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Nuclear Regulatory Commission
1717 H Street, N.W.
Washington, D.C.

Tuesday, March 22, 1988

The Commission met, pursuant to Notice, at

10:00 a.m.

COMMISSIONERS PRESENT:

LANDO W. ZECH, JR., Chairman of the Commission
THOMAS M. ROBERTS, Commissioner

FREDERICK M. BERNTHAL, Commissioner

KENNETH M. CARR, Commissioner

KENNETH C. ROGERS, Commissioner
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PROCEEDINGS

CHAIRMAN ZECH: Good morning, ladies and gentlemen.
Today the Commission will hear from the Sacramento Municipal
Utility District and from the NRC Staff about the Rancho Seco
Nuclear Generating Station which has been shut down since
December 26, 1985, Depending on what we hear today, we may or
may not authorize restart. 1In other words, we may or may not
vote today depending on what we hear today.

The plant remains shut down under two confirmatory
action letters. The investigation of the over-cooling event
which preceded the extended shutdown identified significant
weaknesses in both the plant physical condition and the
management of the plant. The Licensee has upgraded the Rancho
Seco plant significantly and has made numercus changes in plant
management and staff.

At the last Commission meeting on Rancho Seco, we
heard of the Board of Directors’ commitment to deing things
right and to support Mr. Andognini in preparing the plant for
restart. We understand that the SMUD Board has been weighing
its long-term options for Rancho Seco, deciding whether the
plant should operate or not. We want to make clear that while
the Board’s decision whether to operate Rancho Seco stresses
economic factors, our concern is safety, not economics. If
Rancho Seco operates at all, it'’s imperative that it operate

safely. There can be no compromise in that principle either by
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4
the utility or by the NRC. Safe operation must take priority
over utility econcmic objectives. 1If safety requires a
shutdown, the NRC will require that the plant be shut down. We
would hope you would do so, too, if necessary.

However, in my view, high safety performance goes
hand in hand with long-run economic plant operations. A safe
plant is a reliable plant; a reliable plant is an economic
plant. But from our point of view as regulators, safety must
take precedence. Our concern is safety, and we expect safety
to be our first concern, but of course nct the only concern.
And we expect you to feel the same. This must extend from the
boardroom to the control room throughout your organization.

So we’re looking forward to hearing from the
Sacramento Municipal Utility District Board of Directors on its
commitment to safe operations and to hearing the NRC Staff’s
evaluation of the Licensee’s commitment and readiness to
cperate Rancho Seco safely.

Do my fellow Commissicners have any comments to make
before we begin?

COMMISSIONER BERNTHAL: Well, I would just make the
comment, Mr. Chairman, that I’m cartainly going to be listening
with great interest to, as I’m sure you and the rest of my
colleagues will, to see if we can try and gain an understanding
here as to just how the governance of this facility is going to

be running and working in the months and particularly the
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projected 18 months ahead. And that has been a major concern
cf mine over the years and I cannot say that those concerns .
have been alleviated based on what has been occurring in the
last several weeks and months.

So that remains a major concern of mine, and I would
like to have some focus here on that issue, if we may.

CHAIRMAN ZECH: Any other comments?

[No response.)

All right, Mr. Wilcox, you may begin.

COMMISSIONER ROGERS: Mr. Chairman, if I could, I'd
like to make sure that we do hear about how you are going to
come to a uniform view of what you really feel should happen
and will happen, and I think our big concern, certainly my
concern, is that I seem to be hearing different voices
representing parts of the organization as to the commitment to
the future. And I hope you will address those questions which
Commissioner Bernthal has talked about ag organizational or
managerial divisions within the entire SMUD organization, as to *
what you really want to accomplish and how you will guarantee
that it is accomplished.

CHAIRMAN ZECH: Mr. Wilcox, you may begin.

MR. WILCOX: Thank you, Chairman Zech, and fellow
Commissioners. Good morning, my name is Cliff Wilcox, 1 appear
as the President of the Board of Directors of the Sacramento

Municipal Utility District. Please let me introduce my fellow
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6
colleagues on the Board ard the staff that have joined us at
the table.

To ny left is Director Smeloff:; to Director Smeloff’s
left is the General Manager, Mr. Byrne; and to Mr. Byrne'’s left
is Director Kehoe. And to my right is Mr. Andognini, the
CEO/Nuclear whom I believe you are all familiar with; and to
his right is Director Ann Taylor.

Mr. Chairman, each of us earnestly appreciates your
invitation to come back here today as a full Board to address
these concerns that you’ve just brought forward. As Presidenr
of the Board, I speak for the majority of the Board, and our
opening comments will be for the majority of the Board. But my
colleagues <an and will speak for Lhemselves today.

The District has been in existence for about 40 years
and provides electric service to almost all of Sacramerito
County’s 900 residents. Sacramento is growing dramatically,
and as a consequence the District is the fifth largest
publicly-owned utility in the ccuntry. Rancho Seco constitutes
about one-half of our generating resource and as our largest
single investment, about one-half of the District’s total
assets,

Therefore, the Board has good reason to devote
significant attention to every aspect of its operations. Let
me share with you some of my perceptions respecting the Board’s

approach to Rancho Seco. None of us Board members are
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”
technically qualified to run a nuclear power plant, but each of
us recognizes our responsibility to engage qualified people who
can safely manage, operate and maintain a highly complex
facility. Each of us also recognizes that we must provide
those qualified people with the tools and resources necessary
for them to accomplish their tasks. At the same time, each of
us has a responsibility to the community that has elected us to
provide reliable and economic service. It is this dual rol:
that can put the most pressure on a board of dircctors.

™e Board has faced some significant challenges
during the last three years. With respect to Rancho Secoc, we
were forced to take a hard look at our operations assess our
position and devote the resources and time needed to correct
our problems. Our commitment to do this has resulted in a
plant with many new people, new attitudes, new enhanced
programs, technical upgrades and a pocsitive commitment to
operate the plant safely.

We now feel, as do numercus select qualified,
independent review committees, that Rancho Seco is ready for
restart.

It is my understanding that the reason that the
reason you have invited the full Board here today is in respect
to some of the wording in the measure which this Board put on
the June ballot. The wording was not put in as an operating

mandate or even a guideline, but rather as a commitment to the
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9
unacceptable economic risk to the District and the community.

The achievement of a 70 percent capacity factor is a
goal; that is not a mandate. In my view, if a goal is to be
effective in improving performance, it must represent a
challenge and it must be reasonably achievable. The Rancho
Seco Imnrovement Program has been directed at that goal, and a
number of plants have demonstrated that this is achievable.

I believe very strongly that the only way that our
goal will be reached is if we are able to set an outstanding
safety record first. Safe plants are reliable and productive.
The one thing that I have learned clearly during this process
is the importarce of safety. We will never achieve a 70
percent capacity factor if we do not first set outstanding
safety records.

We have done a lot to make Rancho Seco a quality
plant. We have provided a team to provide strong leadership to
our people., My belief is that by focusing on safety and
reliability, good performance and fiscal viability will follow.
Quality, safety and reliability are attributes of excellence.

Mr. Chairman, at our weeting last October you and
Commissioner Bernthal inquired about the reporting relationship
between the Board and the new General Manager and the Chief
Executive of Nuclear. Carl is and will remain the CEO/Nuclear
with primary responsibility to operate Rancho Seco, to protect

the public health and safety. There are, however, many other
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important facilities and responsibilities outside the Rancho
Seco, for which the Board is held accountable by the District.
The Board must make decisions that consider the implications of
each of these decisions on all our responsibilities.

Mr. Byrne was hired as the General Manager to be the
tull-time individual the Board will hold accountable tc execute
and protect all of its interests. Consequently, Carl will
start reporting to the Board through the General Manager in
June of 1988, It is obvious that Carl and Dick must work
together closely so each can fulfill their respective roles.
However, this relationship will not prevent either of them
equal access to the Board if they feel it’s necessary.

At thie time, I would like to allow my colleagues to
introduce any comments they have, and I know Director Smeloff,
for one, has some comments he would like to make.

CHAIRMAN ZECH: Fine, thank you ver' much. You may
preceed.

MR. SMELOFF: Good morning, Chairman Zech and members
of the Commission, my name is Ed Smeloff, I’m the SMUD Board
Director representing the third SMUD ward, and I am prepared to
make a statement this morning regarding the Rancho Seco
Utilization Ordinance proposed by the SMUD Board of directors
to be placed on the ballot in the upcoming June election.

The ordinance was drafted by the Board on March 4th

and adopted by the Board of Lirectors on March 9th, 1988,
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Gentlemen, in my opinion, this ordinance is poorly written and
I’'d 1ike to point out to you four problems related to this
ordinance.

First, the ordinance contains a serious
misrepresentation of fact; second, it raises the question
whether SMUD is capable of making a long-term commitment to the
safe operation of Rancho Seco; third, it subordinates safety to
economics; fourth, it demonstrates a misunderstanding of the
proper relationship between SMUD and the Nuclear Regulatory
Commission.

The misrepresentation contained in the ordinance is
the statement that, quote, "In recent years, modifications tlLat
have been made to Rancho Seco Nuclear Generation Station amount
to $400 million." This statement is not true, and its
inaccuracy can be verified by looking at the financial
statements for SMUD for 1985, 1986 and 1987. It over-estimates
the value of capital additions to the plant by twofold.

This misrepresentation of fact in a measure that is
to be submitted directly to the voters could result in
continued damage to the credibility of the SMUD Board of
directors and further undermine the trust of the public that is
essential for the operation of a nuclear plant.

With respect to the question of whether the SMUD is
capable of making a long-term commitment to the plant, the

ordinance states that it is the policy of the SMUD Board to

L
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12
transfer responsibility for the operation and licensing of
Rancho Seco to a holding company or other legal entity. The =
motivation for this policy is the belief that an elected Board
of Directors cannot provide stable, long-term policy direction
for a nuclear facility. This belief was articulated by the
SMUD Board President, Cliff Wilcox, and Vice Precident, Cort
Koehler, most recently on March 9, 1988.

President Wilcox said: "I believe the biggest safety
hazard for Rancho Seco over the long-term operation does not =
lay at Rancho Seco, does not lay at the employees, but lays in
the fact that elected bodies are elected to set policy, but
they are not elected to be long-term managers of very technical
facilities.

"And because of the way this scenario is set up in
the Municipal Utility District Act, you have a Boaird of
Directors who changes philosophies every two years. In trying
to somehow set long-term policy directions for a facility that
is very technical, requires long-term stability and long-ternm -
management skill ability and long-term direction stability, and
I don’t believe that can be given from a solely political body
that has to reflect the interests of the ratepayers and the
customer owners."

This opinion is also held by SMUD’s Chief Executive
Officer, Nuclear, Carl Andognini.

Clearly the SMUD Board is putting forward two
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fundamentally contradictory positions. On the one hand, the

SMUD Board is asking you, the Nuclear Regulatory Commission,

for permission to restart the nuclear plant and asking the
voters to support the operation of the plant for 18 months. On
the other hand, the SMUD Board leadership is asserting that
SMUD, as an organization, is by its very nature not properly
constituted to provide long-term direction for the nuclear
plant. And for that reason, the Board has directed its General
Manager to try to transfer the license to operat:2 the plant to
another entity as soon as possible.

It should be self-evident that an organization which
at its top levels does not have the confidence that it can take
long-term responsibility for the operation of a nuclear plant
should not be given that responsibility. Certainly these
statements by the Board’s President should raise the concern
whether SMUD has the capability of providing long-term policy
direction for the safe operation of the plant.

The Rancho Seco utilization ordinance goes on to
state that if the performance level of Rancho Seco falls below
a 50 percent monthly capacity factor for four consecutive
montis, then the plant will be permanently closed. The purpose
of this part of the ordinance, according to its author,
Director John Kehoe is, quote, "to offer true, secure stopping
points from any reckless expenditure of monies," unquote.

Prior to the adoption of this ordinance, the Board of
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Directors had been warned by its General Manager, Richard
Byrne, that a decision to operate Rancho Seco for 18 months and
then to close the facility would result in rate increases of 30
percent over the next three years. In addition, capital
expenditures on the plant during those 18 months would result
in a half a cent per kilowatt hour higher debt burden on the
ratepayers over the next 20 years.

In order to reassure the voters of Sacramento that
these economic consequences would be minimized, the 50 percent
capacity factor criterion was added to the ordinance. It was -
clear to me at that time that economic criteria were being
given priority in determining how much additional resources
would be devoted to the nuclear plant.

Furthermore, no discussion occurred at the time as to
what effects giving such a priority to economics would have on
the performance of workers at Rancho Seco. There can be no
doubt that the language of the ordinance places additional
pressure on the workers to keep the plant running in the short
run at the expense of long-run safety. The existence of that
pressure has been conceded by Mr. Andognini.

In my opinion, this clause of the ordinance places
undue pressure on the Rancho Seco management and workers to
meet economic criteria and could jeopardize the safe operation

of the facility.

Finally, the most flawed part of the Rancho Seco
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utilization ordinance is the statement that, quote, "the Rancho
Seco Nuclear Generating Station shall not be closed prior to
its first refueling unless (a) the Nuclear Regulatory
Commission orders such closure on the grounds that its
continued operation places the public health or safety at risk
or (b) the Sacramento Municipal Utility District determines by
a four-fifths vote that continued operation is not in the best
economic interests of the District."

The basic premise contained in this statement is that
the Nuclear Regulatory Commission has sole responsibility for
determining whether the operation of Rancho Seco places the
public health or safety at risk. By proposing a ballot
referendum with this language, the SMUD Board of Directors
shows a profound misunderstanding of where responsibility for
safety at Rancho Seco resides. In fact, a literal reading of
this clause would lead to the conclusion that SMUD could not on
its own close the plant for safety reasons.

In conclusion, it should be clear from reading this
ordinance that the SMUD Board has acted hastily and without
guidance from nuclear experts in developing policy guidelines
for the future operation of Rancho Seco. 1In reality, this
ordinance is nothing more than a political strategy to convince
the voters of Sacramento that SMUD can operate the plant
economically, and if not, it will shut the plant down at little

additional cost to the ratepayers.
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the standpoint of Rancho Seco and its role both in the past and
in the future in power production for the Sacramento Valley.

Now when I first went on the Board, I thought the
resources of the District were being properly applied with
respect to the nuclear power plant, and along the way I joined
a committee that had been established by the Board called the
Rancho Seco Implementation Committee. Mr. Wilcox and I formed
that committee. And that led me to my first meeting with Mr.
Martin =-- I don’t know if he’s here today or not =-- your
Regional Administrator at Walnut Creek.

CHAIRMAN ZECH: VYes, he is here. I see him in the
audience.

MR. KEHOE: And he gave me a speech that Admiral
Rickover had made at one time about the pursuit of excellence,
and it had some major points in it, and that was an eye-opener
to me that we had been given the thoughts from previous Boards
and previous Administrations that we had been pursuing
excellence, and indeed we had not. The pursuit of excellence
left much to be desired.

And I think from that 1983 meeting to the present
time, I have never lost sight of that commitment to excellence
that I think that the Board of Directors and Rancho Seco and
the whole Utility District have to apply te that particular
plant, and I think that what we’re doing now, through the

efforts of Carl Andognini and his staff, is truly in the spirit
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of that commitment to excellence.

Ed has indicated that I was indeed the author of the
controversial ordinance. We’re not here to debate the
ordinance. I don’t think any of you can vote in Sacramento on
June 6th. But I think the major premise that you must bear in
mind is that at the time that I accumulated together all of the
thoughts, and what we haven’t told you is that public workshops
preceded the deliberations on this ordinance. We had over
three weeks of public workshops on various options that the
Board could take on the future of the District, and one of the
options, of course, was to continue the restart and to continue
the support for Rancho Seco. And along with these workshops
came a constant plea from many different directions =-- labor,
business, the public. I know a retired state employee wrote a
very profound letter on how he thought the District should put
perhaps all of the options on the ballot to be considered.

But underlying this response at the time that I
drafted the referendum which the Board elected to support was
the premise that safety had to be number one. We had been
pursuing the enhancements to this plant on the »remise it would
~e the safest operating plant that human resources could
possibly give to the country and to the NRC. So safety was an
underlying factor, and I think that the Chairman both of the

Nuclear Regulatory Commission and the President of our Board

states it very well very early. You cannot have an economical
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plant tlat isn’t safe, because tne reliability of that plant
arA ite safety .s fundamen:al to any economic principle that
coulid possibly exist.

And I think that in the course of the future
dirsction, those who want to close the plant have an initiative
on the ballot which is either one way or the other. And from
what the Board has presented to the people and the ratepayers
is sort of a corral, if you will =-=- Ann raises horses, Ann
Taylor == and I think the word "corral" is very good, by
corralling the thoughts and ideas in the fuel recycling period
that lies ahead, the 18 months that lies ahead, that we can
prove that Rancho Seco truly operates and assure the ratepayers
that it’s operating (a) safely and (b) reliably, which is
economically beneficial to those .atepayers.

So that basically is the position that I would like
to leave with you, that I think I would totally subscribe to
the views of Mr. Wilcox that he gave you in his opening
statement. I think they present very well the viewpoints that
I have as a Board member and certainly would be committed to
continue in the days ahead.

CHAIRMAN ZECH: Thank you very much.

MR. WILCOX: Chairman Zech, at this time, I would
like to ask Director Taylor for her comments.

CHAIRMAN ZECH: Yes, please.

MS. TAYLOR: Chairman Zech and Commissioners, the
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recognition of safety first has been emphasized by the
Operational Readiness Review Committee on the first page of
their report. Their first requirement is to, and I quote,
"ensure plant safety during and following restart."

The report continues on page 3 with the following:
"Rancho Seco’s process did not allow inconsistencies with
safety impact to get through."

Mr. Solomon Levy, a distinguished member of the
American Nuclear Society, a member of the oversight comnmittee
for four nuclear power plants and who has published more than
50 technical papers, was assigned the review of the following
areas of safety: cable separation, engineering action plan,
and quality vertical audit. As a member of the Operational
Readiness Review Committee, Mr. Levy joined his fellow
committee members in concluding that Rancho Seco is ready for
safe restart.

Reliability is the key to safety. If you will refer
to the report, "Future Plant Capacity Factor Engineering
Assessments," dated February 24, 1988, I am sure you will
concur that the corrective action should ensure better
capacity, and with these plant improvements, capacity could
conceivably attain 72 to 84 percent. With that in mind, your
50 percent lower level is not an unattainable or exorbitant
figure.

Preventative maintenance program verification has
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been made, and programs and procedures are in place to provide
new policy and direction for the maintenance organization. The
voluntary shutdown during testing by Mr. Andognini further
points out the emphasis on safety first by management. There
is no 50ard comment on his shutdowns. They were accepted
willingly.

A management systems control program has been
initiated to place an emphasis on operating the plart safely
and providing it with the necessary support to run efficiently
and reliably.

I have continually supported the safe operation of
Rancho Seco, and on a personal note, when I thanked the Rancho
Seco employees for their participation in the Rancho Seco
efforts, I wrote, and I quote: "Please continue your efforts
to ensure a safe, reliable, and timely restart."

The Board will velcome any questions from this
Commission that will assure them that the Board is solidly
behind safety first, and the other issues are in a secondary
position.

CHAIRMAN ZECH: Thank you.

MR. WILCOX: Mr. Chairman, at this time I’d like to
apologize. One Board member was unable to attend; the Vice
President, Director Koehler, was unable to be here. I believe
he has called to express his opinions to you.

CHAIRMAN ZECH: He has indeed and I appreciate the
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also clearly states that if Rancho Seco was operated a:
capacity factor levels well above its historic levels that such
continued operation would be in the best financial interest of
the District’s consumers.

COMMISSIONER BERNTHAL: Excuse me, what exactly is
the historic level now? Anybody know?

MR. BYRNE: Mr. Andognini, can you give us the
historic levels?

MR. ANDOGNINI: Prior to the shutdown it was about 47
percent in December; since then it has obviously gone down and
it’s in the low 40’s.

COMMISSIONER BERNTHAL: Thank you.

MR. BYRNE: The SMUD Board of Directors, after
listening to its Advisory Cabinet, public incerest groups,
public bodies, Rancho Seco employees and interested
individuals, has made the policy decision to restart Rancho
Seco, 1f given the NRC approval, and to run the facility in
accordance with the Rancho Seco Utilization Ordinance.

I think it’s important that this Commission
understand that the General Manager does not find this decision
unreasonable. I can support this decision and I will support
it, and I will work diligently to accomplish safe and economic
operation of Rancho Seco and to carry ouvt the actions
contemplated in the Rancho Seco Utilization Ordinance.

It was mentioned earlier by President Wilcox that the
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CEO/Nuclear will report through the General Manager as of June.
I want you to know that I believe that information from the
CEO/Nuclear and his staff must flow directly to the Board
during that time as well as today. Boards cannot manage
nuclear power plants without firsthand information. I will
insure and I will insist that Ccurl has direct communication
with the Board at all times and a complete flow of any
information which he wants to bring to the Board. I would
expect that under any circumstance and any other condition.

I can also tell you that I don’t care what the issue
is or whether it’s a nuclear plant or anything else, safety
comes first to me. And it is in my power, and it will be in my
power, to operate this ranch safely, and I will under no
conditions permit anything to continue in operation, regardless
of what any ordinance says, if I believe that the nublic safety
is threatened.

That concluaes my remarks.

CHAIRMAN ZECH: All right, thank you very much.

MR. WILCOX: Mr. Chairman, that concludes our
prepared remarks. We would be happy to answer any questions
that the Commissicn may have.

CHATRMAN ZECH: Are we going to hear from Mr.
Andognini on the plant itself?

MR. WILCOX: Yes, sir.

CHAIRMAN ZECH: All right, fine. Before we do that,
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are there questions from my fellow Commissioners of the Board?

COMMISSIONER CARR: VYes, I’d like to ask one question
of the Board. You know in order to have a plant that runs
reliably and to give Mr. Andognini his chance to make whatever
quota you give him, the plant has got to be well maintained to
be reliable. My concern is that you’re not going to give the
operators a full deck to play with.

What I would like to hear from you 1s your commitment
to provide all the funds required over the next 18 months to
maintain the plant in a first class condition.

COMMISSIONER CARR: S8ir, that ~ommitment basically
was made not for the full 18 months., We adopt a budget a year
at a time. The 1988 budget has all been adopted. The monies
in that budget were all of the monies that Mr. Andognini asked
for: Mr. Andognini, the CEO/Nuclear, came to the Board with his
budget which encompassed not only the restart monies but also
the monies to operate for the entire year which encompassed a
great many modifications that he was going to start on. He has
that full budget; that was authorized in December of last year
and it’s still authorized all the way through this year.

MR. KEHOE: 1It was a five to nothing vote, wasn’t it?

MR. WILCOX: That’s correct. So the funds are there,
and they were there at his request. 1It’s his budget.

MS. TAYLOR: I think you’ve also seen with the

placing of the proposal on the ballot where we’re suggesting
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that we go to the next refueling outage with a 4 to 1 vote,
that commitment to continuing all funding until that time and
no ability to pull any funds back from that has been made, if
not in resolution, certainly in spirit by four Board members.

CHAIRMAN ZECH: Commissioner Bernthal?

COMMISSIONER BERNTHAL: Well, I’m just wondering.
Perhaps you can clarify for me then how this financial
commitment comports with =-- I haven’t been able to put my
fingers on it here, but the allegation, shall we say, that
we’ve received in the last day or two here by letter. And I'm
not going to say where because if I can find it here and quote
it I will. That somehow there will be a deferral of necessary
maintenance work for some period of time. Can you assure us
that is not the case? And, Mr. Andognini, are you satisfied
that all necessary safety, maintenance and rodifications as
well will be performed, as they would under any circumstance,
during this proposed 18-month period?

MR. ANDOGNINI: I can commit to you, Commissioner,
that the funds are there, and I can commit to you that we will
do what we intended to do whether it’s an 18-month cycle or an
18-year cycle -- put safety first and put in the modifications
that we have intended to do, regardless of how long the plant
operates.

COMMISSIONER BERNTHAL: And in your judgment there is

no modification, no maintenance work, that you would prefer to
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COMMISSIONER BERNTHAL: I take it that at least there
is one dissenting member of the Board, then.

MR. SMELOFF: Let me explain my position.

COMMISSIONER BERNTHAL: Your position was not clear
from your statement.

MR. SMELOFF: My position is that I followed -~ I
would recommend that the Board follow the recommendation of the
General Manager. