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MEMORANDUM FOR: Lee V. Gossick, Executive ;
Director for Operations ; -

—
FROM: /-f‘/ Samuel J. Chilk, Secretary g“J""/

SUBJECT: . SECY-77-388A - VALUE-IMPACT GUIDELINES
(COMMISSIONER ACTION ITEM)

This is to advise you that the Commissioners (Commissioner Gilinsky noting
without objection) have agreed to adopt the guidelines contained in the
subject statf paper for use in value-impact analysis (VIA).

In connection with his concurrence, Commissioner Bradford has provided the
following comments:

"1. T would 1ike to know in a year whether staff members feel
that this exercise serves in any way to discourage regulatory
initiative;

2. I assume that Enclosure D will be revised to reflect the EDO
staff reorganization eliminating the Office of Planning and
Analysis."

The 0ffice of the Executive Director fcr Operations was informed of this acticn
by telephone on January 20, 1978.

L62
Chairman Hendrie

Commissioner Gilinsky

Commissioner Kennedy

Commissioner Bradford

General Counsel

Director, Policy Evaluation

- *ing Director, Planning & Analysis
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Honorable Robert A. Anthony :
Chzirman - : ", .
Aczinisirative Conference of the

United Stztes i,
2120 - L Street, N.W., Suite 300
w2shington, D.C. 20037

.
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Deer Chzirmes Anthony:

‘Thenk you for your letter requesting our comments on craft recommencztions
rezzrcing the use of cost-benefit and other similer znzlyticz] methods in
reculation. Your letter notes thzt the primery purpose of the proposed
re.ormendztion is to enhence the effectiveness of zcency decision-making
in those instances where Congress or egencies decide thzt such techniques

- ere to be used; the recommendation is not intended to promote or discourzge
the use of cost-benefit anzlysis per se, - X

The KRC recognizes the importance of meking the ..uclear regulzatory process
2s e7Ticient and ef7ective as possible. Some time 2go, the Commission
instituted 2 policy of carefully assessing. the impzcts as well 2s <he
veive of proposed major regulztory actiens. 5

ng the recommencztions, I will confine my remarks <o those direcied
latory zpgencies. First, you recommend that ezch 20ency, by means
ce-and-comment procedures, cevelop gen.. 2] stztements of policy or
ions describing the procedures which it would observe <$n the use
techniques. In January 1878, the Commission tcopted Tor NRC use
T "Velue-Impact Guidelines." These Guidelines were primerily .
e¢ to 2ssist the NRC staff in performing impeci-value anzlyses and,
they were consicered internz) menzoement tools, were not made
e Tor public comment 2s the Conference recommends. I believe,
» there wouid be acdvantzges %o publishing a policy statement for
czment. Such 2 statement could ley out for public review NRC's perspective
cn its cost-denevTit zpproach (e.g.. method for eveluzting regulatory impacss,
incivding so-czliec intzngibles, ¢.scounting future costs or benefits,
meriling distributionz] efiects, etc.) 2s well 2s the legz) besis for an
ncy's conduct of the 2n2lysis and the mznner znd extent of public
cipetion in the drocess. Therefore, the Commissien i 2sking the
tc review the Veluve-Impact Guidelines to prepare thew for publicetion
>lic comment. o~
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t2lement or regulztions on the use of cost-benefit znzlysis. owever, I
er th: intent of these recommencziions is to zssure that the public is
1y informed regarding the uses to which cost-benefit znzlyses have been

or will be put in the context of 2 reculatory proceecinc. Should the
AZministrative Conference zdopt these recommenczt ons, the NRC would
review czrefully its present practices to 2ssess whether ecditionzl 2ctions
would be nesded to improve our current procedures.

