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P-ROCEEDI-NGS
(8:41 a.m)

MR. CAMERON: Good norni ng, everyone, and
wel cone to the first part of a two day neeting. This
norni ng we' re goi ng to have a roundt abl e di scussi on on
t he potential inpacts of industry consolidation. And
Herb Berkow fromthe NRC staff will be explaining in
a few mnutes what the relationship of this industry
consolidation roundtable is to the afternoon and
tomorrow s session on deregul ation.

My nane is Chip Caneron, |I'mthe Speci al
Counsel for Public Liaison here at the NRC. And I'm
pl eased to serve as the facilitator for the roundtable
di scussi on this norning.

| wanted to say a few words about the
process for the roundtabl e di scussion before we get
i nto the substance of this norning' s discussion. And
first 1'dliketo talk about the related issues of the
obj ective of the roundtabl e discussion this norning
and the format for this norning' s discussion.

The obj ective of this norning' s sessionis
to enhance the information in the witten comrents
that the NRC has received on i ndustry consolidati on.
And we're trying to enhance those conments by havi ng

a di scussi on anong t he peopl e who represent interests
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that are concerned and also know edgeabl e about
i ndustry consolidation issues. And in a few nmonents
we' | I have introductions around the table.

The NRC has heard separately frommany of
you and frommany of your organi zations, and now what
we'd like to do this nmorning is to have you
comuni cate with each rather than just to the NRC so
that we can see if there's any new information, find
out what the priorities are here, the extent of
agreenent or disagreement, are there any issues that
haven't been identified yet.

In terms of format, given this objective
and al so our limted tine together this norning, what
"' mgoing to suggest is for each topical area, and
think you -- if you do have an agenda and if you
remenber the Federal Register notice that the NRC put

out on i ndustry consolidation, there were a nunber of

topical areas identified. For example, plant
oper at i onal safety issues, licensing issues,
i nspection and enforcenent and so on. And I'Il talk

alittle bit nore about that when | give you an agenda
to reviewin a mnute.

But for each topical area there will be a
tee up of that area by the NRC staff, very brief, to

gi ve you sone context. And what 1'd like to dois ask
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t he external participants toidentify a major concern
that they have inthat area. And I'Il list all of the
maj or concerns, and then what I'd like to do is go
back and have a di scussion anong all of you on that
maj or concern.

We don't, obviously, have time to di scuss
all of the areas, all of the coments on industry
consol i dation. W al ready have your witten conments.
So what we'd like to do is just get sonme val ue added,
so to speak, of having a discussion anpong you.

We do have sonme seni or NRC people at the
table with us today, and they are here to listen to
t he di scussion, to provide informati on as necessary on
areas that you mght inquire about. And also to ask
you questions about the reconmendati ons and concerns
that you may bring up today.

We have nane tents, what are called nane
tents in front of each of you. You probably would
need bi nocul ars to be abletoidentify each other with
t hese. But one purpose that they will serve if you do
want to nake a comrent, if you could just put this up
like this sothat I'lIl know who wants to tal k and you
won't have to keep your hand up in the air
continuously if you want to say sonet hi ng.

Wien you do speak, please give your name
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tous. W are having atranscript taken and this wil|
hel p our stenographer to identify who is speaking.
And if | could also ask you just please just one
person at a time tal king this norning.

And we wll, even though we do have
limted tinme, at least a couple times during this
norning's session we'll try togo briefly at least to
t he people in the audi ence for any comrents on what
t hey have heard today.

Agenda, we're goingto have a wel cone from
Bill Kane in a mnute. Bill Kane is our Deputy
Executive Director for Operations for Reactor
Prograns. And he's going to say a fewwords to us in
a mnute.

After that we're going to have Herb
Ber kow, who is at the table right up here. He's going
to give a context on industry consolidation and if
there are any questions, we can ask Herb those
guestions at that tine.

Then we're going to get rid of this

contraption, which is necessary but | think it bl ocks

t he comuni cati ons, so we'll push that out of the way
and we' Il go through each topical area. W' |l have an
NRC st aff person give you a context and then we'll go

i nto our discussion.
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And | would just thank all of you for
taking the tine to be with us this norning. And what
I"d like to do is just go around the table and ask
each of you to i ntroduce yoursel ves, tell us what your
affiliation is and if you would like, give us a few
sentences on what your interest or concerns in this
particul ar area of industry consolidation is.

And, Jack, could we start with you?

MR. NEWMAN: Yes. |'mJack Newman. | am
a recovering |l awer and now Vi ce Presi dent for Federal
Affairs with the Nucl ear Managenent Conpany. As nany
of you know, Nuclear Managenent Conpany is a
relatively new entity. It operates under contract
ei ght nucl ear power plants in the mdwest. And we
have a, obviously, an interest in the NRC s program
for dealing wth the issues that arise in
consol i dati on because, in fact, we are aggregators.
We have eight plants now, but we expect to have
several nore, and I'll address that |ater

MR, CAMERON: Thank you.

MR FLOYD: |'m Steve Floyd with the
Nucl ear Energy Institute, NEI is the organization that
represents not only all the power plants, but all the
material |icensees that own and operate facilities in

the country.
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We're obviously very interested in any
activities that the NRCis undertaking as they | ook at
t he consolidation efforts to assess the inpact that
they mght have on the various nenbers of our
or gani zati on.

MR. STENGER |'mDan Stenger with the | aw
firm of Ballard, Spahr, Andrews and Ingersoll of
Washi ngton, D.C. We represent nuclear utilities and
filed coments on the NRC s prelimnary inpact
assessnent .

Qur chief concerntry to make sure as the
i ndustry consol i dates, t hat we gain benefit
sufficiently so that we can align at reducing
unnecessary regulations and achieving sone other
regul atory --

VMR, CAMERON: Use your mkes, please.
Thank you, Dan.

MS. FEDERLI NE: Good norni ng. [ m
Mar garet Federline. |1'mDeputy Director of the Ofice
of Nucl ear Material Safety and Saf eguards here at the
NRC. O course, we have oversight responsibility in
several areas that are related to the topics of
deconmi ssi oni ng of nucl ear power plants, spent fuel,
transportation and storage and fuel facilities. So

I|"m here today. |I'm very interested to hear the
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concerns of the parties that are neeting.

MR. LOCHBAUM David Lochbaum nucl ear
saf ety engi neer for the Union of Concerns Scientists.
Over the last five years one of our major focuses was
on mai nt ai ni ng nucl ear safety during deregul ation, at
| east up until the tine the NRC pul |l ed the plug on the
availability of information that was necessary to do
that nonitoring. Solately I've been catching al ot of
novi es and ot her things.

MR. CAMERON: Ckay. Thanks, Davi d.

Jon

MR,  JOHNSON: Good nor ni ng. ['"'m Jon
Johnson, Deputy Director of the Ofice of Nuclear
React or Regul ation. We'recertainlyinterestedinthe
saf ety performance of all our |icensees and interested
in any effects on our responsibilities to |icensing,
oversi ght of these facilities that m ght be affected
by consolidati on.

MR, CAMERON: Thank you.

MR TOELLE: 1'm Steve Toelle. 1'mthe

Director of Regulatory Affairs for USEC

MR VWHTE: |1'mGeg Wite. Let ne try
that again. I'mGeg Wite. I'mwth the M chigan
Public Service Conmm ssion. I"m al so representing

today the National Association of Regulatory Uility

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

10

Conmi ssioners. W are first and forenpst economc
regul at ors. W have an intinmate role in the
deregul ation of the electric wutility industry,
primarily as inplenmenters but also as policy setters
as wel | .

| appreciate the opportunity to be here

and we do have in some states a safety conponent as

well, but largely we are econom c regul ators. Thank
you.

MR KING |I'mTomKing, |I'ma division
director in NRCs Ofice of Research. We had

sponsored a study whi ch was recently published on the
ef fects of deregul ation on safety. |t was done by the
Uni versity of Wsconsin, which is the subject of this
afternoon's session, but it's closely relatedtothis
norning' s di scussionas well. So, we'reinterestedin
heari ng what the participants have to say.

MR, CAMERON: Thank you.

MVar c

MR. DAPAS: |'mMarc Dapas, currently the
Deputy Director in the Division of Nuclear Mteria
Safety in Region 3. Prior to transition to the
material side of the house a year ago, |'ve been
i nvol ved i n the reactor and i nspecti on programfor the

past 11 years. I"'m a menber of the Industry
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Consol i dati on Worki ng Group, and ny area of focus was
t he i npact of consolidation on the NRC s inspection,
enf orcenent, assessment, and all egati on program

MR. BERKON M name is Herb Berkow. |I'm
the Project Director for Region 2 plants in the
Di vi sion of Licensing and Project Managenent in NRR
And | headed up the working group that conducted this
effort.

MR. CAMERON: Ckay. Thank you, Herb.

|"d like to go nowto M. Bill Kane, who
as | nentioned, is the Deputy Executive Director for
Operations for the area of reactor operations and Bil |
has some wel comng remarks for us. Bill?

MR. KANE: Thank you, Chip.

W'dliketo, first of all, welcone youto
the NRCs Nuclear Industry Consolidation and
Der egul ati on | ssues Wor kshop.

Until the past fewyears therewas little
change in the deregul ation and consolidation in the
nucl ear industry. Since that tinme we' ve seen dynam c
changes in how the industry is organized and the
busi ness environnent in which it operates. Two
phonomani a are driving these changes.

First, economc deregulation of the

el ectric power industry. About half the states have
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enact ed deregul ation or have legislation in place to
do so. And two, of course, industry consolidation
specifically nucl ear i ndustry consolidation, whichis
| argely a result of deregul ation.

These two phonomania are occurring
si mul t aneously and we not only need t o be cogni zant of
t he changi ng environment, but we nust stay at | east
abreast with and preferably ahead of the wave.

Qur principle concerns are how this
changi ng environment mght affect safety, in the
performance of all of our |icensees and whet her there
are areas of NRCoversight that m ght be significantly
af fected by consolidati on and/ or deregul ati on.

The staff undertook two conplinentary but
separate efforts to address concerns. One is an
agency wide staff effort to identify and assess the
potential inpacts of industry consolidation on NRC s
regul atory role and responsibilities. This norning's
session of this conmbined workshop wll focus on
nucl ear industry consolidation issues.

The second effort is the Ofice Research
sponsored study effort to identify possible
consequences of econom c deregul ati on onthe safety of
nucl ear power. This afternoon's session and

tonorrow s session will focus on these issues.
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There's sone obvious areas of overlap
bet ween deregul ati on and consolidation issues, and
we' ve designed the sessions to mnimze duplication

As | was thinking about this earlier, of
course, the tragic events of Septenmber 11'" have al so
resulted insignificant challengestotheindustry and
al | aspects of what we do i ncluding security. | would
| i ke to encourage you to include this area in your
di scussions to the extent that that's practical.

W appreciate your participation and we
wel cone your input. These workshops are very val uabl e
to the agency, and | hope to all of you. | hope you
will find the next two days productive.

I'd like to thank you again for
participating in this nost inportant workshop.

Thank you. Chip?

MR. CAMERON. Thank you very nuch, Bill.
And | would note that Bill nentioned security. Qur
| ast topical discussion this norning is going to be
t he probabl y overwor ked ot her i ssues, but there may be
i ssues |like security. There may be ot her things that
weren't identified by the staff, NRC staff in the
Federal Regi ster notice that you want to bring up and
tal k about. And also if there are issues of

i nteraction between industry consolidation and the
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deregul ati on study, please bring those up. And also
t he deregul ati on nmeeti ng; sone of the panelists today
are going to be on the panel for that neeting, but it
also is open to the public. So we invite you to all
attend that.

Let's get right into a context, and
overview for this and go to Herb Ber kow and t hen we' ||
go to you for some questions and then di scussion.

Her b?

MR. BERKOWN Good norning. And et ne add
ny wel cone to everybody. We're very pleased to see a
good turnout.

As Bill nmentioned, this workshop i s going
to address two conplinentary efforts, but efforts that
wer e done separately and with di fferent nmet hodol ogi es.
There's obviously areas of overlap. This norning's
session is consolidation. 1n doing the consolidation
effort, we obviously raninto sone deregul ati on i ssues
al so, and I'msure that the deregul ation effort al so
i ncl uded some consolidationissues. W'll try to keep
them separate to the extent that that's appropriate.

The effort that we' re going to be covering
this norning stens froma staff that was started | ast
year at the reconmendati on of Comm ssioner Diaz, and

it's nearing conpletion at this point.
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Qur task was to identify and assess the
potenti al inmpacts of nucl ear i ndustry consol i dati on on
NRC s regul atory role and responsibilities. To put
the effort in perspective, for those of you who are
not famliar with what we did, I would like to just
gi ve a brief overview of what we di d and how we got to
where we are today.

W want to | eave as nmuch tine as possible
for the focus area discussions.

The next slide shows the focus area
di scussions. The first six are categories that we
covered in our assessnent, and as Chip pointed out,
the final one is for mscellaneous things that cone
up.

We need your input today in order to
bal ance our assessnents. The first part of what we did
was totally in house. W had little or nointeraction
with external stakehol ders. And so this is an
excel  ent opportunity for us to get your input.

VWhen |''mfinished with the introduction,
the | ead staff persons will give a brief overview of
their categories and then open it up to discussion.
Then Chip will give arecap and we're hoping to end at
about noon tinme.

Ckay. W fornmed a working group with
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seni or staff menbers fromjust about every office in
t he NRC. W did a prelimnary scoping effort to
identify all of the regulatory oversight areas that
could potentially be affected by i ndustry
consol i dati on and what those inpacts mght be. And
then we did an assessnent of their effects and
signi ficance.

For our definition, for our purposes, we
defined consolidation as consisting of nergers,
purchases, formation of hol di ng conpani es, operating
conpani es, alliances and ot her fornms of restructuring.

Since 1998 we've received about 100
applications for license transfers of all fornms. And,
as you know, the NRC nmust approve license transfers
before they can be i npl emented. | should note that as
part of our effort we are not attenpting to resolve
the identifiedinpacts or torecomend changes at this
stage, only to highlight what the potential
significant inpacts are and what needs to be done to
consi der them further

W're in a period of very rapid and
dynanmi ¢ change. W have limted, very linmted
experience in interacting with consolidated cross
regional licensees, and it would be premature at this

poi nt to propose any significant changes. However, we
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need t o be awar e of the changi ng external environment.
W need to be proactive and at |east take the
necessary steps to understand what the possible
ef fects m ght be on our regulatory role so that we can
act appropriately when we need to.

The next several slides, actually, just
show the ei ght areas that we covered, and we'll just
run through them very quickly.

Pl ant operational safety, which of course
i s our nunmber one area of interest, had six issues in
it that we cover ed.

Li censi ng, which had four. I nspection
enf orcenment and assessnent, the ROP, of course, our
rel atively recent ROP, nonreactor i nspection prograns,
enforcenents and al | egati ons.

The next three were areas that had no sub-
i ssues under them They were just individual issues.

And financial which had six itens to it.

And then finally for | ack of a better nane
we called it non-NRC regul atory consi derations.

For each issue we identified the positive
and negative potential inmpacts with primary enphasis
on consolidation. But as | nmentioned before, sone
areas are i npacted by consolidation and deregul ati on

and it was difficult to separate the causes.
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There's great potential for positive
outcones in safety performance as a result of
consol i dati on because of the opportunities that it
offers for efficiency and i nnovati veness and ability
of licensees with | arge nunbers of plants to benefit
fromthe econom es of scale and to devel op centers of
expertise and experi ence bases that arenore difficult
to do in a dispersed industry. However, these
potential positive outcones can become negative
outcones i f consolidationis not i nplenmented properly.

Once we identify the i npacts, we assessed
their significance on our oversight functions. And
then the next slide. W asked do we have our arns
around the i ssue or do we need to consi der changes or
additional effort.

After the prelimnary assessnents for each
of the 25 issues that we covered, we nade a
recommendati on based on our prelimnary assessment.
Recommendation for followup effort. And the
reconmendations fell into one of three categories.
Ei t her we recommended no further action at this tinme
because there's no i npact or the current efforts that

we have ongoi ng are adequat e t o address t hose i npacts.

The second category was we're really not
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sure at this tine. It seens that there are potenti al
i mpacts, but our current regulatory infrastructure
appears to be adequate in the short term and that we
need to continue to nonitor and evaluate |essons
| earned as we get nore experience with consolidated
| i censees. The recommendations for nost of the issues
fell into the second category.

And the final category was that further
staff eval uation or other effort i s indicatedin order
to further define the need for possi bl e changes. Sone
action is appropriate.

Following Commission review of our
prelimnary assessnents we got perm ssion to publish
them in the Federal Register and on the external
website for external stakehol der conmment. We got a
| ot of very good comments and all of those coments
i ncl udi ng ones we get here today will be addressed in
our final Conm ssion paper either by nodifying our
assessnent or explaining why we didn't in response to
t he coment.

W expect to get additional valuable
per spectives today and based upon this input and the
witten coments, we're going to finalize our
assessnent s and recommended f ol | ow ups i n a Conmi ssi on

paper, a final Comm ssion paper sunmari zi ng the effort
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by the end of this year.

Even t hough we're | ooking nore carefully
at what we nmake available to the public these days,
|"m pretty sure that these assessnents will be made
public and the transcript fromtoday's session wl|
al so be publicly avail abl e.

Are there any questions on the process or
what we did to get to where we are today? If not, we
will go into the next --

MR. CAMERON: Well, let's seeif there --
yes, this is a time to ask about schedules and
met hodol ogy, issues like that. And | guess if we
could -- while we're doing the questions, maybe we
coul d nove the projector out. And Jay, who you will
be neeting | think later on this afternoon, is the
proj ect manager, | believe, on the deregul ation i ssue
but has all sorts of duties and assistance that he's
gi ving us today.

Questions for Herb on nethodol ogy, what
the NRC is doing here, why it's doing it?

Dan, let me bother you by just saying |
think if you could speak into this -- oh, this one
isn't working. Al right.

MR. STENGER: Herb, | was just wondering

how many comrents you received on the prelimnary
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assessnent ?

MR. BERKOW | believe we got sonethingin
t he nei ghbor hood of 75 comments, about hal f of which
were in general agreement with what we did and they
m ght have said, you know, we're in agreenent but you
know per haps you should consider this or that. And
about one-third of them!| think took issue with sone
of the things that we said or had a different
perspecti ve.

W  got cooments from about ten
organi zations and a few indivi dual s.

MR. DAPAS: W' re al so going to highlight
the significant coments as we go through our
i ndi vi dual area sunmaries for you.

MR. BERKOW Yes. Yes, as we go i nto each
focus area, we'll give a brief overview of what the
signi ficant comments were.

Ckay. Thank you.

MR. CAMERON: Just one ot her point on the
comment issue. Are those comments available for
people to -- | know they're avail abl e, but where are
t hose comments available if people want to | ook at
t henf

MR,  BERKOW | don't believe they're

avai |l able on the external website. They will be
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di scussed in the final Comm ssion paper

W can certainly mke these coments
avai l able. | have them consolidated and if anybody
wants a copy, | can mail a hard copy of them

MR. CAMERON:. Ckay.

MR. BERKOW  But we've been using them
just for our own purposes.

MR. CAMERON: All right. If you do need

a hard copy of all the cooments, please talk to Herb.

MR. BERKON See nme and |'Ill see that you
get them

MR. CAMERON: For a copy of that.

MR, BERKOW  Ckay.

MR. CAMERON: kay. Thank you very nuch
Her b

Let's nove right into our first area,
which is plant operational safety issues. And I'm
going to ask Tony Mendiola fromthe NRC staff. Tony
is also on the working group and he's just going to
give you a brief context and then let's go and see if
we can identify some nmmjor issues for further
di scussi on.

Tony?

MR. MENDI OLA: Good norning, everyone.

My nane is Tony Mendiola. I'mwth the
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O fice of Nucl ear Reactor Regul ation. | amone of the
panel nenbers and one of the people responsible for
two of the six sections, the category sections that
t he working group has | ooked at.

The first section we're going to talk
about, of course, is plant operational safety. It is
one of the l|argest sections and one of the nost
commented sections of the prelimnary inpact
assessnent. And it is, fortunately because of its
size, a little difficult to assess. | kind of had
hoped we had | eft the slide up there on that category
so we can refer to it.

What | intend to do at this point is to go
t hrough the various six main issues attached to that
category and the prelimnary findings and the
significant comments we received. Because of its
sheer size, this nay take a few mnutes and | wll
reiterate the main i ssues at the end, but | think all
the main i ssues need to be put up or teed up, if you
will, as Chip as used so we can discuss the entire
category at one time versus the individual areas.

So, let me go through. The nmain siXx
i ssues that we did assess were possible cost cutting
initiatives, technol ogy rel ated i ssues, the spent fuel

storage and transportation, low |evel radioactive
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wast e managenent, ener gency preparedness and rel i abl e
of f-site power.

So, let ne gotothe first one, which was
t he possible cost cutting initiatives; basically the
i ndustry's pressures to operate efficiently. The
prelimnary findi ngs and recommendat i ons t hat cane out
of our report provided that, of course, that the NRC
must renai n focused on operational safety and be able
t o assess and react to industry activities that appear
to have an adverse effect on safety.

It was felt that augnented staff expertise
may be needed to i npl enent oversi ght responsibilities
in the face of changing industry environnent.

The st aff assessnent process nmust have t he
flexibility to respond to adverse safety perfornmance
trends yet remain free from inducing unnecessary
regul atory burden.

The recommendation on this area fromthe
staff assessnent, quite clearly was that we need to
continue staff nmonitoring usi ng our current oversi ght
processes which we felt were adequate to provide early
identification of issues that would need to be
addressed. And, of course, take any resultant staff
action which may cone fromthe identification of new

| Ssues.
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The nature of the significant comments we
received on that area involved the concern over the
ef fects of econom c concentration of the industry and
t he absence of human performance considerations for
this issue. And to summarize, that was the possible
cost cutting initiatives issue.

The second issue that was under this
category was technology related issues which dealt
with new advances and practices. The overall
prelimnary findingsinthis area found that the staff
bel i eved that there coul d be potential issues that may
arise fromthe consolidation that would require nore
experience in operational information, and that this
i nf ormati on and experi ence woul d be i ncorporated into
our staff eval uati ons and hopeful | y provi de confi dence
i n our oversi ght or newtechni cal chal |l enges, and t hat
t hese woul d be nmet effectively.

The staff recomrended t hat we continue to
enphasize and review the plant informational
information and be alert for any indications of
anything that's unexpected or sonething new to us.
And then we would consider the proper program
nodi fications, including those that we woul d pass on
to research for long termreview

The nature of the significant coments we
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received on that issue involved primarily the
financial takeover of older plants and the NRC s
adoption of ri sk inforned perfornmance based regul atory
appr oaches. And that was the area of technol ogy
rel ated issues.

The third issue had to deal with spent
fuel storage and transportation. The prelimnary
findings and recommendations in this area found
basically the staff believing that the current NRC
programs for i ndependent spent f uel st or age
facilities, their licensing and spent fuel cask
certifications are able to support the new
applications and anmendnents that we are seeing and
receiving. W'l continue, however, to work with the
industry to obtain advanced notice of future
applications and get a view of our resource needs for
future case work

The use of internal resource allocation
process, otherw se known as PBVR, is expected to help
us to react to uni que circunstances that would require
changes not only to our resource all ocati ons, but al so
possi bly our policies and regul ations. Al sothe staff
believes that the existing Part 71 and Part 72
regul ations as well as policies, guidance inthis area

are sufficient to support the i ndustry consol i dation.
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The nature of the significant comments we
received on this category involved long |ead tines
that the industry felt we had invol ving the issuance
of licenses and cask certifications and anmendnents to
those licenses. And also the potential for a | arge
i ncrease in spent nuclear fuel transportation. And
that was the category spent fuel storage and
transportation.

The fourth category dealt with | ow | eve
radi oactive waste managenent. The staff found that
current regulations and policies are adequate and
sufficiently flexible enough to all ow for situations
which could result fromindustry consolidation. W
felt that industry consolidation should not have an
i mpact on the availability of | owl evel waste di sposal
sites or prograns for handling and processing m xed
waste. The NRC felt that we would need to consider
the effects of Ilicense renewals when providing
feedback to the Departnent of Energy, as well as to
the states on projections of Ilow l|evel waste
gener ati on.

The nature of the conments we received in
this area involved the potential for nuclear power
pl ant sites becom ng storage sites for | owl evel waste

generated by nedical and other nonpower nuclear
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sources. And the potential difficultiesfor autility
seeking to set up a centralized facility for
processing low |l evel waste. That's the area of |ow
| evel waste radioactive -- sorry. Low | evel
radi oacti ve waste managenent.

The fifth category dealt w th energency
preparedness. Qur overall prelimnary findings and
reconmendations inthis area indicated that the staff
must remain alert for the potential safety i npacts of
the EP program and changes to the energency
preparedness program which could result from
consol i dati on.

| ssues such as centralized EP facilities
and functions could present a nunber of challenges to
the utility staff as well as to local and state
authorities. There are a nunber of areas of other
potential inpact, includingthe use of standardi zed EP
procedures, the <consolidation of the energency
response facilities and changes to pl ans, procedures
and organi zations to accommodat e consolidation

The NRC st aff resources, we felt, could be
chal l enged by these activities. The staff nust, of
course, assure that the regulations and policies
continue to be satisfied and staff resources will need

to be assessed to assure that there would be

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

29

sufficient resources and that they woul d be focused,
of course, on energency preparedness.

The nature of the comments we received
i nvol ved the potential role of the NRC s reactor
oversi ght process inflagging potential safety inpacts
of the licensee's EP prograns and consolidation, as
well as a discussion of the stockpiling potassium
i odi ne. That area was, of course, energency
pr epar edness ar ea.

The sixth area wunder this category
i nvol ves reliable off-site power and the effect that
woul d come from econom ¢ deregul ation. The overall
prelimnary findings and recormendations inthis area
found that there was considerable attention, of
course, focused on this. Conmmuni cati on has been
i mproved with other governnent agencies which have
regul atory responsibilities in this area. Various
st akehol ders have al so been involved. |It's expected
that these inprovenents should provide tinely
i nformati on when safety issues do ari se.

The staff wll continue to nonitor
devel opments in this area and specifically take
actions as necessary. Al so, of course, other
governnment agencies are involved as well as any

i ndustry initiatives in this area.
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The nature of the significant comments we
received for this category involved the use of non-
nucl ear plants, power plants, power generation plants
to provide off-site power reliability and the public
availability, theindustry's equi pment performance and
an information exchange system otherwi se known as
EPI X, and the inpact of regional transm ssion
organi zations or RTGs on off-site reliability.

So, to tee up the ball a little bit
better, the six main issues under this category was,
again, the possible <cost cutting initiatives,
technol ogy rel ated i ssues, the spent fuel storage and
transportation, low |evel radi oactive waste
managenent, energency preparedness and reliable off-
site power. And those were the six main categories
under the topic of plant operational safety.

And at this point, | turn it over.

MR. CAMERON: kay. Thank you very nmuch
Tony. And why don't you join us at the table for this
di scussi on, too, please.

Let's go to major points that you around
the table are focusing on the external participants
woul d like to bring to the NRC s attention. And then
when we get all those out, |let's have a di scussion on

t hat .
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Anybody want to start us off in this
particul ar area? And these don't have to be points
t hat you di sagree with the NRC approach. They coul d
be where you agree with the NRC approach, but itens
that you think are really particularly inportant for
the NRC to pay attention to under this particular
ar ea.

| knowthere's a lot of ground covered on
that, and note that thereliability, gridreliability
issue is also cross referenced, | guess, in issue
ei ght nonregul atory issues.

Anybody? Dan?

MR. STENCER: Yes. Chip, | would just
enphasi ze, | think, maybe the | ack of comment in this
area is indicative of the fact that, at least in ny
hunbl e opi ni on, the NRC was ri ght on on many of these
poi nt s. And we certainly didn't have significant
comrents in any of these areas.

In terms of kind of reenforcing your
concl usi on on sone of these, we would -- when we talk
about pl ant operational safety, | guessit's itemone,
possi bl e cost cutting initiative. You do say the NRC
will continue to remain sensitive to reducing
unnecessary regul at ory burden. W woul d j ust encour age

t hat concl usi on.
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| know that the NRC has a separate
initiative underway, it's a workshop in May of this
year on the initiative to take sonme specific actions
in areas to reduce unnecessary regul atory burden on
| i censees.

It even goes to sone extent to the issue
of security, as we're all starting to focus on
security and spendi ng resources andtinme inthat area.
It's all still inportant to be able to shed sone of
the less inmportant activities that may be going up to
free up time and resources to focus on the things that
truly really are inportant.

So, we would just reenforce that
conclusion that that's continue forward on many of the
good regul atory refornmns.

MR. BERKOW Perhaps one of the industry
representatives woul d want to comment on t he i ssue of
possi ble cost cutting initiatives, its inpact on
safety and our concern in that area, and how you
control those to mnimze any adverse inpacts on
safety.

MR.  CAMERON: And, Herb, could | just
i ntervene here just mldly. Let's put that up as an
i ssue. Get these issues up here and then go back to

discuss the issues so that we can get sone
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conmuni cat i on.

So I'Il put that up here as cost cutting,
right? Al right.

MR. DAPAS: | al so want to conment | think
that closely related to these possible cost cutting
initiatives, and we'll get into sone di scussi on about
this, is whether our inspection programis structured
such that we will be able to identify any potenti al
adverse inpacts from any cost cutting initiatives
initiated by a licensee. So I think when we get into
t he di scussi on of the reactor oversight process, we'l|
t ouch upon cost cutting initiatives and the potenti al
out cone, separate and apart frominitiatives that the
i ndustry has in place that would | ead themto believe
that there would not be an adverse inpact from cost
cutting initiatives.

MR. CAMERON: Ckay. And, Marc, if you
could rem nd us of that again when we get to that
particul ar area.

Any ot her issues under plant operational
safety. And, Dan, | won't forget to put the i ssue you
did raise, which is if there are resources diverted
fromareas that are not high attention areas, those
could be focused on security. Did | get that

basically right?
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Ckay. Steve, you have an issue for us?

MR. FLOYD: Yes. In many of the areas the
NRC said they were going to rely upon nonitoring,
which we totally agree with to see if further changes
need to be made. The only caution we would have is
when you nonitor and trend performance historically
what has been done is you |look at the slope of the
curve of inprovenment that has been being achi eved and
you project that ahead. At some point you need to
establish a threshold of what is acceptable
performance so that you don't try to drive everything
to zero error that's not appropriate.

MR, CAMERON: Ckay.

MR. FLOYD: The ot her comment | woul d have
is in the area of adoption of risk infornmed
regul ation, you know, we believe that things could
nove al ong faster to i nprove sone of the efficiencies
of the current regul ations. We think as both the
safety focus inprovenment benefit fromnoving ahead a
little faster than what we have, as well as the
renmovi ng unnecessary regul at ory burden for sone of the
current requirenents that we don't believe add very
much safety val ue.

And | think the point here is we need to

| ook for innovative ways of not holding up the entire
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effort to try to get, you know, bundle a bunch of
requi renments toget her where you' re hel d hostage to t he
nost difficult one to resolve, but rather |ook for
ways to innovatively split pieces up so that you can
gai n the advantages in the short termwhile you do the
necessary anal ysi s to support maybe sone of the | onger
t erm changes.

MR. CAMERON: Ckay. Thank you, Steve.

G eg, did you have sonet hi ng?

MR. WHI TE: Yes, thanks, Chip.

"' m not exactly sure how to go through
this. But for the nost part we think that the staff
did a good job identifying the i ssues, assessing them
and we generally agree with the recommendati ons.

As | indicated before, we probably take a
little bit different perspective because we do | ook at
t he econom c side nore. For exanple, we are | ooking
at thereliability issue, and certainly | think it's
been properly identified in both the staff piece and
in the piece we'll be talking about later this
afternoon and t onorrowon t he deregul ati on; that there
is a relationship between reliability and safety.

I"m just going to offer a couple of
comments, Chip, if that's okay.

MR. CAMERON: Co ahead.

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

36

MR. WHI TE: For exanple, under the spent
fuel storage and transportation. Hi storically
reracks, the spent fuel pools and | SFSI are costs that
have been born by ratepayers under regul ation. Inthe
situati on where there's consolidation with industry
where plants nmay be owned by conpanies operating
out side of the jurisdiction of an econom c regul atory
body, there's a |l ot of question as to howthose costs
will be picked up. Also as states nove towards
econom ¢ deregul ati on.

| would just flag that as a potentia
concern how the market will handl e those costs, how
the industry will handl e those costs. |, of course,
have to nake ny plug that the ratepayers, of course,
are continuing to pay through the 1 m| per kilowatt
hour all the costs for the nucl ear waste fund, that go
into the nucl ear waste fund.

Anot her issue, Chip, | wanted to nention
was in regards to the energency preparedness. At the
state |l evel we work very closely to the communities,
per haps cl oser and perhaps have alittle bit different
perspective. There is a perception, and | don't know
if that's sonething that you can put into a
qualitative analysis, but there's certainly a

perception anong state and |ocal authorities that
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there is a greater risk when the local plants are no
| onger under the ownership and operation of |ocal
utilities. In those cases -- in npbst cases these
pl ant s have devel oped rel ati onships withthe |l ocal and
state authorities over many, many years. The nanes
and faces change, the |ocation change.

| personally believe that perception is
risk and thereis certainly perception of greater risk
at the state |evel

Another one | wanted to flag is in the
reliable off-site power. | think in the short term
| don't know how cl ose your staff has been foll ow ng
the development of the regional t ransm ssi on
organi zation or RTOs, but the Federal Energy
Regul at ory Conmi ssi on' s goal of having the RTGs up and
running by Decenmber 15'" of this year | think is a
pi pedr eam There is trenmendous confusion and
uncertainty in that area. | think in the short term

anyway, that coul d be a potential problemin ensuring

reliable off-site power. |In sone cases ownership of
the transmssion facilities, in all cases the
operation of the transmssion facilities wll be

di fferent than what it has been for the | ast anywhere
from50 to 100 years.

And | think in the long run the RTGCs are
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a good thing. | know ny state supports the nove to
the RTGs, particularlyinthe context of deregul ati on.
But in the near termin the first couple of years |
woul d urge the NRC to nonitor that very carefully.

MR. CAMERON: Ckay. Thanks, Geg.

Wiay don't we go t hrough and di scuss. W' ve
got a nunber of issues here, why don't we see if
there's any discussion to be had on these.

First one | guess, is a good one, NRC had
t he ri ght approach, generally, tothis area and | just
wonder i f anybody has anyt hing that they would li ke to
add on that.

W' ve heard concerns around the table.
That doesn't necessarily nean that the NRC did not
have the right approach. But is there anything el se
to be said on this? Does anybody think that the NRC
did not have the right approach?

And, Dan, | guess when you say the right
approach, maybe you could put a finer point on that
for us.

MR, STENGER: Well, | generally think in
many of these areas the concl usi on drawn was fi ne and
bal anced, such as, you know, we need to keep a
wat chful eye on cost cutting initiatives, but at the

same tinme it's inthe long run the right thing to do.
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And, for exanple, onthe license transfer
process, | know that has been a challenge for the
agency. There have been many license transfers, but
frankly that process has, sort of like license
renewal , has worked fairly well.

The standards, what needs to be provided
in a license transfer application are pretty well
under st ood. Every deal seens to be a little bit
different, has a different winkle, but that's a
process that seens to be working well, and it was the
concl usi on of the working group.

VMR, CAMERON: Ckay.

MR. STENGER: |' mnot sayi ng on every item
we fully agree with -- but found it generally, |
t hi nk.

