start at
ny far left -- is Joe Gitter, fromthe Ofice of

Nucl ear Material Safety and Saf eguards. W have Rich
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Barrett and Bill Borchardt fromthe O fices of Nucl ear
React or Regul ati on, and Ashok Thadani and Tom Ki ng,
fromthe Ofice of Nuclear Regul atory Research. And
with that, let nme turn over the briefing to Bill
Bor char dt .

MR. BORCHARDT: Good afternoon. Slide 2,
pl ease.

(Slide)

"1l be covering the current status of
activities requestedinthe Comm ssion's February SRM
This will include future licensing and inspection
readi ness assessnent, staffing, policy issues,
regul atory infrastructure, current activities, andthe
chal l enges we see going forward. Fol I owi ng ny
presentation, Tom King will discuss pre-application
activities and technol ogy chal | enges.

The staff fully expects to be prepared to
carry out our review and i nspection responsibilities
for early site permit, design certification review
and/ or conbi ned | i cense applications that are received
wi thin the next year. In fact, we're already actively
engaged i n several pre-applicationreviewactivities.

Thanks to the work done in the '80s and
early '90s, a regulatory structure is in place that

wi || support the recent renewed i nterest in new pl ant
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constructi on. There is no doubt, however, that
ultimate  success wi || depend on effective
conmuni cati on between all stakehol ders, high quality
submttals on the parts of the applicants, and review
di scipline on the part of the staff. Slide 3, please.

(Slide)

The SRM of February directed the staff to
assess its technical, |Ilicensing and inspection
capabilities, and identify enhancenents, if any, that
woul d be necessary to ensure that the Agency can
effectively carry out its responsibilities. In
addition, the staff was directed to critically assess
the regul atory i nfrastructure supporting both Parts 50
and 52, and identify where enhancenents, if any, are
necessary. The Commi ssion further directed the staff
tointegrate the tasks identified during this effort
withthe various related activities that are underway,
and provide the Conmission with a schedule for
conmpl eting these tasks. Slide 4.

(Slide)

As stated in our My 1st response, we
established the Future Licensing and |nspection
Readi ness Assessnment Interoffice Wrking Goup to
assess the ability of the NRC to support future

applications that m ght be subm tted under Parts 50 or
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52. This group consi sted of representatives fromNRR,
Research, NMSS, and the O fi ce of General Counsel, and
is also interfacing actively with the Regions, the
O fice of Human Resources, and ot her support offices.

The working group wll provide an
assessnent of the areas shown on this slide to the
Conmi ssion in Septenmber of this year. The areas
covered will be postulated |icensing scenarios for
future application reviews, durations of the reviews
that arelinkedto m | estones, and resource esti mates;
the critical skills that nust be avail able within the
Agency or that can be accessed through contractual
agreenents to perform these reviews; the necessary
interfaces within the staff as well as with the ACRS
and ext ernal stakehol ders; and any recommendat i ons and
foll owon activities.

I nformati on fromthe industry regarding
their plans and schedules is key to our ability to
create these licensing scenarios and ultimately have
the staff available to performthe work once it does
arrive. Slide 5.

(Slide)

Wth respect to staffing, we have
establ i shed a tenporary organi zationwithinthe Ofice

of Nuclear Reactor Regulation called the Future
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Li censi ng Organi zati on. It is conposed of an SES
Manager, Section Chi ef, and ni ne Proj ect Managers, and
one secretary. ltsresponsibilitiesinclude providing
central points of contact within NRR for matters
concerning future licensing efforts, managi ng certain
related initiatives currently underway such as t he AP-
1000 Pre- Application Revi ewand Rul enaki ng activities,
coordinating efforts to perform a readiness
assessnent, interfacing with NEl working groups and
ot her stakehol ders. We have acconplished this new
work by reprioritizing work using the PBPM process.

We are nowin the process of establishing
a permanent organi zation which will be called the New
React or Licensing Project Ofice. It will retain the
sane organi zati onal structure and responsibilities of
t he Future Licensing O ganization.

l"d like to acknowl edge the efforts of
Rich Barrett who until very recently served as the
Director of the Future Licensing Organi zation until a
per manent Director coul d be assigned. Rich has done
an exceptional job of laying a very solid foundation
for us to nove forward on all of these projects and
establ i shing the good communi cation paths with all of
our stakeholders, and I'd |ike to thank him He has

recently been relieved of those duties by JimLyons,
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who wll be the permanent Director of the new
Li censi ng Organi zati on.

The O fice of Research has established the
Advanced Reactor Group. This groupis responsible for
managi ng t he advanced reactor technol ogy, Generation
IV, and non-lightwater reactor pre-application
assessnent work. The Special Projects Branch in the
Fuel Cycle Safety and Safeguards Division is the
primary point of contact within NVMSS. Their role is
to support future licensing efforts in the area of
fuel fabrication, transportation, saf eguards and wast e
storage and disposal, wth focus on any unique
technical or regulatory issues associated with non-
| i ghtwat er reactor designs and increased enrichnent
| evel s. Slide 6, please.

(Slide)

Slides 6, 7 and 8 | i st a nunmber of policy
i ssues that are affected by the structural changes
within the industry and on the size, design and
fabrication of new reactor designs. | ndustry has
raised issues such as decomm ssioning funding
assurance, antitrust revi ews, and fi nanci al
qualifications as those that are burdensonme and coul d
chal | enge the economic viability of merchant plants.

(Sl i de)
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Slide 7 shows t he i npact of the nodul ar or
smal | pl ant I ssues, including Price-Anderson
protection, the nunber of licenses that would be
i ssued frommulti-nodul e type of designs such as the
PBMR, operator staffing issues, and NRC annual fees.

(Slide)

Slide 8 shows two other i ssues,
decomm ssi oni ng fundi ng f ornul a and ur ani umf uel cycle
for gas reactors, that are regulations that will need
to be addressed for non-Ilightwater reactor designs.
Slide 9, please.

(Slide)

In addition to the assessnment of the
staff's capabilities and t he regul atory
infrastructure, the February 13th Staff Requirenents
Menorandumdi rected the staff tointegrate these tasks
with related activities that are currently underway.
| will briefing summarize the status of sone of these
activities -- Early Site Permts, Construction
| nspection Program rul emaking, and stakehol der
interactions. M. King will also provide the status
of other activities such as the pre-application
reviews that are currently underway later in the
briefing. Slide 10.

(Sli de)
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W' ve been nmeeting with the NEI Task G oup
in preparation for an early site permt application.
In addition to the three parts of the review-- site
safety, environnental and enmergency planning -- the
staff will need to begin public neetings and site
characteristic studies ninetotwelve nonths before an
appl i cati on. The staff wll need information
regardi ng i ndustry's plans early not only to conduct
the reviews, but also to plan and prioritize our work
and resource needs. Slide 11.

(Slide)

I n conjunctionw th our assessnments, we've
begun to | ook at what it will take to reactivate the
Constructi on Inspection Program  This effort wll
i ncl ude revi ewand revi si ons of applicabl e inspection
manual chapters and devel opnent of associated
i nspecti on gui dance as well as the rel ated training.
W will take into account the need for inspection and
pl ant conponents and nodul es at fabrication sites.
The Inspection Program will also be updated to
accommodat e the provisions of Part 52 including the
verification of |ITAAC. W've been working closely
with the Regions on this activity, and it will be
covered in the Future Licensing and Inspection

Readi ness Assessment.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

15

Si nce t he May paper, addi ti onal
i nformation fromthe i ndustry has hi ghlightedthe need
for additional resources sooner rather than later to
revise the Construction Inspection Program |In the
May 25th letter, Exelon stated that it intends to
provide the staff with a Conbi ned Li cense Application
| ate in 2002 or early 2003 for the Pebbl e Bed Mdul e
Reactor. This newinformationrequires us to expedite
updating the inspection manual chapters and the
detailed inspection procedures. This, again,
hi ghl i ghts the i nportance of coordinating the efforts
of the industry and the industry's plans with our
resource projections.

On May 3rd, representatives from Energy
Nort hwest briefed the staff on a viability study that
it had conmi ssioned to determne if the Washi ngton
Nucl ear Project No. 1 project conpletion is feasible
and cost-effective. The study is expected to be
conpleted in August of this year, but the |icensee
stated that a final decisionis not likely to be nade
for an additional three to 18 nonths.

The | i censee request ed t hat t he NRC ext end
the expiration of the construction permt from June
1st of this year wuntil June 1st of 2011. That

extension request is currently under review by the
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staff.

The staff issued a notice in the Federal
Regi ster recently seeking public coment on the need
for and scope of I TAAC, Inspection Test Anal yses and
Acceptance Criteria, for programmatic  areas.
Addi tional actions will be taken follow ngthe receipt
and eval uation of those comments. Slide 12.

(Slide)

Wth respect to t he regul atory
infrastructure, the staff is currently involved in a
nunber of ongoi ng activities. These i ncl ude an update
toPart 52to incorporate the | essons | earned fromthe
previ ous design certificationrul emakings. Wilethis
update will inprove the rule, the current Part 52 is
adequate to proceed wth review activities.
Addi tional rulemakings involve anending Part 51,
Tables S-3 and S-4, to address the higher enrichnent
and burnup, and to i ncorporate changes i nt he expected
environnment al i nmpacts fromnucl ear fuel cycle. Also,
a rulemaking on alternative site reviews to clarify
our expectations on what should be considered when
perform ng these revi ews gi ven t he changes due to the
electric deregulation is also being considered.
Devel oprment of these rul emaki ng plans i s in progress.

Slide 13.
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(Slide)

|'"d like to nmention one final area that
t he staff has devoted resources to, and that has been
the area of public interaction. W have established
a Wb Page for future licensing activities, and we are
havi ng our first public workshop next week, July 25t h,
begi nning at 9:00 in the norning, and there will also
be an evening session, and then again on July 26th
from9:00 to 1:00. This workshop will cover a w de
range of topics for newlicensing activities. W wll
al so have addi ti onal workshops. as needed, to focus on
specific topics. W have been providing time for the
public to conment during neetings with the industry
that we've had to date and, simlarly, we have been
aggressively working on conmmunication wth our
i nternal stakehol ders through internal neetings and
wor kshops.

(Slide)

Slide 14 shows sone of the mjjor
chal l enges. Cearly, hiring and maintainingcritical
skills will be an obvious challenge to the staff, not
uni que to this area, but very inportant, nonethel ess.
From the industry, as we've stated earlier, we need
early and accur at e schedul er i nformati on, highquality

submttals and tinely responses to requests for
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information. Qur budget and resource planning can
only be as good as our understanding of the
applicant's planned activities and submttals.

We're aware of the House and Senate
actions to appropriate an additional $10 mllion in
support of newreactor licensing activities. W'rein
the process of evaluating how to best internally
al | ocate the suppl enental fundingfor fiscal year ' 02.
The fiscal year '03 resource estinmates for future
licensing activities were included in the budget
submtted to the Comm ssion earlier this sumer.

Finally, while we have sonme historical
docunents to build upon -- for exanple, a 1996 report
on the Construction Inspection Program -- we have
| essons | earned from other successful processes to
build on, such as license renewal, and are currently
maki ng enhancenents to sone of our processes, such as
the rulemaking activities to anmend Part 52.
Enhancenents to the processes wll be iterative in
that many of the processes within this Part 52 area
have never been exercised before. W have had design
certification rules, but we have not done an early
site permit nor done a conbined |icense revi ew under
t he new Part 52.

To address these chal |l enges, the staff is
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working with the Ofice of Human Resources and all
other Program O fices to identify and hire resources
to neet our critical skill needs. We will continue to
interact with stakeholders to ensure that the staff
has a clear understanding of upcom ng application
pl ans to establish the best resource estinates.

As stated earlier, thestaff will continue
to devel op enhancenents to the processes. W wll
i nformthe Comm ssion of the results of its readiness
assessnent and those recommendations when the
assessnent is conpleted this fall. At that tinme, we
will recomrend appropriate activities, including
refined schedules and resource estimtes that are

necessary to address the recomendations in that

report.
Tom King will now continue the briefing.
MR KING Thanks, Bill. As Bill
mentioned, | want to focus on the technica

considerations that affect the ratings assessnent,
i ncl udi ng key assunpti ons and potential policy issues
that may enmerge. A key part of the ratings assessnent
is to understand the technol ogy, the designs, the
safety issues, and the future plans of potential
applicants.

(Sli de)
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In this regard, there are activities
underway, as shown on Slide 15, that are providing
useful input to the assessnent. As well, these
activities are also going to help facilitate the
reviewif an actual applicationis received, by trying
to identify and address up front sone of the nmjor
i ssues that need to be resol ved.

Qui ckly, the activities underway today are
there's an AP-1000 pre-application review underway.
We expect it to be conplete in early cal endar year
2002. The goal was to identify what are the issues
associated with scaling up fromAP-600 to AP-1000, and
what are the paths to resolution of those issues.
There's a possible -- we understand it's possible
Westinghouse my decide to submit a design
certification application for AP-1000 sonetinme in
2002. Likewi se, there's a pre-application activity
underway on t he Pebbl e Bed Modul ar Reactor. W expect
t hose to be conplete in Cctober of next year. Again,
| i ke AP-1000, they are directed toward i dentifyingthe
i ssues and potential paths to the resolution.

As Bill nmentioned, it's possible that an
application for a conbined license for the first
Pebbl e Bed Modul e may be submtted | ate cal endar year

2002 or early 2003. Likew se, we have had prelimnary
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di scussi ons on t he general atom cs desi gn Gas Tur bi ne-
Modul ar Hel i umReact or and t he West i nghouse | i ght wat er
reactor design IRIS. | forget what it stands for.

COW SSI ONER MERRI FI ELD: I nternati onal
Reactor |sol ated and Secure.

MR. KING Again, it's possible that we
may get a request on both of those designstoinitiate
pre-application work in 2002. W' ve al so been t aki ng
advantage of our international partners who have
experience -- in sone cases, nore experience than we
do -- in sone of these areas.

As you recall, Ashok and | went to South
Africa earlier this year to understand on the Pebbl e
Bed Mbdul ar Reactor, the status of their technol ogy
and devel opnent. We've had discussions with the
Regulator in the United Kingdom regarding their
experi ence with their Advanced Gas Reactors, which are
H gh- Tenperature G aphite Mbderated Reactors. W're
planning atrip to Gernmany to get their experience on
HTGRs, and we're initiating contacts with Japan and
China to learn fromtheir experience also in the HTGR
area. Slide 16.

(Slide)

COWM SSI ONER MERRI FI ELD:  If | m ght -- |

corrected you and | may have corrected you wong. For
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therecord, it's International Reactor |Innovative and
Secur e.

MR KI NG Thank you. On Slide 16, |
wanted to point out that fromthe interacti ons we've
had to date, it's clear that many chal | enges await us
in the technical area, which need to be considered in
t he readi ness assessnent. Basically, what we're doi ng
in the readiness assessnent is |ooking at three
factors. One, we're factoringin our understandi ng of
the technology which is necessary to identify the
skills and infrastructure needs. W're including in
t he readi ness assessnent a portion that deals wth
addi ng resources and infrastructure to be able to
i ndependently confirmthe safety of the designs. W
think that's i nportant because that's rel ated to being
able to help us ask the right questions to give us
information on which to judge the applicant's
response, and to decide and set the appropriate
acceptance criteria, and all of that is related to
devel opi ng and mai ntai ni ng the necessary skills -- in
ot her words, what skills do we need to devel op, and
what's the best way to obtain them And |I'mgoing to
di scuss each of these in the next three slides.

(Slide)

Slide 17, on technology, it's clear that
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i n many cases the technology is going to be different
that currently operating plants. |In sone cases, they
wi |l be non-lightwater reactor designs, therewll be
newmat eri al s, newphenonena t o address, newoperating
regi nes.

It's also clear that the safety, in nmany
cases, may be acconplished in nontraditional ways.
There's going to be greater enphasis on prevention
versus mitigation of accidents. There are goingto be
| onger response tines, less reliance on operation
action, inherent safety characteristics built intothe
design. All the future designs are being advertised
as havi ng one or nore of these characteristics, and we
need to understand the basis for those and be able to
make judgnents on whether we agree or disagree with
what's being proposed. And we think these are
certainly going to |l ead to sone policy and techni cal
i ssues which I'Il get to later.

I n sone cases, the newtechnol ogy nmay al so
be applicable to current plants -- advanced fuels,
advance i nstrument ati on and control systemns, advanced
nondestructive exam nation systens, for exanple.

(Slide)

Slide 18, the independent capability

portion. As | nentioned, clains are being nade for
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i mproved safety in these new designs, and we need to
be abl e to assess those clainms. Historically, many of
our regulatory decisions have been supported by
i ndependent confirmatory analysis and data. AP-600
review was a recent exanple where as a result of the
staff's work it uncovered a potential design issuein
AP- 600 that subsequently was fi xed.

We believe future plant licensing also
woul d have the benefit of such capability and
i ndependent revi ew. And we recogni ze t hat devel opnent
of this independent capability takes tinme and
resour ces. You need to understand the issues and
phenonena, you need to be abl e to nodel those, devel op
and assess anal ytical tools, and perhaps provi de sone
experinmental confirmation or exploration in certain
areas, and we think this aspect needs to be part of
t he readi ness assessnent. Slide 19.

(Slide)

G ven the technol ogy and gi ven t he desire
t o have sone i ndependent capability that | eads t o what
are the skills that we need, we think certainly new
skills are going to be required. Exanpl es are graphite
t echnol ogy, HTGR fuel technology, there will be new
materials -- different coolants, for exanple -- and

t he readi ness assessnent nust address getting those
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skills, both how many and what types, as well as
what's the best way to obtain -- is it hiring, is it
using contractors, is it using training, using sone
ot her method? Slide 20.

