8408010077
PDR ADOCHK
|

























cases r
- repre:




company

alternative

other things

that come

allocation
principle
its number:

A.

economics

to const
tell ing
could be con:

protect them

regulatory p

g
i

resources,

with the resc




10

11

12

13

14

15

16

27

18

19

20

21

22

23

24

25

Kessel 11
disposal to help them protect themselves, from
governmental te non-governmental resources.

Finally I did teach consumer and eneragy,
and that dealt with primarily the whole energy
field. It dealt with nuclear power. It dealt
with the economics of nuclear power, It dealt
with utility rates in general. It dealt with
energy conservation, etc.

J] would say that course differed from
the other two in that it hadn't been offered for a
while at Brooklyn College, and because I was there
and was very active in the field, they let me
revitalize the course and pretty much I developed

the course itself from my own outline.

Q. Did you use any texts?

A. Yes, I did use ~~ in those courses?

Q. Yes.

A. Yes. To remember the names would be
hard.

Q. Specifically in the consumer and energy

course, was there any text?
Re Yes, it was Energy Future by Yergin and

Stobaugh from the Harvard Energy Report, I did a

lot of on~-site training with my students. I took
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we determine it, through staff meetings, through
complaints that we get from the public. A group
of people may write us on a specific issue which
may attune us to an issue tha* we need to get
involved in., The legislature, a number of
legislators will come up with an issue that they
want us to deal with., My own creativity and the
creativity of my staff. Consultations with the
governor and/or his staff.

I would say those are the major factors
that go into determining, and of course you
balance that with resources, what our budget is.

Q. I take it that you intend to appear as
a witness and express some testimony at the
hearings on LILCO's request for a low power
license before the Atomic Safety and Licensing
Board; is that correct?

A. Yes.

Q. Can you tell me on what subject matters
you intend to testify?

A. I would be testifying primarily on
whether or not granting LILCO an exemption would
be in the public interest,

Q. What is the expected substance of your
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which would add to the security cost at Shoreham
and would also add to the cost of security for the
governments involved, especially the County of
Suffolk and to some extent possibly the State of
New York and the County of Nassau.

I think that again, economically it
would probably cause, because of the need to
expend money on testing, it may cause the company
to come in for yet another rate increase for LILCO
customers related solely to the Shoreham nuclear
power station.

Q. Do you understand the reason that LILCO
applied for an exemption?

MR. LANPHER: I object to the question.
How can he possibly know what LILCO's internal
reasons were for applying?

MR. ROLFE: If he doesn't understand
the gquestion, he can say so.

MR. LANPHER: I don't understand it.

MR. ROLFE: All you need to say is
objection and your objection is preserved. You
don't need to coach the witness,

MR. LANPHER: I just want to state the

basis for my objection,
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Qs Are you aware as to whether the NRC has
reviewed the physical facilities at the plant?

A. I am not personally aware of that.

Qs So I take it you also wouldn't be aware
of any reports they had issued concerning the
plant?

A. I would say that is correct, I am not
personally aware of any reports that they have
issued. Frankly, I don't consider ~~ well, strike
that.

MR. ROLFE: Let me state for the record
that in the last 40 minutes or so, counsel huve
been attempting to assist Mr. Kessel in his
answers. I want Mr. Kessel's answers to be as
complete as possible. In that regard I appreciate
counsel's help, but in the future I would just as
soon that he answer the question and not the
lawyers,

MR. LEVINE: I thought it would be
beneficial not to have unnecessary objections. I
thought it would be better to have him urd2rstand
which reports you are referring to. I just want
to be sure that the questions are clear and not

misleading on the record. It hasn't happened to
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my recollection more than three or four times.
MR. PALOMINO: It is not a continuous
process at all.

Q. If you don't understand my questions,
please ask. I am not intending to ask anything
that is misleading, and if through my own
inartfulness I do, tell me.

Let me ask you this: Has New York
State intervened in any of the licensing
proceedings to raise any contingents concerning
the safety of the plant other than concerning the
diesel generators?

