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UNITED STATES

NUCLEAR REGULATORY COMMISSION
- WASHINGTON, D C 20666

May 29, 1992

Mr. Donald w. Del Core, Sr.
4 Driscoll Drive
Uncasville, Conrecticut 0638¢

Mr Timothy O'Sullivan
5580 Yeir Street
Glastonbury, Connecticut 06033

Gentlenen:

1 am responding to your mailigram of May 4, 1992, to Chairman Selin in whirh
you stated that you opposed the teansfer of the Seabrock license to Wortheast
Utilities (NJ;, and had expected thal a public hearing would de held. You also
ind.cated tha’ you had sent a letter on Decerder 15, 1991, to Chairman Selin
and to the Atomic Safety and cicensing Board (ASLB) asking tnat the proposed
license transfer not take place.

{n the public meeting held May 11, (992, your mailgram of May &, 1992, was
preseatod to the Commission Uy the Seacoast Anti-Pollution League (SAPL). The
SAPL rrese-tation to tne Lowmission, a copy of which is enclosed, encompassed
very similar matiers o those you eupressed in your letter of December 15,
1992, w~hich was that the suppressior of employee concerns which occurred at
Millstone might vccur at Seabrook, and jeopardize safety, The Commission has
actad o the proposed transfer of the Seabrook license and has taxen into
account a neeu o assure that the Seabronk fucility be sa¥ely managed. The
Commission has dcne this by imposing license conditions particulariy reguiring
that the joint awners of .he facility, in additiun to NU, oversee matters
which would affect safety, including the harassment of employees, and that
reports required under the Seazbrvok juir! ownership agreement be sent to this
agency, together with proposed carrective actions.

In auditior, in the course of cunsidering the Seabrook transfer, the
Commission obtained plans and commitments from NU to improve safely at its
conmecticut nuclear plants, and, further, a commitment to provide adequate
resources and staff to implement those savety improvoments,
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STATEMENT OF BAPL IN OPPOSITION TC NRC APPROVAL ur
SEABROOK LICENBE TRANSFER YO NORTHEAST UTILITIES

Mr. Chairman and Members of the Commissian:

On behalf of the Seacoast Anti-Pollution League, we do
apprec.ate the Commission’s willingness to provide an opportunity
for SAFL to express its views on the Seaprock license transfar
now before vou. Financial censtraints prohibit our counsel, M.
Robert A. Backus, from appearing before you today, so we furtner
appreciate the copportunity for Mr. Jeff Sosland of the Nuciear
Information and Resource Service to present ouy views.

Basically, our position is twofold, PFirst, the Comniscion
should grant a nearing, in the Seabrook area, on the proposed
transfer bafora taking any action. Second, because of concerns
about NU’s financial condition and treatnent of nuclear
wvhistleblowars, no transfer of operation of Seabrook to NU should
be authorized at this tinme.

1. A hearing should be held.

SAPL believes there is no way that this transfer should go
forward without a full and fair evidentiary hearing in the
Seabrook area on the serious issues presented., The Commission,
of course, held extensive hearings in the Seabrook area on Hoth
the conetruction permit and the cperating license., It is simply
incredible that now, in the face of a proposal to transfer both
the largest ownership interest, and cperational control, to
Anothor company, the Commission proposes to proceed with no

further precedures provided for input other
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than this hearing in Rockville, Maryland on whether or not to
adopt a statf recommendation for approval of the transfer.
Although SAPL appreciates the offer of five to ten minutes to
present its position to the Coumissior, this is in no way a

. suhistitute for the accountability thnat an evidentiary hearing in
the area of the plant would provide,

10 C.F.R., 50.80 "Transfer of Licenses" makes clear that a
iicense can only be transferred with Commission consent and that
the informa*ion tu be provided on the "technicai and financial®
gualifications of the transferee is to be the same "as would be
required if the applicaticr was for anm initial license". SAPL
cannot understard how a license transfer can require the same
showing as an initial license, on those issues important to a
decision on whother a transfer should occur, yet r2 hearing is
requirad on such a major decision.

Under 10 C.F.R. §50.8(c), the Com~ission is to previde
"appropriate notice to interested persons", aana provide "such
pProcedures as may be rejyuired by the Act or vegulations . N

SAPL believes that both as a matter of sound policy, ard as a

matter of law, the transfer of the Seabrcok liceise cannot he
approved without a full evidenclary hearing on the issue of NU’s
rechnical, managerial, and financial capabiliry,

Accordingly, SAPL - eserves ivs right to appeal any
Commission decision to approve transfer of this ~icense, in the
absence of an on~the-record hearing in the vicinity of the

Seabrook plant,



2. The transfer to NU should not Le approved at this time.
A3 §50.80 makes clear, petore a nuclear operating license
¢an be transferred to a different entity, that entity must meet
the same standards as to its technical and managerial competence
ae would en initial licensee. NU, at the precent time, has not

es-ablished its capability in these ureas.

(a) NU's xecord at Millstone dces not provide a basia
for authorizing the company to cperate a fifth
puclesr plant,

As is acknovwledged by all parties, NU’s nuclear operations
at Miilstone have slipoed redly, As NU states in its 1991 Annual
Report: "The performance of the three nuclear electric
generating units located at Millstone station was less than
satisfactory in 1%%1. The three units composite capacity factor
was only 39.4% in 1991 comparad with 79.3% in 19%0." (Annual
Report, p. 21.)

Howaver, it is not the poor Millstone capacity factor that
should concern the Commission: it is the reason for the poor
performance, and the treatment NU has afforded to certain of its
nuclear plant workers that repcrted the declining attention to
detail and increasing fallure to adhere tu procedures that led to
the decline.

A¢ the Commassinn well knows, two nuclear whistleblowers
employed at Milistone 2 were fired by NU on Hovember 8, 1991.

The firing came after these twe individuals had filed hundreds of

safety allegations with the NRC, many of which the NRC has



icknowleogia were substantliated. (See attached telegram from Mr.
bon Delcore and Mr., limothy O‘Sullivan.)

Although NU claimed that the firing was the employees’
fault, the Department ¢f labor hearing officaer found that the
justification offered by NU was "pretextual" and ordered re-
instatement and lLack pay. This 2inding was approved on January
17, 183A by the Assistant Director, Wage and Hour Division of the
Fepartment of Labor. Although the two whistleblowers have since
entered into a settlaiment agreement, not yet execuied, the NRC
erranged a Special Review Group to investigate the matter,

The 5RG findings ara totalling self-contradictory. On one
hand, the SRG purported to find that, despite the retaliatory
firing, "there was an atmosphere present which did not have an
everall ‘chilling effect’! wi _he willingress of employees to
report concerns." (Executive Summary at 1I.) On the otiier hand,
the LSRG found that “an atmusphers that @ncouraged the reporting
of quality deficiencies and safety concerns was lacking in many
respects." (Id. at I.)

SAPL suggests that these findings are contradictory, and
indeed a classic example of government doublespeak. We suggest
that, given the found "pretextual" firing of two whisleblowers,
by a top NU management official, the NRZ should considexr it an
established fact that NU managerasnt has acted s0 as to frustrate
the prompt and diligent repecrting of safety conzerns by nuclear
plant emplovees. NU, accordingly, should not be authorized to

operate ancther nuclear plant. A record of reform and adherence



to the highest standards of Nuclear operation rust be
;stablishcd, before, and net after, the transfer,

The NRC gtag: CAnNNnOt and does not Plead ignorance of this
matter. Indeed, according to the staff reports, ggey 92~099 and
92-156, now before the Commission, the Staff suggests that its

concerns can be addressed EY a number of license conditions.

wholly inadequate to address the concerns raised by NU’s recent
operations at Millstone, ang Particularly its treatment of itg
employees, The conditions réquire that the NRe be "informed" of
any change in the Seabrook senjor site official, "informed" of
reports c. *he Oversight Committee, “informed" of changes to the

incentive Compensation Program, and "informed" of changes to the

It was SAPL’s understanding that NCR starff already had the
right to be informed of these matters, under existing regulatory
authority. 1If this is so, it appears that the conditions are
wholly illusory, ang offer ng additional pProtection against the
concerns raised by the recent record of nuel ar management at
Millstone. As a 40% owner of the Seabrook Plant, NU would have
twice the ownership of the next largest owner, ang clearly have
the influence to ¢stablish the "atmosphere" that will prevail at
Seabrook, as it has done at Millstone. until an actual record of
huclear excellence has been achieved at Millstone, ang until an

actual program of facilitatinq the reporting of safety problens
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by employees has been demonstrated, the proposed transfer should
not be approved,

Finally, and perhaps most important, SAPL would point to the
fact that no where in the staff reports and recommendations is
there any refereonce to the acknowledged fact that NU is under
investigation by a federal grand jury in Connecticut. Grand jury
proceedings are of course, by law, secret. NU, howt er, has
acknowledged the grand jury investigation is underway, and urged
its employees to cococperate in providing evidence,

SAFL suggests the Commissiocn should not be considering
transferring the license to NU, unless it is known what the
outcome ¢f the grand jury proceeding will be. It is understood
that the grand jury proceeding involves an alleged failure on the
part of NU, or its management, to report safety allegations at

Millstone 1

(b) The financial stresses on NU dictate iicense
txansfer should not he approved.

The issue of NRC review of the financial gqualifications of a
nucleay licensee has received much attention. See, for example,
CLI 88~-10, where the Commission reguired the Seabrook builders to
establish a financial capability prior to low power testing.
However, even as the NRC hac retreated from requiring individual
reviews of financial qualifications, it has continued to

acknowledge that there is a connection between financial strain



and the possibility of safety problems.' Tndeed, the staff’s
Ownh reports in this matter make this clear.

NU's financial situation is therefore verv important to the
Commission’s deliberations. Indeed, NU’s overall financial
situation nay be a major portion of the root causa of the
problems it rfaced at Millstone. Thus, the fact, as set forth in
the attached excerpt fronm NU’s fiveeyear busineass plan, that NU
faces a revenue shortfall of $728 million between 1992 and 19586,
is extremely impeortant,

The importance of the ravenue shortrall is clear from the
SRG report stating that: "NU “anagement may have overemphasized
Co8T ¢ tainment” at Millstone. (Execut.ve Summary, p. 1.) NU
has now made a comnitment to add 200 new positions in nuclear
licensing and cperations, at an addicional annual payroll cost of
$10 million. NU, therefore, is facing increased costs its own
nuclear operations, at the same time it faces a major revenue
shortfall.

These facts must be viewed against the representations NU

made to the New Hampshire Public Jtilities Commission when it

! SAPL cannot help but note that, although the WRC has
frequently said its concern is not with profitability, or the
econoric well-being of its licensees, that the NRC staff, in SEcCY
92-156 noted, that NU is seeking a favorable Commission action
before its shareholders’ meeting on May 14, 1992. Perhaps it
should be inquired of the staff why they mention the shareaholder
meeting, since the Commission has often stated its scule concern
is with nuciear safety, and not with the economic well-being of
ite licensees.



«SOUght approval fer its merger with PSNH. NU, in its brief filed
with the PUC at that time, stated as follews:

Since late 1336 w has been engaged un a
concerted effort to approve the cost
effectiveness of al} ©f its operations,
including its nuclear opecations. [Citation
omitted.] NuU's success in achieving cost
gavings . raducing staffing levels in its
Own organization demonstrates jts ability to
CPerate its nuclear units both sarfely and
cost effectively. [Citation omitted. ) During
that three-year perisd, NU has reduced by
AEproximately 250 the nuaber of positiras in
its nuclear engineering cperations group.
(Citation omitted. ) During the same period,
NU Systematic Assessment of Licensee
Performance ratings by the NRC have improved,
m ’

Ln:_annxgas nt_takes tc its
RHQl!ﬂ;_QQIIAIiQnﬁmQ{gﬁ&gg»inmjﬁmggnngx‘
!hmmmug;yug_;m_zm ~Aons .,
(Emphasis added.)

