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POLICY ISSUE
(Notation Vote)

May 15, 1992 f_ECY-92-156A

f_QI: The Comissioners
e

[nqm: James M. Taylor
Executive Director for Operations

.

Sub.1qs1: SEABROOK STATION - STATUS Of ACQUISITION BY NORTHEAST
UTILITIES

Purpose: To update the Commission on staff and licensee activities
since the Comission meeting on May 11, 1992, regarding the
proposed transfer of Seabrook operations and partial
ownership to Northeast Utilities (NU) and to recommend that
the Comicsion approve the proposed transfer.

Backaround: In SECY-92-156, the staff recommended that the Commission
authorize the staff to approve the transfer of Seabrook
management and partial ru. rship to two newly formed
subsidiaries of NV. R , ;, unction with the transfer, the
staff recommended the m new license conditions be added
to the Seabrook lice v a that the E00 send letters.

regarding Millstone ! M ormhnce and the Seabrook transfer to
all members of the NU Board of Trustees. (See Enclosures 1
and 2 to SECY-92-156.)*

During the May 11, 1992 Comission meeting on the proposed
transfer, the Chairman requested that NV management provide
the Commission with written commitments that adequate
resources to ensure nuclear safety would be provided for the
Seabrook, Millstone and Haddam Neck Stations, including those
resources necessary to fully impleme;.t planned improvements
b ; developed in the NU Performance Enhancement Program
0 ')

Contact: NOTE: Tr BE MADE PUBLICLY AVAILABLE
Cordon Edison, NRR WHEN THE FINAL SRM IS MADE
504-1448 AVAILABLE

3.i0603 ,

nesv 0%
|- W

),,

/ O. \\.



-____ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

.

*
The Comissioners -2-

Discussion: On May 13, 1992, NU provided two letters (Enclo>ures 1 and 2)
containing comitments regarding the allocation of resourecs
to the nuclear stations. The staff has reviewed the NU
letters and believes that they are responsive to the
Comission's request, and indicate that the resources to be
applied to improving the safety performance at HU's
Connecticut plants will not be reduced until the NRC staff is
ap7 raised on a timely basis, of those projected changes and
the reasons for those changes. The staff will use these
budget plans in monitoring performance at the current NU
facilities, including the development and implementation of
the PEP. _ Budget information for Seebrook will be used as a
baseline in reviewing any changes to the annual budgets which
are to be provided to the staff in accordance with the
proposed new license conditions.

Enclosure 3 contains the proposed changes to the new Seabrook
license conditions provided in SECY-92-156. The staff has
considered unsolicited comments provided by New Hampshire
Yankee to clarify the original wording. Additions to the
original conditions are underlined and deletions are lined
through. The modifications will clarify the licensee's
understanding of the requirements and do not represent any
change in the staff's original intent,

in the event that the Comission approves the proposed
transfer, the staff is preparing the licensing package
(Order, license amendments, new license conditions, and
safety evaluation) necessary for the staff to formally
execute the transfer. This effort will require about 2 weeks
to ensure careful review. Should the Comission decide to
affirmatively vote on the transfer and also decide to
indicate this approval to NU oefore the May 19, 1992, NU
annual stockholders' meeting, the staff proposes that the
Director, NRR send the enclosed letter (Enclosure 4) to NU.

is letter would emphasize that, while the Comission has
authorized the staff to approve the transfer, it does not
becomo effective until the staff has formally issued the
apreoprihte amendments.

Coordinatio.n: OGC has reviewed this paper and has ro legal objection.

Recommendation: That the Comission: 3

(1) Authorize the staff to approve the transfer of
Seabrook management and partial ounership to the new
subsidiaries of NU.

(2) eporove the mo6ified Seabrook license conditions
(Enclosure 3).

- __ - _- - -
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' The Comissioners -3-

(3) 6.patqya the dispatch of EDO letters to members of the
NU Board of Truste", (Enclosure 2 to SECY-92-156).

(4) !Lq1.e that if desired, Enclosure 4 could be dispatched
to indicate the Comission's approval of the transfer
pending the staff's completion of the formal licensing
package.

/Wies M. T) W1or
xecutive Director
for Operations

Enclosures:
1. NU Letter dated May 13, 1992
2. NU Letter dated May 13, 1992
3. Modified Seabrook License Conditions
4. Draft Letter to NU

Commissioners' comments or consent should be provided directly
to the Office of the Secretary by COB Monday, June 1, 1992.

Commission Staff Office comments, if any, should be submitted
to the Commissioners NI/" Friday, May 22, 1992, with an infor-
mation copy to the Of fic.e of the Secretary. If the paper is
of such a nature that it requires additional review and comment,
the Commissioners and the Secretariat should be apprised of
when comments may be expected.

DISTRIBUTION:
' Commissioners

OGC
OCAA
OIG
OCA
OPA
REGIONAL OFFICES
EDO
SFCY
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Mr. Jamer M. Taylor
Executive Director for operations
U.S. Nuclear Regulatory Come.assten
Washington, DC 2Ps:5

Dear Mr. Tayler:

Haddam Neck Plant
Millstone Nuclear Power Station

Proposed Acquisition of
Public Service Cpneny ef New Ha'trqhi re

,-

On May 11, 1992, senior management from Northeast Utilities (NU),
New Hampshire Yankew, and the Executive Committee of the Joint
owners of the Seabrook Station vere provided on opportunity to
brief the Commission, in conjunction with the NRC Staff, on the
proposed acquisition of Public Service Company of New Hampshire(PSNH) by NU and the two pending amendments to the Seabrookoperating license related to this matter. In light of questions
tant arose during the course of the briefing, we are providing withthis letter the specific financial data that were requested, and
are reaffirming our commitment to provide whatever resources are
necessary to achieve and sustain operational excellence st the
Seabrook, Haddam Neck, and Millstone facilities.
LINA.NC3 At, AND 2UDGETARY DATA

Attached to this letter are actual, budgeted, and forecasted cost
data for the Millstone Station, the Haddam Neck Plant, and the
Seabrook Station. Capital cost and operation and maintenance (0&M)cost data are provided by site. Actual expenditures for capital
and 0&M are provided for the three most recently completed calendar
years, 19B9, 1990, and 1991. It should be noted that actual

l
Enclosure 1 '
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Mr. James M. Taylor
May 13, 1992
D14142/Pege 2

expendature data are net provided for Seabrook Station for 1969
since the unit did not begin full pcVer operation until the summerof 1990.
and O&M budgets are provided.For each of the three stations, the approved 1992 capitalSirilarly, f or calendar years 1993,
1994, and 1995, capital and otM prejections for each of the threestations are included. In reviewing t hi r, information, you will
observe variations from year-to-year, some of which are rathersignificant. One exarple of such variation occurs as a result of
the replacement of the Millstone Unit No. 2 stean generators, whichis planned to commence at the end of this month, rootnotes to thedata are provided to explain why some of thete variations occur.We call your attention to the f act that the accounting data for the
three stations are prepared on tubstantially different bases that
would make <^irect comparisons among the stations very dif ficult toaccomplish.

RU PERTOPJ%NCE ENRNi.Q.Q1EN1 .60GRAJ,

You will recall that in the fall cf 1991, we a u tho ri r.ed the
addition of nearly $10 million per year to our annual O&M budgets
for the upcoming five-year period; this included the edditier. ofapproximately 200 personnel to our nuclear organisation.
Subsequent to that initial rescurce commitment, we commenced the
formulation of our Per f ormance Enhancen.ent Program (PCP), which iscurrently in its second phase. Phase I involved data validationand determination of the root causes of our performance decline.
W e' remain on schedvie to complete Phase II (action plans and
schedules) next month, and hereby reaf firm our previous commitment
to make the resultt'of Phase II available to you promptly aftertheir completion. A report summarizing these results vill be
provided to the Staff on the docket, and we plan to continue our
dialogue with the Staff to finalize a meeting date to discuss the
action plans, resource additions and other relevant points ingreater detail. The purpose of these activities will be to ensurethat the PEP is acceptable to the NRC.
This letter will confirm that Northeast Utilities is fullycommitted to implementing the Phase 11 plans, and will applywhatever resources are necessary to return to our former level of
operational excellence. While the principal motivation for the PEP
stems f rom the perf ormance decline at Millstone, the PEP is equally
applicabic to our Haddam Neck iacility and the corporate-based
support organization.

We anticipate that the Otn budgets for the Millstone and Haddam
Neck Plants presented in the attachment will increase as a resultof the PEP. We hope that it was clear from our meeting, and we
wish to reaffirm by this Irtter, that the resources necessary toimplement the PEP will be provided. Our current internal review isfocused on integrating the various recommendations so that a well'-

_
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M r . J a ru s M . Taylci
May 13, 1992
D14142/tage 3

nanaged and effective product results. We anticipate providing
periodic updates to the Staf f en our inplementation progress (Phase
!!!), and will of course be prepared to respond to any particular
needs or questions you ray have.

