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December 10,1990

hfr. Samuel J. Chilk
Secretary of the Commission
U. S. Nuclear Regulatory Commission
Washington, DC 20555

ATTENTION: Docketing and Senice Branch

SUBJECT: Draft Policy Statement Possible Safety Impacts of Economic Performance
Incenives 55 Fed. Rec. 43231 (1990) Reauest for Comments

Gentlemen:

Baltimore Gas and Electric (BG&E) Company is a member of the Edison Electric Institute (EEI)
and Nuclear hianagement and Resources Council, Inc. (NUhfARC) and supports both EEI's and
NUhtARC's comments in this proceeding. We agree that economic performance incentive programs
should not create adverse impacts on safety. The Company believes that an uncompromising
approach towards safety is in the best economic interest of the Company, its customers and its
shareholders. BG&E believes that economic performance incentive programs should not create
incentives to operate plants when the plant should be shut down for safety reasons.

Our retail rates for the sale of electricity are regulated by the Maryland Public Senice Commission
(h1D PSC). The MD PSC has established a Generating Unit Performance Program (GUPP) that is
used to evaluate plant performance as required by Maryland Law. MD Public Senice Commission
Law, Art. 78, Section 54F (1988) (PSC law). The GUPP was created in part to eliminate subjective
examinations of outages which have little or no impact on overall system wide economic -
performance. The GUPP is a program which was intended to recognize good system wide
performance by attempting to climinate burdensome and counterproductive review of each
individual outage. There is no " economic reward" for meeting or exceeding performance goals.

| The GUPP compares system wide performance of all baseload plants (fossil and nuclear) on a
; calendar-year basis with a system wide standard. Under the GUPP, performance targets for all

baseload units are determined and then aggregated to develop the system-wide standard. If system-
wide performance exceeds its standard,it demonstrates compliance with the PSC law. However,if a
Company fails its system-wide standard, it could still demonstrate compliance for individual units by
one of two methods. First, if the unit in question exceeded its individual target, then the Company
has demonstrated compliance with the PSC law for that unit. Second, if the unit did not meet its

I target, then the Company must demonstrate the outages that occurred during the period were
reasonably managed. Finally, the MD PSC may decide to disallow all or part of the replacement
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power costs for units not meeting the standard, based on a number of factors such as: past or present
system. wide performance; past or present individual unit performance; or any other factor that the
MD PSC beheves relevant.

De Maryland GUPP does not contain the features criticized by the Draft Policy Statement, ifit were
consistently irderpreted in accordance with the above description. %cre are economic penalties
associated with the pro; tam, and individual outages are supposed to be viewed in the overall context
of Company system-wit c performance. Even though some question exists, we we confident that the E'

MD PSC will ultimately administer the GUPP Program as we have described, although it has not yet
been required to decide this issue.

The GUPP is not based on SALP scores and, therefore, does not focus improperly on the MD PSCf

conecrns -hen addressing SALP areas. Intervenors, however,in proceedmgs beiore the MD PSC
have repeatedly used NRC icports as well as plant reports which are created to comply with saiety
regulations as evidence of "irtprudence." We believe that the out-of-context use of these safety
reports before state PSC's is inappropriate.

The standards of nuclear safety which include self identification of nuclear safety issues and
deficiencies are entirely different than the prudence ttandard used for economic regulation. Self-
criticism or NRC criticism of plant safety performt. ace is designed to concentrate on deficiencies in
order to improve safety performance and benefit from lessons learned and root cause analysis. These
criticisms, however, have been used by intervenors, out of context, to attempt to demonstrate
management imprudence for economic egulatory purposes. The criticisms contained in the
documents by their very nature utilize " hindsight" in order to improve safety performance in the
future.

The prudence standard is one of reasonableness; that is, was the action taken within the *ra ge of
reasonableness" based upon what a reasonable manager operating in similar circumstances knew or
should have kr. :wn? It is not one of aro oeficiencies or perfect "20 20" hin:isight. The use of NRC
and plant self-at.cssment documents by intervenors could piove counterproductive to the purpose of,

nuclear safety and the identification of issues and problems in pursuit of increased margins of safety,
if state PSC's adopt the logic of the intervenors. Thus, if these documents are used by the state
PSC's to determine the prudence of Company actions, an incentive could be created for operators of
nuclear power plants to be less than fully self critical and a conliict would exist between state PSC's
economic regulation and the NRC's safety regulation.

Ilowever, BG&E would not compromise nuc!ccr safety even if such a conflict were to arise. Nuclear
safety is and must be first.

Baltimore Gas and Electric Company does not believe that the MD PSC has interpreted its standard
in this manner, nor that the Md. PSC would use these documents out of context. BG&E believes
that there is a delicate balance betwc,n the state PSC's need to review plant economic performance
and the NRC's need to have nuc! car operators perform in a safety conscious, questioning, and self-
criti:al manner. This balance could be served by a clear articulation by 'the NRC of the nature and
purpose of NRC documents and licensee self assessment reports which are designed for safety
purposes. We urge the NRC to communicate directly to state commissions that such documents
should not be imp.operly used to demonstrate management imprudence.
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In conclusion, BGkE agrees that the NRC should monitor state programs and assess whether such
3rograms impact on safety. The cooperation of the NRC, cconomic regulatory commissions and
icensees on these matters will bring about a regulatory environment geared towards continual

improvement in the mutual goals of safe and economical operation of nuclear power plants.

Very truly yours,

OCC/>MO/liJR/ dim

cc: D. A. Sn!ne, Esquire
J. E. Silberg, Esquire
R. A. Capra, NRC
D. G. Mcdonald, Jr., NRC
T. T. Martin, NRC
L. E. Nicholson NRC
R.1. McLean, DNR
F. O. Heintz, PSC
W. A. Badger, PSC
L. K. Schifter, PSC
C. M. Ligon, PSC
V. Cushwa, PSC
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