MR. CAMERON: Ckay. Good. Thank you for
addi ng that.

Jack, do you want to tal k about that?

MR NEWWVAN: | want to make one nore
observation. First of all, we do like being here,
agree that the staff did a very good job, recogni zing
t hat consolidation, althoughit's been underway for a
few years, is still a relatively new ani mal.

| think the Comm ssion identified the

potential problemareas and al so i ndicated that many
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areas that it was not yet tinme to take further action
and that things were going pretty well and shoul d be
noni t or ed.

| would like to, though, point out that
that's only in part the function or the result of the
i ndustry's activities. | think that the NRC
regul atory process has inproved and stabilized |ight
years over the past several years. And soinits very
i mprovenent, it has enabled, |I think, consolidationto
nove forward with far fewer problens than m ght
initially been anticipated. | point tothings |likethe
reactor oversight process, which is clearly a nore
rational basis for regulating reactors than the
previ ous system | look at a Ilarge nunber of
regul atory inprovenments and changes in terns of
hearings, in terms of notice and so forth, all of
whi ch effect the tineliness of Comm ssion actions.

And so | guess what |I'msaying is that |
t hi nk you were riding, to sone degree, the crest of a
vastly inproved process, and that's good for the
i ndustry and it's good for the NRC

Overall in ternms of -- nore specifically
internms of are we -- will there be cost cutting. In
a conpany |i ke NMC, which has been put together for

t he very purpose of creating nore efficient operation
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of eight nuclear power plants and possibly sonme of
them smal | enough so that they would not be viable
entities in a conpetitive environment, we have taken
a position and told our now 3,000 enpl oyees that we
cannot achieve the efficiency and actually in sone
cases the continued operation of the plants unless
they are operated wth an outstanding safety
per f or mance. The reliability and the econoncs
obj ecti ves cannot be achi eved unl ess we operate with
that kind of safety perfornmance.

Finally, one further coment. | agree
that enmergency preparedness poses a difficult,
potentially difficult problem And it's one that
we're westling with now W can see certain
advantages to consolidating the enmergency off-site
facility for our eight plants. W think we m ght be
able to achi eve better comunication and so forth.

On t he ot her hand, the point nmade that the
energency preparedness plans seem to have -- if
they're effective, seemto have a strong el enent of
| ocal contact and | ocal comunication | think is a
very, very valid point. And so what we are trying to
do at the nonment is to strike sone sort of balance in
whi ch we t ake advant age of those t hi ngs whi ch can best

be done in a centralized fashi on, but do not | ose the
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essential comunity contact that really underlies
ef fective energency preparedness.

MR. CAMERON: Okay. Jack, and we're going
to go back to that energency pl anning i ssue that G eg
raised for further discussion. | guess |I'd like to
see if there's any other comments on the NRC had the
ri ght approach.

We di d have cost cutting. You identified
it, it has been nentioned by a nunber of people. Marc
from our regional office had noted earlier that
there's going to be alot of things in the inspection
areathat's goingto berelevant tothis. | don't nean
to put this off, but why don't we go to reducing
unnecessary regul atory burden at this point and we'l |
conme back and see if there's further -- if you want to
make comrents on cost cutting now or you want to wait
until Marc's session.

Dan brought the issue up, unnecessary
regul atory burden nentioned what the NRC has been
doing in this area. Any comments, any further
conments on that?

Davi d, do you want to say anything on the
ri ght approach or unnecessary regulatory burden at
this point? Ckay.

Anybody on unnecessary regul atory burden
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and perhaps the rel ated i ssue that Steve Fl oyd br ought
up about accelerating risk informed and innovative
approaches, the bundling idea, not hol ding the whole
area hostage? Wiy don't we open those up for
di scussi on now.

Steve?

MR. FLOYD: Yes, Chip. | think | agree
Wi th just about everything that's been said so far. |
think the regulatory infrastructure inprovenents
certainly have hel ped. Most of those infrastructure
i mprovenents, though, have been in the policy and what
we woul d call the regulatory process area, but not
really fundanental changes in the regulations
thenselves. And | think that's an inportant area to
| ook at as we nove ahead to try to reduce unnecessary
regul atory burden.

But | think there's a key stepthat really
wasn't di scussed too nuch in the paper, and that is
the need to exam ne the rul emaki ng process that the
agency has, and what is the right scope and | evel of
detail that bel ongs inregulation versus what bel ongs,
per haps, in gui dance.

And | guess this is where maybe you can
get, | think, some i nnovative approaches that m ght be

able to be made. | think you could put, perhaps, sone
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top tier criterion in some of the regul ations, but
then give office directors within the agency the
ability with a pubic oversight opportunity to grant
approval s for methodol ogi es that neet those top tier
criteria rather than trying to cone up with a
conprehensi ve rul emaki ng that tries to bracket all the
possi bl e perturbations and conbi nations that m ght
cone in for different nethodol ogies for neeting a
regul atory requiremnent.

We have that provision in sone of the
regul ati ons, and we think an expanded use of that
woul d be useful. Were we have it today, for exanpl e,
isinthein-serviceinspectionandtestingregulation
where the office director of NRR can approve
alternative nethodol ogies for in-service inspection
and testing. But we don't have that provisionin very
many other areas, and we seem to default to them
trying to define in great detail what do you have to
do in the regulation to neet the requirenent as
opposed to settingtoptier criteriaandthen allow ng
a flexible approach from various licensees in
proposi ng ways to neet that. And | think that would
be nore efficient and nore tinmely, and woul d result in
| ess need to change regul ations.

But going back to the process itself, |
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think it just takes too |l ong to change the rul es ri ght
now. Probably the worst case we have in recent years
is the three years it took to change "should" to
"shall" on the mai ntenance rule. Now, that'salittle
bit di si ngenuous because there was a | ot behind that
change, but nonet hel ess, it shouldn't take three years
to do sonething like that. W've got to work faster
and be able to be nore responsive to the need to
change.

MR. DAPAS. Can you comment, Steve, how
that ties into consolidation? | mean, | understand a
comment relative to rul emaking, but it's not clear to
me how that's a function of industry consolidation.

VR. FLOYD: |  think as industry
consol i dat es, I mean the reason why we are
consolidating istoinprove our cost perfornmance. And
what we need to have is a flexi ble regul atory process
and a flexible set of regulations that as new
t echnol ogy cones al ong or the need to change the way
we' re doi ng busi ness to be nore conpetitive, we' ve got
to have a regul atory process that can respond faster
to those needs in a business environnent. It didn't
matter in the past when we had cost of regulation this
much; if it took along tine and cost a lot, that got

passed on to the custoner. But we're in a different
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envi ronment today, as many ot her industries are, and
we need a regulatory process that can be nore
responsi ve.

MR. CAMERON. COkay. We're on unnecessary
burdens/ effici ency. Let's follow the thread that
Steve and Marc were conmmenting on about too long to
change the rul es, perhaps have a different all ocation
bet ween rul es and gui dance.

Dan, did you want to speak to that issue
or anot her issue?

MR, STENGER It was a specific exanpl e of
what Steve was tal king about.

MR. CAMERON: Go ahead then.

MR. STENGER: | whol eheartedly agree with
Steve, which | usually do. But a specific exanpleis,
as Greg was nenti oni ng, i ndependent spent fuel storage
installation, dry cask storage. An exanple of where
t he rul emaki ng process has really bogged things down
is for amendments for a certificate of conpliance for
a spent fuel storage cask that has been certified
wher e an i ndi vidual |icensee for a site needs a change
inthat certificate of conpliance to acconmodate site
specific fuel characteristics, or what have you.
There needs to be an anendnent. That has to go

through the rulenmaking process because those
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certificates were devel oped and approved through a
rul emaki ng process. And that's been a trenmendous
i nefficiency the NRC has worked in the | ast coupl e of
years toinprove that, | think primarily through using
direct final rules. But it goes to the cost issue as
well, as Greg was nentioning, because many of these
plants are going to be operated in the future as
exenpt whol esal e generator, no | onger rate regul ated
vertically integrated utilities. There has to be an
ef ficient process because they are going to be in a
conpetitive environment and t hey need to keep t he cost
as | ow as reasonably achi evabl e.

MR. CAMERON: Okay. Thanks for that. And
| guess there's probably a ton of regul ations that
peopl e woul d have comments on, but that's offered as
an exanpl e of the generic point that Steve nmenti oned.

Davi d?

MR, LOCHBAUM W just had sone concerns
about wusing guidance in lieu of regulation. Two
exanples this year that we would cite would be a
letter we sent in dated April 13'" to the I|nspector
Gener al about an enforcenent di scretiongrantedtothe
Ferm reactor.

Region 3 didn't followthe gui dance inreg

guide 1.174 in grantingthat enforcenent direction, so
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we'realittle concerned that guidance is only good if
it's foll owed.

More recently, on Cctober 25'™" we sent a
letter to the Chairman and the Conm ssioners about
Region 1, the only plant that's ever gotten into the
fourth col um on t he ROP whi ch warrants hei ght ened NRC
attention is not getting that attention. Region 1
decided not to do the inspection it promsed the
public in June of this year.

So, again, there's guidance explicitly
spel l ed out and promi sed to the public in numerous
forms that the staff is just not follow ng.

We can al so cite exanpl es were regul ati ons
aren't being foll owed, but we've got a better shot at
it, and woul d al so poi nt out that the regul ations are
on the website today, and all that other information
IS not. So we have a better shot at getting
information until we return to @ asnost.

MR. CAMERON. Okay. So, David, | think
you' ve spelled out the inplication that seened to be
there is that there's a better chance of regul ati ons
bei ng fol |l owed t han gui dance. So we noted that there.

Let's gototheissue that Greg raised and
Jack Newman commented on, this whole idea that

energency preparedness and that there is at |east a
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perception inthe communities that when you change t he
actor that people are famliar with, that sonmehow
energency preparedness is going to suffer. You've
heard t he corments by Jack and Greg, does anybody have
sonmething to say on those issues?

Jack, do you want to just repeat that
bal anced approach that you tal ked about? | thought
t hat was worth hearing.

MR. NEWWAN: Well, we're in sonething of
a uni que position, because unlike even sone of the
other large consolidators |ike Exelon, for exanple,
there's not a wuniform background culture and
experi ence. W' ve bring together eight different
nucl ear power plants, each of which has a somewhat
different relationship with the community that is in
the nearby vicinity.

And part of what we |ike to do, of course,
is to consolidate as nuch as we can the activities of
our various nmenmbers. And we are | ooking at, however,
inthis case probably to a |l arger extent deliberately
decentralizing sonme of the work because we think that
the contacts with the communities are so very
| mportant. And we'll continue and probably wll
devel op broad communi cati on and broad gui del i nes for

energency preparedness at the eight plants. But
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actual inplenmentation may not be that nuch different
than it is at the present nmonment. W're generally
inclined to probably leave it where it is at the
monent .

MR. CAMERON: |Is there anything that the
NRC shoul d be doing in this regard anticipating or --

MR. NEWVAN:  Well, | think actually that
the staff study points out that issue. And | think
it's appropriatelyidentifiedbecause, you know, if we
do reach the point at sonme places where people are
operating 19 plants or ten plants, or whatever, and
trying to consolidate energency planning out of a
single site for reasons for econom cs or efficiency,
or whatever, you tend to conprom se the value of the
| ocal communication. And so | think that this is an
area where the NRC might take a cl oser | ook.

It may be that the | arge aggregators will
be aware of this problem and deal wth it
appropriately, but it iswrth, I think, tracking. |
think it's a very, very inmportant function and in the
light of recent events, nmay be even nore inportant
thanit's ever been. And | think that there's a degree
of confort that the community devel ops in dealing wth
t he same people that it has dealt with for the past,

you know, ten or 15 or 20 years.
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MR. DAPAS:. There's a rel ated aspect that

l|"dlike tocoment on. | think you pointed out about
t he consol i dation of energency operations facilities
where you may have corporate headquarters serving as
a location for and source of personnel to man those

facilities, you nmay be shari ng emergency news centers

with licensee corporate personnel staffing those
facilities. And we need to evaluate whether the
reactor oversight process, inspection procedures

address inspection of corporate enmergency response.

Ri ght now, the energency preparedness
i nspection program as outlined in the reactor
over si ght process doesn't focus on cor porat e ener gency
pr epar edness training progr ans or emer gency
prepar edness performance i ndicators froma corporate
standpoint. It's nore focused on site performance.
And we need to evaluate whether the performance
i ndicators as currently structured capture the i npact
of consolidated facilities.

So | agree with your point and we need to
| ook at that and insure that we've got a mechanismin
pl ace that allows us to evaluate the inpact of that.
And | think NEI commented specifically on that aspect
in response to the Federal Register notice.

MR. FLOYD: That's right. Steve Fl oyd.
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What we believeis you' re absolutely right
on the inspection nodule, the focus is on on site.
But when you get to the performance indicators
t hensel ves, the ones for training of EP personnel and
t he ones for evaluatingdrill and exerci se perfornmance
certainly aren't limted to just the site response,
because it does cover both the control roomresponse,
the technical support center and the energency
operations facilities. So it does nonitor all three
aspects, which of course would include the corporate
function as well.

So |l think if you |l ook at the conbination
of the inspection program and the indicators, you
would get a nore conplete picture, although I
certainly do agree with Jack that it's an area that we
need to pay attention to to nake sure. And it's not
so nmuch from the performance side. | think the
performance si de of what woul d actual | y happen duri ng
a drill and an exercise or an actual event is
effectively nonitored through the perfornmance
i ndi cator program But | think that Jack's really
focusing on is the community rel ati ons aspect, okay,
and the teambuil di ng that goes along with that. And
| think that is an inportant area to stay alert to.

MR. CAMERON. Ckay. Thank you.
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Anybody else have a comrent on the

energency preparedness aspects? And it was a
hi ghlight or a preview, | guess, of an issue that
we'll get to when we get to Marc's area, which is the

react or oversi ght process and all sorts of nanagenent
pr epar ati on.

O the remaining issues that were
identified, there was threshold of acceptable
per formance has to be defi ned f or noni toring purposes,
accel erate risk inforned regul ati on. How about grid
reliability and availability, short termattention.
You used the word short term G eg. Do people want to
coment on Geg's point on reliability and
availability of the grid? Anything to say on that?

Dan, do you want to say sonethi ng?

MR,  STENGER: Yes, related to that. |
think Geg brought out a very inportant point.
Probably the nmpst significant developnent in the
restructuring of the electric utility industry is the
RTGs and, in particular nore recently, FERC s
directive, Federal Energy Regulatory Commi ssion's
directive that there be four RTGs forned in four
guadrants of the United States, the |last being very
| arge one geographically with the possibility of

Florida having its own RTO But that is going to be a
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real change the way the grid has been operated in the
past .

Coming at it froma different direction,
we certainly enphasi ze t o our nuclear licenseeclients
t hat own and oper at e nucl ear pl ants as generators t hey
will have certain wunique interests that may be
different fromthe transm ssion side of the house or
the transmi ssion entities. And that they should be
taking a very active role as the RTGs are fornmed and
begi n to devel op the rul es and protocol s that the RTGCs
will have in place in the future, because those rules
can effect operations of all generating facilities,
i ncl udi ng operations of a nuclear plant.

You know, sonme well publicized exanpl es.
Di abl o Canyon, | believe, having to back down power at
certain tines because of congestion in their region.
| think Pilgrimhad to do that. So there are things
t hat can happen with the grid that affect operations
of the plant. None of that, in ny opinion, rises to
the |l evel of any kind of safety issue. It's primarily
an econom c issue, but it's an area where one could
ask what rules should the NRC play on this. This is
somet hing that's being overseen by --

VR. BERKOW VWhat role should the NRC
pl ay?
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MR. STENGER. Well, the NRC can play a

healthy role | think. A few years ago the NRC
devel oped a policy statenent that addressed econonic
performance i ncentives that were established by state
public service conm ssions. And | think that policy
statenent issued by the NRCthat expressed sone vi ews
that at a certain point hard econom c perfornmance
i ncentives for operating nuclear plants could cross
the line into presenting an operational, perhaps even
a safety issue that of concern to the NRC

| think Geghadit exactlyright. It's an
area where the NRC should nonitor and perhaps an
expansi on of that earlier policy statenent m ght bein
order. | think it's too early to tell exactly.

MR. CAMERON: Let nme ask the NRC staff do
you have any questions on that reconmendati on about
conti nued nmoni toring, expand the policy statement? Is
it clear what the gist of both Geg and Dan were
sayi ng?

Jon?

MR.  JOHNSON: Yes, | thought naybe a
suggestion. | nean, when you say nonitor primarily,
| nmean in Marc's area, in inspection and so forth,
mean we nonitor primarily what goes on in the power

plant, certainly the switchyard andthe operatability
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of the off-site power lines. Over the |last year or
two t here have been a coupl e of transi ents where we' ve
had to engage with the utility nmanagenent about their
nonitoring of the grid and howit would affect their
plant. And | think we had done a study several years
ago of the broad -- to rel ook at what we thought was
the reliability of the grid, because certainly that
can affect reactor safety.

But when you say two of you have i ndi cat ed
t hat we shoul d noni tor these RTGs, one of you i ndicate
it's primarily financial, but froma reactor safety
standpoi nt do you have any suggestions? W don't
normal |y go off-site to do or conduct our inspections.
So our inspectors are primarily on site. What woul d
you recomend?

MR. CAMERON: Greg?

MR VWHITE: Well, | noted on the piece
that | agree with the recommended fol |l owup that you
put here, which is in fact nonitoring, continuing
noni t ori ng. But | think you have to understand a
little bit therelationship, as Dan pointed out, it is
econonmi c. There are contractual rel ationships, and |
can use M chigan as an exanpl e.

O course, we're a peninsula state. W

have limted interconnection with the transm ssion

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

57

system  The M chigan transm ssion system has been
operated under a very, very tight power pool between
Detroit Edi son and Consuners Energy. That contract ual
rel ationship is al nbst a day-to-day; what was what we
call Mex was dissolved. The contract was di ssol ved,
in fact, and now it's operated on a nore |oose
rel ationship as the novenent towards the regiona
transm ssi on organi zati on has gone f or war d add what we
call the Md-West region.

In the Md-Wst region there are 2
general ly conpeting RTOGs being devel oped. The M d-
West 1SOand the Alliance RTO. Unfortunately, for ny
personal perspective, Consuners Energy is one and
Detroit Edisonis inthe other, sothere are potenti al
coordi nation issues invol ved.

These are all things that the FERC is
| ooki ng very closely at. Now the FERC has sai d that
they think there should be one -- well, not that
clearly, but they'veinplied, | should say, that there
shoul d perhaps only be one RTOin the m dwest. They
haven't gone so far as to say there actually shoul d
be.

You know, | am a believer that these
organi zations will eventually operate well and do the

job that they've been charged with, and that is the
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safe and reliable operation of a regional grid. But
inthe neantine, like | was saying, the rel ati onships
have changed, the contracts have changed and
particularly you get into the consolidation area and
now you' ve got the potential, and of course in our
case, NMC is operating Palisades, but we don't have
any actual sales. But let's say just for the sake of
it that Exelon were to -- now you would have an
organi zation outside of the state, outside of the
former type power pool owning a power plant and
operating it in a situation that -- it's just
di fferent. And that's why | just wanted to raise
t hat .

And I certainly agree wth the
reconmendat i on. | can't give you nore specifics |
think then you need to nonitor that. And | really
think that it's a short termissue. | think the FERC
will eventually get it right. They' ve been giving
sone better guidance recently. And we're just going
to continue to watch it very carefully on our side,
because of our interest in the reliability.

MR. DAPAS. | just wanted to comrent and
as a followup to the coment M. Johnson made that
t he nexus for the NRCis evaluating the safety i npact

of any lose of off-site power. Right now if our
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i nspector at a licensee's facility and identify a
di esel generator that's inoperable, we eval uate that
using the significance determ nation process. And
part of that is looking at the initiating event
frequency, which would in this case you' d be | ooking
at the likelihood of a |loss of off-site power while
you have an inoperatabl e diesel generator. And you
woul d come up with sonme risk assessnent. And if
organi zations that are regulating the grid, that
results in an increased incidents or |oss of off-site
power, that would be factored into the initiating
event frequency and the significance determ nation
process would thenyieldadifferent result that would
reflect the fact that there have been increased
i ncidents of |oss of off-site power, however arrived
it.

So, that's where | see the tie to reactor
safety. W would have to actually see evidence that
there was an increased i ncidence of |oss of off-site
power such that we woul d nodify that initiating event
frequency. And right now the significance
determ nation process is not structured, as |
understand it, to change initiating event frequencies
based on a prediction of what could occur. It's a

function of an actual 1|ike database, a generic
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dat abase because there haven't been that many | oss of
off-site power incidents. And so that's where | see
the tie potentially.

MR CAMERON: Okay. Jack?

MR. NEWVMAN:  Chip, could | ask a question
for the NRC staff?

MR, CAMERON:  Sure.

MR. NEWVMAN: |s a point of entry beyond
nonitoring therelationshipwith FERC? It seens to ne
that some years ago there was a practice of neeting
wi t h FERC and coordi nating with themon i ssues |ike --
and making clear to them what our safety interests
were. Does that still go on?

MR. BERKOW Per haps research can address
t hat .

MR. CAMERON: This is Tom Ki ng.

MR KING Yes, Tom King.

["'m not sure. | don't know of any
nmeetings with FERC t hat take place regularly, but I'd
have to check to be sure.

MR. CAMERON: Let's put that in as a
recommendat i on.

W need to get on to licensing and then
we'll give you a short break. But before we do that,

since this is such an i nportant area, just let nme ask
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i f anybody wants to say anything on sone issues that
were raised that we didn't discuss. There has to be
a threshold for acceptable performance in order to
noni tor, the suggestion that risk informed regul ation
be accel erated and t hat we | ook for innovative ways to
do that rather than, as Steve called, it bundling,
waiting until everything can be bundl ed t oget her. And
Greg's point about spent fuel ratepayer concerns in
terms of, | guess, cost recovery.

Anybody have anything to say on those
bef ore we go onto our next area of |licensing? And | et
me just quickly ask, since this is an inportant area,
anybody, you've listenedtothe conversation, those of
you in the audience, does anybody have anything
quickly that they want to comment or say on this
di scussi on before we nove on?

Yes. |If youcouldjust identify yourself,
sir?

MR. ROGERS:. Yes. |'mKen Rogers. | used
to be with NRC

One of the things that troubled ne a
little bit about the discussionisthat really it went
way outside of the effects of consolidation. That's
fine. But what | was concerned about was really the

topic of the safety inplications of consolidation
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And one of the problens in seens to ne that | didn't
hear anybody tal k about is the necessity of sonehow or
other nonitoring the disparate, 1'Il call it
engi neering or corporate cultures of different plants
as they're all brought together under one consol i dated
unbrel | a.

| mean, just such sinple things as col or
coding, which may be very different in alnost
i dentical plants, canreally cause probl ens fromti nme-
to-time, particularly when you take a work force now
that you're going to start to spread around. Al ways
focused in one plant and now becones part of a | arge
consol idated work force, has to work in a different
situation with a simlar plant, but there's really a
different engineering culture, if you want, that's
perfectly fine but nowwhen you consolidate this whole
thing there are di screpancies. There is an i npedance

mat ch pr obl em

And it is a short termissue, | think
rather than really long term but it still could be a
very inportant issue and | haven't heard anything

al ong those |ines.
MR. CAMERON: Ckay. Thank you, Ken. And
we have that up there. Maybe we'll get into that.

Maybe Marc sort of hinted at that about what the
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i nspecti on and ROP program m ght have to do in that
regard.

Herb, you look |ike you want to say
sonet hi ng.

MR. BERKOWN W did address this concern,
but it was el sewhere.

MR. CAMERON: Okay. Well, we'll get to
t hat .

Anybody el se? Yes. Let ne go right here.
If you could just identify yourself?

MS. BIER Thanks. Vicki Bier, University
of W sconsi n.

| just wanted to add one point whichisin
t he busi ness managenent literature. |It's found that
about 50 percent of nergers and acqui sitions fail, and
many of those failures are purely financial failures
that we' || tal k about | ater, | assume, under financi al
pressures. But | think in sonme cases there are
nmergers in other industries that have led to rea
oper ati onal probl enms  because of things |ike
i nconpatible information systens between the nerged
firms, things like that.

So, | would just suggest it mght be a
good i dea to | ook at what t he experience has been with

nmergers and ot her industries.
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VMR, CAMERON: Al right. Thank vyou,

Vi cki .
MR. JOOSTEN: Ji mJoosten, Connect U.S. A
| just want to make sort of a small point
that you have to be careful, | think, not to get

caught up in the semantics of the word consol i dati on.
Because with regard to the grid reliability, we're
real ly tal king about divesture, and i n another sense
you' re tal ki ng about the control of the grid or access
to off-site power supplies being transferred froma
licensee to a non-licensee. And the question is
really, | think, what should the NRC s rol e be in that
process.

Until now they've sat on the sidelines
pretty nmuch as a bystander in the FERC and PUC
hearings that are trying to structure that contro
process. But the question is should that remain --
shoul d the NRC remain a bystander in that process.

| think that the argunment for themto be
a bystander focuses on the point that we have diesel
generators as a backup supply and the NRC essentially
regul ates the diesel generators. But | think that
concept has to be re-exam ned under Bill Kane's
t hi nki ng that under the point he nade, which is that

under the newenvironnent if we | ook at the terrori sm
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i ssues, we can look at a long termloss of off-site
power . And | think if you look at the diesel
generator supplies, as an ol d di esel guy at one of the
power stations, you'll see that they're designed and
they're tested, and they're certified based on trying
to cope with short terml osses of off-site power. And
| ong term diesel generator reliability has not been
tested or established.

Sol thinkif youthrowthe security issue
intoit, | think the inportance of off-site power has
to be reconsidered, and then you have to consider
whet her the NRC should play a role in that or not.

MR. CAMERON: Thank you for that wap up,
Jim

And one of the NRC staff just pointed out
to me that there was an NRC FERC neeting | ast week,
and I woul d just underscore the point, though, that |
t hi nk the recomendati on was, and | think sonething
that was also in Jims comment, is there should be
sone continuing relationship perhaps established.

And, Tony, can you get ready to give us a

tee up on licensing, and then we'll have a short
di scussion on that, and then we'll take a break and
we' || have one | ast quick comment.

MR. BHACHU: Chip, |'mglad nost of the
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effort had been on nucl ear reactors, but thereis al so
a simlar effort | have observed on radiation
radiators to Part 36, there is a consolidation going
on that area. And there is sone effort on maki ng sone
of the operations to be autonmatic. And | was
wonder i ng whet her that shoul d be consi dered as part of
the regulation in NVSS.

MR. CAMERON. Ckay. Just give us your
nanme, please?

MR. BHACHU. M nane i s Ujagar Bhachu. |
am from NVSS.

MR. CAMERON: Ckay. Thank you very much

Tony, do you want to give us a tee up on
| i censi ng, please?

MR. MENDI OLA: Ckay. The second category
of the categories to be discussed is the category of
| i censi ng. As | nentioned, the category we just
fini shed di scussi ng about dealt with al arge nunber of
topics, basically outside the agency and how the
agency was going to react to it. The category of
licensing primarily deals with sone of the roles and
functions of the organization within the NRC, within
NRR as wel | .

There were four mamin issues that we

assessed, and those four issues are the |icense
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transfer process itself, newlicense application site
approval s and reactivation of deferred plants. The
third one was | i cense renewal. And the fourth one was
basi cal |y the NRC organi zati onal structure.

As before, | was going to discuss the
prelimnary findings and t he nature of the significant
conments we had for each of the four categories.

Under the category of license transfer
process, basically the general staff assessnment was
that the current |icensetransfer processis effective
and that |essons |learned fromthe earlier transfers
woul d be incorporated into that process in an effort
to streamine it.

Staff oversight process and license
transfer process would seek to ensure that all NRC
regul ations and |license requirenents are nmet. And it
was generally felt that no special staff followupis
recommended at this tine.

The nature of the significant comments we
recei ved involved the incentives of owners to nake
plant repairs either before or after a license is
transferred. And a discussion of the closure of
| icense commitnments prior to the license transfer.
And that was the issue of l|icense transfer process.

The second i ssue had to deal with t he new
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|icense applications, site approvals and the
reactivation of deferred plants. The staff felt that
t hey needed to assure that NRC resources coul d be nmade
avai | abl e to support future activitiesinthese areas.
They felt that current regul ati ons and processes woul d
need to be reviewed and that new procedure and new
gui dances may be necessary in order to deal with these
areas.

The staff has received direction fromthe
Commi ssion in this area, and in response has created
t he Fut ure Li censi ng Organi zati on, ot herw se known as
FLO. And their principle function thus far is the
need to access the NRC capabilities in this area and
to outline our future activities in this area. So,
obviously, additional staff action is planned to
support these concerns.

The nature of the comments received to
date dealt with, hopefully, to nmake tinely decisions
from the scope of NEPA reviews and eventually the
funding and staffing of the NRC Future Licensing
Organi zation or FLO

The third category we di scussed was the
| i cense renewal category. The staff recognizes that
there are potential resource inpacts in this area and

we are encouraging licensees to let us know their
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renewal plans as soon as possible in order to properly
direct our resources in this area.

Since license renewal is a voluntary
industry initiative, the NRC does not control the
nunber, timng or coordination of the renewal
applications. Therefore, we felt at this tinme there
was no special followup action to be recomended,
except to continue to ask and assess the applications
or application plans as they becane aware to us.

The nature of the significant comments we
received dealt with the streamining of the |license
renewal process. And, hopefully, to inprove the
efficiencies and the power uprate review process

The fourth category and the | ast category
under this topic under this category had to deal with
t he NRC organi zational structure. The staff felt it
was somewhat premature to identify potential
chal | enges to our organi zation or to consi der because
of that alternative organizational structures.
Considering the Ilicensees could operate across
regi onal boundaries, we felt that effective NRC
managenent oversight wuld seek to ensure a
consi stency as we i npl enent agency prograns across t he
regi ons and from headquarters.

A nunber of neasures currently exist to
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ensure consistency, and we wll gain, of course,
significant experience with our consolidated|icensees
inthe next fewyears and t hat neasures woul d be added
or altered as necessary in order to properly assess
t he i nmpacts of consolidation on the NRC structure.

The recommended followup at thistineis
to establish a consistent agency w de process to
noni t or and docunent all our staff experience to date,
as well as to take i n any stakehol der feedback on this
area, and hope to establish assessnent criteria for
future evaluation of this information, and then of
course future staff action.

W alsofelt that this effort shoul d begin
in the very near term

Significant conments receivedinthis area
of NRC organizational structure involved the
consolidation of certain regional reactor oversight
functions within NRC headquarters.

Those were the four categories. Let ne
reiterate the topics again. Licensetransfer process,
new license application site approvals and
reactivations of deferred plants, |icense renewal, and
of course, the NRC organi zational structure.

Chi p?

MR. CAMERON: Okay. Thank you very rmnuch,
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Tony.

Are there any burning issues around the
table on licensing? The licensing issues identified
that nmay have inplications for consolidation?

Jon, do you want to start us off?

MR. JOHNSON: Yes, | wouldn't say it's a
burni ng i ssue. But the coment was nade earlier about
t he nunber of license transfers and stability in the
transfer process.

Qur licensing staff as well as the rest of
the staff efforts and OCefforts, the total effort of
the NRC to review a license transfer is fairly
extensive. And we go through a ot of effort to plan
t hese and schedule them and work them according to
our expectation, the Conm ssion's expectations and our
NRR nmanagenent's expectation. And it's pretty
di sruptive when we get phonecallswithutilities that
want to accel erate or junp ahead of ot her applications
that have taken the tinme to plan and do these in a
organi zed manner .

So, I'"'mjust putting a pitch out for in
order to continue, | guess what | would call order and
stability, that it is very inportant overall for these
to be certainly planned. They can't happen w thout

pl anni ng, but it's very disruptive to other utilities
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as wel | as our own staff conducting these revi ews when
we get a barrage of phone calls saying that we need to
speed our up or junp ahead of others that are in the
line. And I think, you know, froma safety standpoi nt
we need to take the time and effort to do the reviews
t horoughly no matter what. So we do try to
acconmodat e i ndi vi dual needs for utilities in timng
and so forth, especially because they need to be
coordinated with other regulators and ot her states,
and so forth. But the planning and the -- we try to
meet our expectations, the staff does with respect to
the timng and the application. But | think it needs
to have a significant amount of cooperation fromthe
appl i cati ons.

MR. CAMERON: Any comments on Jon's point
from any of you around the table?

MR. JOHNSON: That sanme coment ki nd of
goes with license renewal, but | think we have a | ot
of short term phone calls on sone of these transfers
that are particularly troubling sonetines.

MR. CAMERON: Ckay. Anything on the NRC
regi onal organizational issue? W heard from Ken
Rogers and Vi cki about consistency within disparate
cor por at e organi zati ons t hat m ght be com ng t oget her,

sort of the sanme issue in a way for the regional
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organi zation. Anything on NRC regi onal consistency?

MR. BERKOW Chip, | mght just point out
that although we put this particular issue under
licensing, it really transcends. It's appropriateto
everyt hing, not just -- we needed a place to put it.
We put it under |icensing, but obviously one needs to
consi der the NRCorgani zationin all aspects, not just
l'i censi ng.

MR. DAPAS: |'malso going to coment on
how i nconsi stenci es and i npl ement ati on of the reactor
over si ght process or all egati on programor enf or cenent
programcoul d mani fest thensel ves across t he regi ons.
And so | think there'll be sone discussion on that
when we get into the enforcenent inspection and
assessnment process.

MR. CAMERON: Ckay. Geat. It |ooks like
that will be a major discussion of the issues in
t here.

Dan?

MR. STENGER: | just wanted to cone back
to a couple of points. | don't want to hold up a
break, though, that could be inportant.

MR. CAMERON: Yes, you're on dangerous
ground, but why don't you do that and then we'll goto

a break. Go ahead.
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VR. STENGER: Yes, | think Conm ssioner

Rogers made an excellent point and it's related to
Vicki's point as well, and that's sonething that we
have seen. And it really goes to sort of post-nerger
i ntegration and the real chall enge once the nerger is
cl osed, and the real challenges begin. And where it
does interact with safety is dowm at the plant |evel
maki ng sure that the cultures are brought together in
a way that really achieves the safety benefit that
everyone shoul d be | ooking for. But | don't have any
magi ¢ answer to any of that, but | just point out that
| know from experience, but sone of clients we have
worked with, that that is the issue of highest
i mportance at the top of nanagenent |evels. They
focus on that and it has been a challenge. They are
extrenmely focused on nmerging cultures that achieve
sonme real safety benefits.

MR. CAMERON: Ckay. Geat. And let ne
ask Marc, is that type of issuefit within what you're
going to -- that particular area, inspection,
oversi ght may be addressi ng?

MR DAPAS: Yes.

MR. CAMERON: Al right. Tonf

MR. KING Yes, | just wanted to foll ow up

on t he poi nt just made. The organi zati onal influences

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

75

on safety and risk, sonething that is being |ooked
into fairly extensively in sonme countries. W, the
NRC had had a program on that several years ago.
W' re not doi ng much now, and it was really a question
for the industry participants, what are you doing in
terns of | ooking at organi zational influences on risk
to identify the factors and nmke sure that those
i mportant factors are sonmehow dealt wi th when these
nmergers take place and these | arge organi zations are
trying to run a fleet of nuclear power plants? |Is
t here sone structured systenmati c prograns underway to
take a | ook at those issues?

MR, CAMERON:  Steve?