MR. LEVINE: If he is not sure -~

MR. ROLFE: If he doesn't know -~

MR. PALOMINO: Just say you don't know.

A. I don't know.

Q. Your agency has not been responsible
for that, I take it, for intervening in the
licensing proceedings to raise safety issues?

A. That is correct. When I say not
responsible, we haven't done it, I don't know
that there is a responsibility, but we have not

done that.

Q. Why do you believe the size of the
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containmen*t at Shoreham is inadequate?

A, I think it was cramped. A number of
workers I spoke to felt they weren't able to
properly do the work required because the space
was so cramped that they were unable to do a lot

of the work and testing that they normally wanted

to do.
Q. You talked to operators at the plant?
A, Yes. What de you mean by operators?
Q. I mean people who would be responsible

for operating the plant both during low power
testing and otherwise,

A. I don't know that I could distinguish
between people who would operate the plant as
opposed to people who were working or constructing
the p'ant.

Q. When did you conduct these
conversations?

A. I have been out at the plant a number
of times and 1 would say during those trips and
also in discussions that I have had privately with
people who were constructing the plant who came to
me of their own volition to discuss some of their

concerns.
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Q. When was the last time you were at the
plant?
A. When you say at the plant, you mean

inside the plant -~

Q. Yes.

A. I think inside the plant, August of
1983.

D What was the purpose of your visit at

that time?

A, I was given a tour by the Long Island
Lighting Company. I had asked for that and they
had granted it.

Q. When you say some people had come to
you and expressed complaints about conditions at

the plant?

A. Yes.
Q. Who were those people?
A. I wouldn't name them. Most of them

were people who had worked at the plant but who
did not want their identities divulged. In fact
most of them didn't tell me who they were.

Q. So you don't know their identities?

A. I don't know their names. I know that

they worked at the plant.




Kessel
How did you know that?
They had identification badges.
Did they identify themselves as

construction workers at the plant?

A. Most of them did, yes.

Q. Did any of them identify themselves
operators at the plant?

A. To the best of my knowledge, one of
them did.

Q. Who was that?

A. I don't know his name.

Is there any way you could find out

No .,
You don't have any records that would
indicate his name?
A. No .
Q. Do you have any records of those
conversations or meetings?
A. No .
Q. No notes?
A. I don't think so. I am saying I don't
think so because I may have taken notes at a

meeting. 1 doubt I still have those notes, but I
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may have taken notes at a meeting. I want to be
truthful with you, and I may have taken notes at a
meeting with several of the construction people.

Q. When was that meeting?

A. I would have to give you an approximate
time frame.

Q. As best you can,

A. I would say in 1981, possibly also in
1982. I would say that the one in 1982 was in the
summer , 1981, I just don't remember, but it was
probably in January.

Q. As a result of those meetings did you
take any steps to publicize any of the problems
that were brought to your attention?

A. Did I take any steps to publicize? As

a result of those specific meetings?

Q. Yes.
A. The answer would be no.
Q. pDid you take any action as a result of

the information that was given to you at those
meetings?

A. I would say that I may have, and 1
underline "may have," because it is hard to

recollect. I may have raised them at a LILCO




Kessel 34
board of directors ~-~ not board of directors., A
LILCO stockholders meeting.

Q. Did you turn any of that information
over to the NRC?

A. I don't recall doing so.

Q. Other than the cramped conditions at
the plant and the size of the container and the
problems with the TDI diesel generators, are there
any. other physical aspects of the plant that cause
you to conclude that it is unsafe to operate?

A. No .

Q. You say another reason that you
conclude it is unsafe to operate is because you do
not trust LILCO's management,

A. Correct.

Q. Can you tell me the basis for that
distrust?

A. Yes. I have first of all the fact that
LILCO has changed the cost of the Shoreham plant
over a dozen times and the construction target
date over a dozen times. Based upon my knowledge

of how they have done that, I feel that they

misled the public in the cost of the plant and the

target date for completion of the plant,
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I had several executives of the company
I have known in the public relations field who are
no longer with the company who have told me that
the company was not always truthful in terms of
discussing the cost of the plant to the rate
payers.