MNAGEMENT COMMITMENT

P* ferring now to the attached data, the 1992 capital and O&M
budgets represent the budgets approved by Northeast titilities in
the case of the Millstone Station, by the connecticut Yankee Atomic
Pcwe r Conpany in the case Of the Haddam Neck Plant, and bstation,y theSeabrock Joint owners in the case of the Seabrook for
calendar years 1993-1995, the data represent current projections,but these pre net yet been formally approved in theregular course $ections haveof business by the rer.pective companies nor, in the
case of Seabrook, by the Jcint Owners. As noted previously, we
anticipate that the PCP efforts will cause an increase in the O&M
budgets for Millstone and Haddam Neck.

As stated at the commissien briefing, our management attention is
firmly focused on restoring our former levels of operational
excellence at Millstone, and the resources required to do that vill
be provided. If any significant changes are ende to the budgets or
forecasts for calendar years 1992-1995, we will keep you apprised
on a tiraely basia, and provide an explanation for any such changes.
A6 examples, the budget may be increased to reflect rome new NP,C
requirement, or may be decreased if a refueling outage currently
projected for one year is postponed to the following calendar year.
In thic latter case, the decrease in one year would essentially be
offset by an increast- of a comparable amount in the subsequent
year.

With respect to the Seabrook station, the 1992 capital and O&M
budgets have been approved by the Joint Owners. For calendar years
1993-1995, the forecasts have been presented to the Joint Owners,
but they have not been approved in the regular course of business.
While the Joint owners are the decision-making body for Seabrook
resource levels, and while the NU companies vill own only 40% of
the ownership shares, we can assure you that our approach to the
Seabrook 06M and capital budgets will be motivated by the same
pursuit of operational excellence that characterites the budget
process for our f our connecticut plants. Again, if any significant
changes are made to the Seabrook 1992 budget or 1993-1995
forecasts, we will so apprise you on a timely basis, and provide an
explanation for any such changes.
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Mr. James M. Taylor
May 13, 1992
D14142/Page 4

In sunmary, we commit to:
-

Conplete Phase !! of the PEP in June 1992.-*

* Summarize the results in a docketed letter to you promptly
after it is completed.

Ensure at the PEP is acceptable to the NRC.*

Authorite the addition of any resources necessary to implecent*

the FEP.

Frovide periodic updates to the Staff on the progress of PEP*

inplementation.

Keep the NRC Staff apprised on a timely baan of any
*

significant changes in- the O&M and capital budgets and
projections presented in the attachrent for calendar years
1992-1995, including an explanation for any such changes.

With respect to the last point noted above, it will be the
responsibility of the respective licensees te apprise the NRC
Staff. This will be accomplished through ncrmal channels (i.e.,the Executive Vice President Nuclear for the two Connecticut-

Stations, and the Senior Vice President and Chief Nuclear Officer
of NAESCO for the seabrook facility).

,

We have reviewed this letter with Mr. reigenbaum and Mr. Grossi,
Chairman of the Executive Committee of the snabrook Joint owners,
and both concur with this commitment to the NRC.
We hope that this letter is responsive to the discussion that
occurred during the Cor. mission briefing on May 11, 1992, and is
sufficient to allow the NRC to act promptly and favorably on the
two pending ifcense~ amendment requests. Should you require anyadditional information, we will, of course, be available to
respond.

- Very truly ours,

i , m
1 /.

William B. Ellis, Chairman Bernard M. Fox, Pr~esident and
and Chief Executive Officer Chief Operating Officer

,
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ATTACHMENT

..

MILLSTONE NUCLEAR POWER STATION
11ADDAM NCCK PLANT
SEABRDOK STATION

COST DATA

.'
-
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May 1992
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Northeast Utilities
Nue! ear En;lneering & Operations (NE&O) and Connecticut Yenkee

O&M EXPENDITUFIES (1)

($ Millions)

Actuals Budget . Fo rec.a s t e
y 19 P3 1 991 199? _1993 1994 1H5j

NE&O (2) 223 0 212.0 260 0 201.9 287.0 E 3.5 276.7

Connecticut Yankee 61.1 51.0 63 4 44.7 70.2 73 4 48 3

CAPITAL EXPENDITURES
(5 Millions)

Acivale B ud get Forveasts
1989 1990 1991__ 199,2, _1993 _1M4 (4) g(4),

Muistone $1atlen R1 50 3 52 9 172.2 (3) Mo 27 0 27.0

Conneetteut Yonkee 29 7 96 3.9 14.1 16.7 17.1 12.5

--

'

Notes: *

1. The actval and bsogetsd nuclear operstro9s and maintenance (O&M) expenses for M.!! stone and
ConnectcA Yankee de not incIvde AcmimstraWe and General (A&G) costs. Historica!Y, A&G costs
spec / cal'y associated wr.h the M 1 stone S14 tion have been h the range of $60 mi!I on per yeat in 1992
col'ars, and in the tange of $20 miiton per year in 1992 cot a's for the Hoodam No:k Plant (Connecticut
Yankee).