MR. FLOYD: Yes, | can give some genera
comment s and maybe Jack has sone specifics. But, you
know, we've got 18 performance indicators in the
oversi ght process, but if you go to a typical power
pl ant, they've got 90 or a 100 or nore perfornmance
indicators at a much |ower |evel that's capabl e of
sorting out and identifying when issues arise at a
much | ower |evel before they're going to inpact the
ROP | evel of indicators at the plant.

Certainly the cultural reasons may only be
one factor in not nmeeting a performance objective or

target that's been established at a | ower | evel. But

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

76

| think the approach that the |licensees are taking in
general is that they're setting performance targets
and t hen when you m ss it, you eval uate, you do a root
cause to determne why you missed it. It nmay be a
cultural reason, it may be a weakness in engi neering
and it may be a human performance issue. | nean,
whatever it mght be, but you attack it. But you
don't have to put necessarily a specific programto
address a particular potential cause if you' re not
seeing any performance issues in that area. That's
just not very efficient.

And we t hink that the performance targets
that nost of the utilities have set with this nyriad
of roughly 100 performance i ndicators is fully capable
of identifying when a desired | evel of perfornmance or
a performance objective is not being nmet, and then
they digintofindout why it is and then attack the
problemfromthat [ evel, Iong before it can have any
i mpact on plant safety at a higher |evel.

MR. DAPAS. |'malso going to comment in
ny discussion about how our inspection program
evaluates things |ike safety conscious work
environnent, etcetera, because that is a potential
i mpact from consolidation. So | think we'll touch

upon this corporate issue or this cultural issue,
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excuse ne, which coul d i ncl ude engi neering cul ture as
wel | when we di scuss our eval uation of the inspection
program and relevant changes that stem from
consolidation in terns of safety conscious work
envi ronnent .

MR. CAMERON: Okay. And maybe that will
be the tinme to explore this further with Jack, too,
fromparticul ar conpany's perspective.

Any final comments up here on |icensing
and -- we'll come back to the audience later in the
day. | want to give people a break at this point
before we go to Marc's area, because it seens |ike
there's a whole lot of things there. But let's take
15 mnutes, okay. And we'll start pronptly in 15
m nutes rather than ny usual slopping over to 20 or
25.

(Wher eupon, at 10:25 a.m off the record
until 10:45 p. m

MR. CAMERON. We'l| get started now wi th
t he next segnment of this.

Whi | e people are still filtering back in,
just let nme informpeople. The NRC has what's call ed
a feedback form and it's basically a neeting
evaluation form They're outside on the table. |If

you have any conments about how well or how
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effectively, | should say, this nmeeting was conduct ed,
if you have any recommendations for inprovenent,
please fill this formout. You can take it with you
and put it in the mail, which means we probably won't
get it | guess these days. But at any rate, it does
have a metered no postage necessary on it.

To sort of give you a preview, we're going
to go through an area now that Marc Dapas from our
region is going to talk about, which is inspection,
enf orcenment, assessnent. Just remnd all of you that
there were two i ssues that we tal ked about during the
| ast two sessions that are going to be very pertinent
here. One is cost cutting. And then there was the
whol e, | think, what Tom King call ed organi zati onal
i nfluences on risk. We heard about the disparate
corporate cul ture probl ens, consistency. Sol inmagine
that that will be a big discussion here.

We'll spend some tine on this area. |
think that decomm ssioning, fuel cycle facilities,
even financial, those topics may nove fairly quickly,
but I do want to make sure that we get to the so-
called other issues that were issues that the NRC
didn't identify as havinginplications for safety from
i ndustry consol i dati on, but ot her people m ght. Okay.

So, Marc, could I turn it over to you?

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

79
MR. DAPAS: M nane is Marc Dapas. As |

said, I'm the Deputy Director in the Division in
Nucl ear Material Safety in Region 3.

My area was inspection, enforcenent, and
assessnent, as Chip nentioned. This category
enconpasses regul atory processes for which theregions
have the | ead inplenentation responsibility.

The first area | want to discuss is the
react or oversi ght process. W focused on eval uating
the potential inpact of industry consolidation on
effective inplenmentation of the reactor oversight
process. We considered whether the reactor oversight
process wll provide the NRC with assurance that
| i censees are mai ntai ni ng public health and safety in
a consol i dated and deregul ated envi ronnent.

I n our view, that transl ates to answering
t he questi on of whether the reactor oversi ght process
enabl es t he NRC t o address adverse perfornmance trends
that mght result from consolidation related cost
cuttinginitiatives which could bedriven by financi al
pressures or nonconservative changes to corporate
policies, programs and procedures. Before they have
all beento significant safety i ssues. W considered
two scenarios in developing an answer to that

qguesti on.
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The first scenariorelates to |l onger term
mani festation of [|icensee performance problens
stemm ng from consolidation related activities. W
reasoned that if a consolidation related cost cutting
initiative or none conservative change in a corporate
policy, programor procedure results in a perfornmance
i ssue, that issue would likely surfaceinitially as a
finding of | esser safety significance. The |licensee
in our view should then deternm ne the extent of the
condi tion and i npl ement appropriate corrective acti on.
If the |licensee does not address the root causes for
t hese issues of |esser significance, those probl ens
woul d develop into nore safety significant issues.
The NRC should then detect this adverse perfornmance
trend and engage appropriately.

The second scenario that we | ooked at
i nvol ved i n saf ety performance probl ens deriving from
| i censee actions in response to financial pressures.
W consi der ed whet her significant financial pressures
on a licensee could result in decisions to reduce the
work force, revise the scope of and/or del ay pl anned
mai nt enance and nodifications activities, shorten or
del ay plant outages, termnate |licensing classes or
training initiatives. And those are sone exanpl es of

cost cutting initiatives that we exam ned.
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VWiile these decisions may result in
performance problens, it is not clear howsignificant
t hese problens would be and in what time frane they
woul d enmerge. Wth respect to substantial short term
effects, the question that we asked is whether the
NRC s regulatory oversight framework, given its
performance based i ndicative nature in contrast to a
nor e di agnosti c approach, coul d precl ude the NRC from
i ncreasing the level of |icensee oversight inatinely
manner to assure that operational safety is being
mai nt ai ned.

In answeri ng t hat questi on we
prelimnarily concluded that it may be prudent for the
NRC to adopt a preenptive approach by initiating a
targeted i nspecti on nodel to assess |icensee response
to financial pressures. In response to that
prelimnary assessnent, we recei ved conment s fromf our
st akehol ders. Two of the comrents addressed t he need
for an inspection nodel or what we terned in our
prelimnary assessnent a contingency plan simlar to
t he stri ke contingency plans that a nunber of regions
devel oped to address strikes of organizations that
i mpacted operators and other workers; whether that
i nspection nodel was needed to facilitate NRC

assessment of alicensee facingfinancial difficulties
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or pressures.

Two of the conmentators stated that such
an approach was not needed and provi ded reasons.

One of the comment s addressed t he i ssue of
consi stency and efficiency of NRC oversight for
| icensees that cross regional boundaries. The
comment at or stated that i ssues of NRC consi stency and
efficiency continue to exist and nust be addressed
regardl ess of industry consolidati on.

One of the comments addressed the need to
institute rulemaking that wold require |icensees to
submt performance indicator information since
subm ttal of a performance indicator information is
currently voluntary. And there was concern about
whet her a licensee would in fact follow through with
that information if that information highlighted
performance problens that could ultimtely result in
a pl ant shutdown.

And we recei ved a corment froma nenber of
the public that asked us to take a closer |ook at
upper | evel nmanagenent changes.

So that summarizes the prelimnary
assessnent context as well as the significant cormments
we received regarding the reactor oversight process.

The next area that | wanted to tal k about
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was the area of other NRC inspection prograns. I
hi ghl i ght ed t he react or oversi ght process, but we have
two ot her inspection prograns that we eval uated. The
first being revisions to the fuel cycle facility
oversi ght process and the second bei ng changes to the
i ndependent spent fuel storageinstallationinspection
process.

Currently the NRC is in the process of
devel oping revisions to both the fuel cycle facility
over si ght process, which includes inspection
per formance assessnment and enforcenent as wel |l as ri sk
informng and performance basing the inspection
program for i ndependent spent f uel st or age
instal | ati ons.

G ven that both of the fuel cyclefacility
oversi ght processes and the |SFSI, the |Independent
Spent Fuel Storage Installation prograns are being
revised, using the framework sinmlar to the reactor
oversi ght process, we concluded in our prelimnary
assessnent that the new oversight processes would be
able to accompdate the potential inpacts of
consol i dati on.

W also noted in our prelimnary
assessnment that there's been a high degree of

st akehol der invol venent i nthe devel opnent of the fuel
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cycl e oversight process in particular and any i npact
fromconsolidati on we woul d expect to be comuni cat ed
in that forum

W recei ved conment s fromone st akehol der
regarding this particul ar area. The comrent addressed
the need for consistent application of the revised
process for oversight of rmaterial l'i censees,
particularly the significance determ nation process.

The next area | want to discuss is
enf orcenent. Regardi ng enforcenent, viol ati ons can be
categorized intotwo groups. The first group consists
of those violations that can be eval uated under the
significance determ nation process with appropriate
agency action determnm ned by the agency action matri x.
Violations in this group are addressed within the
context of the reactor oversight process, and
consequently the inpact of industry consolidation on
this aspect of the enforcenent programwas consi dered
as part of our evaluation of the reactor oversight
process.

The second group of violations includes
those related to willfulness, which would involve
discrimnation as well. Qur prelimnary assessnent
focused on t he i npact of i ndustry consolidation onthe

enforcenent programas it pertains to violations in
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t he second group

As we had nentioned earlier, |icensee
efforts to increase efficiency of operations could
result in changes to corporate policies, prograns and
procedures. We felt that since consolidationresults
in nore reactor facilities under a single |icensee's
control, corporate wi de changes affect nore reactor
facilities and nore enpl oyees consequent|y. Dependi ng
on how a | i censee nanages these changes, there could
be an increased nunber of allegations in our view.
Simlarly, efforts toincrease operational efficiency
or actions in response to financial pressures could
result instaffingreductions whichcouldI|eadto nore
di scrim nation conplaints. | ncreased nunbers of
allegations would translate to an increased
enf or cenment wor kl oad  assumi ng that the NRC
substanti ates sonme percent age of these allegations in
whole or in part based on the results of its
i nvesti gati ons.

That was one potential scenario that we
di scussed. On the other hand, it is equally likely in
our view that consolidation may result in a reduced
vol unme of enforcenment actions because of stronger
| i censees and better managed regul atory prograns.

W al so recogni ze that whil e neasures and
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processes have been established to ensure consi stent
application of the enforcenent program anmong the
regions, and this includes audits, enforcenment panels,
counterpart nmeetings, etcetera, those inconsistencies
i ninplementingthe enforcenent programthat may exi st
inour vieww || be nore apparent with cross-regional
| i censees. These inconsistencies nmay involve
di fferent threshol ds for i ssuing noncited viol ati ons,
di stingui shing between mnor and severity level 4
viol ations, and reaching conclusions on alleged
discrimnation. This may necessitate nore oversi ght
from the office of enforcenent to ensure simlar
i ssues are treated consistently anong the regions.

In our recommended follow up action, we
i ndicated that the office of enforcement should
maintain its oversight activities of regional
enforcenent program inplenentation to mnimze
i nconsi stenci es and nay want to consider additional
oversight efforts in that regard.

The next area -- let ne just speak. W
did get one comrent, or we got conments from two
st akehol ders regardi ng t he NRC enforcenent program
One commentator discussed the need for the NRC to
audit inplenmentation of its enforcenent programto

ensure that it is applied consistently anong the
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regions stating that additional coordination and
comuni cati on between the regi ons and programoffice
is likely to be beneficial now and shoul d not depend
on sone inpact of consolidation.

Wth regard to our discussion in the
prelim nary assessnent that the office of enforcenent
may decide to increase its audit activities in an
effort to mnimze inconsistencies anong the regi ons
in inplementing the enforcenent program one
coment at or supported the staff's recommendati on t hat
t he NRC obt ai n and assess rel evant staff experi ence as
wel | as st akehol der feedback concerning the i npact of
consolidation on the NRC s regional offices.

The | ast area that | wanted to tal k about
is the NRC allegation program As | previously
mentioned, in our view |licensee efforts to increase
ef ficiency of operations couldresult againin changes
to corporate policies, prograns and procedures. Since
consolidationresultsinnorereactor facilities under
a single licensee's control, corporate w de changes
woul d af fect nore reactor facilities and consequently,
nore enpl oyees. The inpact of these changes could
result in larger nunber of allegations relating to
techni cal concerns. And our thought there are that

many of the allegations that we receive i s associ at ed
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with a technical issue. W nmay receive an all egation
that said | raisedthis safety concern associated with
t he performance of a heat exchanger and t he conponent
cooling water system and as a result of bringing
forward that safety concern, | was term nated or noved
to anot her organization. W end up evaluating the
particul ar technical concern as well to determ ne
whether that has nerit, and then we separately
eval uate whether the discrimnation conplaint has
merit, whether as a prima facie case, etcetera.

W also |ooked at corporate cultural
initiatives, such as maintaining a safety conscious
wor k envi ronment . And we recognized that those
initiatives coul d have a bi gger i npact on safety given
t he i ncreased nunber of affected reactor sites. W
t hought that additi onal NRCinspection and/or |icensee
contracting for an independent assessnment may be
necessary to eval uate whet her a safety consci ous work
environnent exists or was adversely affected by
changes i n cor porate policies, prograns or procedures.

I n addition, reductions inlicensee staff
could result in an increased nunber of discrimnation
al | egati ons.

It is equally likely in our view that

consolidation may result in a reduced nunber of
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al | egati ons because of stronger |icensee managenent
and nore effective regul atory progranms. Again, using
the sanme rational we applied to the enforcenent
program

Comments that we received regarding the
al l egation program W received comments from two
st akehol ders. Both stakeholders <challenged the
validity of the staff's prelimnary conclusioninits
assessnent that consolidationcouldpotentiallyresult
i nanincreased nunber of all egations, includingthose
i nvol vi ng discrimnation conplaints.

Simlarly, one conmentator took i ssuewth
t he concl usi on that i nspection activities may need to
i ncrease whi ch coul d necessitate addi ti onal resources
in order to validate the corporate cultura
initiatives deriving from consolidation have not
adversely affected the safety conscious work
envi ronnent .

Anot her st akehol der, on the other hand,
comment ed that consolidation calls forth a need for
greater careinthis area, inthe area of being safety
consci ous work environnent.

Anot her comment was rel ated t o whet her an
al I egation received by the NRC should be referred to

the | i censee suggesting that the agency shoul d revi se
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its policies so that allegations will be routinely
referred to |licensees for resolution

We received a comment regarding the NRC
staff's reconmmendati on t hat the NRC shoul d continueto
noni t or the nunber of al |l egati ons receivedto eval uate
the inpacts of industry consolidation. The
comment ator agreed that the NRC should nonitor the
vol ume  of all egations received as industry
consolidation proceeds, but conmented that the
noni tori ng shoul d al so i ncl ude t he scope and nat ur e of
the allegations. W did not specifically reflect in
our prelimnary assessnment that our nonitoring would
al so i nclude an eval uati on of the scope and nat ure of
the all egati ons.

Those were the conments.

One thing just getting back to the
i nspection programthat | didn't mention. | wanted to
conment on the recommended foll ow up action.

We recogni ze that the NRC currently has
limted experience with the effects of industry
consolidation, on effective inplenentation of the
reactor oversight process. And we felt that with
addi ti onal experience changes that may be needed woul d
beconme evident. And there is an annual self-

assessnent process that is part of the reactor
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oversi ght process which we thought would serve as a
vehicle to evaluate any needed changes. And we
concl uded that the staff should continue to nonitor
consol idation activities and use the react or oversi ght
process self-assessnent vehicle to periodically
eval uate the effectiveness of the reactor oversight
process in light of the changing industry and the
envi ronnent .

So we essentially recommended conti nui ng
nmonitoring of the result of industry consolidation
experience and the inpact that has on the
ef fectiveness of the oversight process.

One recommendati on, as | nmenti oned before
t hat we hi ghlighted, was the need to initiate a study
or further evaluate whether some type inspection
nodul e or contingency procedure is needed to assess
whet her a |licensee's response to financial pressure
such as facing bankruptcy would result in short term
substantive changes to progranms and processes that
coul d have an inpact on safety that is not pronptly
identified by the reactor oversi ght process such that
the NRC effectively engages before a significant
safety concern ari ses.

MR. CAMERON: Ckay. Thank you, Marc, for

t hat overview. Let's perhaps pick up on the
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prelimnary recommendation. |s there any suggested
i ssues for discussioninterns of what the NRC shoul d
do differently on these issues? Anybody?

MR. NEWVAN: Let me just try, Chip. It
relates to getting the NRCinvolved in inspection and
enforcenment where the |icensee appears to be facing
financi al pressures.

First off, I think that the probl ens that
may arise in ternms of performance and safety of
operations will be identified through normal NRC
over si ght inspection and enforcenent.

| am particularly concerned, however,
about any sort of a nmpdule that would begin with an
attenpt to gain an insight into the utility's or the
owner's financial circunstances.

| think somebody used the termdi agnostic
approach, and that indeed is what traditionally cones
very close to what the NRC has done in the past in
ternms of so call ed di agnostic inspections. | thinkthe
di agnosti c i nspecti ons wer e unbal anced, are negati ve,
they were subjective. They largely got the NRC
i nvolved in areas in which the NRC has little or no
expertise. Insonme cases that | recall, psychol ogi sts
were brought in. Presumably in a case like this you

woul d bring in some sort of financial experts because
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you really don't have any background in wutility
finance.

And so | think I would | eave well enough
alone. | think that the machinery for identifying
deficiencies inperformance al ready exists and | woul d
not venture again into the area of subjective
anal ysi s, particularly where the Conmission's
capabilities are limted.