NU also states that:

AS part of NU’s acquisition or FPSNH, a
wholly-owned subsidiary of NU will become
responsible for the management operation of
Seabrook. NU estimates that its levelized
Cost of operation ¢f Seabrook, concluding
20th O & M and Administrative & General (A &
G) expenses, will be approximately 113
million a year. (Citatien omitted.) wWhen
conpared to New Hampshire Yankee’s ("NHY"™)
budget of 157.s million, NU expects levelized
savings of 44.5 rillion. Over the life of
the unit, sSeabrouok’s o & M's szvings to PsNH
(accounting for the estimated impact of
SAverance payments of employees of NHY) are
pProjected at a curulative present value of
approximately 188 million.

On “J's own statements, it ig clear that NU contemplated
buaget cuts at Seabrook. Yet, it was budget cuts which have,
accerding to the NRC staff, contributed te a decline in safety
performance at Millstone. NU, now facing a massive revenue
shortfall, is likely to be under continuing and severe pressure

8



to cut cos;s at Seabrook, ag is indicated to the NH PUC it would
. -

This tendency is going to bpe e€Xacerbated Ey the commitment NU
made, as part of the PSNH merger agreement, to cap rate increases
in New Hampshire at 5.5% a year, over a8 7-year period,

All of this indicates that NU will be under continuing
pressure Lo cut COSts, and thar this may well resuirt {in a
tendency, whether deliberate or not, to cut corners. Again, sapL
urges that, before any authorization of license transfer is made,
NU should demonstrate that it has irproved the Performance at the
Millstone units, as well as the atmosphere for reporting or

safety problens.

CONCLUSION

For the reason stated, SAPL urges that a publie hearing be
held on the Propesed transfer, ang that pending the Cutcome of

that public hearing the requested license amendment not be

approved,
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Part 2: The Next F ive Years
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As you read through this Business Plan, you will see Specific five-year budgers quoted

for every function. Those fainiliar wWith specific budgets for personne] levels and
capital and O&M spending may believe that they are exiremely ambitious. Thuse
budgets are agpressive, hut the preblem is they don'y 8% nealy far enough,

This budget is based on rates rising by about 4 percent annuzlly (the expecicd rate
of inflation) and sales rising by 1 percent annually (assuming a gradual economic
recovery). The rate increase projection is based on a review of recent regulatory
decisious indicating that we cannot expect 1hat rates will be allowed 1o rise &t more
than the prevailing irfllation rate, Additionally, higher rates do affect our
competitiveness.  While higher increases may in fact be justified, we cannot
reasonably base this plan on raising our charges substantially fastey than the inflation
Tate. As a result, NU's revanues will come vp $728 wmillion shor of what this plan
25sumes is necessary to run the business for the {ive-year pericd 1992-1996. That
means we expect (o need $15.5 billion of TEVENues 1O run the company and earn a
reasonable profit over the next five years, and expect right now te collect only $14.8
billion during that time.

NU Faces ¢ Budpet Gap
We Must Find q Way te Close

Revenues ($ Billions)
3.4 -

Curreal prujection

of revenues gaedded | —
_‘—_\‘ ’,"--—-".

1.2 10 ron Whe business

a Budget Cap et
|
.
¥ [
2.8 | Revegues ssremiang I% annoa)
' / | Sales growth and 4% anpaal rats
""""“—""4' Jusreanea
2.5 b
1592 1863 1994 188§ 1556
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A8 yOU €an see from the charts, the prodlem s [

ot As acute in 1992 beeause of vur success in Jear

Year annual Gap
holding Bown our costs and the 1991 rate et
increases received by CIAP ang WMECO. S 1 ot
Reducing 1argeted spending Jevels by 2 percent 1993 218
will close the 1992 £3P- And it is not as bad in 1698 109
1936 because by then costs related 1o the 1996 £
Millstone 3 phase-in will be gone. But, we face
a sharifall of sbout §200 miion » year trom Toal __ $728 miliion
1993-1995 when the im

pact of phase-ins and
dropping capaciny sales i¢ OSt acute, and considerable effc

1. must dbe devoled in
1992 10 finding ways 1o close that gap.