(Slide)

There are certain key assunptions that are
going into the readi ness assessnent, and | wanted to
just highlight sone of the maj or ones. Industry pl ans
and schedul es. The May 1st nmenorandum t hat we sent
t he Commi ssion that gave a prelimnary estimate of our
needs was based upon i ndustry plans and schedul es, as
best we knewthemat that tine, but these are a noving
t arget .

Slide 24 contains a summary of the
schedul es that we assuned in the May 1st menorandum
and shows wher e sone changes have occurred at the tine
we put these Vu-graphs together. |'minforned now
that even Slide 24 is out-of-date. Just in the past
week it has changed, so | just want to enphasi ze t hat
is a nmoving target.

I n doi ng t he r eadi ness assessnent, we wi | |
certainly take the best information available at the
time in the report that comes out this fall

H gh qual ity applications. W' re assum ng

in putting together the rating assessnent resource
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needs that if we receive high quality applications
supported by sufficient R&D, and that we're not
pl anni ng i n the schedul es any hol d-ups due to | ack of
i nformati on. W think the pre-application reviews
will certainly help in that regard because they wll
provi de our expectations and our needs in that area.

As | mentioned, NRC independent review
capability is going to be part of the readiness
assessnent. It will include resources for that,
although we're still, as part of preparing the
readi ness assessnent, | ooking at the scope and nature
of exactly what those resources will be, but that will
be part of the readi ness assessnent.

And, finally, the case-by-case application
of 10 CFR. In the past when we've reviewed reactors
t hat were di fferent than current generationlightwater
reactors, we've taken the existing body of
regul ati ons, we've gone through and we' ve det erm ned
whi ch ones are applicable, which ones aren't, and
where there may be gaps, and howto fill those gaps,
recogni zing that many of the regulations today are
LWR- or i ent ed. In the near-term in the readiness
assessnent, we're probably going to be doi ng t hat sane
process, that same procedure, so that will be built

into what the resource needs are and the schedul es,
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but this is going to lead to a |l arger issue which is
should we do sonething different in the future, and
"1l get to that as we get to another slide.

(Slide)

Potential areas for policy issues -- |
call this "potential" because we're still in the pre-
application phase, we're still learning, we're still
trying to fornul ate these i ssues, so | just wanted to
hi ghlight a few of the nore major things that wll
probably end up being brought to the Conm ssion as
policy issues, just to give you an idea of the scope
and nature of the things that are out there.

Bill had covered the | egal and financi al
i ssues that have cone out of the reviewso far, and |
wanted to focus on the technical and what | call
"institutional" issues.

Under technical, as | nentioned before,
achi evenent of safety is done in nontraditional ways
-- for exanple, |longer response tines, greater
reliance on prevention versus mtigation. That's
going to lead certainly to features in future plants
that are not in current plants, and perhaps a | ack of
features in future plants that are not in current
pl ants, and we expect issues |like do we need to have

hi gh- pressure, |eak-tight containnment buildings on
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future reactors that's going to be a policy issue that
will conme to the Conm ssion. The size of the
enmergency planning zone is another potential issue
t hat woul d probably be brought to the Comm ssion. The
whol e question of in the case of the HTGR where fuel
gquality is such an integral part of the safety case,
how shoul d we go about factoring that into a license,
whether it's a conbined license or a design
certification |icense? Should it be an integral part
of the design certification, for exanple.

Anot her technical issue, risk-inforned,
per f or mance- based approach and criteria. By that, |
mean -- |1'Il use the PBVR as an exanple -- what they
are proposing is using risk criteria and using sone
determ ni stic acceptance criteria, comng up with a
process by whi ch you' d sel ect design basis accidents,
identify the safety classification of systens that
woul d apply to the PBMR. W believe this process and
the criteria that are used have a policy nature to
them and we'll probably be bringing those to the
Conmi ssi on for consideration.

Institutional issues, as | nentioned,
we' re doi ng case-by-case application of the current
regul ati ons today. Should we be considering a

different way to license future plants? NEI is
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preparing a white paper on this subject, you'll
probably hear about it when the next panel gets up
her e. But what we're doing in the readiness
assessnent is we're considering this as an inportant
issue. We're going to discuss it to sonme extent in
t he readi ness assessnent, but we're al so considering
bringing forward a separate paper on this topic with
some options, and get Commi ssi on f eedback and gui dance
on whet her we want to proceed devel opi ng such a cl ean
sheet of paper approach for future plants, technol ogy
neutral perhaps.

And i nfrastructure needs. As | nentioned,
we're going to plan in the readi ness assessnent to go
forward and put in resources to develop this
i ndependent capability. W'll keep the Conm ssion
i nformed of any issues that come out of that as well
as the scope and nature of what we have in mnd.
That's just an exanpl e of sonme of the things that are
com ng down the road.

(Slide)

Slide 22 and 23 are -- what we tried to do
t here was put down the m | estones that are going to be
comng to the Conmi ssion over the next 12 to 15
nont hs, and these will either be information itens or

items of a policy nature. |'mnot going to go through
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all of these, but | just want to point out, for
exanple, Bill's presentation nentioned |egal and
financial issues. We're planning a paper to the

Conmm ssi on i n Novenber on the policy aspects of those
i ssues. This Pebble Bed |icensing approach that |
just nentioned, we're also planning a paper to the
Conmi ssi on in Novenber on that.

(Slide)

On Slide 23, on the Pebbl e Bed techni cal
i ssues itself, a paper in April of next year and
Sept enber of next year, one on technical issues and
one on policy issues. So there are a nunber of things
that are going to cross your desk over the next 12 to
15 nmonths that we just wanted to try and point out
here.

Wth that, | think Bill Travers wanted to
make sone cl osing remarks.

DR. TRAVERS: Just one quick one. One
el enent of our programthat we think is going to be
particularly valuable is the fact that we' ve
negotiated wth the Departnment of Energy a
rei mbur sabl e resear ch agreenent t o address a nunber of
generic technical issues related to gas technol ogy,
and may Bill Magwood will address sonme of that with

you this afternoon
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Ashok, did you want to make a quick
comrent ?

DR. THADANI : | just also wanted to
acknow edge Rich Barrett's contribution. He brought
a great deal of intellectual thinking to these early
i ssues, and al so the exceptional interaction that's
t aken pl ace between the of fices, | want to acknow edge
t hat i mmense contri bution.

DR. TRAVERS: And that conpletes our
presentation, M. Chairman.

CHAI RMAN MESERVE: |'d | i ke to thank you.
Obviously, this briefing, given the w de range of
activities, could only give us a sanpling of what
m ght be headed in our direction. It's a little
intimdating, | think, but inany event it's exciting,
and thank you for very much for the presentation.

Commi ssi oner Merrifield, it'syour turnto
go first.

COWM SSI ONER MERRI FI ELD:  Thank you, M.
Chairman, | appreciate that. The first question |
have for Dr. Travers and his staff, the overvi ewthat
was talked about referenced the February Staff
Requi rement s Menorandum of course, whi ch cane out of
the comment | wote |ast Cctober. The initial

response to that was in May, which is relatively high
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| evel and gave the Conm ssion sone overview of what
future plant orders or restarts wouldrequirerelative
toresources and staffing. You further indicatedthat
in Septenber we're going to get a further nore
detail ed update as to the nmeaning of that.

| guess |I'm interested in you were
articulating alittle bit nore carefully whet her that
woul d provide sufficient analysis from a budgetary
st andpoi nt and a staffing standpoi nt the Conm ssionto
see the various elenents and initiatives industry
m ght have underway and what t hat woul d require of us.

And as part of that, | also ampersonally
cautious about a lot of this given the fact that even
t he assunpti ons that you have on page 24, which have
been updat ed fromMay, have further changed t hi s week.
And | think all this plays into the recollection that
there is quite a bit of tealeaf reading that goes
along with this, and ny own concern that we not get
t oo far ahead of ourselvesinoverconmttingresources
that ultimately nmust fall back on our I|icensees.

But ny direct question is, what is that
Sept enber meno going to look like and will it provide
us the details necessary to nake nore of a project-by-
proj ect anal ysis?

MR BORCHARDT: Well, it's our intent to
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give you a lot nore detail than you' ve seen before
and, frankly, alot nore detail than we have devel oped
to date. W don't have a | ot of answers to give you
today, but it will devel op what we think are the nost
| i kely scenarios and devel op schedul es for each of
t hose scenarios, alongw th resource | oadi ngs for each
of those. And we will react to the best know edge
t hat we have at the ti me when we have to put the final
touches on that docunent. So we're going to be
| ooki ng at what critical staffing shortages we have in
expertise areas, then | ook at what we think are the
nost |ikely scenarios, and then how we woul d go about
acconplishing those wth resource |oadings and
schedul es associated with each.

COW SSI ONER MERRI FI ELD: Great. On Slide
11, it tal ks about the reactivation of WAP-1. [''m
j ust wondering if you coul d share sone of the insights
you have about what voids we may have to fill in our
Construction | nspection Program

MR. BORCHARDT: Well, for WNP-1, being as
that's a Part 50 construction permt, we don't have
some of the issues | was referring to earlier about
verifying |ITAAC, but neither have we done an
i nspection program or picked up a project in this

stage before. So, frankly, we're going to be
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devel opi ng sone new gui dance to the I nspection staff,

trying to rebaseline the I nspecti on Program see what
we can take credit for from what was done severa

years ago, and then take up a construction program
that can | ead forward to eventual decisions regarding
an operating license. | think it's just the novelty
of the issue that has us a little bit on edge right
now.

COW SSI ONER MERRI FI ELD: On Sli de 23, you
indicate you intend to nmake a recommendation on
programmati c | TAACs i n March of '02. |'mwonderingif
you could give an wupdate in ternms of ongoing
activities and what could turn out to be, and what is,
| think, a very inportant area going forward.

MR.  BORCHARDT: Wiere we are in
programmatic | TAAC now i s we have a Federal Register
Noti ce out to request conmmrents and begi n t he exchange
of views onthat. W will then, as a result of that,
prepare a Conmi ssion paper for our final policy
decision on how we will deal with the subject of
programmatic | TAAC. That's in the spring.

COW SSI ONER MERRI FI ELD: That's a key
i ssue and one obviously that's going to take a | ot of
careful effort on the part of the staff. This oneis

directed toward, | think, probably Steve Burns. In
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t he next panel, M. Grecheck -- | hope |' mpronounci ng
that correctly -- indicates in his testinony that
Dom nion has i dentifiednolegal or procedural barrier
or inpedinment to proceeding in a fashion which woul d
accomodat e the design certificationearly site permt
and/ or conbi ned operating|icense processes proceedi ng
in parallel, and I'"m wondering if | could get your
t houghts on that particul ar issue.

MR. BURNS: Yes. | think to answer the
guestion, you really have to | ook at Part 52, and I'd
start with the regulation on the conbined |icense,
52.79, and what 52.79 does is it gives you an opti on.
It says when you submt the application, that the
application nmust either contain -- for exanple, let's
just take the Early Site Permt -- either give you a
reference to the Early Site Permt that you're
referencing, or provide the information within the
application that you woul d ot herw se have.

Simlarly, for design certification, you
can either reference the FSAR of a final design,
standar di zed design certification, or you can provide
all the information that woul d ot herwi se be provi ded
as part of the design cert.

VWhat | don't think that regulation

contenplates if that you have a hole that you then
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| ater fill because | woul d have sone question to think
about is whether, in effect, you actually have a
docketable application for a conbined operating
i cense, if what you have is nothing but a hole and a
prom se to provide a future Early Site Permt or a
future design certification.

| think in terms of the contenplation --
again, the rul e does not preclude goinginparallel in
t he sense that one can pursue various aspects of the
trio of types of permits or |icenses provided under
Part 52. But when you cone to the conbi ned operating
license, | think what it contenplates is the one of
the two alternatives.

| guess | would add the one thing | think
you' d have to ask yourself is -- and, again, going
back to what was the purpose, what is the purpose of
the Early Site Permt, or what is the purpose of the
design certification? It is, in part, to provide
i ssue resolution. Now, the design certification
obviously mght be used at a particular site in
Virginia, it mght be used for one in Miine, or
California, wherever, and then it's adapted to a
particular site. But, again, it's neant to provide
i ssue resolution, and if you don't have in the COL an

Early Site Permt or design cert, you don't have the
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i ssue resolution as to those matters. They are
resolved, in a sense, in the context of the conbined
operating license, since that is a process that under
Part 50 or under Part 52 you can proceed to.

So, the questionis -- and | haven't had
any interaction on this -- I'd be interested to know
what is thought to be the advantage of doing that
because, again -- | conme back to the i ssue resol ution
-- you don't have it on those pi eces when you' re goi ng
with the conbi ned operating |icense.

COW SSI ONER MERRI FI ELD:  Thank you very
much, M. Chairman.

CHAI RVAN MESERVE: |"ve noticed that
several of the slides make reference to the human
capital issue, needto have skills and devel op skills,
| think that's obviously appropriate. | think it
appears in five or six of the slides that you' ve given
us today. And I think we all recogni ze that's a huge
chal l enge, but it's onethat isn't uniquetothis area
in that we have, to a | esser degree, have that sane
probl emacross t he Agency in terns of nmaki ng sure t hat
we have the capacity as the years go on to keep the
conpetent, capable staff that we have today. And as
you know, there's a mmjor effort that we' ve had

underway with the HR group to be able to deal wth
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that issue. And I'mcurious of the extent to which
there's been sone cross-fertilization between your
activities and the Agency-w de activities, and you
have nade sonme skills that you need here that exist,
but i n unusual places in the Agency that you may not
know about, and there may be sone skills that you need
t o devel op t hat we coul d use el sewhere, and t hat gi ves
us sone flexibility to deal the point that
Conmmi ssioner Merrifieldappropriately nmentioned, that
there is sone uncertainty inthis area. So, I'd like
to have your thoughts on that.

MR. BORCHARDT: Well, we are working with
HRon the -- in coordination w th the Agency's overall
staffing issues. And one of our first activities
within the future licensing area is to send out a
survey to the staff to identify where those -- what
the needs are and where some of that expertise
resi des, even t hough they may not currently be filling
a position that would use the expertise that we'l]l
need for future licensing activities.

CHAl RMVAN MESERVE: This is an integrated
activity --

DR. TRAVERS: Yes. The only thing |I'd add
to that, as Bill mentioned earlier in his

presentation, there's also |ooking forward, we can
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| ook to see where we m ght contract some of this and
perhaps in environnmental review nuch the sane as we
are doing in license renewal. There are specific
needs in gas technology reactors and some in the
construction real mwhere we haven't been too active of
| ate, and so we're looking to see if we can bal ance
i ncorporating the need for staff resources versus the
contracted route.

DR. THADANI: If | may add, it is indeed
i ntegrated with the HR approach, but we al so happento
have sonme know edge of sonme capability within the
Agency, for example, in gas technol ogy and so on, and
we' ve been sonmewhat successful ingettingthat kind of
capability into our organization, at least on a
tenporary basis, to help us through what we're doi ng
now, but it is indeed integrated approach.

CHAI RMVAN MESERVE: It seens to nme that if
we are confronted with a gas reactor, that we're goi ng
to have particul ar challenges in avariety of areas so
different from what we're doing, and I'm -- it
occurred to ne as | was reading through the slides
that there m ght be sonet hi ng nore aggressi ve that we
ought to doin an international area, in that we have
a situation where the British have operating gas

reactors. The Germans have experience at |east with
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the fuels. The Chinese are interested in the Pebble
Bed, working in a Pebble Bed --

DR.  THADANI : They have an operating
reactor, actually.

CHAI RMVAN MESERVE: The Sout h Af ri cans have
this interest. Russians, obviously, wth General
Atomi cs, are engaged. |'ve read sonething that the
French are interested in gas reactors. W are al
confronting a whol e series of i ssues, and it does seem
tonme thereis alot of information that we woul d al
need in comon, and | wonder whether there's any
t hought been given that this is going to go forward
whether there's sone sort of nore concerted
i nternational program that would reduce costs,
| everage facilities in various countries, and get the
information in a nore tinely fashion.

DR.  THADAN : There are a nunber of
ongoing activities. At Nuclear Energy Agency, they
are planning to have a wor kshop on hi gh-tenperature,
gas-cool ed reactors early next year. A nunber of
countries would be invited. | would certainly hope
that many of the nmenber countries in | AEA woul d al so
participate in that workshop. We're exploring
ourselves the idea of going and talking to certain

i ndi vi dual s that we know have ext ensi ve background in

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

41

graphi te gas technol ogy. W' re consi deri ng a nunber of
options. One woul d be sone sort of technical support
to us in sone capacity. W're even |ooking at sone
opti ons where sone i ndi vidual s nay be able to conme and
join us for periods of six nonths or so, particularly
if they have had extensive experience in this
technol ogy. And, M. Chairman, ny personal viewis we
alnost have to do that because that's where a
significant anount of capability is. So, we're
| ooking at a lot of ways to help us nove in a fairly
ef fective manner.

CHAl RVAN MESERVE:  You described -- |I'm
sure you' re doing sensible things, but it seems sort
of ad hoc, and if many of these countries are goingto
be confronting these types of reactors, nmaybe an
i ntegrated international program m ght be useful to
consider, at least. This is not to suggest to design
it right at this nmonment, but it occurred to nme as |
was readi ng the materials and sawthat the French are
also interested in gas reactors.

One of the issues that is apparent when |
| ook t hrough sone of the presentations we're goingto
get in the second panel is that sonme of the
individuals we're going to talk to are going to

suggest tinme limts or tinme frames wthin which
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deci sions are going to be expected. | saw wth the
Pebbl e Bed t hat t here was an expectati on of a conbi ned
operating licensewithin 28 nonths, with an SERwi thin
12 -- the AP-1000, if that goes forward, it would be
with less than three years to conplete that.