2. NERO arpend tures inctu6e all O&M certs lot MJLitone Station, as weti as cogerate offee serv'ces costs
for the Haddam Neck Pet.

3. The 1992 Capr.a! Bsoget includes $123 3 mittoniof the MWatone Unit 2 Stenen Generator Replacement
Prcject.

4. The captat forecast fo' the years 1994 and 1995 does not passently inct oe any tage capt.at pro;ec's thatu
insy be app *oved in the iAure pen:d

-
i

-

A
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Seabrook Station'

($ Mullons)

Actuele Bu dge,1 Forecatie
,

1990 1991 1992 1993 1994 1995

0&M (1) 71.6 1624 146 7 (2) 119.2 138.9 144.6

Captist (3) 4.0 ic 9 16.5 22 8 26.2 23 6

Notest

. 1. Expenses inclwoe those costs assocated with Operat.ons and Maintenance, and Administrative and
GenerayALG) costs

2.1992 08M reN:'s an as'hoal od $9 0 mi.' ion t>voget Wease in April 1992,inci oing 87.5 malon tov
sup; I' ter. sed scope o' Second Refsetng Outa;e schedsteo for September 1992. A port:en of ths
increase re4;ts a:kwonalcosts for Erostosto'rcsion Prog *am expendtwres refecting the lessons leamed
al Msitone.

3. Capftal expenses inefsee 521.0 million fo' inst I*ation of the Cor.densn's Potihing Facitey and $15 4
mithon for the rep'acement of tes Main Plant Comp >ter.

,. -

1

&
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Mr. James M. Taylor
Executive Director for Operations
U.S. Nuclear Regulater) C erami s s i c n
W ahington, DC 20555

Dear Mr. iaylcr:

Haddam Neck Plant
Millstone Nuclear Power Station

Proposed Acquisition of
Public Service Company of New Hamrishire

on May 11, 1992, senior management from Northaast Utilities, New
Hampshire Yankee, and the Executive Committee of the Joint owners
of the Seabrook Station were provided an oppottunity to brief the
Cormission in conjunction with the NRC staff on the proposed
acquisition of Public Service Cotpany of New Hampshire by NU and
the two pending amendments to the Seabrook operating license
related to this matter. In light of questions that arose during
the course of the briefing, additional information was provided to
the NRC Staff by letter dated May 13, 19921

Earlier today, the staff indicated that additional informatiot.
pertaining to the outage schedules on which the o&M expenditures
and budgets were based for all five plants would be helpful.
Additionally, the Staff requested a dollar estimate of typical
outage costs. This information is provided below.

1 William B. Ellis and Bernard M. Tox letter to James M.
Tcylor, "Haddam Neck Plant, Millstone Nuclear Power
Station, Preposed Acquisition of Public Service Comp,any
of New Hampthire," dated May 13, 1992.

Enclosure 2-
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Mr. Jitres M. Tsylor
May 13, 1972
el4143/ rage 0

-1989 LE?O 1991 1992 1991 1994 1995

Haddan X x x x
t;eck

Millstone 1 X X X X

Millstone 2 X X X X

Millstone 3 X X X X

Seabrook x X X X

An "X" denotes the start of a refueling outage in that calendar
year.

For the period of 1992 through 1995, the typical cost of a 60-day
refueling outage is approximately $20 million.

We hope that this letter is responsive to the NRC Staf f request and
is sufficient to allow the NRC to act promptly and favorably on the
two pending license amendment requests. Should you require any
additional information, we will of course be available to respond.

Very truly yours,'

N -

hdL'
- -

J. T...Qpbka #..)

Executive Vice President,! n er

8 The year in which the refueling outage started is shown.
Some refueling outacas extend over two calendar years,
and the actual, budgeted or f orecasted value reflects
this fact where applicable.

.
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MODIFIED SEABROOK LICENSE CONDITIONS

A. For a period of three years from the date of issuance of the NRC license
amendment approving the transfer of management authority to NAESCO, the
licensee shall inform the Director, NRR, at least 60 days in advance, of
any change in the senior site official for the Seabrook facility, or in
the principal duties of such official, unless such change is due to
unforeseen circumstances. In such circuretances, the licensee shall

inform the Director, NRR, of such change as soon as it can reasonably do
so.