MR. CAMERON: Ckay. Thanks, Jack.

And we' re going to cone back to that after
we get sonme other issues to explore that in nore
detail with the people around the table.

St eve, you have anot her issue?

MR. FLOYD: You don't want nme to comment
on that one then?

MR. CAMERON: Not right now. Let's see
what all the issues are that we want to discuss to
make sure we get those all out.

Davi d?

MR. LOCHBAUM One of the issues we had in
our witten comments we filed on August 22", | think
applies to this case. And that's the availability,
public availability of information.

After we wote the letter | ast week about

Indian Point Il and the NRC deferring suppl enenta
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i nspections that had been prom sed, | got a call from
Brian Holian out of Region 1 to explain why that had
happened. And what Brian told ne was that the
| i censee is undertaking or has prom sed to have an
I NPO site visit cone in and a 19 nmenber i ndependent
sel f-assessnment done. So there was a feeling that
there was an overlap and the NRC didn't need to | ook
i n those areas, that the plant owner was goi ng to | ook
at, because t he scope was | arger and a nunber of ot her
reasons.

But what | pointed out to Brian was that
nei ther of those reports is likely to becone publicly
avai l abl e, whereas if the NRC went in there, the NRC
i nspection report woul d be avai |l abl e and posted on t he
websi te whenever the website returns to service.

Brian didn't even think of the issue in
that |ight. It wasn't that he thought of it and
rejected it or whatever, that's not an issue that's a
factor in his decision nmaking. And he's not alone in
that. That's not a fault of Brian's. And that's why
we thought that that specific issue, the public
avai lability to information during consolidation
needed to be onthe table to rem nd the NRC staff that
there are differences that nmay be the sane

technically, but froma public standpoint there's no
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credit given for an INPOreviewif the public doesn't
see what the INPO | ooked at and what they found.

So | think -- you know, | was going to
bring the issue up later in the other issues. I
think it applies to the direct oversight program
particularly when these kind of trade-offs are
cont enpl at ed.

MR. CAMERON: Ckay. Thanks, Davi d.

And we' Il go back and explore that in the
context of how some of these consolidation issues
m ght be expl ored, whether there's going to be a | ot
of reliance on industry organizations or outside
organi zations than the NRC. But we'll conme back to
t hat one.

| s there anot her i ssue that we want to put
on the tabl e for di scussion? W have al ready had sone
di scussion on the organi zational culture issues.

Steve, what did you want to put on? You
want to go back to these two. Ckay. Anybody el se
have an issue at this point?

Vell let's go --

MR. DAPAS: Can | just ask a clarifying
guestion of David? s your concern that we are
allowing alicensee initiative that m ght involve an

| NPO assessnent to fulfil our need to evaluate a
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particul ar condition or performance i ssue? And if we
do that, then the results of that independent
assessnent be it by I NPO shoul d be nade avail abl e or
are you separately suggesting that the results of an
| NPO eval uation be nade available to the public,
because as |I'm sure you know, that historically has
not been the case since the |licensee has a contract ual
agreenent or whatever with INPO to conduct an
assessnment. And we don't get involved unless there's
significant safety issues that are identified as a
result of that view

MR LOCHBAUM It was a little of both.

MR DAPAS: Ckay.

MR. LOCHBAUM But with a caveat and
explanation. |In the first part of that if a plant is
in the fourth colum, which is additional NRC
oversight, it's not in the green colum which is
| i censee performance ban. So having the |icensee do
sel f-assessnents all that other stuff, that's green
colum type stuff. Red colum type stuff is NRC
presence. So, you're getting treated |ike a green
band plant, you're in the red band. And so that was
t he concern on that part.

As far as the INPOreport, INPOs O for 3

going after us for using I NPO reports, but we're not

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

97

asking that I NPO reports be made available, but if a
pl ant owner relies on an | NPO assessnment to get out of
an NRC inspection that would come up with a public
avai | abl e report, then that shoul d be conti ngent upon
that the INPO report is publicly available. So in
that specific case, there's a one-for-one trade out,
t hen yes.

MR DAPAS: Under st and.

MR, LOCHBAUM But not in general |NPO
shoul d not be made publicly avail able.

MR DAPAS: kay. Thank you.

MR. CAMERON: We'll keep on this thread
and then we'll go back to the financial pressures
i ssue.

Steve?

MR. FLOYD: Yes. Staying on this thread
t hen, just a couple of observations.

| don't want to | eave the i npression t hat
Indian Point 2 has not been subject to extensive
suppl enental inspection over the | ast several years.
They' ve gotten roughly three ti nes the basel i ne of NRC
i nspection effort. So, | nean, they're approaching
6, 000 hours of inspection effort over a 2200 hour
base, so there's been a substantial anmount of

i nspection done at Indian Point 2 plant.
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On this particular issue, | agree with
Dave in sone respects that if the regulator is going
tosubstitute either |icensee sel f-assessnent or sel f-
assessnent done by INPO, then there has to be sone
mechani sm for putting the information out there
publicly if they're going to rely on those results.
But | think there's ways to do it wi thout putting the
entire report on

Wien you |look at the new oversight
process, the NRC does not describe fully the entire
i nspection effort that was done at the plant. \What
they do is they coment if they found anything that
had sonme significance after they ran it through the
SDP whether it's a green, white, yellow or red. So
what m ght be appropriate here, obviously there's
going to be NRC oversight of either the licensee's
sel f-assessnent or one that's coordinated through
I NPQ. | would think what would be reasonable to
happen t here woul d be to have the NRC cal | that report
or have cogni zance of that report, and if there are
any issues that they believe have significance,
generate a separate inspection report which then
hi ghl i ghts thoseitens of significancethat were found
wi thout the need to put the entire |INPO eval uation

report on it, which goes into areas which are really
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in some cases outside the regulatory purview, and
therefore the public purview

MR. CAMERON: Let nme go back to David and
ask David what he thinks of Steve's suggestion.

MR. LOCHBAUM Yes, that's perfectly fine.
In fact, when Brian and | had our conversation, we
tal ked about that. Sonething that the NRC coul d put
out that would be simlar to what Steve suggest ed.

Wiat we're trying to avoid is nothing
versus get an NRC report or an NRC sunmary of a
report.

MR. CAMERON. Ckay. Thank you.

O her conmments around the table on this
particul ar issue?

And let me ask one thing to all of you.
| s there sonething in the nature of the eval uati on of
i ndustry consolidation issues, for exanple, cultural
i ssues that increases the likelihood that there wll
be I NPO |icensee self-assessnent, that that will be
used nore than the direct NRC eval uation? David?

MR. LOCHBAUM Agai n, according to Brian,
the reason that it occurredin this case was there was
a due diligence review by the purchaser and that due
di l i gence revi ew suggested that there was sone t hi ngs

ongoi ng that woul d be conpl eted by now. Wen the new
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owner got in there he found that sone of these things
were optimsticinterns of the scheduling for sone of
t hese activities. And therefore, there's not been as
much progress nade as everybody woul d have |iked. So
that's part of the reason for the industry self-
assessnent team | nmean, is to give thema rebaseline
of what the workload really is since they don't agree
that it's what the seller thought it was.

So | think that m sunderstandi ng or that
| ack of full understandi ng of what the scope of the --
how deep the hole was is a result of the consolidation
and t he new owner shi p that woul dn't have been there in
the past. The seller may not have known how deep it

was, but now t he new owner wants to know how deep it

I S.

MR. CAMERON. Ckay. Thank you.

St eve, any conment ?

MR. FLOYD: Yes. To go to your question
directly, | think as industry consolidates there's

certainly an interest on the part of industry to make

greater use of I|icensee self-assessnents in the
regul atory process. |It's got to be done in a very
structured and disciplined way. | nean, the |licensee

certainly needs to make known to the NRC what areas

they're interested in doing self-assessnents on, the
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regul ator would certainly have to take a | ook at the
makeup of the team and see that there's sufficient
i ndependence, qualifications of the people are
appropriate. And then there's the i ssue of howdo you
share the assessnment results and fold those into the
oversi ght process com ng out the other end. But |
think there's an opportunity for considerable
efficiency in the process.

This was used successfully by the NRCin
some of the engi neering eval uati on processes that were
done years ago, | forget the exact manual chapter that
had that procedure in it. But it was used very
effectively with what we gat hered was sufficient NRC
oversi ght and confort in the process because of the
anount of oversight that they exercised. W think
t hat you coul d expand that to a nunber of areas that
are currently in the oversight process area.

And | think where this becones inportant
i s nostly againfroman efficiency perspective. What's
happening right now is because of the new reactor
oversi ght process, the licensees certainly see the
value of having a very strong self-assessnent and
corrective action program And there's been a nunber
of initiatives in the industry to even further

strengt hen those. There's been sone benchmarki ng
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activities sponsored by NEI, there's been sone

gui del i nes devel oped by INPOto helputilities further

i nprove their prograns. And what |icensees are
finding now is that they'll look at the NRCSs
i nspection schedule and they'll see that there's a

maj or, say, fire protection inspection com ng up.
Vell, it obviously behooves you to find your own
probl ens before sonebody el se finds your problens.

And, actually, the frequency of |icensee
sel f-assessnent in sone of these areas i s greater than
t he NRC i nspection frequency. So they go out and t hey
do a very extensive self-assessnent gathering
resources in many cases fromother utilities only to
have that then foll owed up agai n by an NRC i nspecti on
that comes in and | ooks at basically the sane things.
And it | ooks to be a way to share resources, again, in
a public way where anything that's significant found
gets revealed if you're going to take credit for it.

MR, CAMERON: Ckay. Thank you.

Dan?

MR,  STENGER: Yes, just to pick up on
Steve's point. A fewyears ago there was a tenporary
instruction, at |east, that was devel oped by the NRC
t hat cane about towards the tailend of the electrical

di stribution system inspections, and sort of the
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lifeline of the inspection area, or sonmething like
that where there's a major team inspection program
Licensees would follow the results of all the
i nspections so that they woul d know what the issues
were and they would do their own self-assessnent.

MR. DAPAS: ESFSI was what it was, and
there al so was a service water inspection that we did
where |icensees woul d essentially use the inspection
procedure that we had and we woul d oversee |icensee
efforts. And then our scope of inspection would be a
function of how rigorous we thought the l|icensee's
assessnent was.

MR.  STENGER: | thought that program
wor ked very well and sort of cul mi nated at one poi nt
in licensee performng a self-assessnent in |ieu of
one of the diagnostic inspections. But |I don't know
really what happened to that program VWhen the
mai nt enance rule baseline inspection program got
ki cked off, | think the NRC sort of shelved self-
assessnments in lieuof inspection becauseit wantedto
performa basel i ne mai ntenance rul e i nspection at all
sites.

MR. DAPAS: | don't know the status of

t hat anynore.
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MR.  CAMERON: Let's get a quick

clarification on that and then we'll go on to
financi al pressures. Yes.

MR. JOHNSON: Thank you. M chael Johnson
fromthe inspection program branch.

You are correct as Steve alluded to and
t he gentl eman just described. W did do -- did allow
| i censee self-assessnent in |ieu of NRC inspection.
W did it for some of those big teaminspections.

Wth the onset of the ROP what we deci ded
to do during the first year of initial inplenmentation
of the ROP was to set that aside. W thought it was
i mportant for us to get experience with the ROP, the
basel i ne i nspections, and how the process works with
respect to that.

W do have an initiative that we are
begi nning to work on that we' ve had sone di al ogue with
i nternal stakehol ders and external stakehol ders that
deals with all owi ng | i censee sel f-assessnents i n sone
cases in lieuof NRCinspections. And you'll see that
unfold in the near future in the years as we go out.

Havi ng said that, | just wanted to -- for
a point of clarificationto be very clear that that's
not what Brian Holian was suggesting i s happeni ng at

| P2. The effort at I P2 was real |y what we real | y want
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to happen with respect to a plant that is in that
mul tiplerepetitive degraded cornerstone col um of the
action matrix, and that is that we really do want the
|icensee to get an inprovenent plan, we want the
| i censee to be looking for their problenms. And in
this case what Brian was describing was that it makes
sense for us to del ay our inspection, not to not do it
in lieu of license inspection, but to delay that
i nspectionto allowthe |licensee to do their own self-
assessnent | ook first.

MR. CAMERON: Ckay. Thank you, M chael

Let's go on to the second i ssue that was
i dentified by Jack Newran. Now Jack used t he exanpl e
of financial considerations, but |I think the caution
t hat he was raising could equally apply to any type of
qual i tati ve managenent i ssue, | don't knowhowyou al |
want to characterize that. But let's goto Steve for
conment on that first.

MR. FLOYD: Thanks, Chip. Yes, on this
particular issue we don't see a need to have a
separate inspection programset up for all plants on
this.

And | do want to maybe correct one
i npression. The oversight process is not a purely

i ndi cative process. Certainly a plant that has al

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

106

green performance indicators and green or | ow safety
significance inspection findings is indicative. But
as the plant starts to nove across the action matri x,
they transition frombeing purely indicative to one
where now the NRC starts to evaluate the corrective
actions that the licensee has taken, so it noves from
being purely indicative to evaluative. And then if
performance further declines and they nove further to
right in the action matrix, the NRC takes on a nore
di agnostic role.

And | guess consistent with the comrents
that we've made on sone of these other softer
qualitative areas, we think that's the appropriate
rol e for the oversi ght process. You don't haveto try
to upfront inspect for sonmething when there may not
ever be an undesirable outcone against which to
eval uate. You have tine in the oversi ght process the
way it's structured to see if there's an adverse
i npact devel oping and then if necessary go in and
evaluate how good a job the licensee is doing in
addressing it. And if they fail in that regard and
performance further sl i des, then there's an
opportunity to conme in with a nuch nore diagnostic
| ook on the part of the regul ator. And we think

that's the appropriate way to go on this.
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MR. CAMERON: COkay. Let's test that idea

out that the oversight programwould give you -- the
nor mal oversi ght programwoul d gi ve you an i ndi cat or
of that.

Davi d?

MR. DAPAS: Can | just conment on that
before we go to Davi d?

MR. CAMERON: Let's get David on and then
we'll get comrent.

MR. DAPAS:. Ckay. Sure.

MR CAMERON. Co ahead, Davi d.

MR. LOCHBAUM | was confortable either
way .

| agree with Steve. | don't think there
should be sonmething up on the shelf to deal wth
certain contingencies. | think the oversight process
needs to be made as thorough, and that should be the
best public protection tool out there that the NRC
has. If there's problens with that, it my be a
problemw th the plant is having financial problens,
they need to address that. Because people living
around a plant that's not having financial problens
want to rely on that ROP as well. So | think the ROP
shoul d be a one size fits all thing.

Because you could dream all kind of
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scenari os where you m ght want to have a contingency
pl an on the shelf, but | think that that's not useful
as putting all that noney into the ROP and making it
as useful as possible.

MR. CAMERON: Ckay. And, Marc, |'msorry.
| wanted you to have an opportunity to be able to
address David' s too, but go ahead.

VR. DAPAS: | think it's inportant to
poi nt out what we were reconmending was a further
evaluation of the need to develop sonme type of
conti ngency procedure. And | agree with your comment,
Steve, that a licensee that is not facing financial
difficulties, that has an effective corrective action
program we certainly would expect issues to manifest
t hensel ves at a | ower safety significance |evel and
the licensee to eval uate the root cause and i npl enent
appropriate corrective action. Andif thelicenseeis
not successful in identifying the root cause, those
i ssues should lead to nore significant performance
probl ems, we would note the adverse trend and then
engage nore significantly. It may be a suppl enent al
i nspection if you had a white finding or a white
per formance i ndi cator

The concern that we had was a |icensee

t hat makes nonconservati ve deci si ons because they're
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faced wth financial difficulties, pot enti al
bankruptcy where those are not conservative and t hey
have substantive short termeffects where the first
time the NRC is aware that there's an issue is when
you're dealing with a significant potential safety
concern. And you have not had an opportunity for the
reactor oversight process to flag that issue at a
| ower | evel and eval uate that.

And we don't have experience right nowto
val i date whether that is alegitinmte concern or not.
But we are concerned about the indicative nature of
t he program

And | thought it was -- one of the
particul ar conmrentators, and | happen to agree with
it, I think it was the Nucl ear Managenent Conpany,
tal ked about if this issue continued to be placed on
t he devel opnent and evol ution of the reactor oversight
process such that it serves as a |l eading indicator to
performance problenms, and we certainly agree wth
that, and that it would aid the NRCin identifyingthe
needtoreviewalicenseew thfinancial difficulties.

| guess in our view we felt it was
i nsufficient experience with inplenentation of the
react or oversight process in a consolidated i ndustry

environment to conclude we've evolved to that point
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right now. 1 don't think we have enough, in ny view,
experience to be able to conclude that specifically.

And in follow on, | know that in your
comment s you tal ked about |ike the plant status i s one
exanpl e where the NRC may be able to ascertain that a
| i censee i s maki ng deci sions as a result of financi al
pressures. And when you really |ook at what that
particul ar inspection nodule focuses on, it is not
geared to assess decisions in that arena at all.

MR. CAMERON: Okay. Let's go to Dan and
Steve, and then quickly check in with the audi ence.
And then I think we have to get our other people on.

Dan?

MR. STENCER: | think Steve wanted to
respond.

MR. CAMERON: Ch, go ahead, Steve.

MR. FLOYD: Thanks, Dan

No, | just wanted to -- just so|l'mclear,
what you're basically saying is you would only
exercise this or even consider exercising thisif you
t hought a plant was about to go bankrupt or in
j eopardy of going bankrupt? And how would vyou
evaluate that? Just  through nornal public
notification of those types of things happeni ng?

VR. DAPAS: Wll, | think with Southern
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Cal i forni a Edi son and Pacific Gas and El ectric we had
an exanple of a licensee that was facing substanti al
financial difficulties. And | know we increased our
i nspection effort.

And | guess our question is is that
i ncreased i nspection effort currently bounded by the
react or oversight process as it's structured, | think
we as an agency effectively evaluated the inpact of
| i censee decisions. But was that truly done within
the confines of the reactor oversight process? Ws
that truly followng the plant status as currently
defined? And we're just suggesting that there be an
evaluation of that to ensure that the process as

currently structured addresses that particular

scenari o.
MR. FLOYD: Thank you
MR. CAMERON: Does that hel p?
MR. FLOYD: Yes, it does.
MR, CAMERON: Ckay. Good.
Dan?

MR. STENGER: Yes, | was just going to
nmake a sim | ar observationto what Marc just said. W
have had two exanples here recently, Southern
Cali forni a Edi son and PGE f aci ng bankruptcy. And so

there should be sone anecdotal information
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As far as everything | saw, there was no
indication the |icensees were cutting corners on
safety in any way because of the financial pressures.
But maybe that is an area that could be rolled into
the final report. | think it would be useful to the
public to have some discussion of +the NRC s
per spective on those two bankruptcy situations.

MR. CAMERON: Ckay. So provide NRC s
perspective on those two instances toillumnate this
particul ar issue. Al right.

Let me see if there's anybody in the
audi ence before we go to Ti mJohnson. Anybody have a
comrent on what you' ve heard di scussed? Yes, sure, go
ahead, Tony.

MR. MARKLEY: Tony Markley with NRR

Just one quick conmment on those two
bankr upt ci es. | believe those were probably nore
accurately characterized as a function of perhaps
bot ched der egul ati on as opposed t o bei ng a functi on of
i ndustry consolidation. Just a clarifying point.

MR. CAMERON: Ckay. Thanks, Tony.

Tim are you ready to give us an overvi ew
on deconm ssi oni ng?

MR. DAPAS: Chip, do you have any conments

on the enforcenment allegation aspects?
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MR.  CAMERON: We'll give people an
opportunity. This is sort of a-- people have an urge
to give us a coment and then we'll discuss it.
Because | don't think we can cover everything, but
let's see.

| s there anyt hing el se that anybody want s
to nention in this area that we didn't tal k about?

MR STENGER: Again, on allegations and
t hat sort of thing, maybe | think you ought to do sone
pretty sophisticated sifting of the data on those.
I"'m not sure what the data show in ternms of
al l egations per plant. Has that gone up or has it
gone down. | don't know.

MR. DAPAS: W are nonitoring that. R ght
now | would say there is insufficient information to
really nake a definitive conclusion whether we're
seeing nore or less allegations as a result of
i ndustry consolidation. That was part of our
prelimnary assessnment recomendati on t hat we conti nue
to nonitor that. We | ook at the nature and scope of
al  egati ons as t he Nucl ear Managenent Conpany poi nt ed
out. And then based on that information, draw
what ever assessnent or eval uati on we can fromthat and
t hen respond accordingly. But right nowwe don't have

that information. W were just highlighting a
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potential scenario and then | ooking at well is that a
credi bl e scenari o.

MR. CAMERON: And, Dan, your point is keep
runni ng that program so to speak?

MR. STENGER: 1t woul d be i nteresting data
to show at some point.

MR. CAMERON: All right. Anybody el se? Any
ot her issues here? Yes, go ahead, Ed.

MR. BAKER: Ed Baker, |1'm the agency
al | egation advi sor for the NRC

In response to Dan's questions, | would
say we're not seeing atrend that conmes directly from
consol i dati on. What you tend to see are specific
exanpl es of comunication issues going on wth
consol i dati on or m sconmuni cations with enpl oyees t hat
through a particular part of a consolidation or a
particul ar event we do see an increase. But | would
not attribute that to consolidation itself, but
per haps t hrough sone m sconmuni cati on.

MR. CAMERON: Ckay. Ed, thank you for
that clarification.

And, Marc, thank you for the overview on
this particul ar area.

Let's nmove on to Ti mJohnson fromOifice

of Nucl ear Material Safety and Safeguards is goingto
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tal k about the deconmm ssioning aspects.

Ti n?

MR. JOHNSON: Thank you, Chip.

When we | ooked at i ndustry consol i dati on,
we felt that there could be some changes fromthat in
t he decomm ssioning area. And what 1'd like to talk
about is a summary of our prelimnary assessnent and
al so to discuss sonme of the comments we received in
t he deconmm ssi oni ng area.

I nour prelimnary assessnment we felt that
consol i dation coul d af f ect decommi ssioninginacouple
of areas involving deconm ssioning scheduling and
financial assurance. And these two areas are directly
| i nked because any change in a deconmm ssioning
schedule could affect the way the |icensee funds
ultimately for disnmantlenent.

W felt that consolidation could affect
early shut downs. In sone cases it could mnimze
early shutdowns. And an exanple of that is the Oyster
Creek case where prior to being acquired by a
consol i dated group, was seriously considering early
shut down.

Consol i dati on m ght al so do t he opposi te.
If a particular plant isn't neeting the consolidated

conmpany's financial goals, it could result in them
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closing the plant early.

Obvi ously, these things can affect the
schedul i ng of funding for deconm ssioning. A |longer
time of operation will result in a |onger period of
recovering funds for decomm ssioni ng.

The consol i dation could affect potenti al
stretchouts and di smantlenent. An exanple of that
m ght be a consolidated utility who has four or five
pl ants that woul d cone i nto di smantl enent and t hey may
deci de to assenbl e a si ngl e decomm ssi oni ng teamt hat
woul d work on the first plant, nove on to the second
one and so on. The benefit of that would be that you
woul d have an experienced group of people doing
decommi ssioning. That could result in nore effective
di smantl enent and neeting of our radiologica
criteria, andit could al so provi de sone cost benefits
as wel | .

One of the difficulties in stretching out
decommi ssioning schedules 1is the uncertainties
i nvol ved in future |l ow | evel waste di sposal capacity
and the potential for substantially higher disposal
costs as a result of that.

The bottom Iline from our assessnment was
that we felt that the deconm ssioning programthat we

have with the regulations and guidance that we

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

117

published is sufficiently flexible to acconmobdate
t hese ki nds of changes, so we don't expect any changes
to result fromthe consolidation.

In terms of the comments we received, we
received four comments in the decomm ssioning area.
One was from the Nuclear Energy Institute and they
agreed with our prelimnary assessnent.

W had a coment from the Nuclear
Regul atory Servi ces Group that comrented on an acti on
related to a public utility comm ssion's event which
had -- mandated a particular utility to decrease its
funding level in anticipation of being granted a
| i cense renewal . And t he Nucl ear Regul atory Servi ces
G oup encouraged the NRCto not allowthat. 1In other
words, not allow decreased funding level prior to
i ssuance of a renewal. And we agree with that.

W also had a couple of comrents from
i ndi viduals. One indicated that all inactive nucl ear
power plants owned by bankruptcy filing operators
shoul d be imedi ately di smantl ed.

Qur regulations allow a licensee sone
flexibility in howthey go about di smantl| enent. They
can i mredi ately di smantl e a pl ant upon shutdown. And
for nuclear power plants, they can also delay

di smant| ement for a period of up to 60 years.
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In addition, our financial assurance
requi rements are applicabl e regardl ess of whet her the
utility or licensee earns a profit or it doesn't.

The other coment just requested an
explanation for how ratepayer contributions to
deconm ssioning funds would be protected. And our
regulations are set up to nmake sure that
deconm ssioning funds are set aside away from the
normal activities of the Ilicensee and they're
restricted to uses and activities only related to
deconm ssi oni ng.

Chi p, that concludes the sumary.

MR. CAMERON: Okay. Thank you very rmnuch,

Is there anything that the NRC m ssed in
its analysis? Is there anything that the NRC shoul d
be doing that it hasn't contenplated doing in this
area, deconm ssioning and industry consolidation?
Anybody want to suggest any issues for discussion or

have we captured it?

Greg, you look like you want to say
somet hi ng.

MR. WHI TE: | guess | woul d just throwout
that the decommi ssioning is still in the |earning

curve, or at |least we at the state | evel who deal with
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therates are still trying to gain experience on costs
i nvol ved wi t h deconmi ssi oni ng. And you nenti oned t hat
one of the state PUCs commented on reducing the fund
inlight of alicense extension. | can guess who t hat
state may be. But talking to some of ny coll eagues
around the country, | think that there is a lot of
guestion out there, you know, obviously we're very
concer ned wi t h adequacy of these funds, but we're al so
concerned with these funds being significantly nore
than i s necessary.

And as we get into experience it, you
know, we have a situation where a conpany has a nunber
of plants that they're operating and they get into
deconmi ssioning, they gain experience as they go.
They find that they can deconm ssion these plants for
costs significantly below the funds. Obviously, we
have an interest in that.

MR. CAMERON: Ckay. Thank you, G eg.

Anybody want to comment on Greg's point?
Margaret, did you want to talk to that?

M5. FEDERLINE: Right. | just wanted to
briefly comment.

One thing that we're seeing --

MR. CAMERON: Sorry about that, Margaret.

V5. FEDERLI NE: One thing that we've
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noticed in that arena that we think is benefittingthe
process is the information exchange between utilities
that's going on. Utilities who are currently going
t hrough decommi ssioning at this point intinme, there's
a lot of wupfront discussion during planning and
benefitting from experience that others have gone
t hr ough.

Here at the NRC also we're trying to
streanline the process. W see, you know, we have an
opportunity tolearn fromthose t hat have gone t hr ough
the process to this tine and date. And we're trying
to strike a bal ance between, you know, an efficient
process still maintaining safety.

So, | would just enphasize the need to
continue the informati on exchange between utilities.

MR. CAMERON: Ckay. Thanks, Margaret.

Any nore on that issue or should we go to
Dan? Anybody want to conmment.

Dan, another issue?

MR. STENCER: | was going to pick up on
Tims point. W were the ones who nade the conment

for the Nucl ear Regul atory Servi ces G oup about state

PUC  decreasing t he | evel of f undi ng for
deconmi ssioning based on the prospect of I|icense
renewal . And the concern there, Geg, was really in
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our view, and I was very famliar with one of those
cases. There have been two exanpl es of that. And the
real concern there was that the state PUC were the
consumner advocates definitely pushing sonething that
woul d real ly anpbunt to prejudgi ng whether a |icensee
could get its license renewed by the NRC, which was a
j udgnent by a federal agency, a safety regulator. So
that was the real concern.

MR. CAMERON: Ckay. Thank you on that.

Her b?

MR. BERKOW Dan, we're clarifying our
assessnent based upon your recommendation. That will
be clarified.

MR. CAMERON:. kay. Geat. Thank you,
and thank you, Tim

Let's goto Jeremy. Jereny Smithis going
to give us an overview of fuel cycle facility issues.
Thanks, Jereny.

MR SMTH: |I'mw th the Nucl ear Material s
Saf ety and Safeguards O fice, Fuel Cycle Safety and
Saf eguards Division and was responsible for
conglonerating all of the information on the fuel
cycle inpacts fromindustry consolidati on.

Essentially in the original prelimnary

i mpact was that thereis -- there has been quite a bit
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of consolidation already within fuel cycle industry.
However, there's potential for this to still occur.

One of our main concerns was that there's
now only one donestic source of ore conversion and
al so one donestic source of uraniumenrichnment within
the United States.

Agai n, there may be potential for further
consolidation, although it is a very narrow field
al r eady.

|"d go right to the comments. There were
several comments recei ved fromUSEC, NEI and the state
of Illinois. They covered a broad range of areas
from again, the only donmestic source of uranium the
view of international regulations versus donestic
regul ations, the potential for fee reductions and HEU
downbl endi ng, anong ot her issues. And if you'd |ike,
| can go i nto each particul ar conment that we recei ved
or | can open it up to the floor since we're kind of
runni ng pressed for tine.

MR. CAMERON: Wiy don't we give Steve
Toelle the floor on this one. Steve? And then we'll
see if anybody has comments on his observation.

MR TCELLE: 1'Il keep nmy conments bri ef
given the time. But there's sone issues that we just

want to quickly throw out.
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The first area of concern to us, and |
t hink other major fuel cycle facilities, has to do
with the area of fees and as it relates to
consolidation. There are a |lot of fee issues, but |
want to keep it down to --

MR. CAMERON: Is that going to make it?

MR, TCELLE: Yes, | think that works.

"1l keepit narrowed dowmn to the field of
consol i dati on.

Ri ght nowthere are -- | think there are
probably on the order of eight major fuel cycle
facilities that pay in excess of a mllion dollars
annually for fee. | think that in the foreseeable
future we can probably see that there's probably goi ng
to be down to seven or possibly six facilities that
wi || be paying these major fees. And what that neans
tous is that we end up with a situation where we end
up wi th an addi ti onal several hundred thousand dol | ars
a year with the current nethodology that's used to
cal cul ate these fees. And to us, several hundred
t housand dollars a year, has a major inpact upon our
production costs.

In the commercial business, we're in a
very conpetitive situation. And so what 1'd like to

suggest is that maybe the NRC needs to take anot her

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

124

| ook, be a little bit nore creative on how you deal
Wi th decrease in |licensees. Maybe you just can't take
t he over head burden t hat exi sts nowand just spread it
over a fewer nunber of people. Because when you're
down to six or seven |licensees versus, you know, what
is it 103 reactors that you have, it has a mmjor
i mpact on us individually.

Frankly, we've had to in order to be
conpetitive, we've had to take sonme fairly drastic
actions to cut our production costs. And when you
tal k about cost cutting, we -- you know, that goes
hand- and-hand with staff reduction. And |'m not
suggesting that NRC have a staff reducti on per se, but
there may be sone creative ways where you can
br eakdown sone sil os that exist now where people only
work in certain little areas where maybe you can use
your resources over a broader area within the NRC
That would include the region also. Because the
current nmethodology is going to increase the fees in
t he foreseeabl e future for us, and we're in a position
where those increases are becomng nore and nore
unacceptable to us.

MR. CAMERON. Anybody want to comment on
creative ways to reduce overhead? Margaret?

M5. FEDERLI NE: Chip, | would just
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indicate to M. Toelle --

VR. CAMERON: I don't think --
unfortunately, Margaret, | don't think you' re com ng
t hrough on that. Al right.

M5. FEDERLI NE: This one's working |
t hi nk.

MR CAMERON:  Yes.

MR. DAPAS: W agree with the concern.
We're facing this concern across NVSS with reduction
of nunber of |icensees also as aresult of increasein
nunber of agreenment states. And we started an
initiative to | ook broadly across the office | ooking
not only at direct costs, but also indirect costs.
Looki ng at creative ways that we could try and reduce
t hose costs. Because we all know that changes and
i mprovenent in the regulatory process costs nobney as
well and we're trying to | ook at, you know, how can we
make those cost effective inprovenents in the nost
cost efficient way.

And it's a tough challenge. If anybody
has any specific suggestions, |'d be happy to have
them But we are |ooking at that.

MR. CAMERON. Coing to Margaret's point,
anybody have any ideas, specific suggestions for the

NRC al ong those lines? And then we'll go back to see
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if Steven has other issues. Steven, did you have
sonething to say on this?

MR. TOELLE: Yes. One of the things that
we' ve had to do, is we | ooked very, very hard at our
wor k processes. And we found that in inproving the
wor k processes we've had to do just what | suggested
t hat maybe you wanted to | ook at, and that is where
we've had to make our enployees nore versatile and
work in nore than maybe just their little traditiona
area and breakdown sonme of the boundaries between
or gani zati ons.

We've gone from two plant engineering
organi zation to one engi neering organi zati on. W' ve
had to do things like that to try to naximze
efficiency of the enployees that we do have.

MR. CAMERON: Anybody el se want t o comment
on that?

St even, do you have anot her issue?

MR, TOELLE: Yes. Really briefly. I
heard earlier a corment about in regards to reactor
licensing new technology. And, in fact, | just
recently read a paper that was put out that addressed
that issue about being ready for new reactor
licensing. And | say this in this forumknow ng full

wel |l that NMSS already is thinking about this, but
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t here's newtechnol ogy com ng down t he pi ke, certainly
in the uranium enrichnment business.

W have announced our plans to how we're
going to go forward fielding an urani um enrichnent
pl ant based upon centrifuge. And | noted that there's
been a recent letter fromExel on and Duke expressing
an intention to field possibly an urani umenrichnent
pl ant based upon centrifuges.

So | think centrifuges are in the NRC s
future, and so | think |like the reactors who have to
get ready, | think NMSS al so needs to get ready. And
| say that for you knowi ng that you're doing that.

MR. CAMERON: And is that sonething that
m ght flow out of the nove towards consolidation or
that's going to happen anyway probably?

MR. TOELLE: | nentioned that because |
heard it earlier today. Sonebody was tal king about
new reactor licensing and getting ready for
technol ogy, and | just wanted to throw that out.

MR CAMERON: Okay. Vel |, thank you.
W'l | put that up there.

And, Margaret, do you have anythi ng?

M5. FEDERLI NE: Yes. One of the
chal l enges for us to try and keep our finger on the

pul se. This is an extrenely conplex industry, you
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know, a lot of political dinmensions, internationa
di mensi ons as well. And we are trying through a
nunber of initiatives to keep our finger on the pul se
of what's com ng down the road to make sure we are
pr epar ed.

MR. CAMERON. Okay. Geat. Thank you.
And thank you, Jereny.

Let's nove to Tony Markl ey for financial .

W will finish by 12:15, no later. W
could finish earlier, but I want to make sure that we
give Tony's area due, and also go to these other
i ssues.

Tony?

MR. MARKLEY: 1'mgoing to borrowthe ni ke
because 1'mgoing to stand up and tal k.

| amTony Markley. |'ma project manager
in NRR, and | work withtherisk infornedinitiatives,
and | was a nmenber on this task force as well | ooking
at the financial related areas.

Wthinthe financial related areas, there
are six questions, six areas that we | ooked at. One
was foreign ownership, licensee fee structure,
i nsurance, j oi nt and sever al regul at ory
responsi bility, bankruptcy protection and financi al

qual i ficati ons.