Has t here been consultationw th the staff
on these schedul es, and where are we i n your thinking
about those matters?

MR. BORCHARDT: Well, that's one of the
areas that the readi ness assessnment i s working on. W
have had numer ous neetings with a nunber of potenti al
applicants over the |ast several nonths, that's how
we've gotten sonme of the information that we're
al ready aware of.

Frankly, we don't have enough i nf ormati on
on our own review schedule to tell whether or not we
can nmeet any of those. | nean, that's part of why
we're doing this readi ness assessnent. So, it's
really premature for me to nake nuch of a statenent
regarding our capability to neet any particular
m | est one.

CHAI RVAN MESERVE: Wel |, obviously, et ne
just say, |'msure for all the Comm ssion the job wll
have to be done right rather than done fast, and so

the staff has to bear that in m nd. Conmi ssi oner
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Di cus.

COW SSI ONER DI CUS:  Thank you. Just as
an aside before | get into some questions, sonetines
|'"'m anused or taken back maybe by sone of our
acronyns, and "ESP' conmes to mnd -- Early Site
Permits. | hope that our stakeholders, public and
i ndustrial and otherw se, don't think that nmaybe what
we' re doing here is extrasensory perception, but it
may be given the uncertainties with our schedul es.

CHAI RVAN MESERVE: |t m ght cone i n handy.

COWM SSI ONER DI CUS:  Thi s question woul d
go both to NRR as well as to Research, and it really
has to do with what | think all of us so far have
brought up, and | would inmgine that Conm ssioner
McGaffigan will lay in on this as well, and it's how
we handl e our resources with the uncertainties that we
do have with schedul es, with what we may have com ng
down the pike, and you' ve addressed this in your
presentation as well, but the question that | have is
to what extent do you feel that you've built in the
flexibility to resource up or to resource down,
dependi ng upon what we get? Do you feel that you're
prepared to do that, or are we still will have to work
t hat out?

DR. TRAVERS: ["11 just make a genera
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comment. | think we've been, and are continuing to
be, prudent in approach, recogni zing that if things do
take off we'll need to up source. At the sane tineg,
if you look at what we've done in both NRR and
Resear ch, which are sort of the principal officeswth
responsibilities in this area, we've in NRR started
out with a tenporary organization with tenporary
peopl e, and have begun to nobve into a pernmanent or
sem - per manent organi zation that's just been
est abl i shed. They contai n about 12 peopl e right now
The expectation is that we m ght need to be ready to
i ncrease that if things develop inthe way -- a |l ot of
what we're doing in thinking about contracting and
working with HR is intended to put us in a good
posi tion should that coneintoplay alittle bit nore,
but it is a very bal ancing act that we're in the m dst
of doing, you know, recognizing that we have to
recover in the main all of our fees fromlicensees
and, at the same time, carry out a nunber of very
i mportant initiatives that the Conmssionis vitally
interested in, including licensure on power, you name
it.

So, | think we've got a fl exi bl e approach,
but it's likely to be challenging no matter what

happens, | suspect.
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COW SSI ONER DI CUS:  Ckay. To foll ow up

on that just alittle bit before you have a chance to
answer, in a previous briefing when we were di scussing
human capital at some point, we brought up the fact
that we may think we have Project A com ng down the
pi ke, but we've got to have particular skills to deal
with that. | think you' ve identified what skills --
| think, in your Slide 4 you talk about critical
skills needed, and we hire those skills, or we
contract for them and then Project A doesn't happen.
So, it's just a caution on how that -- but you
probably want to respond, | think you should maybe
want to respond.

MR. BORCHARDT: Just to suppl enent what
Dr. Travers said specificto NRR | wanted to clarify
that the Future Licensing O ganization that's being
permanent|y established now, is a project nmanagenent
organi zation. The vast majority of resources within
NRR that will be dedicated -- or allocated, | should
say -- to future reactor licensing activities will be
matri xed to the technical staff within NRR

So, shoul d a new application not cone in,
t hose resources could be utilized for core work, and
so it's only the project managenent function that's

specific to future reactors.
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DR. THADAN : Conmi ssioner, first of all,

i ndeed, the Septenber paper is -- | hope, would
provi de addi tional informationin this area, but | do
want to note that the idea behind pre-application
reviews is totry and get sufficient understandi ng of

t he technol ogy and to | ay out what needs to be done,

what information needs to be collected, and we would
have clearly a much better idea of cost and so on, |

t hi nk, at that point.

Now, in terms of -- there are sone
addi ti onal benefits. Some of the technol ogy i ssues in
new designs would likely be applied in existing
designs, particularly areas such as highly advanced
digital technology control room designs and so on.
So, it seens to ne we woul d have to al so bring that in
as a neasure for prioritizing where we ought to
continue to work and perhaps where we ought to back
off, those will be factors that we will buildinin a
pl anni ng consi derati on.

COW SSI ONER DI CUS: Ckay. On the
critical skills needs for both NRR and Research, you
menti oned what sone of yours are. Have either one of
you, or are you at the point where you can, given the
fact we may not know for sure what wal ks in the door,

prioritize what the nost inportant skills are?
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MR. BORCHARDT: | don't think we can, at

this point, give you a firmlist.

DR. THADANI : For us, for new
technologies, we're going to have to pay extra
attention -- Tom touched on graphite issues, gas,
general gas technology issues -- but | want to
enphasi ze in particul ar the high tenperature materi al
| ssues. | think those are -- | believe those are
going to be very challenging issues for us.

And the other area where we are going to
be paying nore is going to be in the area of chem stry
i ssues, which I think we are going to have to better
understand as wel | .

COW SSI ONER DI CUS:  Okay. Thank you, M.

Chai r man.

CHAI RVAN MESERVE: Comm ssi oner
McGaf fi gan.

COWM SSI ONER McGAFFI GAN:  To fol | ow up on
a couple of questions that the Chairman asked, |I'm

recalling a hearing that he testified at where Senat or
Bi ngaman asked hi ma questi on about the anpunt of tine
it would take us to deal with an application. And the
Chairman, | think very correctly, distinguished
between an existing certified design at an existing

site conpared to a newtechnol ogy. But |I'mjust going
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to test you guys.

If we were to get an Early Site Permt in
t hree nonths, what woul d you reconmend to us be the
amount of tine to be allocated for youto conplete the
process, the staff process -- not the hearing process
that mght be associated with it, but the staff
process -- what woul d be a reasonabl e period of tine
if it's an existing site?

DR. TRAVERS: | was just going to ask you
t hat questi on.

COW SSI ONER McGAFFI GAN:  Ckay.

MR, BORCHARDT: I think our very rough
estimations are two to three years for an Early Site
Permit. Gven an existing site, it's clearly closer
to two than three.

COWM SSI ONER McGAFFI GAN: Wy that | ong?
What sort of issues might arise that didn't arise
during the siting of the reactors that are already
exi stent at that site?

MR. BORCHARDT: | don't know that there
woul d be newreactors -- | nean, newissues. | think
it's the passage of tinme, you know, issues of just how
the environnment may have changed in the vicinity of
that plant since the original licensing activity.

COW SSI ONER M GAFFI GAN: Envi r onnent al

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

49

i ssues that would have to be considered in an --
there's an Environnmental |npact Statenent that goes
with an Early Site Perm t?

MR. BORCHARDT: Right.

DR TRAVERS: And since NEPA is an
di scl osure rul e under |aw --

COW SSI ONER McGAFFI GAN: Right. Ckay.
So, basically thisis driven-- your two to three year
guesstinmate is driven by the NEPA process, that it
woul d take you a while to scope and do an EI'S, a draft
El'S, hold public neetings, deal with the conments to
afinal EIS, it's nore driven by the EI'S process than
by -- is there a safety evaluation in a case of an
Early Site Permt?

DR. THADANI : There are sone safety i ssues
t hat you have to consider and, again, they relate --
for exanple, seismc considerations. You have to
build in whatever you have |earned over the
i nterveni ng years, and does t hat have any si gnifi cance
or not. So, you have to consider those facts.

MR QA ITTER Back in'91, the staff -- at
that time, DOE was proposing the staff | ook at what it
would take to review a green site, and the staff
devel oped a task force. |In SECY 91-41, it outlines

the steps that would be followed --
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COW SSI ONER Mc GAFFI GAN: This is for a

green site.

MR G ITTER For a green site, but we
actual ly | ooked at a couple of different cases. One
was a green site, and one was a site that had al ready
been reviewed, vyou know, by the staff for a
construction permt, and al t hough t he nunbers may have
changed since then, the process that the staff would
have to go through in conducting an Early Site Perm t
is laid out in that SECY.

COW SSI ONER McGAFFI GAN: And what were
the nunbers just for disclosure, because | haven't
read the '91 SECY, to be honest with you.

MR. G ITTER For the maxi mum-- | believe
it was 16 FTE total -- here we go -- for the green
site, 24 FTE for the green site and | believe 16 for
the site that had al ready been revi ewed by the staff.

COWM SSI ONER  Mc GAFFI GAN: But how nuch
time was it going to take?

MR GITTER In the tineline we have in
here -- and, again, there may have been sone things
t hat have changed since -- you know, in the [ast ten
years, but we |ooked at two years from the date of
submittal of the Early Site Permt application to the

actual issuance of the Early Site Permt.
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COW SSI ONER M GAFFI GAN: For ei t her case,

or for the existing case?

MR G ITTER | need to go back and | ook.
| believe that was for the existing case.

COW SSI ONER McGAFFI GAN: Okay. Let ne
just ask the next question. Thisis interesting. |If
| cone into youwth an existing site, but I do-- I'm
taking M. Burns' counsel earlier to Conm ssioner
Merrifield into account -- | apply for the -- | cone
inwith an application without an Early Site Permt,
but with a certified design, howlongis that goingto
take ne -- because |' mnow goi ng to conbine -- | mean,
as | understand M. Burns, now part of ny application
is essentially all the material that woul d have been
inthe Early Site Permt, so | don't have the benefit
of this two-year process that woul d have certifiedthe
site, but I'manxious to get going and so | want --
"1l tell you what the third question is going to be,
the third questionis, if | have an Early Site Permt
and a design cert, howlong is it going to take ne?
| can then do arithnetic here.

DR. BARRETT: | can give you the
arithmetic, but the question of whether these things
can go on concurrently is a question for OGC. But our

estimate is that if you have a design certification
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and an Early Site Permt, what you're basically doing
is areviewof the qualification of the |icensee and
the conpatibility between the design certification and
the site, and the estimates that we've made is that
that woul d take about a year.

COWM SSI ONER McGAFFI GAN: That woul d t ake
a year. GCkay. So now we're down to the middle on
that | asked. If | comeinand | don't have the Early
Site Permit -- it's two years plus one year, it's
three years through that process --

DR. BARRETT: If you can do them
concurrently. It would be driven by the limting

case, which would be the two years for the Early Site

limt.

COWM SSI ONER McGAFFI GAN: But if | conein
without the Early Site Permt, how long will that
take? | have a certified design, one of the three
certified designs, but | don't have an Early Site

Permt because obvi ously nobody has one, but it's an
existing site.

DR. BARRETT: |f you can dothe Early Site
Permit and the conbined operating |icense reviews
concurrently and efficiently, thenit wouldbelinmted
by the amount of tine needed to do the Early Site

Permt, which would be the two years.
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COW SSI ONER McGAFFI GAN:  So t hat woul d - -

if the reason we're doing it concurrently is only
because we' re having to consi der both within the sane
context, it isn't -- you're saying you're driven --

the siting issues drive the process, if you have a

certified design, is what | interpret your answer to
say. | guess M. Burns may want to say sonethi ng.
MR, BURNS: | think your hypothetical,

one, it said in ternms of the review tines -- [|'1I
speak as a lawer -- I'mnot going to go there. W're
accused of that all the time on both -- let ne
suggest, in this scenario, the scenario you posit,
that it seens to ne what -- and the staff nay be able
to say review tinme for this, if you reference
certified design, other than the fact you' ve got to
| ook at sone of the site-specific things -- for
exanpl e, the rul e speaks specifically to the service
wat er intake and the ultimte heat sink -- and then
you have to deal with the integration portions of the
design. O herw se, your safety review-- you know, in
theory, the safety review for that design is done,
okay? So, it seens to ne when you' re focusi ng on t hat
aspect under this scenario where really the advant age
you' ve taken under the Part 52 process, the design

cert, that's where you conceivably save sone tine.
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Now, on the siting one, | think it's kind
of interesting. Wat your hypothetical was is you
don't have an Early Site Permt, but what you do have
is an existing site.

COW SSI ONER McGAFFI GAN:  And a certifi ed

MR. BURNS: Well, let's just deal withthe
site. Wat you do -- | think in that circunstance,
al t hough | think what the applicant has to provide you
is the information required for the site. You don't
have to -- you know, you can't ignore thereality that
you have a site there, you had one for which at sone
point in tinme findings have been nade by this Agency.

The regulations would require, for exanple, wth

respect to -- let's talk about a site maybe that was,
you know, licensed and had an EIS in the md-'70s.
That EISis not -- just because it's old doesn't nean

it's not any good, but it does need under our
regul ations to be supplenmented or it woul d have to be
a supplenent to the original EIS or a suppl enental
El S, and even CEQregul ati ons account for that kind of
tiering.

So, you may be | ooki ng at updati ng on the
environnmental side that aspect of the review You're

probably not going to -- ny guess woul d be you' re not
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going to save a lot of tinme on the environnental
revi ew because you have to go through that process.
But on the other side, the other aspect of the siting
thing, | think the interesting question is, what is
t he baseline? And from that baseline, what has
changed? And | think you have to | ook at what has
changed since, let's say, 1975, and now, and in terns
of the requirenent. Recall, we do have, for exanple
-- wWithout sort of opening this up broader -- we do
have sone plants at sone site that, for exanple, with
respect to design basis and a safe shutdown
eart hquakes, have different ground notion and
di fferent design earthquakes. It's those type of
things that |I think the staff would have to recogni ze

COW SSI ONER McGAFFI GAN: | woul d defer to
Conmi ssioner Merrifield, with the perm ssion of the
Chai r man.

COW SSI ONER  MERRI FI ELD: If | could
interrupt for a second, inits initial conplication,
your first exanple, and that is -- this is probably
nore appropriately directed to the licensees -- but
the intention -- with sone, the intention to cone in
for an Early Site Permt is going to require a

bounding analysis, so it's not focused on one
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certifieddesign, it would be take the three certified
desi gns we have and usi ng a boundi ng anal ysis to al | ow
any of those three designs to quality under your Early
Site Permit, the foll ow up question you m ght want to
ask is, does that have any inpact on that tinetable
you pin them down to.

COW SSI ONER Mt GAFFI GAN: This is an
interesting one. What | take fromthis, if | were
listening in the back and | was actually anxious to
build one of the existing certified designs, is |
woul d ri sk one hearing. | wouldn't go for the Early
Site Permt, | would cone in for the conbined|license,
build any permtting i ssues -- the siting issues wll
be treated as part of the conbined operating |icense
application, and then | only face one hearing, right?

MR. BURNS: Right. And, again, that's --

COWM SSI ONER McGAFFI GAN: But is | want to
just bank a site and | don't -- and |'mnot going to
actually be building anything until 2010, then |
probably would want to go --

MR.  BURNS: Wth the procedural site
permt, bank the site that way.

COWM SSI ONER McGAFFI GAN: | ' ve used up al |
of ny time. The second part of the question -- Corbin

McNei || answered for the Chairman how | ong would it
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take us to do a Pebble Bed, and | think he said --

CHAI RMVAN MESERVE: Not for ne, he said --
he said it for hinself.

COWM SSI ONER McGAFFI GAN:  He said it was
17 nonths, right? This is M. "Six-Mnth" MNeill
telling us that we can do this in 17 nonths.

CHAI RVAN MESERVE: You wouldn't have
sonmething called "McNeill Years" --

(Laughter.)

COW SSI ONER McGAFFI GAN: Wl |, yeah, if
any of these are |ike dog years. Is there any
concei vable way that we could possible, getting a
i cense application in late 2002 or early 2003 for
conbi ned operating license, for asitethat presumably
doesn't have an Early Site Permt because it's |ess
than two years fromnow, and presumably doesn't have
a certified design, is there any way on God's green
earth that we could deal with that in anything |ike 17
nont hs, and the answer is no, so what would be --

(Laughter.)

MR. BORCHARDT: Thank you for the answer.

COWM SSI ONER McGAFFI GAN:  What woul d be a
guesstimate as to how | ong that that could possibly
take? | nean, you nust have these discussions with

t hese people. | know you had two days of di scussions
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the | ast couple days with -- you know, how |l ong w |
it take in any sort of realistic scenario?

DR. BARRETT: Let nme say that that we've
had a | ot of discussions about the individual issues
t hat m ght drive those schedul es, but | don't believe
we' ve had any di scussi ons where we' ve actual |y tal ked
about the schedul es.

MR. KING We haven't conmitted to any
schedules. W' ve listened to their proposals. W've
t al ked about pros and cons of their sequenci ng t he way
t hey do things, but we've commtted to no schedul e.

DR. TRAVERS: An inportant consideration
that we've al so tal ked about are sone of the policy
i ssues that we made reference to here. | nean, when
you enter into this realm of talking about the
possibility of, you know, a nonpressure retaining
contai nnent, that's not a position the Conm ssion's
been approving. That's not to say you all wouldn't,
but it's a function --

COWM SSI ONER McGAFFI GAN:  But t he way t he
process will work, as | understand it, | doubt we're
goi ng to make t hat deci si on by Decenber 2002, and once
t hey have their license in and once there's a hearing
started -- but we'll meke the decisions through an

adj udi catory process, you know, and so you won't have
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any guidance fromus other than you'll have to make
your m nd up, take a position, the licensee will take
a position, the Board will take a position, we'll
reviewthe Board deci sion. So, the faster they get it
in, the fewer of these issues are likely to be
resolved -- I"mnot sure -- resolving it in away that
woul d stand up in a hearing, a l|lot of these policy
i ssues woul d take afinite periodof tine. If youtry
to generically resolve an issue before the hearing
starts, before the license application cones in, that
t akes sone tine.