B. For a period of three years from the date of issuance of the NRC license
amendment approving the transfer of management authority to NAESCO, the
Joint Owners Execut4ve-Ge.dttee shall provide to the Director, NRR,
promptly any report of the Oversight Committee or any report of the
Operator or of any contractor or consultant which has been provfded to
the Joint Owners relating to: any-4nd4 eat 4en-oe-4Heuw4en-ef plant
design, equipment or personnel performance or plant operations that
could have potentially adverse effects on facility safety; any changes
to the employee concerns program that could have adverse effects on
facility safety; employee harassment or intimidation or discrimination;
any-4ed4 eat 4en er discuw4en of -any-aspeet-of chances to any
compensation incentive program that which could have potentially adverse
effects on facility safety; and any changes to the annual operations and
maintenance and capital expenditure budgets. These reDRrtins
recuirements are in addition to other recuirements of NRC reculations.-

C. The oversight reports in B. shall be followed promptly by a report to
the Director, NRR, by the Operator, reflecting the Operator's assessment
of such report and proposed corrective action, if any. Submission of
the Operator's assessment and proposed corrective action shall not delay
submission of the report called for by license condition B. A review
g.d assessment of the Operator's report by the Eweeut4ve-Em+tt+e Joint
Owners shall be provided to the Director, NRR, together with 4ts any
corrective actions and disposition of the Operator's report.

D. For a period of three years from the date of issuance of the NRC liccnse
amendment approving the transfer of management authority to NAESCO, the
licensee shall inform the Director, NRR, of any changes to certain
sections of the Joint Ownership Agreement and the Managing Agent
Operating Agreement. These sections are: Sections 3.c, 7.a 7.e, 8,
19,11 and 16.b, as described in Appendix 1 of the July-M,-M90
set 44ement egreement4etween NU Settlement Aareement Dated as of July
19. 1990 Between Northeast Utilities Service Comgany and New England
Power Company.

Enclosure 3
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Mr. William B. Ellis
Chief Executive Officer
Chairman of the Board
Northeast Utilities
P. O. Box 270
Hartford, CT 06141-0270

Dear Mr. Ellis,

As you are aware, the NRC staff has recommended that the Comission

approve amendments to the Seabrook Nuclear Generating Station license

authorizing the transfer of operations and partial ownership of Seabrook from

the Public Service Company of New Hampshire to newly formed subsidiaries of

the Northeast Utilities Company. During the Comission meeting on the

proposed transfer on May 11, 1992, you were asked to provide the Commission

with written assurances that adequate financial resources would be provided
s

for nuclear operations at Seabrook as well as at the Millstone and Haddam Neck '

facilities. The Comission has received the requested plans and comitments.

These plans and comitments appear to be responsive to the Comission request,

and indicate that the resources projected to be applied to improving the

safety performance of NU's Connecticut nuclear plants will not be reduced

until the NRC Staff is apprised, on a timely basis, of those projected changes

and the reason for those changes. Moreover, you comitted to:

Complete Phase II of the PEP in June 1992.*

Sumarize the results in a docketed letter to the NRC promptly after it*

. is completed.
|

Ensure that the PEP is acceptable to the NRC.*

Authcrize the addition of any resources necessary to implement the PEP,*

Enclosure 4

__ , _. -
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Provide periodic updates to the Staff on the progress of PEP*

implementation.

o Kc- *he NRC Staff apprised on a timely basis of any significant changes

'n the O&M and capital budgets and projections presented in the

attachment for calendar years 1992-1995, iticluding an explanation for

any such changes.

We find these commitments to be acceptable.

Based upon a review of the NRC staff recommendations and the information

provided by Northeast Utilities, the Public Service Company of New Hampshire

and the Seabrook Joint Owners, the Commission has authorized the staff to

issue the necessary licensing documents to approve the Seabrook transfer,

including the license conditions enclosed with this letter. The staff is now

preparing the necessary formal documentation, and it is emphasized that the

transfer does not become effecti- until the staff has issued the appropriate

amendments to the Seabrook license. We expect to complete this action within

the next several weeks.

Sincerely,

Thomas E. Hurley, Director
Office of Nuclear Reactor Regulation

Enclosure:
Modified Seabrook License Conditions

cc: T. L. Feigenbaum, NHY
! R. J. Grossi, Seabrook
| Joint Owr.ers

l
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