This projecied budget g2p results from 5 variety of factors. They include;
* Higber O&M costs. While the bue
ambitinus, they stil] repres

gets listed throughont thys document are
3 percent a year.

€8l &n everage annval increase of 348 million or

Pbase-Ins. Rate increases have baen moderzted
Connecticut regulators have Phased into rates the effec
such as Millstone 3 and Seadbrook. In effect, NU hold
of I0Us from customers that must be paid off by 1996, The Millstone 3 and

Seabrook 1 phase-ins will increass annual revenue needs by 380 million and
330 million, Tespectively over the next four years.

in recent years because
s of mzjor capital projects
$ 1ens of millions of dolars

Medical benefits for retirees, New acesunting rules require NU 1o colect

additional revenue today to pay for the future medical benefits of retired workers.

It sounds minor, but requires about $30 million of additional revenye annually
starting in 1993,

Millstone 2 steam generators. This $190 million ca
is currently Planning, will raise annual rates by $40
by improved operstional performance.

pital projecy, the biggest NU
million, offset 1o sonie extent

NU's ability 10 sel) surplus capacity 10 other New
U retaii customers since 1988.
oming on line of Seabrook, Hydro-Quebec and
ucers have created a glut of power in the New
Tevenues are projccted to slide fion: $187 million
in 1991 to $33 million in 1996, Jeaving 2 gzp of 5154 million 10 be made up in
new revenues. It is difficult 10 oversiate the adverse impact of losing these
revenues, )

NU's 1992.1990¢ Business Plan

Secrion ] Poge 12 Company Confidenrial
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NU Cspacity Seles Revenves (milliops of §)
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o Sluggish sales growth, NU retail sales showed no growth in 1990 and dropped
more than 1 percent in 1991, A gradua) recovery 15 expecied (o incregses sales
only 1 percent 2 year throuvph 1996, By contrast, sales grew by about £ percent
most years between 1083 und 1088 To put this in perspective, } percent sales
. \ o ek L e ¥ 7 : ” <X s
growih offsets about 318 million in higher O&M charges. By contrast, § percent
saic $ growth offsets about 35° million in higher O&M charges

Ny 992-1996 Busiress Plan

Secrion ] Pove 13

Cempanv Confidennial
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IVAN SELIN, CHAIRMAN
USNRC
WASHINGTON DC 20555
DEAR CRAIRMAN SELIN:
ON DECEMBER 15 1981, WE THE UNﬁPﬂSIGNED EENT A LETTER ™ YyCoU AND THE
ATOMIC SAFETY AND LICENSING BOARD IN REGARDS 70 A LICENSE TRANSFER
FROM THE SEABROOK NUCLEAR POWER STATION TO NORTHEAST DTILITIES
(WAEC). W2 EAVE NOT RECEIVED A RESPONSE REGARDING THAT LETTER T0O
DATE.
‘N AN ASSOCIATED PRESS RELEASE FROM WASEINGTON DC, We HAVE LEARNED
THAT THE NUCLEAR REGULATORY COMMISSION PLANE 7O CONSIDER THE LICENSE
TRANSFER IN A COMMISSION MEETING ON MAY 11 1982, ag YOU ARE AWARE, wr

~ OPPOSE THE LICLNSEZ TRANSFER TO NU AND WE WOULD EXPECT THAT A PUBLIC
AEARING WOULD BE RELD 10O PROPERLY ADDRESS ZKE MATTERS a7 EARD, .. . e
WE ROPE ¥( " wWiLL PROPERLY ADDRESS THE MATTERS OF SAFETY CONCERN THAT
ARE CLEARLY RAISED BY ThiIs PROPOSED LICENSE TRANSFER. WE AWAIT YOUR
RESPONSE, VERY TRULY YOURS,

DONALD W DEL CORE, SR.AND TIMOTHY O' SULLIVAN -
20:03 EST .
MGMCONMP I
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