MR BURNS: Well, it takes some tine, but
t he Comm ssi on has done that over the years, andit's
established -- it's adopted rules, it has gone t hrough
rul emaki ngs whil e operating |icense applications have
been under review, and applied the outcone of those
rul emaki ng proceedings to the review.

COW SSI ONER  Mc GAFFI GAN: So that's a
situation we could find ourselves inif we have early
application, would be the -- would the rulemaking try
to deal generically with what the rul es should be for
the reactor, |like whether it neets the contai nment or
not, while simultaneously the staff is review ng the
appl i cation?

MR. BURNS: Well, again, | think you' ve
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got -- design certificationis set up as a rul emaki ng
process, but | think you have -- it depends, again,
how you' re proceeding interns of arule -- if you're

proceeding in the design certification, that's the
sort of the question Conm ssioner Merrifield raised,
and | say it's sonewhat problenmatic because what |
think Part 52 asks for in the application for the COL
is the conplete design in the COL absent a reference
to a design certification. And where | think it
becones nore difficult -- and, renmenber, too, because
inadesigncertification process, you basically have
a broader, aw der potential stakehol der participation
inthe design certification than you doin a COL which
is nore classically site-specific standing.

Renenber, too -- Larry's been whi spering
tone to tell you, keep rem nding you -- two is that
with the design certificationwhenit's referencedin
the COL, you have -- you can't | ose sight of the fact
that integration of the design into that specific
site, intothe reactor built, has to be accounted for
and is an issue within the context of the COL.

COWM SSI ONER McGAFFI GAN: One question --
"1l just finishwiththat, |'ve used too muchtine --
but the -- |1 was talking to a forner Japanese

regul ator, and he was asking ne the question | said
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|"d just ask you, are we at all concerned -- you know,
he's well aware that when we did the existing
generation of reactors, we had, you know, pretty
robust research capability and we really did do
i ndependent saf ety anal yses, i ndependent tests vari ous
pl aces, but nostly in this country. W were not
relying on data fromoverseas. And he asked whet her
we were confortable with the notion that nmuch of the
data that we will get on the gas reactors, if one is
built in South Africa, will be comng from South
Africa, and howwe intend to -- you know, are we goi ng
to have a say in howthe tests are desi gned and are we
goi ng to have an independent ability to review them
and all that. So, have you done any thinking about
how t hat process will work, which is different from
what we did, you know, 30-40 years ago when we were
dealing with Iightwater reactors?

DR. TRAVERS: | think we've already relied
on that to an extent in the recently revi ewed advance
reactors and certified designs. W departed fromt hat
cl assi cal approach that was used early on, in fact, to
rely on data from Japan and other facilities around
the world. So, | think we'd have to look at it in
particular instances, but | think we've al ready set

the stage for the stability of reliance on sources of
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that sort of information from el sewhere.

COWM SSI ONER McGAFFI GAN:  How do you make
sure it's good?

DR. THADANI : Fundanental ly, we're not
doing, and we don't expect to do things nuch
different. Under AP-600, we did have our own tools.
We had cooperative agreenment with Japan. Cbviously,
for budgetary reasons, we thought it was the npst
effective way to go.

W had some of our staff spend sone tine
over there. We were involved fromthe beginning in
the definition of -- in terns of what the facility
coul d reasonably do, and specific tests that would
have to be done. W also had a contractor stationed
there for -- I'"mtrying to renenber -- a year or two,
bei ng part of the organization actively engaged.

By the way, we did that also at Panda in
Switzerland, for SBRWdesign work.

COW SSI ONER McGAFFI GAN: | won't extend
the thing. You think there's a protocol whereby you
can dothis and doit reliably and get the i nformation
you need, but it involves foll ow ng these nodel s t hat
you al ready have in place, and the short answer --

DR. THADANI: That's right.

COW SSI ONER McGAFFI GAN:  Ckay.
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CHAI RMAN MESERVE: 1'd like to thank the

staff. We do have a second panel. W' ve been going
about an hour and a quarter now. Let me suggest we
take a five-m nute break before we proceed with the
second panel .

(Wher eupon, a short recess was taken.)

CHAl RVAN MESERVE: We now have our second
panel which consists of Marvin Fertel, who is the
Seni or Vi ce President of the Nucl ear Energy I nstitute;
Jim Muntz, who is the Vice President of the Nucl ear
Project for Exelon; Eugene G echeck, Vice President
for Nucl ear Support Services for Dom ni on Energy; Dr.
Regis Matzie, Senior Vice President for Nuclear
Syst ens, West i nghouse; John Reddi ng, Manager,
Marketing and Public Affairs for General Electric
Nucl ear Energy; WIlliamD. Magwood, IV -- |'ve never
seenthe IV -- Director of Nucl ear Energy, Science and
Technol ogy, U. S. Departnent of Energy; and Dr. Edw n
Lyman, Scientific Director for the Nuclear Control
Institute. W very nmuch appreciate your joining us
this afternoon on a subject that is of enornous
i mportance to the Comm ssion, and we're very pl eased
that you' re here to share your views with us.

M. Fertel, would you like to proceed?

MR. FERTEL: Thank you, M. Chairman. The
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previ ous panel discussion was so rich, | was tenpted
to cede our tinme and just continue to sit back there
| i st eni ng.

(Laughter.)

Let me first concur wth Comr ssioner
Merrifield s statenent about the work that was done
over the last decade in both certifying the three
designs and al so putting in place Part 52 as a very
good foundati on. But | think from the industry
standpoint, too, we're very inpressed with the
initiative of both the Conm ssion, and particularly
t he staff now, on what they' ve done literally over the
|l ast six to nine nonths to get ready for new plant
applications, and | think they are to be conmended f or
t hat .

|'"d offer the observation, listening to
t he di scussion on the organization, that creating a
Future Licensing Organization | think is a wonderful
st ep. I think |ooking at how you achieve the
integration that the Chairman asked for on the
international front just within the Agency here is
sonet hi ng you should |l ook to do. | nean, we work in
matrix organizations ourselves, and they work
sonetinmes. So, the nore you have committed resources

to sonmething, the better the conmtnent of those
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resources to that sonmething are, and | would just
of fer that as an observati on.

The industry is fully commtted to noving
forward to build new plants here inthe United States
and, as you know, at our annual neeting two nonths
ago, we unveil ed Vision 2020, which said that we were
| ooki ng to add 50, 000 negawatts by the year 2020. A
coupl e of observations on that.

Those wi Il be standardi zed plants. They
alsow || probably be famlies of plants, whether they
are gas reactors or they are certified ALMRs. | think
t hat offers an opportunity for maybe nore expediti ous
| i censi ng. Certainly, we are looking at it as
offering an opportunity for nore expeditious
construction and depl oynment, and then efficient and
safe operation, and | think that's sonething to keep
in mnd as you go down the road. It won't be

custom zed 103 different reactors this tine.

The other thing that | know you were
struggling with at the last neeting -- and, believe
me, we're struggling with on our side -- is all the

uncertainty. Wat's com ng when, and how nmuch? And
| guess ny observation on that is it's going to stay
alittle bit dynam c for the next coupl e of years, but

it's not going to stay dynam c for the next ten years.
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In the next few years, it's going to
settle down to really understand what we're going
forward wi th and howfast, and there's sonme stuff |'I1
mention and you're going to hear frommy coll eagues
sone real things that are happeni ng over the next year
or two, but if we are going to build 50,000 negawatts,
or anything near it, it's going to start to happen
wi thin the next three years in sone sort of concerted
way wher e you can see t hi ngs happeni ng and coni ng down
the road, and attenpt to ranp-up for doing that. So,
|'d say we need to nove down t he road effectively, but
| think we'll get nore clarity within the next couple
years on a whol e bunch of these things.

" mnot using the slides now, but if he's
up there, if you could go to the third slide.

(Slide)

| think what this shows is just a
significant -- go to the next one.

(Slide)

Thi s shows the breadth of activity on the
i ndustry side, as we are looking at all the things
t hat are happeni ng, and when ny col | eagues tal k, they
are going to talk about specific applications, but
just a few points.

Wthin a year fromnow, you're going to
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see applications comng in for Early Site Permts.
So, a year fromnow, over that foll owi ng year, you're
going to see two to three, maybe four, applications
for Early Site Permits comng in. And | think
Conmmi ssi oner McGaffigan correctly pointed out that one
of the reasons you're doing that is you' re banking
sites because you're not sure when you're going to
actual ly deploy there. 1f | were sure | was going to
depl oy i mredi ately, | m ght not want to go t hrough two
hearings, but |I think right nowwe're expecting to see
three to four applications starting about a year from
now, over the next year.

And on the comment that Bill made about
NRC getting involved nine nonths to a year ahead of
time, within a nonth we're going to engage the staff
on gui dance for the submttal of an ESP applicati on,
and we would really appreciate the staff's input in
what they thing they need early on, and in the
application, sothat they can be nost prepared to deal
with it.

|"d offer the observation that while we
al so understand that existing sites are not all cut
fromthe sane cloth, an existing site has an awful | ot
of informati on and you don't necessarily have to | ook

at an existing site the sane way you | ooked at it when
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you were first licensing a plant there, or if it were
a green field site, and I'm sure that the staff is
going to take that into consideration.

| think the other thing | would say on the
stuff that we're looking is that, again, depending
upon how you go down the road, whether it's a gas
reactor or it's an ALMR, within a year to two, you're
goi ng to see COL applications and how qui ckly they can
be reviewed. | think the staff's answer was a good
one, they are beginning to look at that. 1 think the
di scussion that Comm ssioner MGaffigan was a good
one. M guess isthat it's a year or less, if you' ve
got acertifiedsite. If you' ve got a banked site and
a certified design, it's hard to see why it should
take a l ot | onger even with full public participation
at that point. So, we think that that's really the
way to go.

If you' d go to the next slide, please.

(Slide)

The breadth of things that we're | ooking
at cover everything fromhowyou | ook at the econom cs
of the plant to how you create the business case for
the plants, through the regulatory arena, and
certainly in howwe build both public and policymaker

support, and then ultimtely to what you tal ked quite
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a bit about, which is the whole infrastructure
i ncluding the capital formation for people. And we're
wor king with NRC on sonme of the people issues right
now, and will continue to work across the i ndustry on
t hat .

| think a comment that we at NElI are
maki ng very broadly in both public and policymakers
and Wal | Street and ot her places i s that when you | ook
at the future for nucl ear power in our country, you're
not going to build one unit, you' re going to build a
| ot of units. Qur projection of 50,000 new negawatts
was honestly predicated at | ooki ng at how do you j ust
maintain the current portion of our generating
capacity of 30 percent as em ssion-free. And in order
to maintain just 30 percent of our generation at
em ssion-free capacity, we found we had to build
50,000 new negawatts, plus upgrades, plus |icense
renewal , plus sone hydrorelicensing, inorder to stay
there. And that was sort of helpingtodefinealittle
bit what we were |ooking at. Al so, it rmaintained
nucl ear in about the 23 to 25 percent range of our
demand porti on.

So, what we seeis this is areal business
and an industry and you're going to nove forward

building multiple plants or, in all honesty, you nay
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not nove forward building very many plants, but

bui | di ng one i s probably not sonething you're goingto

do.

So, | thinkin planning, |I'd say, over the
next two or three years, you'll see what the track
| ooks like, and then you'll be able to plan for

staffing and everything elseto deal withit. Andthe
famlies of plants will hopefully help in |ooking at
how you can be nore efficient |icensing, howwe can be
nore efficient submtting applications. Go to the
next slide, please.

(Slide)

One of the things we're facing is the
uncertainty in both demand and econonics in dealing
with some of the factors we have. (bviously, there
are sone uncertainties related to the regulatory
process. Clearly, Part 52 provides a trenendous
foundati on for addressing uncertainties. Certifying
designs, banking sites, clearly provides both
opportunity for public participation at the front end
and greater certainty to the devel opers of the project
that they will be able to |license and operate it when
they build it, and we think that's real good.

The comment s made by Bi | | about | ooki ng at

financial and other |egal issues, he related those
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strictly to Pebble Bed. |'d say that there were
speci fic Pebbl e Bed i ssues or nodul ar reactor issues.
| don't think they're just specific to Pebbl e Bed,
they are to nodular reactors, whether it's the GA
reactor or the Exelon reactor that exists, but | think
that many of the financial and legal issues are
actual | y applicabl e to any newpl ant, any nerchant new
plant. So, we see trying to resolve those as soon as
we can, working with the NRC staff -- and, again,

t hi nk that they've been very receptive to input. |
think we'll continue to do that and, at sone point,
|"m sure the Comm ssion will have to get involved.
Next slide, please.

(Slide)

If we | ook at what are probably exanpl es
of our priorities right now that we would Ilike
attention paid to, they are on this slide. Bill
mentioned that the staff is planning to resolve the
programmatic | TAAC somewhere in the March '02 tine
frame. Qur encouragenent would be that the Federal
Regi ster request for comrents -- | think the period
ends in about two or three weeks -- we woul d suggest
you try to resolve that within 90 days after that. |
think that the argunents on all sides have been well

ventilated. | think they are well articulated, and
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t hey exi st.

Now, if the Federal Register Notice
devel ops new i nformati on which makes it nore mnurky,
t hen maybe it's going to take | onger, but I'mnot sure
it needs to take much longer unless there's sone
really new stuff devel oped out of that Notice, and
woul d suggest you nove down that road as quickly as
you can, since it provides a basis for trying to
really define what's the bottombullet on that slide,
which is how do you actually inplenment the |TAAC
process. Gbviously, it's a different inplenentation
schene if it's got programmatic factors in it versus
if it doesn't, so we think that's inportant.

Wthregardtothe two m ddl e bullets, you
may or may not be aware of this. | know GCeneral
Counsel's O ficeis. W submtted two petitions for
rul emaki ng which arrived here, | think, this norning,
to address both of those bullets. And our
encouragenent there would be to include those
petitions in the Septenber Federal Register Notice on

Part 52, to receive public comment on them and then

try to nove down the road and address them | think
our petitions are reasonably solid. |'msure people
will have other conments on them but | think they

provide a very good basis for noving forward to

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

73

address both the NEPAissues and the Early Site Perm t
i ssues that are |listed on those petitions.

| think onthe cooperation, afewthoughts
on sort of the last slide now.

(Slide)

Clearly, in a nunber of fronts over the
| ast year -- last few years, in all honestly -- the
Conmi ssion has exhibited trenendous | eadershinp,
whether it's in inplenenting the reactor oversight
process or it's inplenenting the |icense renewal
process, and | think that's been done with nuch a
greater focus on safety. | don't think it's been done
wi t h any degradation of safety, |I think it's enhanced
safety. And | would say the sanme invol vement by the
Commi ssion -- as | said, | was willing to cede ny tine
because | thought your discussion was sorichwththe
staff -- | think the sane involvenent by the
Conmmi ssion on new plants would continue to be very
hel pful. | think the staff is commtted to noving
forward, they are doing a lot of the right stuff, but
it's going to require some policy determ nations by
you all, so | wuld encourage your continued
i nvol verrent .

| think we are prepared to exercise

what ever process the staff and you all think is
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appropriate for all stakehol ders for interactions. W
are obviously doing alot of things right nowand wi ||
continue to put those into the process, whether it's
petitions for rul emaki ng, gui dance  for our
applications, or comunications anong our industry
sour ces.

It may turn out that we need to follow a
process that was simlar tolicense renewal, where you
formed a panel of senior folks that interacted pretty
regularly with the i ndustry. That may be sonmething to
consi der as we go down the road. O it may be that we
need to go down a process that's simlar to what we
did on the reactor oversight process where we had
pretty regular nmeetings to discuss things and try to
resolve issues in an open forum And | reserve
j udgnent on what the right path is, but just say that
we ought to keep our m nds open and exercise those
earlier rather than | ater because | believe that sone
of the determination on what the industry does in
novi ng forward on buyi ng new pl ants and doi ng t hi ngs
will be significantly influenced by the certainty in
t he regul atory process. The sooner we all figure out
what the i ssues are and resol ve them the sooner we'll
be able to feed back to you what your workl oad | ooks

| i ke and what our plans are. So, | think that there's
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a mutual benefit of us working as closely as we can
together there, and from an NElI standpoint | fully
conmt to that.

| under st and your need for priorities, and
| think that during the questoinings, if you have
guestions on priorities and we can hel p answer those,
wewll. If we can't, it neans we honestly don't know
t he answer right now, but we'll try to work with you
to help establish priorities so you can allocate
resources appropriately.

Wth that, | thank you for your attention.

CHAl RVAN MESERVE: Thank you. M. Mintz.

MR, MUNTZ: I'd like to thank the
Conmi ssion for this opportunity to present our views
t oday. As vyou've obviously heard, Exelon is
considering the PBVR. First slide, please.

(Slide)

W are -- this is a high tenperature gas
nodul ar design, nom nally 110 negawatts el ectric, we
t hi nk, based on proven technology. We are a mnority
i nvestor in PBMR PTY, which is a venture of Eskom As
we exarm ne our core conpetencies, we don't find being
a reactor vendor one of them however, we don't mnd
i nvesting inasuccessful venture. W do find nucl ear

oper ati ons and whol esal e power tradi ng to be anong our
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core conpetencies, and that is our real interest in
this venture. The other investors include
BNFL/ West i nghouse, Eskom the State Utility in South
Africa, roughly the size of TVA, and the Investnent
Devel opment Cor porati on of South Africa, a governnent -
sponsored entity chargedwith creatinginfrastructure
and jobs in South Africa.

Exel on and the other investors expect to
make two deci sions i n approxi mately the Decenber tine
frame. The first one invol ves proceedingwtha full-
scal e denonstration reactor in South Africa. That
decision would kick off a three-year construction
program followed by a nomnally one-year test
program

The other decision involves proceeding
with the US. licensing process, specifically the
preparation of an Early Site Permt, and then a
Conbined Operating License application, with
anticipated tinme frames at this time of m d-2002 for
an Early Site Permt, and early 2003 for the Conbi ned
Operating License application.

W view the PBVR as nerchant nuclear
power. It will not be in a rate base, and it wll
operate in a deregul ated environnent at the whol esal e

|l evel. We find the PBMR ideally suited for that due
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tothe lower incremental investment, and al so t he nmuch
faster returnw th eventual Iy, we believe, an 18-nonth
construction time per nodul e.

W al so believethe ability tosizeasite
to the market that you're participating in, and then
expand it when the market expands is al so attracti ve.
Next slide, please.

(Slide)

Since we' ve engaged the letter in January
to the NRC, we've seen sone identification of sone
solid points of contact, sone dedicated points of
contact in the NRC W' ve seen project managers
assigned in Research and NRR. W' ve seen evi dence of
support from the Material Section and also OGC on
specific issues. We've seen the FLO created,
obvi ousl y, and staffed, we bel i eve, very
appropriately.

W' ve seen fundi ng obtai ned fromt he DOE.
W' ve al so had very ri ch di al ogues about fundi ng goi ng
forward and how nuch things will cost. This is
i mportant not only to us, but for us to take back and
inform the other investors as to how nmuch it m ght
cost to license this technology in the U S.

W' ve established nmonthly neetings for

sone key legal and econom c and technical issues.
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W' ve had four of those over the last two days inthis
room Qur process now is evolved to where we'l

i ntroduce two or three topics each nonth and we'll

foll owup on any questions and i ssues that |inger from
t he previous introductions.

To summari ze, to date the response of the
staff has been appropriate and adequate. |n our view,
they appear to be positioned to proceed on the
schedul e t hat we have di scussed with them W have t he

concern about the specific technol ogi cal experti se not

only on the staff, but on our part as an
owner/operator of this technol ogy. Next slide,
pl ease.

(Slide)

In the pre-application period which we
beli eve has been mutually beneficial, if we stand
back, we see one recurring issue that wusually
mani fests itself as the NRC desiring nore and final
i nformati on before any comment or opinion can be
of fered and, as Exel on PBMR desiring to hear what the
requirement will be based on the PowerPoint slides
that we've presented to the NRC. Cbviously, in our
vi ew, neither of those approaches will be acceptabl e.
This is not neant as a criticismof the process and,

infact, as an observati on. We bel i eve we have | ear ned
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to maximze the value of this interaction and it's
evident fromthe quality of the di al ogue that's taking
pl ace in these interactions, they have been steadily
| mprovi ng.

The Pebbl e Bed we believe wi || be licensed
on the current set of regulations. The staff
recommendat i ons and Conmi ssi on policies are expected
to formthe basis for licensing the PBMR W are not
engaging in rulemaking for two reasons. One, we
believe the time franes associated with that would
take this out of being a conmercially viable venture,
and we al so believe it is unnecessary.

W do expect sone exenptions, but as our
initial reviewof this would indicate, we think there
woul d be a normal anount anal ogous to the | ast plants
that were licensed in the U S. Next slide, please.

(Slide)

Two of the nost inportant issues both in
the pre-application space and, obviously, once we
submt application, are going to be certainty and
timeliness. We are starting with sone of the big
deal - breakers, things that we need to have an
under st andi ng of howthey will inpact the cost of this
t echnol ogy. They are listed there. W' ve tal ked

about them | believe you are famliar with those
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i ssues. We've gotten sone feedback already fromthe
staff on those.

W are also -- and I'Il call those the
| egal / economi c i ssues. We are al so attenpting to work
from the bottom up and get into sone of the nore
technical issues. W are just starting to introduce
those into the pre-application di scussions. Qur view
is it's never going to be easier to change a design
than it is now W want to make sure the design is
|l i censabl e when it eventually gets there.

Qur expectations at the end of pre-
application space, as we've defined it, is nomnally
Septenber '02. We'd like to have the Comm ssion
position issues on policy issues known, and we'd |i ke
to have t he Comm ssi on process established to support
our application, and by that we nean how will the
Conm ssion stay engaged on an application such as
this? How will we nmove forward when we get stuck?
Qur confidence that this process can be established
and understood i s very high. Based on our experience
at Exelon, with life extension and |license transfers.

Now, if we submit a COL, it's going to be
because we believe there's a reasonable chance of
successful licensing in a known tinme frame that

provi ded our design neets all the i ssues and aspects
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and criteria that we have discussed in pre-
application's phase and the requirenents for what is
sufficient don't change much, that we would believe
t hat we' d have a reasonabl e chance of success. W do
not expect to have 100 percent on t hose di scussi ons or
on those results, and we know there are going to be
changes as we go once we submit an application, but we
want to get a reasonabl e understanding of what the
process will look |ike. Last slide.

(Slide)

Just a word on schedul e. For our conbi ned
operating |license which, again, we intendto subnmt in
early 2003, we are going to need to believe in the
technol ogy, we are going to need to believe in the
safety of the technol ogy, and we are going to need to
believeinthe cormercial viability of the technol ogy,
before we submit a license. W are not there on any
of those at this point, and we're going to certainly
need to get there before Decenber, before we decide to
i nvest anynore noney in this.

Al'l the partners in this venture believe
t hat the expediency is to find out what the i ssues are
as early as possible, both froma licensing and from
a technol ogy point of view |If the answer is goingto

beit's not |icensable or that it's not going to work

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

82

because of certain key conponents such as our turbine
generator, we want to get to that answer and
understand that as soon as possible so that we can
| ook el sewhere for our sources of generation.

Now, | also would want to nention that
Exel on has to bal ance the risks of building here in
the U S. shortly after the South African prototype,
i.e., being the first custoner, and the risks of
bui | di ng nore than one unit here, which certainly this
is about building a lot of units, we need to bal ance
the risk of that with the benefits to the venture that
you get from econom es of scale froma large early
order, whether that's Exelon or others around the
world. And that's another risk that factors into our
consideration of schedule. That's the end of ny
presentation.

CHAI RMAN MESERVE: Thank vyou. M .
G echeck?

MR. GRECHECK: Good afternoon. Thanks for
the opportunity to come here today and di scuss with
you both the activities that Dom nion is undertaking
at the present tinme to evaluate future options to
provi de energy for our custoners, and al so sone of the
i ssues that we are | ooking at inthe regul atory schene

as we eval uate whet her nuclear, indeed, is a viable
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option anmong that collection. First slide.

(Slide)

On June 1st, we did formally kick off an
ESP project within the conpany. There is a project
organi zation in place. That organization really as
two major goals at the present tine. One is to
validate the Part 52 Ilicensing process and, in
particular, the ESP process which, of course, is
untested and hasn't been denonstrated before and,
second, and concurrently, to evaluate available
reactor technologies that are out there in the
mar ket pl ace. So, not only are we | ooking at sites,
but we are engaged in discussions with all of the
various technol ogy vendors, |ooking for what those
options m ght be.

| think it's inmportant to note that this
is not a conmtment by the conpany to order a new
nucl ear unit, or even proceed with an application
because, at the present tine, we are sinply eval uating
whet her the process nmakes sense for us, but there is
ongoing effort to actually do that eval uati on.

W are also looking at other siting
possibilities. Onthe next slide, I'll tal k about what
we are currently | ooking at, but it is inmportant that

there are many, many fl exi bl e options still avail able
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and, as M. Fertel said before, as tinme goes on, we'll
have nore certainty. As nore certainty devel ops on
both sides, we'll be able to solve some of those
problenms. W understand that your concern is what
resources to assign. Qur concern is that as things
are uncertain, that uncertainty devel ops risk factors
which at the present tinme are too great to proceed
forward with any kind of definitive announcenent.
Next slide.

(Slide)

Now, the approach that we're currently
using is, first, the feasibility study. Today, what
we are doing is evaluating our two existing sites at
Surry and North Anna in Virginia. Both of those sites
currently have two operating units on them Back in
the 1970s, they had construction permts at each of
those sites for additional two units, so they were all
| i censed for four units per site. Wat that neans is
t hat both of these sites have been evaluated froma
site perspective two tinmes. W are now, of course,
| ooking at it a third tine.

Now, once we nake that deci sion, which we
woul d expect to make by the end of this year -- the
next bullet there -- the managenent decision is do we

go forward with an ESP application. What woul d that
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be predicated on? Well, one, of course, is the site
suitability. Second woul d be our continuing anal ysi s
of what the marketplace is doing in ternms of energy
requi rements, what we bel i eve costs and schedul es | ook
li ke. And, finally, the cost of doing the ESP
applicationitself, if that is an investnent that the
conpany wants to make at that point. So, currently we
bel i eve that we wi | | nmake that deci sion in Decenber or
January.

Let's assunme for the nonent that we do
make the decision to proceed. W're estimting
currently that it will take about 12 to 14 nonths to
prepare that application, which would nean that we
woul d be in a position to be making an applicationto
the Commi ssion in the first quarter of 2003. Now,
that schedule is pictorially represented on the next
sl i de.

(Slide)

You can see that up at the top we're
currently inthe six-nonth feasibility study. W have
a decisionright at the end of the year, 14 nonths for
the application submttal in March of 2003. The next
bar on there is we're showing 18 nonths for NRC
revi ew. Now, there was sonme discussion with the

previ ous panel as to what that tinme would | ook |ike.
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Let me tell you where that 18 nonths cane from

W | ooked at t he process and we sai d gi ven
t he questions that need to be asked, what the |egal
requirements are, we believe it can be done in 18
nont hs, but | would say that that 18 nmonths is really
an outer bound. As | pointed out before, both of
t hese sites that are on our candi dates |i st have been
| ooked at extensively before. There are operating
reactors on them W do not believe that there have
been substantial changes in the environnmental or
denogr aphi ¢ condi ti ons around those sites that woul d
make extensive reanal yses required.

So, therefore, thechallengereallyis how
do we use all of that information that is already on
the docket in previous proceedings to expedite the
process, and we are certainly |looking forward to
working with the staff totry to do that. So, using
t hat 18 nont hs as an out er bound, that woul d showt hat
by the end of 2004 we shoul d have an approved site in
place. Now, if you go to the next slide -- and this
gets to sone of Conmm ssioner Merrifield s questions
bef ore.

(Slide)

As we know, Part 52, as it was witten,

envi si oned a very specific sequence for all of thisto
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happen, that the vendors would be busy certifying
designs, various applicants would be |ooking for
sites, getting those sites approved, and then wth
both of those on the shelf, an applicant will then
pi ck up a bank site and a certified design, coneinto
the Conm ssion and ask for a conbined operating
| icense. That's a very neat and | ogi cal process, but
part of the problemthat we see right nowis that the
mar ket pl ace is changing rapidly. Even the schedul e
changes that you' ve seen just happeni ng over the | ast
several weeks are all a reflection of the fact that
thereisverylittlecertainty as we | ook forward over
t he next year, two years, five years, ten years, and
sonme of the built-in tinme franes that gointo that in
some cases may precl ude consi deration of nuclear as a
vi abl e option, if you have to build in procedural or
process-driven delays into the overall application
sequence.

So, it is possiblethat an applicant could
have an ESP application proceeding, and neke a
deci sionduringthat tinethat aparticul ar technol ogy
is nowthe technol ogy of choice, and come in ready to
make a COL application. Now, it mght be a COL
application with an existing certified design, or it

m ght be an application with a design that is perhaps
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in the process of getting a design certification.

| think it's inmportant for all of us that
that we figure out exactly how all that woul d work.
What does the process ook |like? How can we make
t hese processes proceed wi thout built-in delays as we
woul d wai t for some other process to finishor to cone
to fruition.

In addition, we did make a coment in a
letter that we sent to the Comm ssion | believe in
January, that we do need, | think, to study formally
what are the procedural issues that woul d be i nvol ved
in looking at an ESP for a previously licensed site.
| think we need to cone to sone understandi ng about
what those issues are, what are the deltas, where do
we | ook for those differences, and how do we expedite
t hat process.

So, again, thanks for the opportunity, and
we're | ooking forward to working with you.

CHAl RVAN MESERVE: Dr. WMatzie.

DR.  MATZI E: Thank you very nuch
Conmi ssioners, for the opportunity to speak to you
today. M nane is Regis Matzie, and |' mresponsible
for Westinghouse's new plants. That includes those
under construction in Asia, as well as those under

design in licensing. Slide 2.
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(Slide)

| would like to speak briefly to the
subjects onthis slide, with the principal enphasis on
AP-1000. Next slide.

(Slide)

You are already famliar wth the
West i nghouse System 80+ and the AP-600 desi gns which
have been successfully through the Part 52 design
certification process. Because of the dramatic
changes in the electrical supply market that have
occurred since these plants were designed and
certified, Westinghouse has i ncreased t he power | evel
of the AP-600 designto over 1,000 negawatts el ectric,
toallowit to conpete with other energy sources in a
deregul ated el ectricity market.

West i nghouse has applied for a pre-design
certificationreviewfor thisincremental nodification
of the AP-600 design that we now call AP-1000. |If
that pre-certificationreviewis satisfactory, we plan
to apply for a formal design certification early in
t he next cal endar year. Next slide.

(Slide)

The power increase for AP-1000 was
acconpl i shed by nmaki ng t he m ni mal changes i n sel ect ed

conponents that are needed to achieve the power
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upgrade. We have retained the overall footprint, the
overal | nuclear island |layout in the vast majority of
the design detail of AP-600 in this approach. CQur
strategy was to m nim ze changes to the designthat is
al ready certified in order to nake the review for AP-
1000 certification as efficient as possible. W
bel i eve that upwards of 80 percent of the existing
design certification, as listed in the AP-600 design
control docunent, can be used directly with no nore
changes than sinply changing the nane. The ot her
approxi mately 20 percent obviously changes with the
power |evel and the safety analysis transience, et
cetera.

The scope of the pre-certificationreview
is basically to address three key areas. The first,
are the AP-600 test prograns that were used in the
certification of that design applicable to AP-1000?
Second, are the safety anal ysis codes used to certify
AP- 600 applicable to AP-1000? And, thirdly, as the
other two certified designs used, can we al so use
desi gn acceptance criteria in sone areas where, for
AP- 600, we actually provided the full design detail?

W believe that the targets on this slide
rel ative to schedul e and cost of revi eware achi evabl e

if the NRC and Westinghouse apply the efficiencies
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that are available to us to increnmentally convert the
AP-600 certified design to an AP-1000 certified
design. Next slide.

(Slide)

At the risk of getting into another
energetic discussion on schedules as we had in the
previous panel, 1'd like to provide this slide as
notivation for our schedule for the certification of
AP-1000. Basically, we would like to be ready with a
certified design around the end of the cal endar year
2004 so that it could be coupled with an Early Site
Permit and go through a rapid CO.L process wth
possi bl e first deploynent of the design sonmetine in
t he year 2005 or very shortly thereafter. Next slide.

(Slide)

We believe that we have reached basic
agreenment on the path to conpl ete the pre-application
reviewof AP-1000 with the staff. This slide lists the
four maj or submttals that Westinghouse has provi ded
as part of the pre-certification review, and on which
we have held neetings with the NRC staff, and these
are the reports that address the key i ssues that | had
menti oned earlier.

Over 40 RAl's have al ready been received

thus far. Some have al ready been responded to and we
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are continuing to have dial ogue even today with the
staff and di scussions on the responses to close the
remai ni ng RAI's. Next slide.

(Slide)

|"d like to turn now briefly to anot her
design, IR'S, which was nentioned earlier in the
previ ous panel. Unlike AP-1000 which started with an
already certified AP-600 design as its design and
licensing basis, IRISis started with a cl ean sheet of
paper . The design has both DOE and substanti al
i nternational support, and strives to neet the
obj ectives of Generation IV program but hopefully in
a nearer time frane.

A conceptual design has been conpl et ed,
and already introduced to the NRC staff in May and
June. Enphasis thus far has been on techni cal aspects
in the safety approach. The team has not yet
formulated a licensing plan, but will shortly turn
attention to this detail.

The schedule shown here is admttedly
aggressive on this slide, but we are hopeful that it
can be achieved so that the plant will be ready for
depl oynment early in the next decade. Next slide.

(Slide)

As you would expect, Westinghouse is
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active in avariety of areas involving future plants,
wi th NEI, DOE and sone of our custoners, and these are
shown on this slide. Next slide.

(Slide)

In sunmary, there's al ot of excitenent in
the industry as the Governnent, the public, the
electricity industry cometogrips withthe demand for
el ectrical energy in a deregulated environnent.
Nucl ear power currently plays a vital role both in
reliabl e power and cl ean energy, and t he prospects for
its continuing in this role depend on the industry
provi di ng designs that can safely and econom cally
conpete in a deregul ated environnment. That, in turn,
pl aces substantial burden on the NRCto be prepared to
revi ewt he newdesi gns and obvi ously t he potential new
sitesinacost-effective manner, with qualifiedstaff
and processes that are efficient and tinmely. Thank
you for your attention.

CHAI RMAN MESERVE: Thank you. M. Reddi ng.

MR.  REDDI NG Good afternoon, Chairman
Meserve, Conmi ssioners. You'll be happy to know t hat
GE does not plan to submt a new design for your
review. W |ike the one that we have.

(Laughter.)

lmagine, if you will, that you're the
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i ndi vi dual that has to go to your Board of Directors
and say, "Here's the reason why we shoul d build a new
nucl ear plant”, and the kind of questions you can
expect to get, | think, are, "Well, is this plant
going to generate the revenue that you say it's going
to, is there going to be sonme technol ogy i ssues that
we don't know about”. They are going to ask, "are the
costs that you've |laid out here what you say they are
going to be, or will there be cost overruns, schedul e
overruns, so on and so forth". So, in other words,
there's a lot of project risk that you can't
elimnate, but you have to convince your Board of
Directors you can manage before they' || ever give you
t he go-ahead to build a new nuclear plant. And, of
course, one of those is in the licensing arena, and
that's the context | think in which we're having this
di scussion, not that Part 52 is sonehow i nsufficient
-- and let nme tell you, conpared to sone other
countries where we do business, it is absolutely
terrific -- but, rather, are there some appropriate
steps that can be taken to reduce sone of the
uncertainties, just l|like, you know, you can reduce
some uncertainties incost and schedule, sothat's the
context in which | want to make ny remarks.

(Sli de)
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U. S. -based, U. S. devel oped t echnol ogy and
advanced | i ghtwater technol ogy has not gone unused in
all these years, and the first slide shows the first
application, whichis the Advanced BWRi n operati on at
Kashi wazaki, and the NRC had a role to play in this.
If you recall, the NRC and many Japanese regul ators
were neeting on a six-nonth basis while the ABWR was
bei ng revi ewed here and t he ABWR was bei ng reviewed i n
Japan, and that was a good i nt erchange which resul ted
in a better plant design in both countries. And as
you can see fromthis slide, our Japanese cust onmer has
been pretty happy with the plant in terns of safety
and performance. There's about -- | think there's four
t hat have been approved for nore, and many nore that
have been planned. Next slide.

(Slide)

This slide shows that nuclear power can
survive the political process, too. In Taiwan, you
know, we've had our ups and downs. Thankfully, the
proj ect has beenrestarted -- it was suspended, as you
know, and it's been restarted, and we're finally
delivering equi pnent again. This plant is nore truly
based upon the U.S. certified design. There's been a
f ew changes on t he turbi ne side, but that's been about

it. So, alot of credit can be spread around. GCE, of
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course, doesn't mnd taking a little bit of credit.
The NRC had aroleinthis, incertifying this design.
DOE was i nstrunmental in supportingit, as was EPRI and
the U.S. wutility. So, | think Taiwan, the Lungmen
project when it gets done, we can all take sone pride
in that project.

(Slide)

This is just a rem nder, the ABWRis the
product of alot of our efforts, as | was saying. The
ABWR was certified way back in Septenber of '96. W
t hought that day woul d never cone, and nowit's five
years ago already -- four years ago.

Anyway, the point here is that the ABWR
we think, is ready for a project right nowin the U S.
Al we need is a customer. And | think -- and this is
GE' s opinion -- that there is a wi ndow of opportunity
-- three or four years i my opinion -- in which the
nucl ear i ndustry can prove that it's a player, that it
can contributeto solvingthe nation's energy shortage
tohelprebuildAmerica' s electricity infrastructure.
And so | think that demands challenges are all
certified designs into play as soon as possi bl e.

And t he rest of nmy comments, | think, echo
t hose of the previous speakers. | appreciated Marvin

Fertel's remarks which talked about reducing
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uncertainty and risk, and that's really my coments.
| have sone specifics therethat | don't think 1'll go
into because they've been addressed already, but
anything that the Conm ssion can do to reduce the
uncertainty in howwe apply | TAACs, how we eventual |y
structure and go through the COL process in an
appropriate way -- obviously, nobody is asking for
sonet hing that i s not appropriate or that woul d short -
change safety in any way -- but if there's anything
that's appropriate that can be done to reduce
uncertainties, that will make the decisionto build a
new plant just a little bit easier to make.

| remenber -- because |'ve been around
this industry for 25 years -- ten years ago when
Marvi n Runyan was t he head of TVA, he had this idea he
wanted to build a new nuclear plant. | guess he had
t hi s t hi ng about buil di ng bi g buildings, |ikethe Post
Ofice. Well, anyway, he net with Jack Wel ch, the CEO
of General Electric, and they had a conversation, and
M. Welch reportedly said, "Okay, here's the deal.
"1l build you an ABWR for cost plus $1.00". And
Marvi n | ooked at hi mand said, "What's the catch?" He
said, "Well, you have to take all the risks.” And
Marvin said he declined on that of fer. One reason was

at that tinme TVA had an estinmate of howlong it would
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take to get a COL -- and they went to an outside | aw
firm so take it for what it's worth -- but the
estimate that came back was six to twelve years, with
best estimate of eight years, and that really put them
off. | think that's when our discussions went from
being serious to be idle chit-chat.

So, anything that can be done to if not
shorten the COL or ESP process but to build
predictability into it, | think that's what we're
| ooki ng for. Thank you for your attention, appreciate
this opportunity to talk to you.

CHAI RMVAN MESERVE: Thank you. M .
Magwood.

MR, MAGWOCD: Thank you, M. Chairmn.
It's a pl easure to appear before the Conm ssi on t oday.
|"ve actually not done this before. | don't it
escaped, but maybe it's because nuclear hasn't really
been a burgeoning issue in the last few years, and
it's a pleasure to be sitting here with this panel
t al ki ng about the future of nucl ear not as along-term
theory, but really as al nost an near-termcertainty.

| shoul d poi nt out, however, that you have
reached a threshold point at this point in the panel.
Fromthis point on, no matter what plant gets built,

nobody nmakes any noney.
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(Laughter.)

| also, M. Chairman, need to apol ogi ze.
| was wunable to get out of ny 4:00 o' clock
appointnment, so |l wll need to | eave. Fortunately,
M. Johnson, Shane Johnson, ny Associ ate Director for
Technol ogy, is here and can answer questions after the
panel is done speaki ng.

| would I'i ke to begin by recogni zi ng t hat
since |'ve been in Federal service seven years now,
which seens a lot longer than | had in mnd, quite
frankly -- sonme of you probably feel the sanme way --
| don't think that DOE and NRC have had a closer
rel ati onship. | think it's becone a very, very
instructive and inportant relationship that is
actual Iy becom ng nore and nore i mportant as ti ne goes
on. Dr. Travers and Dr. Thadani have both been
i nstrunmental in making that happen, as have nenbers of
t he Conmi ssion, and | appreciate that over the |ast
few years.

We are wor ki ng very hard right nowto nmake
the Comm ssion as busy as we can nanage. W are
working with the i ndustry and we are working with the
i nternational comunity to bring nucl ear technol ogi es
to the forefront in the United States, and | think

that some of the discussions you' ve heard today are
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the result of sone involvenent by DOE. In fact, |
think al nost all the di scussion you' ve heard today is
the result of sone DCE involvenent at one tine or
anot her, except Dom ni on who al nost never asked for
noney fromus, unlike sonme of these other folKks.

W are very interested in seeing new
nucl ear power plants deployed inthe United States in
this decade, and we tend to think about the future of
nucl ear energy divided up between two bl ocks of tine
-- before 2010 and after 2010. Before 2010, we see a
tremendous opportunity, a wi ndow of opportunity, as
M. Redding pointed out, for advanced |Iightwater
reactors and possibly some gas-cooled reactors,
hopeful |y the Pebble Bed in particular, to becone --
to serve the energy needs of the United States. And
we are working with both the Comm ssion and the
i ndustry, and al so others, totry to encourage that to
happen.

We have put together a task force call ed
the Near-Term Deploynment Working Goup, which is
wor ki ng under our Advisory Commttee, the Nuclear
Research  Advisory Conmittee, t hat is making
reconmendat i ons and wor ki ng very closely together to
try to lay out what are the barriers keeping us from

bui | di ng nucl ear pl ants sooner rather than | ater, and
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t hey have made specific recommendati ons, and sone of
t hose have al ready been nade public, but we're stil
wor king with them on devel opi ng t hose.

One of the things that they have
recommended i s that DCE becone directly involved in a
cooperative activity to denonstrate the ESP process,
as well as the COL process, and we are interested in
doing that. W are exploring that, and may actually
do that sooner rather than |ater

There is al so sone interest in having us
i nvol ved i n some techni cal activities. For exanple, we
are wor ki ng with Westi nghouse and t hi nki ng about the
i ssue of salability between the AP-600 and AP-1000,
and we' ve been involved in some of those activities,
and | think that's been fruitful

And as Dr. Travers pointed out, we are
also working with the Conmission staff directly
supporting the effort to develop a gas reactor
framework which | think is laying the groundwork for
the future, and we've had a | ot of discussion today
about both the G IV reactor and al so the Pebbl e Bed
Reactor, and we're hopeful that we can see our way
t hrough sone of the conplicated policy issues that Dr.
Travers nentioned, and we think that DOE and NRC can

work together to try to resolve those, so we're
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| ooking forward to that.

W al so | ook at the world post-2010, and
for that we have developed the GCeneration 1V
initiative that we think will help stinulate both
research and technol ogy an entry of students in the
United States as well as hopefully resulting in sonme
very practical energy technologies that can be
depl oyed in the not too distant future.

W have -- | don't knowthat this has been
publicly announced yet, but effective Mnday, the
generation for anlInternational Forum a collective of
countries including the United Sates, France, Japan,
Korea and others, have made that official. The
generation for International Forumnowexists. W're
very pl eased about that. W believe this will be the
framewor k through which we'll be able to work cl oser
with international partners to develop these new
t echnol ogi es and see t hem depl oyed qui ckly.

| nt ernati onal cooperation is going to be
the hallmark of a lot of DOE activities, and we
encourage the Commission to work in the sane manner
because it's essential that we think of these new
technol ogies not as U S. technol ogies, but as world
t echnol ogi es, because unless we are able to build

reactors not just for the US. market, but for a
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| arger international market, we'll never see them be
econonmically conpetitive. So, we're very interested
in seeing the AP-1000, the IR'S, the Pebbl e Bed, and
ot her technol ogi es be available to the world market
t he same way t he ABWR has been available to the world
mar ket .

| think I will close pretty nmuch with
t hat . | wll say that we are interested in
mai ntai ning the relationship we've built with NRC. W
expect to continue funding sone of the gas reactor
framewor k wor k t hat has been going on this fiscal year
and the next fiscal year, and hopefully we'll be able
to work together in bringing these technologies to
reality, and looking forward to working with you
towards that goal. Thank you

CHAI RVAN MESERVE: Thank you very nuch
Dr. Lyman.

DR. LYMAN: Thank you. | appreciate the
opportunity to present the views of the Nuclear
Control Institute before the Conm ssion again. CQur
organi zation is focused primarily on nuclear
nonproliferation and nucl ear terrori smissues, but as
the only nmenber of the public interest comunity on
this panel -- and | nust say it is very lonely up here

right now-- | feel obligated to bring up sone ot her
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i ssues that are in the general real mof nucl ear safety
t hat ot her organi zati ons have expressed in the past.
May | have the second slide, please.

(Slide)

The over archi ng franmewor k of nmy concernis
that w thout public subsidy -- and nobst of the
activities that M. Magwood just described, in ny
view, fall into that category notw thstandi ng -- new
nuclear plants are only going to be built in the
United States i f they can neet the desirabl e econoni cs
of gas turbines, and that includes | ow capital cost,
short construction tinme nodularity. Next sli de,
pl ease.

(Slide)

And a chief question in ny mind is, can
this really be done safely, or are these objectives
fundanmental |y i nconpati bl e wi t h nucl ear technol ogy and
mai ntaining the level of safety that we now enjoy.
NRC policy decisions will play a decisive role in
determining the economic viability of new plants. |
think the public is justifiably concerned that this
puts into -- this challenges the NRC s ability to
remai n i ndependent of pronotion since the future of
the industry my well depend on sone of these

deci sions. Next slide, please.
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(Slide)

Sone of the regulatory challenges that
have to be faced are that these econom c inperatives
do not adversely affect safety, the risk of
radi ol ogi cal sabot age, waste managenent i ssues, non-
proliferation, and the ability for full public
participation. Next slide, please.

(Slide)

Unfortunately, the first new reactor
that's com ng down the pike, alot of the issues that
have been di scussed, or the framework that has been
described for this reactor, are not consistent with
mai ntaining a ot of the objectives in the previous
slide. First of all, the PBMR characteristics that
are fundanental toits econom c viability deviate from
traditional defense-in-depth. One is the |lack of the
hi gh- pressure cont ai nnent that's capabl e of resisting
conbustible gas detonations. Another is the
significant reduction in safety-related SSCs and,
finally, a 40-fold EPZ decrease which was proposed.
Next slide, please.

(Slide)

Al'l of these really depend on a much nore
accurate determ nation of the accident source terns

that can be expected, that sinply has not been done
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yet and nay take a lot of time to resolve. First of
all, the Pebble performance is very sensitive to
initial conditions. The robustness of the Pebbl e Bed
fuel is now being oversold by its pronoters, and a
quick reviewof the existing literature shows fission
product release can occur significantly |level well
bel owt he fuel degradation tenperature of 2000 degr ees
Cel si us.

Onthat point, I'dalsoliketostress the
quality control issue for the fuel, and Exelon itself
has said that quality control is the heart -- or the
fuel is the heart of the safety case for the reactor
In that case, | think that a programmatic | TAAC in
quality control isreally essential for that reactor

Last issue is the safeguards. | just
| earned t hat t he saf eguards resources associated with
the South Korean Candu nonitoring, that it's about
fivetimes, or six times greater saf eguards resources
are required for online refueled reactors than for
conventional LWRs in South Korea, and although IA
i nspectors don't conme into our country unless we ask
them to, it is a denonstration of the relative
vul nerability and proliferation risk associated with
online fueled reactors |ike the Pebble Bed. Next

slide, please.
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(Slide)

Wth regard to sabotage, which is an
ongoi ng concern of our organi zation, no matter how
i nherently safe a reactor design, it cannot be
rendered inherently safe from sabotage wth a
sufficiently informed mal evol ent actor. For instance,
to cause a deliberate graphite fireis a possibility,
even though it nmay be precluded by design from
acci dents. Next slide, please.

(Slide)

So, in that context, features like the
absence of | eak-ti ght contai nnent and t he ot her i ssues
| referred to have to be evaluated in the context of
a potential sabotage event as opposed to the risk of
an accident. This raises issues, for instance, the
protective strategy for a site that contains 10
reactor cores for the sane energy generation as one
| arge reactor, that would require a fundanentally
di fferent approach to physical protection of that
site, and 1'd like to point out this isn't only a
domestic issue, the NRC really has to be concerned
with the inpact of its licensing of this design on
i nternational exports and the potential for export of
these reactors to areas of greater concern both from

a proliferation and sabotage point of view Next
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slide, please.

(Slide)

So, we think that sabotage resistance
real ly has to be i ncorporated advanced pl ant desi gn at
t he outset, and the ACRS actual |y recormended that in
1988. Such an effort has not been done, in ny view,
for the Pebble Bed and ot her designs that have been
proposed and, therefore, target set analysis for new
reactor designs really has to be a high-priority
activity for NRCinvol ving t he NRR React or Saf eguar ds
people at the outset, and | don't think that's been
done either. Next slide.

(Slide)

As far as waste di sposal goes, the spent
PBMR pebbles cause a considerable waste problem
conpared to LWR fuel that produce a vol ume and wei ght
of spent fuel which are 10 tines greater, leading to
a proportionate increase in storage and transport
needs. And, therefore, | thinkthat Exel on's assertion
that the Waste Confidence Rule applies in a generic
also to Pebble Bed fuel really doesn't have a
techni cal basis. Next slide.

(Slide)

Pri ce- Anderson, a contentious issue, but

| think a nunber of nmenbers of the public need to be
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convinced that if the newreactor designs are so safe,
why does the industry still need a liability limt.
And Exel on has requested that they get a break in the
Pri ce- Anderson assessnent, retroactive assessnents,
and | think that nore appropriately everyone el se's
assessnent should be increased by a factor of 10
i nst ead because that would probably bring the total
assessnent nore in line with the nobre accurate
estimates of what the total damages to a severe
reactor accident would be. Next slide, please.

(Slide)

Public confidence, | think, is probably
bett er enhanced by "gol d-pl ati ng" reactors rat her than
trying to elimnate a whol e | ot of safety features at
once, which seens to be the direction that Exelon is
going in and, al so, as far as public participation, of
course, there's ongoi ng concern anong t he public that
the Part 52 proceedings as well as proposed
elimnation of formal hearing requirenments overall
reactor licensing is going to really cut short the
ability of the public to raise safety i ssues that have
not been adequately considered in the |licensing
process. Next slide, please.

(Slide)

So, as far as resource, | think tine is
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really the nmost inportant resource, and that's what
the industry seens to want to cut short the nost, and
| think NRC really has to resist the fal se sense of
urgency for expedited newplant |icensingthat's being
fostered by a so-called "energy crisis" which is
rapidly evaporating as the price of natural gas
plumets, and also the short attention span of
deregulated utilities, which should not drive the
ability of the NRC to take deliberate time in
resol ving safety issues. Next slide, please.

(Slide)

For instance, the aggressive |icensing
schedul e for the Pebble Bed which has been remarked
on, the 20-nonth construction period is really
i nappropriate for an immture technology. And to
suggest that certainty in the absence of risk is
required in advance is ridiculous because risk is
going to be a part of innovative technol ogy, and
that's sonething that a utility should be willing to
accept to put the research and devel opnent effort into
resolving all the outstanding safety issues. Next
slide, please.

(Slide)

For exanple, for the Pebble Bed, | think

severe accident fuel testing at the maximum burnup
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shoul d be required. That's sonething that shoul d be
done donestically, and that's going to take quite a
bit of time and resources.

So, insummary, | think NRCreally has to
proceed cautiously and ensure full resolution of all
techni cal concerns before proceeding with advanced
reactor licensing. Thank you.