KRC's licensing znd rule-meking proceecings irequently do integrzte cost-
Senerit or ‘similar znalyses in the decision-meking process. President
Carter's Executive Orcer 12044 called for preparetion of 2 publicly
aveileble 2n2lysis of economic consequences of proposed regulatory zctions.
In commenting on the Executive Order, the Commissisn notec *h < the NRC
ste?T performs 2 vaivs-impact englysis for most proposed regulztions
eccerding to Commission 2pproved guidelines and it is now NAC policy to
meke these value-impect znalyses Tully availeble for public review 2t
ihe ‘time preposed or finz) regulations are published. In 2ddition the
NIPE cost-benetTit znzlvsis in rezcior licensing proceecdings is cerefully
reviewec by NRC hezring bozrds, usuelly in public sessions. The NEPA
"zrelysis is zlweys zvailabie %o the public and in contested hearings may
o2 tested 2t length pubiicly through cross-exzminztion.

Finglly, with respect to recommencziion 3, I would note that Comission
end Dozrc- jecisions frequently reference znd incorporzie elemenis of the
cost-benefil enelysis. Hezring bozre decisions ere ziweys publicly »viil-
ebie. The Cormissioners have zlso tzken steps to meke public the Steff
enziyses and reccmmensztions -which serve 25 <ae bzses for their own
cecisions on mzjor regulieiory issuves. While these NRC initiztives zre
Derheps somewhzt less structured then <he procecdures contemplated in
recoTmencetions 2 end 2, I believe they are consistent with <hs intent

=7 those recommendations.

The WRC sta7f has not been 2ble.to conduct 2 detziled review of Professor
Zeren's stucy in the time aveilable, but would be willing to do so if
recuested by the Administirztive Confere..ce. However, the stzfF ..zs
exeninet the pertion of the repor: Tocusing on NRC znd believes thas in
scme instences it mischerzcierizes KRC znzlytica) efforts and is somewhzt
Ceied (see zttzchec commernts).

T E

:f I mey be of further zssistance, plezse feel free to contzct me reczrding
this matier. Y\ |

\\S ncerely,
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Some Preliminary NRC St2¥f Observations on Professor
Barem's Study "Cost Benefit Arnzlysis in Energy .
De'isaon-kaking of the Nuclezr Regulatory Commission”

2 I\RC starf has rnot had time to study Professor Baram's report in:

:..e.] in ihe time 2vzileble for commenting on the recommencations. Some
srelininery observatwons gre noted below. 1In zddition, the WKRC staf

-
.l’.

:J

es that the Appendix A which focused on the RRC is more than a year

éné thus coes not reflect some 1mportan. recent juciciel cdecisions

ccwce*n1ng czses cited.
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r han the rDPenCIX 1 proceeding 2s zn exzmple of use of cost-
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he
ng
*cr cc:b1ned both Atemic Energy Act and NEPA consicerztions.
The study indicztes that ti~ Sezbrook trznsmission )ine cecision
raprese.ted 2 deperture from past prac.1ce in thzt substantial
wgight wes civen to unguentified environmentz) velues. There zre
m2ny other ccczsions where NRC hzs given similer substantizl weight
<o these kinds of environmenta)l impzcis (e.g., evaluztion of coo?1ng
svsiems Tor Indien Point 2nd Erunswick, anc improving cdischarge
u‘er guelity in Mzine Yankee).

' B
oo e

Ths ¢9 scasswon o‘ the Mzine Yankee c:se woulc be improved by zn
grzlysis of the Appea) Eoard cecision in <he case.

wnether or not the Enercy reorcanization Act precludes KRC use of
cost-benefit enzlyses in Atomic Energy Act decisions can be zrgued
gither way. rowever, i cost-benefit ana1yses ¢re not used, then
there must be some substitute method for ecdressing the competing
c::siéeratﬂcns inveived in-public safety cecisions. 1I. would-be:. -~
-heipful i7.2 discussion were acdec regarding.such subs.icute me;hocs
enf how they would comply with the reorgann‘agwcn act

The velue-d ";act :u.ce].nes m°n;1oned on page A-12 zre 2 pre11n.nary'
versien s:ecif1 =0 the O¥7ice of Stzndzrds Development znd zre net
Th& generel guideiines zdopiec by the C,“uusswcn in Jenuzry 19878.

ucy could be improved by focusing on some rule-mzking proceeo1ng

T en2lysis in RRC cecisicns. Appencix I was 2 unique proceeding
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