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

129

Wth respect to the foreign ownership,
we're seeing possibly as a result of consolidation,
probably nore deregul ati on worl dw de, or what have
you, there's a lot of interest in foreign ownerships
of US. plants. Now recognizing that the Atomc
Energy Act of 1954 significantly inhibits that, the
challenge is howto deal with this and does it affect
our regul atory processes to precl ude forei gn ownership
dom nation and control of donestic power plants as
provided for in the Act.

The nature of the coments that we
received, some commentators, one conmentator, an
i ndi vidual found it very troubling that a potenti al
forei gn owner who has regul atory problens in his own
country would come over here and buy plants in this
country. And there were industry comentors that
i ndi cat ed t hat we ought to be nore fl exi ble to provide
di fferent arrangenents or structures, or things of
that nature to allow foreign ownership to proceed
irrespective of the Atom c Energy Act, or find sone
way to work with it or work around it, what have you.

Wth respect to |icensee fees, we really
only had one comment, and t hat was essentially that we
were proceeding in the right direction but the caveat

was is that the reactor side of the industry did not
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want to pay for services that they did not receive.
But on the basis of how we assess our fees and how
they're structured at this time, there were no real
significant coments on this issue.

The next item was a little nore
interesting, and it deals wth insurance and
i ndemmification. It's both off-site indemification
and on-site. And our current regulatory structure
provi des for |icensees denobnstrating that they can
cover industry retrospective premunms for off-site
i ndemrmi fication in case there were an accident. W do
not currently have this in our structure for on-site
i ndemi fi cati on.

And we did receive sonme coments. One
commentator was concerned because of industry
consol i dati on and newstructures and arrangenents, was
there a potential for the corporate parent to shed or
hi de behind sonme liability, in other words, not
transmt all the way through, that people could avoid
liability if there were an accident.

Anot her coment or had concern for
financial stress due to an accident at one facility.

And then the industry coments were
predom nately they believed that the things were al

right in ternms of nmaintenance, of insurance and
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i ndermi ty such that consideration of rul emaki ng was
unnecessary.

VWhat we had put forward inthe prelimnary
assessnent was | ooki ng at considering a rul emaking to
provi de for denonstration of capability of supporting
the retrospective rating prem uns associ ated wi th on-
site insurance. And that was the nature of this
I ssue.

The next issue dealt with joint and
several regulatory responsibility. There were sone
i ndustry comrents on this. The comment from NE
basically indicated that the position that we had
adopted in our assessment was a appropriate and no
further action was needed.

W had anot her industry comment that felt
further clarification was needed as to what we neant
by joint and several regulatory responsibility.

It shoul d be noted that the Commi ssi on has
i ssued policy statements. There was a petition for
rul emaking on this issue and there is a good public
record on this issue, so that is avail able for anyone
to review

The next issue dealt wth bankruptcy
protection. W |ooked at the ongoi ng i ssues out there

and bankruptcy was touched upon earlier in our
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di scussion today. Andthe situationinCaliforniawth
Southern California Edison and Pacific Gas and
El ectric. Those situations are nore of a function of
deregul ati on as opposed to groups that were buyi ng up
pl ants and the aggregation of plants under a single
utility. So, while it's not industry consolidation,
certainly the bankruptcy experience is pertinent.

And | ooki ng at the bankruptcy experience
t hat we had had previously with sone other utilities,
both in New Hanpshire and Loui si ana, and experiences
wi th those, our assessnent was that regul ations that
we have on t he books and our policies are sufficiently
flexible to deal wth this. And also to the
experience that the bankruptcy courts have | ooked very
favorably as decommi ssioning funding is having a
primary call on the assets.

Basically our position was that there is
no further action needed. The comments that we
received with respect to this supported that.

The last item dealt wth financial
qual i fications. Financial qualificationsis inportant
when a newlicensee or entity wants to build a nucl ear
power plant, and it al so becomes i nportant in |icense
transfers. And as discussed earlier, there is a

process for review ng financial qualifications andthe
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i ssues involved in that, and the nature of the
comments we had. Basically it didn't believe any new
i ssues were rai sed regarding this sothere was no need
for regulatoryinitiatives. Andthen there was anot her
comment that supported our initial assessnent, but
also indicated that as industry consolidation
continues, we should continue nmonitoring to see if
there's anything that woul d present a challenge with
the financial qualifications area.

And that is a brief sunmary of the areas
and the conmments on those areas.

MR. CAMERON: Tony, why don't you join us
at the table for this discussion.

Let's go to Dan. Dan?

MR. STENGER Sure. | just wanted to
anplify on the foreign ownership issue. That was an
i ssue that we addressed at sone | ength on behalf of
National Gid U S. A andits operating subsidiary New
Engl and Power Conpany.

National Gid of Geat Britain is the
| eadi ng transm ssion entity in the United Kingdom
They two years ago nerged with New Engl and El ectric
Service and now fornmer NEES is now National Gid
U S A

Now, this is a British conpany, | want to
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point out, our best ally. And that's quite
significant. The NRC has certainly differentiated
types of foreign ownership.

National Gid would like to invest in
transm ssioninthis country, and if you thi nk we need
nore generation in this country, the transm ssion
facilities have probably been even nore negl ected t han
new generation over the last 15 or 20 years. So we
need i nvestnent in the transm ssion infrastructure.

National Gidis one conmpany that wants to
do that. They did that through their nerger wth
NEES, the nerge that's on the table now with N agara
Mohawk. And they were also selected to be the
operator of the Alliance RTO M dwest. But they have
run into i npedinments with their ability to nove with
t hese investnents because of the foreign ownership
restrictions of the Atomc Energy Act and NRC
regul ati on.

National Gid US A is 100 percent
forei gn owned upstreamby ot her National Gidin G eat
Britain. That can pose a problem if they were to
nmerge with a U S utility that is a 100 percent owner
or operator of a nuclear plant that we were -- our
comments are designed to at |east get sone real

t hi nki ng about -- you know, obviously if there can be
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sone | egi sl ation that woul d resol ve the problem But
the I egi sl ati on has been hung up because of nati onal
security issues and prior to Septenber

There may be sone creative ways that the
NRC can allow sone of this investnment to go forward
consistent with the limtations in the Act.

| just wanted to highlight that that's
where we were coming from

MR. CAMERON: Ckay. Thanks, Dan.

Anybody have a comrent on what -- the
poi nt Dan just raised? GCkay. Ira?

VMR DEN TZ: I"m lra Denitz. I"m the
i nsurance indemity analyst. I"m not a financia

anal yst, but fromwhat | read in the press, National
Gidis having difficulty with a bal ance sheet now
operating in the deficit. They're one of the
conmpanies | believe that wants to take over the
regi onal transm ssion operations in this country for
power grids for profit, is that correct? And what
assurance does the public have that a conpany is
having di fficulty operating right nowat a deficit is
going to provide the assurance that we need as a
country to denonstrate that ability to handle our
transm ssi on operation?

MR.  STENGER: You're right, 1'm not
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famliar with the circunstance you're tal king about,
so |l really can't address that.

MR. CAMERON: Ckay. Thank you. | guess
t he point, the generic point may be that there's all
sorts of indicators that have to be anal yzed besi des
bei ng creative.

MR. MARKLEY: One conment |'d |ike to add,
Chip, is that the NRCin its |legislative agenda over
the | ast two years has supported | egi sl ationto renove
that barrier, and we al so did cone up with a neans of,
although it created a ot of work for us as well as
the licensees involved in the Anergen situation in
terms of finding a negation action plan that would
preclude the foreign dom nation control that would
all ow that transaction to nove forward.

It isadifficult area. Andit's one that
requires |l egislative support, |I'mafraid.

MR. CAMERON: Ckay. Thank you. And t hank
you, Tony. Good presentation.

| want to have sone di scussi on of what we
call ed other issues, and | don't want to mnimzethis
category by calling it other or using that term
These are issues that the NRC mght not have
recogni zed or mght not have highlighted in its

prelimnary assessment. And we wanted to provide all
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of you an opportunity to put those onthe table for us
al so.

Are there any issues that fall into that
category that anybody would |ike to bring up at this
point? David? And that's a working m ke, | hope.

MR. LOCHBAUM W'l see.

MR CAMERON: All right.

MR. LOCHBAUM It's an issue that wasn't
in our witten coments, because | didn't read the
NUREG that the research did until after | submtted
t he coments.

The Executive Sunmary and in the text of
t hi s NUREG CR6735, one of the findings or observati ons
was that "The FAA experienced staff and budget cuts
around the tine of aviation deregulation and |ater
find that its staffing levels were insufficient to
meet the additional demands that arose fromecononic
regul ation."” That's a quote from page 15 of the
Executive Summary.

The NRC staffing |evel since 1993 have
basi cal | y been downward spiraling. Sonmewhere in here
t hey poi nt out that the budget has been cut 25 percent
since 1993 in real dollars.

|"d just withdraw the comment.

MR. CAMERON: All right. D d we finish
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t hat ?

MR. LOCHBAUM  Yes, we did.

MR. CAMERON. Ckay. Let ne just make sure
| understand. The inplication is is that don't nove
too fast to cut resources in times of deregulation

because you m ght turn out to be wong, or did | mss

t hat ?
MR LOCHBAUM | withdrew the conment.
MR. CAMERON: Oh, you withdrew it?
MR LOCHBAUM | withdrew the conment.
MR. CAMERON: And why did you do that?
MR. LOCHBAUM  There's only one worKking

m crophone in this whol e building.

MR. CAMERON: Well, maybe this has proven
your point, though. You know, this may be proving
your poi nt.

MR LOCHBAUM The comment was -- where |
was headi ng was that it | ooked | i ke t he FAA was sayi ng
t hat they -- consolidation and deregul ati on gave t hem
stress in terns of not having enough staff. |If you
| ook at the charts, the NRC staff has been goi ng down
al t hough the workl oad seens to be goi ng up.

So the concern was that based on this
study was that naybe like FAA the NRC staff |evel

wasn't right; wasn't high enough or wasn't matching
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t he workl oad that's been placed on it.

W | ook at signs like howlongit takes to
process safety issues or get websites back up as
opposed to process |icense renewal applications and
say that perhaps there's a sufficient workload to do
sone t hi ngs, but not other things. And wanted to know
i f, you know, the NRC staffing | evel also | ooks |like
it should be on the table, and noney for m crophones.

MR. CAMERON: Thanks for finishing that,
David. And let's go for a discussion of that issue.
It's not only resources matching workload, but
resources mat ching all aspects of the workload. There
is an issue of priority there, and | think David did
tie that to consolidation for us | think.

G eg, do you want to comment?

MR WH TE: | would just conment that as
a staff person in an agency that's wundergoing
deregul ati on we've in fact seen our workl oad goi ng up
rat her than going down, as with the NRC as wi th nost
agenci es, regulatory agencies in particular. W're
under a |l ot of pressure to reduce our staff and reduce
our -- you know, there's intuitively you think if
you're going to reduce regulation, you're reducing
regul atory workl oads. W haven't found that to

necessarily be the case.
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| al so woul d nention that as Dan poi nted
out that while -- didn't exactly point out. But
really | would say that the consolidation of the
nucl ear i ndustry and t he consol i dati on of the electric
utility industry as well really, in nmy opinion, began
with the changes to the Public Utility Hol di ng Conpany
Act under the Energy Policy Act of 1992; that when we
really started to see the forces gathering towards
consol i dati on.

As sonet hi ng of a student of history, the
Public Utility Hol di ng Company Act of 1935 was cr eat ed
due to the fact that there were trenendous abuses in
the industry. If | remenber correctly, in 1928 or '29
or so, about the tine that Congress began to very
closely study this issue, there were |I think six to
eight utilities controlling 65 percent of the electric
utility business. And so they found trenmendous
abuses. There were pyram d schenes in the way things
wer e oper at ed.

| don't want to say that that's going to
happen again. You know, first of all, we didn't have
a nucl ear business at that tine. nuclear power is a
very different animal. It is safety regulated | think
very well by the NRC. And so | take a lot of confort

in the fact that things are not exactly the sanme as
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they were back in the '20s and '30s when PUHCA was

enacted. However, | would coment that | think we
need to just very carefully nonitor the consolidation
because we do have some history, because we have seen
what had happened previously when there was a
tremendous consolidation. And also to follow up on
what David said, and that is that -- and has been
poi nted i n ot her -- including Johnson study that there
can be sone real concern with staff reductions,
budgetary reductions and the effect of nonitoring
regul ati on.

MR. CAMERON: Ckay. Let's go to Marc and
then we'll go to Steven.

Mar c?

MR. DAPAS: | just wanted to conment that
we didn't, David, specifically look at staffing
reductions. We did evaluate the organizationa
structure of the NRCin the context of efficiency and
effectiveness and discussed issues |like are the
regions able to inplenment an inspection program
effectively when you have a licensee that crosses
regi onal boundari es. A good exanple of that is
Exel on, and | can conment that Region 1 and Region 3
have had di scussions. | think there's been neetings

at headquarters where senior |icensee nmanagenent has
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cone in and discussed, I'll call it status of the
fleet, those type of initiatives.

But | can gi ve you a regi onal perspective,
and | think this applies to the program office as
wel | . W exercise what we call our planning,
budgeti ng and perfornmance nonitoring process or PBPM
W have to eval uate whether we're able to effectively
i mpl enent the prograns that we are responsible for
with the resources that are provided. And we go
t hrough t he budgeti ng processing and staffing pl ans,
we | ook at were we able to acconplish the program
obj ecti ves.

We have operating plan netrics that we
report on to the Executive Director of Operations
Ofice on a quarterly basis that outlines are we
nmeeting programobjectives. And we evaluate that on
a routine basis.

We conduct self-assessnents internal to
the region to determ ne the quality of our efforts,
i nspection reports, event followup; those type of
t hi ngs.

So | think there's a mechani smin placeto
provi de feedback when it appears that the resources
that we've been provided are not sufficient. And we

| ook at things Iike are we using resources that were
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programed for one area to effectively acconplish the
programin another area, to what degree do we rely on
overtinme, etcetera. So | do think that the agency
| ooks at that very carefully, but we did not eval uate
that as part of our consolidation working group
effort.

MR CAMERON: Steven?

MR, TOELLE: Just quickly, it's just not
how many peopl e you' ve got on your staff, but how you
utilize what you've got.

We, in the past three years in our
corporation reduced 25 percent. And the first
reaction of our managenent when you present the idea
t hat you've got to reduce staff is we can't do that,
we can't acconplish our m ssion. But once you get the
i dea that well you don't have a choice, you' ve got to
do that, today we're operating safely. W're a |ot
nore efficient than we were three years ago. It's how
you use the people you got.

Now, there is sone critical mass that you
have to determine, but the idea of staffing
reductions, you' ve got to al so consider work process
i mprovenents, too.

MR. CAMERON: Ckay. Steve?

MR FLOYD: Yes, |'d like to second that
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as well. I know nost of the utilities have gone
through fairly significant staff reducti ons over that
sane tine period.

One of the nost effective ways they did
it, and | don't know-- | really don't knowif the NRC
has | ooked at this in a broad way or not, but that is
| ooki ng at detail ed process mappi ng that | think Steve
made reference to before. |It's an extrenely useful
tool for |ooking at where you have dual |oops and
i nefficiencies inthe way you conduct business within
your organi zation. Just offer that as a suggestion as
somet hi ng you may want to | ook at.

And 1'1l pass on one other observation
The entities that tried to do it within their own
organi zational structure have found out that they
can't doit, because of all the cultural barriers that
never can identify an area of inefficiency in their
area, only in sonmebody else's area. And where it
became nost effective is when you brought an outside
consultant into do the process mappi ng and ferret out
for you.

MR. CAMERON. Ckay. Thank you.

Let's go to Margaret and then Herb, and
then | think we have to wap up.

MS. FEDERLI NE: Yes, | would just quickly
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note that these are good suggestions --

MR. CAMERON:. Not that one. Not that one.

M5. FEDERLI NE: | would just note very
qui ckly these are very good suggestions. And we al so
have enbar ked on busi ness process re-engi neeri ng, and
we are using external experts in these areas to wal k
us through our processes. And we're actually seeing
sone efficiencies.

And | think to go to Dave's point, the
main thing we're trying to focus on is how do our
out comes serve our priorities. And our nost inportant
priority is nmaintaining safety. And we better
understand now the activities that are related to
mai nt ai ni ng safety through this process.

MR. CAMERON: Ckay. Thanks, Margaret.

Her b?

MR. BERKOW | just wanted to note that
there clearly are resource inplications to the NRC as
a result of industry consolidation, and we need to
recogni ze that. We did, and I think it's sonething
t hat we perhaps need to focus on alittle nore in the
final assessnents.

MR.  CAMERON: Okay. And, Herb, | just
want to assure everybody around the table and in the

audi ence, the comments that you heard today will be
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noted and eval uated as part of the working group's
assessnent, including coments, all of the ones that
we just heard right now |Is that correct?

MR. BERKOW That is correct.

MR. CAMERON: Yes. W are collecting for
t he m crophone fund and David's going to be the first
contri butor.

Anybody out here in the audience that
wants to comment on -- we had a bunch of topics that
we di scussed ri ght now. Anybody want to say any fi nal
words to us?

Ckay.

VMR, BERKOW Chi p, one nore. Just a
clarification to what you said. W wll address the
conment s, t hose t hat pertain to i ndustry
consol idation. W covered a |l ot of other areas here,
t oo, today.

MR. CAMERON: Sure. | nmean, you have to
put through your filter.

MR. BERKOW Exactly.

MR. CAMERON: Right.

Vell, | just want to thank everybody for
taking the tinme to be with us today. And there is
nore this afternoon on related i ssues, and tonorrow.

And | guess | woul d just ask, Herb, do you
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have any final comments for us?

MR. BERKOWN No. | just want to thank
everybody for the good participation. This has been
very hel pful to us.

MR. CAMERON: Okay. Thank you very rmnuch.

(Whereupon, at 12:15 a.m the above-

entitled matter was adjourned.)
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