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health and safaty for the purpose of recucing expenditures." [y
could be doubt regarding the basis for such a conclusion since i
means clear that IE would be in a position to scrutinize in deail
decisicn-making and the procurement procass.)
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Recognizing the limited usefulness of the financial qualifications inquiry,
the Commission's Seabrook decision notes that reliance is placed upen If
which ... monitors the quality assurance program of licensees and samples
of the actual work performed by contractors and subcontractors.” On the
other hand, maintenance of a financial qualification test -- in scme form --
is probably desirable, at least as a threshold test to identify applicants
withcut sufficient money resources to enable them te meet existing and
future regulatory requirements however geod their intantions.

While QPE would favor eliminating reviews not warranted for protection of
public health and safety reasons, we believe the Commission sheuld nave the
tenefit ¢f additional infarmation cefcre acting on the sta<'s aropesal.,
[ssues identified oy OPE are:

== Difference 5
Poor: The pap
in Tiey of NRC
reviews averla
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tween NRC review and reviews done oy Mocdy/Standard and

er propeses adeption of the security ratings firms' raviews
reviews, but does nct indicate in what specific ways NRC

p or differ from the Mooly/Standard 2nd Pzor reviaws.

$ & general discussion, but it is diffieylt to compare
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easily NRC's effort :o that of the bSond raters. 0oes NRC reguire more
or less cdatai what aspects of the NRC review whnich cculd relata to
safety are/are not found in the Mocdy/Standard and Pacr reviews? ahat
are the gifferences in fundamental objectives?

== Evaluation of other alternatives: The NRC regulaticns (8C.33(f) and
Appendix C of Part 50) were written in 1658. The depth of staff reviaw
underwent a substantial increass in 1873-74 in response t3 the crisis in
utility financing of that period without formal change in _he regulaticns.,
Yet, the staff propeses to reduce the lavel af effars for well qualified

utilities by formal change in regulations. Staff could achiev
end, given the generality of 50.32(¢) and Appendix C, by writi
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g qu-
latory guide setting foerth its specific requirements vis-a-vis financial
qualifications. Such a guide would give more suSstance %o the regulat:.ans,
Staff might also consider, where availidle, the Financial reviaws cone
Oy state PUC's instead of the Mcody/Stancerd and Paor Send ratings; they
My .ove close in nature %o the type of financial qualificatien revizw
NRC ncw performs.

== Cost evaluation: The value impact analysis in Znclosure 7 talks seneraily
420Ut C2st durcen cn the licenszes. Moreover, the staff paner 3ssarts
that financial qualifications have Seécime *,.. 2 fregquently csntassad
ssue in NRC licensing arccesdings.”  [page 3) CPE Lnderstingds thzt
there have bteen at leist thrae licens g Sases wnere financial 2ualifi.
cations were a big issue Seabrock, Wolf Creekx 2nd 3laex Fox. Mere
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scesiiic infarmation TEIirding the number of cases adversely impacted an¢
+202. 27 31377 resources required o9 perform thess r~aviews uncer current

starf practice -- together with tha estimated cacreiss in affor: if the
proposal were adopted -- would ba usafyl cefore assuming “less is bettar.®
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You have recently received a paper frem the stass which analyzes the generic
financial gualifications issue -- 2s was reguested in the Commission's
January 6, 1978 Seabrock Crder (SECY-72-2%8). In its essentials, the staff
proposes (o forego {inancial qualifications reviews 2t ths (2 and OL stige,
proviced the 2pplicant meets two tests (2) the enterorise eithsr is regu-
Tated (private utilities) or sets its cwa ratss (municipal utilities or co-
operatives) and (b) its senior dzbt securities are rated A or better by

both Moody's and Standard and Poor. Thess nat passing these tasts (a very
ing Pert 30 licznses) would get
e. This p-cpos2l would be imple-
FR 30.33(f), 50.54(q), and

the full treatment of current staff practi
mented by changes in NRC regulations: 10 5

~ppencdix C to Part 50. As ncted below, C elisves that there are issues
and alternatives not now well developed cr avaluated in thz saper whars the
Commission may wish additionzl informzticn for decision-making prior to
acting on the staff propesal. .

As th: Commission's Seabrook decision clearly suggests, the linkage Setwszen
an applicant's financial quelifications and meeting his health and safety
rescensibilities is a tenuous one at best. 1In theory, 2 finmancially "weil-
heelec” 2pplicant would not be pressed te cut cornars in safety-relzted and
other areds. On ths other hand, shoastring operators could be so strapped
financially that they could nst be counted en to build and operate a plant
safely. Whather or not such 2 connezsien re2lly exists is very problematic
In this regard, during the Commission caliberatisns on Seadrock, OPZ locked

8t Cemmission request for a possible rzlaticnship detween sand ratings (an
incex of financial strength) and license

¢ event reports ("safety index")
and found that -- for all intents and ;urzoses -- there wasn't eny linkage
which was reflected in the statistics. In addition, Enclosure 4 of the
stari peper (SECY-79-289) reports that II kas net identified any instances
where utiiities "... performed or authcrized acticns cetrimental to public
CChTALT:
Cennis Rasthbun (0PZ)
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healih and safaty for the purpose of reducing expenditures.” (Notz: Thare
could be doust regarding tne basis fer such a conclusicn since it is by no .
means clear that IS would be in a positicn to scrutinize in dstail financial
decisicn-making and the procurement process.)

Recognizing the limited usefulness of the fin.uncial qualificaticns inguiry,
she Commission's Seasrock dscision notes that reliance is placed upon IE
which "... monitors the quality assurance program of licensees and samples
of the actua) work performed by contractors and subcontractors.” On the ,
other hand, maintenance-of a financial qualification test -- in some form ==
is probably desirable, at least as 2 threshold test to identify applicants
without sufficiznt money resources to enzble them to meet existing and
future regulatory requirements however good their intentions.

While 072 would favor eliminating reviews not warranted for protection of
public health and safety reasons, we believe the Comission should have the
benefit of additional information before acting on the staff's proposal.
Issues identified by OPE are:

.- Differsnze betwaen NRC review 2and reviews don2 Dy Moody/Standard and
Poor: The paper proposes adoption of the security ratings firms' reviews
in lieu of N3C reviews, Sut does not incicate in what specific ways NRC
reviaws cverlas or differ from the Moody/Standard and Poor raviews.
fnzlosur2 5 has & general discussien, but it is difficult to compare

easily NRC's effert to that of the bond raters. Does NRC regquire more

r less de<2il? What aspects of the NRC review which could reiate to
safety arc/are ast found ia the Maocy/Standard and Poor reviess? What
ara the Ziffsrsnces in fundament2] o>jectives?

-e Evaluation of other alternatives: The NRC regulations (50.33(f) and
Appendix C of Part 50) were written in 1888. The depth of staff review
underwent 2 substantial dincrease in 1973-74 in response to the crisis in
utility financing of that period without forma]l change in the regulations.
Yet, the staff proposes to reduce the level of effort for well qualified
utilities by formal change in regulations, taff could achieve the same
end, given the generality of 50.33(f) 2nd Appendix C, by writing a regu-
latory guide setting forth its specific requirements vis-a-vis financial
qualifications. Such a guide would give more substance to the regulations.
gtaf mizht 2lso consicder, where aveilanle, the financial reviews done
oy gtate SUS's instead of the Mcody/Stancard and Poor bond ratings; thay
may prove clese in nature to the tyge of financial qualificaticn review
hAC now performs.

.= Cost avaluation: The value impact analysis in Enclosure 7 talks generally
anaut coss burden on the licenszes. Moreover, the gtaff paper asserts
that finanzial gualifications have cecine w. ., a frecuently cecntasted
jesue in NEC licensing preceedings.” (page 3) CPEZ uncerstands that
thers have -een at least three lizersing cases where financial gualifi-
casions were 2 5ig issue: Seadrook, Walf Creek and Slack Fox. More
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rmation regarding the numier of cases adversely impacted and
rasources required to parform these reviews under current
-- together with the estimated decrezse in effort if the
-- would be useful Lafore assuming "less is bester.®
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