CHAl RMVAN MESERVE: |'d Iike to thank you
all for your presentations. This has been a very
interesting afternoon. Let ne just nmake a comment at
the outset that several of the presentations had
presented, | think, a dilema that we need to work --
all work together to resolve, and that is that in
order to nake decisions, you would like to have sone
regul atory certainty with regard to the environnent
and exactly how the context in which the regulation
will proceed.

On this side of the table, we have a hard
time justifying the allocation of resources until we
have a better sense of what your decisions are going
to be because we need to prepare for the
ci rcunst ances, but we don't want to squander resources
if they are needl ess. W sort of have a chi cken-and-
egg problemthat isinfront of us, andit seens to ne

the only way to resolve this is to continue to have
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the sort of interactionit's obvious you have had with
the staff so that each is aware of the probl ens and we
wor k t hrough t he i ssues, includingtheissues that Dr.
Lyman has presented, as ones that we confront and deal
with so that we can nutually have a sort of sensible
approach where we don't on either side spend resources
wi th an expectation of actions by the other that end
up not being possible for one reason or another.

M. Fertel, | was puzzl ed by one aspect of
your job in that you had enphasized that the
resol ution of the i ssue of the programmtic | TAAC was
sonet hi ng that was of very high priority and needed to
be resol ved qui ckly. | appreciate the significance of
the i ssue, but the question | have for youis -- let
me just express my appreciation to M. Magwood for
joiningwithus this afternoon, the menbers appreci ate
it. And | apol ogize that we've gone a little over in
our time.

As to the programmati c | TAAC, | under st and
the significance of the issue, but | don't quite
understand its urgency in that this is sonething that
only would kick in after whereas, in fact, a
construction application filed in the context for
that, and we seemto be sone ways away fromthat.

MR. FERTEL: |It's a great question, and
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let ne try and clarify why we think it's high
priority. You started wth the dilemma of
uncertainty. Probably the thing that brings
significant certainty or uncertainty to new plant
depl oynment under Part 52 is how you inplenment the
entire | TAAC process. So, if you renenber the slide |
had where that was the first bullet, the | ast bull et
was to work carefully and closely with the staff over
t he next year or so to cone up with the verification
process for the I TAAC i npl ement ati on.

If programmatic |ITAACs are in, the
verification processis avery different verification
process, probably a nmuch nore conplex one,
programmatic | TAACs are not in. So, one thing we're
| ooking at in order to give confidence to the people
that are looking to deploy plants is that the | TAAC
process has a lot of certainty. | nean, it should
have tremendous rigor, should be done right, but it
shoul d have certainty.

So, the sooner we can define with the
staff and get agreement on how that process goes
forward, the greater the certainty in at |east one
maj or aspect of the regul atory process that coul d be
addr essed absent an application at this point, and may

actual ly stinulate applicati ons down the road, and if
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programmati c | TAACs hang out, it affects our ability
to do that.

| think the other thing, M. Chairman, is
t hat we honestly bel i eve t hat unl ess sonmet hing came i n
on the record fromthis Federal Register Notice that
creates a whole new path to go down, the information
exists to resolve it.

So, again, looking for action that says
yes, you can deal with policy issues -- whichever way
you want to deal with -- we obvi ously have a vi ewt hat
it can be resol ved one way versus anot her. The sooner
you do that and you do it in a concrete way, the nore
confi dence you give that other policy issues can be
resol ved. So, those would be the two reasons, one to
allowus toreally deal withthis verification process
substantively and, twd, to denonstrate that the
process when the information exists can get to a
deci si on.

CHAI RVAN MESERVE: That's hel pful. 1 was
really trying to understand whet her the context for
your 90-day recomrendati on was that there really was
a 90- day deadl i ne or whet her this was a Corbin McNeill
deadl i ne.

MR FERTEL: Wll, | thought it was

interesting. MNeill Years, | think, are six nonths,
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so | guess this is half a McNeill Year we're asking
for. And there's nothing magi c about 90 days, but
it's better than saying let's start thinking about it
form March of '02.

CHAI RVAN MESERVE: | had understood from
sone of the materials that had been submitted to us
fromthe staff in anticipation of this neeting, that
NEI was contenpl ating the subm ssion of a Petition for
Rul emeki ng i n Decenber of this year, that would sort
of provide the foundation for a suggestion that we
nove froma determnistic regulatory systemto a nore
ri sk-informed, perfornmance-based approach for future
pl ants, basically the clean sheet of paper approach.
s that still your intention, and howinportant isit?

MR. FERTEL: Qur intention is by the end
of the year, Decenber of this year, to have gotten
agreenment on the i ndustry si de on an approach to a new
ri sk-inforned, performance-based |icensing franmework
for newplants, for newreactors, and whether it wll
take at that point the form of a Petition for
Rul emaki ng or whet her we woul d think at that point we
woul d submit a white paper and try and enter into a
nore substantive dialogue |ike we did on the reactor
oversi ght process, | think the jury is still out on

our side as we evolve into -- and we obviously are
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going to be talking with the staff between now and t he
end of the year, too. So, the only thing | would say
is by the end of the year we woul d pl an on gi vi ng you,
gi ving the Comm ssion, sonething that would define
what we think is a good process for the future,
whether it's a Petition for Rulemaking, | wthhold
judgnment on that right nowbecause we may want to have
nore di al ogue before we get to that point.

CHAI RVAN MESERVE: That obvi ousl y woul d be
a very maj or undertaking on both sides. It nay be the
right thing to do, | don't want to suggest it isn't,
but if that's sonmethingthat'sreally seriously viewed
as inportant, that's the kind of activity for which
advanced planning in terns of resources is going to be
| mportant.

MR. FERTEL: We'Ill provide you our best
guess as you get into the budget cycle for the next
fiscal year, on what we think m ght be com ng down on
that particular activity. And right now, the way we're
| ooking at it is obviously we have applicants |ike
Exel on that's goi ng down the process absent this, so
we're not saying it's essential to have in place for
what's going on for the near-termreactors, but we do
see if we nove further down the road, if we get to

Bill Magwood' s Ceneration |V reactors or whatever, we
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think that having a newpart in Title X that actually
defines a risk-informed effective |icensing process
for new plants rather than try to apply Part 50 all
the ti me under the 52 banner, woul d be a good thingto
do, but we do recognize the inpact on resources, SO
"1l do what | can to give you enough warni ng on how
aggressi ve we think that needs to be.

CHAl RVAN MESERVE: Appreciate that.

M. Mintz, | have a factual question for
you, and | don't want to ask you to answer a question
you can't answer for whatever reason, you had
indicated that you expected a Board decision in
Decenber of 2001 both as to whether you woul d proceed
in South Africa and as to whet her you woul d proceed i n
the United States. Is it possible the Board would
deci de not to proceed in South Africa but still to go
forward in the U S.? Are these |inked decisions in
your strategy?

MR. MUNTZ: That is not possible now W
do not have the right to proceed with the technol ogy
absent the South African -- if the South African
proj ect has gone ahead, we cannot proceed here w t hout
proceedi ng there.

CHAI RVAN MESERVE: M. Johnson, one of the

t hi ngs that M. Magwood had t al ked about was t he Near -
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Term Deploynment Goup and its activities, and |
recogni ze per haps because the group i s still working,
you may not be able to answer this question, but |I'm
curious to the extent to which they are addressing
i ssues that bear on regulation issues that are
i ntended to be input to us as we think through these
processes that we've been di scussing today.

MR. JOHNSON:  Thank you, M. Chairnman.
The Near - Ter m Depl oyment Worki ng Group i s | ooking at
and addressing the institutional regulatory barriers
to t he near-termdepl oyment of newnucl ear capacity in
the United States. The regulatory aspects that
t hey' ve been addr essi ng to date and t he
reconmendations that they have made in an interim
report to the Departnment has focused primarily on the
denonstration of the NRC s Early Site Permt process
and t he Conbi ned Operating License process. Thereis
a feeling anobngst the industry that given the
uncertainty and the fact that no one has started down
those paths, that they would like to enter into a
cooperative cost-share programw th the Departnent in
a manner not unlike the certification of the ALW
desi gns.

So, I'mnot sure that the product fromthe

Near - Term Depl oynment Working Group is going to be
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something that really has a trenendous value to the
Conmi ssion noreso than what it has for both the
i ndustry and the Departnent.

And if | mght add, their final report is
due to be conmpleted in Septenber of this year

CHAl RVAN MESERVE: Thank you. Dr. Lyman,
several of your slides dealt with the issue of a
pressure-retaining contai nment and the fact that the
PBMR was not envisioned to have such a contai nment.
And this is really a question for ny education.

If it could be denonstrated that a
nonpressure retaining arrangenent is sufficient to
prevent the dispersal of radioactive material in the
event of a severe accident, is there any reason why we
shouldn't find that acceptabl e?

DR, LYMAN: Thanks for the question.
Vell, | think the key really is the sabotage i ssue in
connection with how you define the design basis and
beyond desi gn basis accidents that you regul ate for
There is going to be some nechani smthat will provide
for a dispersal of a nore severe destruction of the
core than may occur in anything but an incredible
accident. And so if there is a viable path by which
a sabot eur coul d destroy the core, danage the core to

the extent that you would have a greater fission
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product release than is predicted from the maxi mum
credi bl e accident, then | would say a containnment is
al ways prudent.

There are al so ot her issues -- the design
itself -- the designers have argued that you really
can't have the conventional kind of containnment
because that would inpeded heat renoval in their
design basis depressurization. Therefore, it 1is
actual ly i nconsi stent wi th havi ng such a cont ai nnent .
| think if that's the case, then the designitself if
fl aned.

CHAI RVAN MESERVE: | only know about this
from what |'ve been reading, and | read the sane
t hings that you do, and |'ve seen recently that the
clai mhas been that if it were constructed, it would
be constructed wi th sonmething | guess they are calling
a "citadel", which would be a heavily reinforced
structure that if it's what | believe, is what |
understand it is fromwhat |1've seen in the popul ar
press, woul d be sonething that woul d be able to deal
with an aircraft collision with the structure, and
presumably to deal w th sabotage events, but they
woul d still not be pressure retaining -- apparently
that's inconsistent with a safety case -- but there

woul d be filtered capacity to be able to prevent the
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rel ease of radioactive material. And |I'mjust going
to push you alittle bit, why in principle isn't that
an acceptable way to proceed, if it could be
denonstr at ed. | mean, | recognize it hasn't been
denonstrated yet.

DR LYMAN: Well, if you coul d denpnstrate
that the functions of a conventional |ightwater
reactor containment are not required to protect the
public health. 1'mjust not sure what it would take
to denonstrate that to t he degree that you woul d want .

| guess one issue is the accunul ati on of
carbon nonoxide if the graphite does ignite and the
fact that they coul d expl ode both causi ng nmechani ca
damage to the core and failing this building, unless
it were sufficiently pressure resistant. That's
certainly one nechani sm

And |I'm al so concerned not only sinply
with the containnent issue, but --

CHAl RVAN MESERVE: But woul dn't that be
hel ped by it not being pressure retaining -- | mean,
t hat you' d have the capacity torelieve that pressure.

DR. LYMAN. Well, that depends, | guess,
onthetinme, the repetitiveignition-- I'"mcertainly
not an expert in that -- but | would Iike to see the

anal ysis first that woul d denonstrate that you don't
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need what the Conm ssion now believes is required for
t he existing generation of plants. | think that's a
determ nation that will take nuch nore work than has
al ready been done on this design.

CHAI RVAN MESERVE: | don't want to suggest
that we've done that work, prejudged it, | just want
to understand the principles of your position here.

DR. LYMAN: And, again, it's not just the
cont ai nnent, but al so do you el im nate the contai nnment
and at the sane reduce the energency pl anni ng zone by
a factor of 40 and at the sane tinme reduce the
redundancy in safety? | nean, it just sees they are
real |y asking for too nuch at once. 1t should be nore
of an incremental process, and |, as you denonstrate,
as you have nore confidence in certain aspects of the
design, then you get relief in additional areas, but
not all in one package.

CHAl RVAN MESERVE:  Conmi ssi oner Dicus.

COW SSI ONER DI CUS: Thank you. M.
Munt z, your Decenber tine frame that you' ve suggest ed
that you woul d go to the Board or the Board wi |l nake
a deci sion about the Pebble Bed, how firmis that?
What kind of delays, how is the project in South
Africa that that mght --

MR. MUNTZ: That is absolutely firm That
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i s Exelon's Board and the other investor Boards wl|
consider the detailed feasibility report which has
been produced and distributed to the sharehol der
conpani es. There's no reason to delay that at all at
this point.

The South African Government will al so be
reviewi ng the detailed feasibility study, and in our
view that is a potential source of delay as the
Government considers do we want to go forward with
this venture, basically.

COW SSI ONER DI CUS: Ckay. | think the
ot her question that | want to ask will be very brief
here. W' ve heard what m ght be sonme of the barriers
to an application for a newlicense, a newfacility,
whatever it m ght be. Excl udi ng econom cs, Yucca
Mount ai n and other things, I'minterested in whether
or not there are other issues you would |ike to nmake
us aware of that are regulatory in nature, that you
have not made us aware of yet?

CHAI RVAN MESERVE: Let ne i ntrude for just
a mnute. M. Redding has indicated that he does have
to depart.

MR REDDING |'mvery sorry.

CHAI RVAN MESERVE: We wel cone your j oi ni ng

us here this afternoon.
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MR REDDING It's ny pleasure, and if

there are any questions for nme, |'d be happy to answer
them at another time. M apol ogi es.

CHAI RVAN MESERVE: Thank you very much for
j oi ni ng us.

COW SSI ONER McGAFFI GAN: M. Reddi ng and
Dr. Magwood nmade t he m st ake of actual |y bel i eving our
schedul e here, which we of course never do. Excuse
me.

CHAIl RVAN MESERVE: Was that --

COW SSI ONER DI CUS:  To anyone here.

MR, MJNTZ: | believe from Exel on and
PBMR s point of view, through the interactions that
we' ve had, we've surfaced the issues that we believe
will be relevant.

MR, GRECHECK: | would say that from our
perspective, | think the issues have cone up, and |
just want to reiterate again howinportant an el enent
of certainty is to the process. The nore uncertainty
there is, the less likely it is that decisions could
be nade in the near-termwhen we are faced wi t h havi ng
to nmake decisions about what kind of generation we
need to build in order to neet the needs, and the
country's energy needs are clear, we know that that

needs to be addressed, but as was said before, when
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you go to the Board and say, "W have a project we
want to do", all those uncertainties nmount up and you
have to understand where we are going. So, we are
certainlywllingtoparticipatetothe maxi numextent
that we cantotry toresolve all those uncertainties,
that's the major reason we're enbarking on this
project now. Even in advance of any recogni zed need
to build a nuclear station, we still think that it's
necessary to get intothis process nowand try to work
t hrough the issues and through the procedures that
when it actually becones necessary, there is sone
el ement of certainty as to what it wll take.

COWM SSI ONER DI CUS: Dr. Lyman, our staff
spoke to us earlier this afternoon about stakehol der
interactions. W've heard nore about stakehol der
interactions. Do you have any inpressions that you
would like to leave wth us about stakehol der
i nteractions?

DR. LYMAN:  Yes. | think, in general
over the years there seens to be --

COW SSI ONER DI CUS:  On this issue.

DR. LYMAN: On this issue in particular,
| think that the public -- that the staff is nmaking a
very great effort to engage the public and encourage

their participation in neetings and workshops. I
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think the i ssue real |l y goes beyond what NRC can do and
has to do with the resources of the public interest
comunity. You know, we are not well paid, we're
small in nunber, and it's hard to marshall the
resources to deal with every issue, the whole nyriad
of issues that arise in any one area that the NRC
covers. So, | have no conplaint with the staff's
attenpt to involve the public, but sinply the issues
are nore institutional in nature.

One concern | do have, it may not apply to
this issue because interactions are at a relatively
early stage, but the interaction of NEI with the
Commi ssion in general, NEI does have -- and the
i ndustry do have the resources to sustain a | evel of
commtnent that it's hard for the public to match, and
that's just a reality of the situation, but the NRC
m ght want torethink the level of interactionthat it
has with NEI and industry people at this point.

COW SSI ONER DI CUS: Thank you.

CHAI RVAN VESERVE: Commi ssi oner
McGaf fi gan.

COW SSI ONER McGAFFI GAN: | can't | et that
| ast go. We have to deal with people who are asking
us for licenses and for certifications, and we have to

do that, and | appreciate that there are about five
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people in the public interest groups and it's -- I'm
sure it appears unfair combat, but we have to conduct
our busi ness, and we encour age peopl e to be i nvol ved,
and we get great benefit out of it at tinmes. | nean,
| think, David, inthe revised oversight process, your
i nvol verrent i n some of the saf eguards i ssues has been
very useful in keeping us on our toes, even if we
don't always agree on everything. So, | appreciate
t hat .

But let ne just go back to M. Ferte
first. W have a nodel that worked on license
renewal , but it took alot of years of preparationto
get to the point where license renewal worked.
Calvert Ciffs did come in, what was it, '98 or ' 99 --

| guess it was '99 -- with their application-- '98 --
but that had been preceded by -- we had an SRP t hat
was in sone sort of draft. We decided we wouldn't
finalize it but get some experience -- we now have
finalized it in 2001. W had had enor nobus anounts of
di scussion wth industry. NEI had been putting
together atenplate for applications, which you hadn't
gotten consensus on, that we now in 2001 do have
consensus, but all of that work prior to 1998 hel ped

Duke and Cal vert at | east get their arns around what

an application should include and how the NRC, at
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| east the first order, was going to deal with it.

It seens to me in this case we don't have
a lot of that, and one of your suggestions, the | TAAC
one, was one that had a short tine, but it sounded
like you were also essentially asking for us to
devel op in partnership with you perhaps, as we did in
| i cense renewal, an application format for an Early
Site Permt, and perhaps, on our part, a standard
review plan which we should do ourselves, for
evaluating an Early Site Permit. And in the idea
wor |l d, | suppose we'd have an application tenplate for
a conbi ned operating |icense which the I TAAC, or an
i mportant part of verification for, and we woul d have
a standard revi ewpl an for howyou woul d deal with the
COL, although that's a little harder because it has
all these trees init as to whether it's referencing
an Early Site Permt or referencing a certified
desi gn, and presumably nmust al ready have sonme sort of
a process for doing certified design, since we have
done three of them

But should we be putting our enphasis at
this stage, you know, we face the other folks at the
table, who you also represent, but who are saying,
"Focus on ne, focus on ne", and then we have, you

know, you al so saying "Focus on the process”, and I
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t hi nk sone of themare saying focus on the process --
M. Grecheck is -- and get a process in place with as
much predictability as possible. So, if we | ook at
the license renewal nodel, it did take years to get
all those things in place. |Is that where our focus
shoul d be, and perhaps trying to shorten those years
or whatever?

MR, FERTEL: | think, Comm ssioner, you
|l aid out the program | think, that we're talking
about. We're planning on devel oping, as | nentioned
already, an Early Site Permt guidance for putting
t oget her an application. The same thing for COL
gui dance on our side. And what we'd look to do is
engage with the NRC staff to the maxi num degree they
can to nake sure their expectations are being net by
t he gui dance we're devel oping for the applications.
And | think the experience on |license renewal -- and
it was some very bad experience early on, which we
remenber with both Northern States and Yankee -- |ed
us down a pat h where what we saw were the benefits of
doi ng things which brought nore certainty. And |
t hi nk as Gene has said, and John and everybody el se,
for at least those who don't right now have an
application, | think Exelon has a specific plan that

they're noving down, and that should continue on
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what ever track t hey can proceed on and you can respond
to, but | think in parallel wth that for
fundanmental ly the rest of the industry that's | ooking
at ALWRs or other types of gas reactors, nore
certainty to the process adds trenmendous val ue to the
deci sionmeking, and | think taking into account
comments |like Ed makes, | just have to offer an
observation that from an NElI standpoint, but maybe
nore froma personal standpoint, | consider nyself a
menber of the public, and | basically think | want to
operate reactors as safe as anybody else in this
country, including you and David, and that's why |
listen to you and David a |ot.

So, | don't think having dialogue with
anybody from NEI or anybody fromthe industry, in ny
m nd, underm nes the goal of safe operations, it only
enhances it. You may add value to things we haven't
t hought about, and that's wonderful, but that doesn't
mean we don't want to operate as safely as possible.
So, | just think that's inportant.

COW SSI ONER McGAFFI GAN: The questi on,
t hough -- the applications that you' re going to cone
up with, the format for applications for an ESP, for
a CO., are you going to submt those as we did in

| i cense renewal to us for us to endorse? 1Isn't that
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what we did --

MR. FERTEL: | think that would be the
intent. That would be the intent, is to engage with
the staff, get it to a point where they coul d endorse
it.

COWM SSI ONER McGAFFI GAN:  Wasn't there a
bit of a -- | nmean, you also had the SRP to be
gl ancing at to say, "Ckay, this is what they're going
to judge us against, so this has to be in the
application". |Is there an SRP effort underway? |
shoul d have asked the staff for an Early Site Permt
or for a CO., so that you could go out and get
conments on? The answer is no. Ckay.

It strikes me that that's the way to get
sone certainty. | nean, if we don't have a standard
review plan as to how we're going to review an Early
Site Permt application, then that's our bible around
here, as | understand it.

MR. FERTEL: In sonme respects, |'msure
the staff is | ooking at readi ness. Wat you do for a
sitepermit isn't alot different than what youdidto
license a site in the first place.

COW SSI ONER  Mc GAFFI GAN: So it could
build of f of that.

MR. FERTEL: Yes.
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COWM SSI ONER Mt GAFFI GAN: Ckay. Dr.

Lyman, a lot of your comments were about the Pebble
Bed. | guess |'l| ask a | eadi ng question, know ng the
answer. Does that nmean that if one of these folks
wanted to take one of the certified designs at an
exi sting site, and Advanced Li ghtwater Reactor, that
woul d be cl ean sailing?

DR. LYMAN: Well, ny organi zati on does not
have a position on that per se. | haven't |ooked at
the certified designs in detail, really, to judge
their safety, but the larger issue we see in a
whol esal e expansi on of nucl ear power now has to do
with the nonproliferationissue and whet her societyis
really ready to support an extension and an expansi on
of the technol ogy that does produce weapons using the
materi al as a byproduct of its operation. So, inthat
general sense, | think that issue has to be factored
innmretolarger policy decisions that society has to
make about the expansion of nuclear power on a
particul ar reactor application.

COW SSI ONER McGAFFI GAN: This nation did
produce a fair anount of weapons-grade pl utoni um but
| don't think we ever didit inalightwater reactor,
and it would be a very inefficient way to doit, so |

-- but there's no nonproliferationissueinthe United
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States. If we wanted to produce plutonium which we
don't, we're trying to get rid of it, we would know
how to do it.

DR. LYMAN:. Well, there is a longer-term
i ssue, though, and | don't want to bel abor this point,
but the growing stockpile of spent fuel with a
declining radiation barrier will eventually pose a
greater proliferation problemthan it does now, and,
again, the rest of the world, the issue is pron nent
as well in a re-exam nation of nuclear power in this
country does have international inpacts.

COW SSI ONER McGAFFI GAN:  Agai n, anybody
who is -- | won't get into a debate, |I'Il pass.

CHAI RVAN VESERVE: Conmi ssi oner
Merrifield.

COWM SSI ONER MERRI FI ELD:  Thank you, M.
Chairman. M. Fertel, | want to followup a little
bit on a direction the Chairman started naking with
his question. When you were giving your opening
presentation, you wused a quote, "NEI and its
menber ship presumably are fully comm tted to buil ding
new pl ants".

Vel l, one of the things that we -- and |
mean the five of us on this side of the table -- are

grappling with right now is our 2003 budget. And
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there's alot of different things that the nenbership
of NEI is tal king about in the newplant orders, al ot
of ducks in the air, so to speak

Now, | am a fiscal conservative, and |
i ntend on i nposi ng the sanme disciplineto ny review of
t he budget in 2001 as | will this year. But for the
purposes of NEI, there's been a conflict here. In
years past, NEl has been very active in working with
t he Conmm ssi on saying you' ve got to reduce the fees,
you've got to reduce the anpbunt of npbney you're
spending on various things and inpose fiscal
discipline into all these things that potentially we
may or may not have to grapple with in new plant
orders.

And so how-- | only want a nore directed
answer fromyou -- how are we as a Conmi ssion, given
the past history of NEI telling us to keep things
down, are going to balance off with all the possible
things that you may want fromus with new |icensing
issues in ternms of trying to determ ne where we're
going to spend sone noney in the Fiscal Year 2003
budget ?

MR, FERTEL: | think we still want you to
bal ance things off and to be a fiscal conservati ve and

make sure you expend your resources appropriately.
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So, | don't think the fact that we see new things
happeni ng nmeans we want to deter fromthat approach

COWM SSI ONER MERRI FI ELD:  But is there a
recognition anmong the menbership of NEI that all of
t hese requests conme with a cost, and it's possible
they' re borne by NElI, and that we're going to have to
find nore noney -- and that's not necessarily just
finding it out of our current resources, it neans nore
t han what we have now.

MR. FERTEL: There is $10 million put in,
and we certainly haven't fought the $10 m |l li on bei ng
put in, so that's an indication that we think nore
noney might be necessary. | think the other thing
that | would say i s necessary -- and we have said this
on the record in testinony and letters to the
Conmi ssion -- is a harder |ook at how the noney is
bei ng spent today because the vast bulk of it isina
|l unp sum sort of al nost overhead account, the way
it's dealt withfor license fees, and | think that the
nore diligent |ooking at that, Conmm ssioner, you may
find that there is noney. Now, your problem| don't
think is only noney, | thinkit's what Dr. Travers and
others and the Chairman spoke about, which is the
ri ght resources, the right experience to put on the

task that you have. So, | actually think noney is only
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part of the issue, it's the skill and the capability.

For your next fiscal year, t wo
observations |I'd make. One is there's sonme things for
sure that are comng up the next fiscal year that |
think the people at this table have identified that
will happen. There are sone things that were
di scussed that are iffy, they may or they may not
happen. And | think you could plan for the sure stuff
and you coul d rai se questions on what it would take to
t ake the next step and ask us maybe by when we could
get you better information on the iffy things.

The other thing that | said during ny
comments and | think is true, is that a lot of the
uncertainty on our side will clear up over the next
three years, but it will stay uncertain and fuzzy over
the next three years because conpanies are trying to
make deci si ons on what they want to do, how t hey want
todoit. There's a lot going on |ooking at how you
actually pull together conpanies that will do things
jointly to nove down the road, but that is stil
cooking. It is still being put together. People are
t hi nki ng about it, you know, what does it nean --
where is the AP-1000 going to be, where is the Pebble
Bed going to be -- a year from now.

COW SSI ONER MERRI FI ELD: | appreciate
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that, and 1'll defend the Conm ssion and the staff,
and | think we i npose great discipline on howwe spend
noney around here, and that we chall enge our staff,
and they do continue to find ways in which to i nprove
our resources and our efficiencies to make greater use
of what we have. W can have a whol e debate on that
anot her day, which | think we need not have ri ght now,
but |I raise this because there is a doubl e-edged
sword. The nore to which we are conservative in the
ways i n which we are limting the anount of noney t hat
we are spending, the noredifficult it will be to neet
t he ki nd of deadl i nes and expectations that are being
rai sed by the nenbers of NEI. You can't have it both
ways, and | just sort of lay that out.

MR. FERTEL: Let me be clear, we don't
want to have it both ways, so you need to tell us what
you t hi nk you need, as the Chairman did in his letter
to the Hill, in order to neet the things that we're
asking to be done, and at least let us either tell you
we' ve deci ded we don't want you to do that anynore or,
yeah, we fully support you and we'll help you get
t hose resources. And ny conment on efficiency, |
think the staff has been very efficient in a |ot of
t hi ngs. My comment is alnbst on how you are

accounting for stuff when you |l ook at the |icense fees
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charged to |l i censees and you | ook at the two bi ns, one
binis very specific, but it's a small portion.

COW SSI ONER MERRI FI ELD:  And we can get
into the whole issue --

COW SSI ONER Mt GAFFI GAN: If EPRI were
here, all the exenptions -- you know, the nunber of
exenption requests we get fromfolks is quite |arge,
whi ch pushes everything into the annual fee. The nore
exenptions we get, the nore --

COW SSI ONER MERRI FI ELD:  Thi s coul d go on
for along tinme. | want to refocus on a bullet you
had on Slide No. 4 and talk about the four focus
areas, one of them being nmaintaining robust
infrastructure for current and future plants, and one
of the subjects which is hardware.

Now, given the fact that we, as a nati on,
really don't have the kind of infrastructure that we
had before to manufacture many of the |arge reactor
conponents, we don't nanufacture any steamgenerators
in the United States, for exanple. How is NEl
addressing this matter as it's going forward with a
potential for new plants being ordered, and to what
extent have you thought about the regulatory
i mplications that m ght occur from having so many of

the | arger conponents potentially being manuf act ured
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i nternationally?

MR. FERTEL: 1 think goingto your comment
on how you set priorities given what we're asking for
there, simlarly within our shop and within the
i ndustry, right now the focus on infrastructure is
very heavy on human capital, and there's a |lot of
t hi ngs happening this year trying to figure out what
t he human capital needs are over the next decade or
nore. On the hardware side, we haven't kicked of f any
aggressive effort, but it was going to be focused on
getting the suppliers together and sitting down with
t hemand t he construction fol ks and fi guri ng out where
right now you actually do get these resources. I
t hi nk your comment on the regulatory inplications, to
be honest, was one that was not prom nent in my mnd.
It may have cone up certainly once we started the
process and |I'Il factor it in, but we're probably --
enbryonic would be actually further along on the
hardwar e side right nowthan giving it credit. W are
novi ng aggressi vely on human capital, and then we're
going to kick off something later this year on the
hardware side, and | think 1'Il factor in your
comments and keep you i nforned.

COW SSI ONER MERRI FI ELD: Dr. Lyman, |

want to go to your Slide No. 6. You, in comrenting on
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t he Pebbl e Bed fuel performance, you stated that the
robustness of the fuel is being oversold in that
significant fission product release can occur well
bel ow fuel degradation tenperature.

Now, as the Chairman has nentioned,
there's a lot of information that's been provided in
the public nedia and other information has been
provided to our staff about this fuel and what it may
or may not do. And I'm just wondering if you have
anynore neat that you could put on the bones of those
statenents and upon what you are basing that
particul ar theorem

DR. LYMAN: Yes, at an ACRS wor kshop on
this last nonth I showed sonme of the graphs. The
bottomline is that public neetings Exelon is going
around sayi ng that the reactor can't neltdown. It's a
wal kaway safe reactor. It has it's | oss-of-cool ant
accident. The fuel will never reach a tenperature at
which it's threatened, and that's it, then you don't
need a contai nnent, et cetera. But if you |l ook at the
actual performance of the fuel from Gernman and from
Japanese reactors, you find out that cesi umdoes | eak
out of the fuel at tenperatures which are bel ow --
they are above the 1600 degree Celsius nmaximnmm

tenperature they' ve defined, but they are well bel ow
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2000 degrees which is when the fuel actually starts to
degrade and gross failure occurs.

And so then the question -- sothis starts
occurring at maybe 1700, so the question is, what are
the error bars associated with the maxi num fuel
tenperature in accidents and those things. So, |
think just looking at the actual data, the public

cl ains being made in the nedia and other public fora

by the licensee are exaggerated. | don't think that
hel ps the debate. | understand that NRC eventually
will require that data, but it's going to be a

somewhat ti ne-consunm ng process, and sone of that test
work, as | said in ny presentation, m ght have to be
done, | would think, domestically on the actual fuel
which its plants have used for the reactor, which is
different fromthe Gernman fuel which was thori an-based
at least in the larger reactor.

COW SSI ONER  MERRI FI ELD: Thank you,
that's hel pful. M final questionis for M. Matzie.
I n your slides, you di scussed noving forward with t he
IRIS pre-application review in Fiscal Year 2002.
W' re obviously going to have a | ot going on in the
wor k that we're doing in AP-1000, and | was wonderi ng
if you had given nuch thought to the issues of NRC

resource i nplications over the next couple of yearsin
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dealingwith IRISvis-a-vis dealingw ththeresources
associ ated with AP-1000. We do have a |limted nunmber
of fol ks around here, and we certainly don't want to
rob Peter to pay Paul, and |I'm wondering if you've
t hought about that in the bigger context of all the
ot her things that we have going on underway at the
NRC.

DR. MATZIE: Conm ssioner, yes, we have
gquite a bit of thought on that. It's very clear
wi thin Westinghouse our top priority is AP-1000
licensing on the kind of schedule that | had
presented. |If it becane a real resource limtation,
that would be the signal we'd give you, and I'min
fact giving you that now.

On the other hand, we Dbelieve the
interaction on IRIS will be relatively small for
sever al years. It's nmore to continue the
famliarization, it's noreto properly ensure that if
we gointotesting that, the matrices and the tests we
do woul d be sufficient to give the confidence to the
staff. So, IRIS will be Ilowlevel of resource
requi rements probably until around 2005, at whi ch case
we believe, or certainly are very hopeful, that all
the real AP-1000 |icensing would be over.

COW SSI ONER MERRI FI ELD:  Thank you, M.
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Chai r man.

CHAl RVAN MESERVE: Thank you. M. Burns
has sent ne a note to say that he would i ke to give
sonme further thoughts on his response to one of the
guesti ons he was asked about earlier.

MR. BURNS: And | want to slightly anend
ny answer to Conmmi ssioner Merrifield. I n paging
t hrough Part 52 here during the discussion, | notice
there are two provi sions, one in the subpart on Early
Site Permits and one in the subpart on Design
Certifications, which do allow an applicant to
reference a design certification application that has
been docket ed but not granted, or an Early Site Perm t
whi ch has been docket ed but not granted. And for sone
reason, we didn't put that into the contents in 52.79,
but this is what it says: "An applicant for a
construction permt or a conbined |icense may, at its
own risk, reference such an application". And so
al though it does indicate you could do that, when it

says "at its own risk", you still have this issue.
You don't have issue resolution until that design
certification becones final, or that Early Site Permi t
beconmes final. And, really, | think, in context of

t he conbined operating license, if you have those

t hree going at once, the | ast one out the door would
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necessarily be the conbi ned operating |license, could
not be resolved until those others are done. And so
you really don't have a parallel path that | think
they all cone to resolution at once, but | wanted to
make that anmendment. For sonme reason, the
subparagraph i s buriedin sections called"Duration of
Certification”, which I'mnot quite sure why we wound
up putting themthere ten years ago, but they are in
there, so | leave it at that.

CHAI RVAN MESERVE: You nean as an aspect
of our regulations that's confusing?

(Laughter.)

"' m shocked. Wll, on behalf of the
Comm ssion | would like to thank the staff and the
st akehol ders who have joined us this afternoon for a
very informative discussion. You've helped us to
frame sone of the key issues, and we have | earned a
| ot, and they are i ssues that | think we will face and
it's obvious that you are going to be facing as wel |,
and we | ook forward to working with all of you. Wth
that, we are adjourned.

(Whereupon, at 4:40 p.m, the neeting of

t he Commi ssi on was concl uded.)
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