I would say in rate cases that I have
intervened in, the company has been less than
truthful in determining the cost of the facility
and in telling that to the public. There were a
number of instances whcere the company was giving
out a number for the cost of the plant while at
the same time filing a written report with usually
“he Securities and Exchange Commissien and/or
Congress giving a totally different number.

Based upcn the press releases that the
company has put out that I have reviewed and the
accuracy of the information, based upon my
personal knowladge in going to a number of LILCO
press briefings, in LILCO's responses to my press
briefings or conferences, I would say that the
company nas been less than truthful with the
public.

Based upon the company's contention
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that they have not mismanaged the construction of
the plant and the actual facts as brought to the
regulatory process in evidence submitted by a
number of parties, I would say the company has
been less than truthful about Shoreham to the
public, to the regulators.

Q. Does any part of your opinion that the
plant is unsafe to operate derive from your view
that there has been mismanagement on the part of
LILCO's management?

A. Yes. I know if I had a plumber who had
told me that the job of fixinag my toilet was going
to be 8§12 at my house and it actually wound up to
be over $1,000, that plumber would not be rehired,
or I surely wouldn't trust that plumber to come
back to my home again. Actually I recently had
that experience when I was in Albany, and my
fiancee had a plumber over the house and the
plumber said it was going to cost a certain amount
of money and it cost something like six times
beyond that. That plumber will never see my house
again, I would say the same theory would apply to
Shoreham,.

Q. Are you aware of the reasons for the
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Kessel
mcre severe than they would be if there were just
low power testing conducted otherwise?

A. Absolutely.

Q. Do you know what the extra security
costs would be?

A. I don't know specifically what the
extra security costs wouid be. I would think that
based up. * past experiences, it would run int¢c the
millions of dollars. When I say experiences, I
mean past demonstrations. I think this would be

larger, so I think it would cost a lot more.

Q. Do you have any responsibility for

security precautions to deal with such
demonstrations?

A. What do you mean by that?

Q. Does the New York State Consumer
Protection Board involve itself in dealing wilh
law enforcement agencies to either anticipate or
deal with demonstrations?

A. I would say no, unless we were asked.

Q. I take it you don't have any special
background in that area?

A. Law enforcement?

Yes.
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2 reports that I mentioned before. We have covered
3 all that,.
4 Q. The reports that you mentioned were the
5 pre-file testimony in the PSC case?
6 A. Yes, the prudency case.
7 Q. The prudency case before the Public
) Service Commission?
9I A. Correct,
10 Q. Would that also be true for the poor
11 management aspect of that face* of your opinion?
132 A. I think we have covered that also, yes.
®
13 Q. The third basis for your testimony I
14 understood to be your fear that the granting of
15 the exemption might add to the nuclear budget and
16 detract from other operations of the company and
17 the company's ability to serve its customers.
18 A. Correct.
19 Q. Have you performed any studies to
20 verify that fear?
21 A. My staff and I have reviewed the
22 company's austerity program and we have surely
23 analyzed and studied the testimony that has been
. 24 filed in the current rate case regarding the
25 austerity plan, and based upon those studies and

D, RS R e b e M e T s e e g o
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recently, and that is to cut back on the daily O
and M expenditures as opposed to the nuclear
budget.

In mv opinion that would decrease the
efficiency of service and possibly put the company
in jeopardy of providing safe and adequate service.
I think the timing is critical, and I think that
granting an exemption in my mind is speeding up
the timing by which LILCO would be able to low
power test, and in my opinion financially they
couldn't withstand that without affecting safe and
reliable service on a daily basis to its customers,
to their customers.

Q. In your opinion LILCO would be better
able to withstand that cost at a later date?

A. 1f they were able to, they would be
better able at a later date.

Q. I1f they were able to what?

A. 1f they were able to withstand testing
at all, the later the date, I think the better off
they would be and the better off they would be in
terms of not having to cut back on their service
to the customer.

Q. Explain the basis for that opinion that
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Kessel 59
the timing has such an impact.

A. Let's take a hypothetical, that LILCO
were forced or LILCO were granted an exuvmption on
September 1 as opposed to being granted an
exemption on December 1, as a hypothetical.

On December 1 LILCO might have the
benefit of receiving rate relief from the Public
Service Commission, whereas they might not have
that benefit on September 1, the rate relief that
would allow them ~~ I am not saying I support the
rate relief, but again in a hypothetical, the rate
relief that would allow them to spend money on 0
and M expenditures under a normal besis.

1 think that over the next six months
there are many financial decisions that have to be
made by the Public Service Commission and the
financial community that affect Long Island
Lighting, and I think that until those decisions
are made, there is going to be a severe cash
shortage that the company is going to experience,
and granted an exemption, I think, would
exacerbate that cash shortage against the best
interests of the rate payers in terms of receiving

safe and reliable service.
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Q. Is your belief that the granting of the
exemption would exacerbate the cash shortage
predicated on your helief that there would be
increased costs incurred in connection with the
low power testing?

A. I would say that is one factor.

Q. What are the others?

A. I would say another factor is

experience, that when the company initiated its

austerity plan, it let go employres in every area

of the company except nuclear, and I would expect
that the exemption might require more funding in
the nuclear area ~~ based upon their current
budget levels, as I reviewed them, would force the
company to fire or let go more people, and based
upon the company's announcing that they were
absolutely not going to fire anyone, now or in the
future in the nuclear area, I would expect that
those people that were let go would be let go in
the other areas which do affect daily operation
and maintenance of the system.

Q. Why do you think there will be
increased cost in the nuclear area once low power

testing begins?
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A. I think there would be increased costs
because the company would be engaging in new
practices on a daily basis. 1 think they would
need new employees. I think they would probably
hire outside experts as well as contracted
employees to make sure that the testing went well.
I would think they would probably have to hire
public relations people alone in the nuclear area
to make sure that this was acceptable to the
public, and I think that would result in increased
costs.

Let me say that those increased costs
would be far greater if the plant did not receive
a commercial license because again you would be
dirtying a clean plant, and that would increase
the costs to the company, and I think that based
upon that alone, the company could come in for a
rate increase based upon decommissioning, based
upon other factors, and even if those rates were
amortized over a certain number of years, that is
something that tney really probably couldn't do
now, as opposed to doing it once the plant were
testing for 'ow power, The exemption would move

it that much closer.
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Q. Do you have any knowledge as to the
amount of increased expenditures that you believe
would be incurred if low power testing begins?

A. No .

Q. Do you in fact know that additional
operators or any other personnel would have to be
hired?

A. I would say based upon what I have read,
based upon announcements that I have read. That
is how I would say that there would be an
increased cost,

Q. What announcements have you read that
say that additional personnel would have to be
hired for low power testing?

A. Statcments made by former chairman of
the board Charles Pearce, statements made by
several board members and company officers over
the last few years when a low power license has
been discussed in the news a lot,

Q. What exactly did they say?

A. You would have to ask them, but

generally what I got out of what they said was

that they would need more manpower to test out

plants at low power than they currently have, and
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2 that some of that manpower is in terms of hiring
3 operators that they don't have on site.
4 I know right now, as an example, they
5 #aid they're having difficulty to operate the
6 plant even at low power because a lot of people
4 don't think the plant is ever going to operate,
) and assuming you granted them an exemption and
9 assuming that the plant went to test low power,
10 people would have to be hired, and people that
11 they don't have now, and that would add to the
12 cost of the company.
13 Q. Who made that statement?
14 A. Who made what statement?
15 Q. The statement the right now additional
16 operators need to be hired before low power
17 testing can be conducted,
18 A. I don't khow his name, but the ex and
19 the new persnn in charge of the nuclear aspect of
20 Shoreham haveé made that statement very recently.
21 Q. Where did you see it or hear it?
22 A. In the newspapers, I may have heard it
23 on the radio alsov, but primarily the newspapers,
24 Q. Do you know of your own knowledge
25 whether LILCO has a full staff of operators ready
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to conduct low power testing on the payroll now?

A. Based on my own knowledge, 1 would have
to say no, since I don't work out of the plant,

Q. Do you have any personal knowledge of
any increased costs which LILCO will have to incur
as a result of low power testing?

A. Let me say this to you. I have watched
LILCO construct the plant for ten years. I have
been involved in almost every rate case, and if
that were personal knowledge, I would say that
everything LILCO ever does costs more money, so 1
wouldn't see why this would be any different., 1
would say that is direct personal knowledge, being
involved in all of the rate cases that I have been
involved in.

Q. That is a personal deduction based on
past experience, I understand, but do you have
any personal knowledge of any specific increased
costs LILCO will incur when it begins low power

testing pursuant to this exemption?

A. Beyond what I have told you already?
Q. You haven't told me any already.
A. I think I have., I think I have told

you of the neesd for operators and other things,
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concerning any public interest aspects to the

displacement of 0oil that might result from the
opening of Shoreham?

A. No .

Q. Do you intend to express any opinion -~

A. Can I say, by saying no, that doesn't
mean that I agree or don't agree with that
statement.

Q. I am simply asking whether you intend
to sponsor any testimony in that regard.

A. Fine.

Q. Do you intend to express any testimony
in the low power licensing hearings concerning
LILCO's claim that granting of the exemption might
have certain training benefits with respect to its
operators?

A. NO .

Q. Do you intend to express any opinion or
offer any testimony in the low power licensing
proceedings concerning LILCO's good faith efforts
to comply with the regulations from which it seeks
an exemption?

A. No .

Q. Do the opinions which you do intend to
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A, Indirectly, I am sure we have, I don't
know we have issued reports, but we may have made
public statements on that,

MR. LEVINE: By reports you mean
written documents?

MR. ROLFE: Any kind of written
document.

A, We may have issued a press release or
something. Nothing beyond that, though.

Q. Does the agency have an official
position paper or any other kind of report
discussing its views as to whether Shoreham should
operate in any facet?

A. We have filed a considerable amount of
testimony over the years in rate cases, and 7
would say that would contain our views on Shoreham.

Q. Is there anything other than your
testimony?

MR. LEVINE: Obviously the prudency
proceeding.

A. The work we have done in the prudency
investigation.

Q. Which culminated in testimony?

A. And exhibits, correct. The briefs that
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we have filed in those proceedings, I would say
those are the positions that we have taken.

Beyond that -~ let me say this. We may have also ~-
I have published, as I said to you earlier in the
beginnings of this, I have published some articles
on Shoreham which I think pretty much clarifies
our position on it, Some of them have been
lengthy enough to call it a position paper,
particularly the one that we published last week.

Q. Was the one last week the one that was

in Newsday, June 277

A. Around June 27, right.

Q. Did you author that article?

A. Yes, the article that we are referring
to?

Q. Yes, the article that appeared in

Newsday on June 27, 1984,

A. Yes.

Q. Do you intend to express any opinions
or proffer any testimony at the low power
licensing hearings concerning the status of the
construction at Shoreham?

A. Not to the best of my knowledge.

MR. LEVINE: Can you clarify what you
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mean by "status of the construction"?
MR. ROLFE: Whether it is complete or
the extent to which it may be completed.
A. Not to the best of my knowledge.

Q. I understood you earlier to say one of

the reasons you don't think the plant is safe is

because of some views you hold concerning its
inadequate construction.

A. Correct. That is different than what
you just asked.

Q. Right. In discussing the burden on the
rate payers, do you intend to quantify that burden
in any fashion in yocur testimony?

A. That is possible. I don't know at this
particular point,

Q. Have you formulated such a
quantification?

A. When you say have we formulated -~

MR. LEVINE: You mean specific numbers?
MR. ROLFE: Yes.

A. I would say in the course of rate cases
we have. Those numbers could surely be
extrapolated and used in this proceeding. Whether

we will do that or not, I couldn't tell you now.
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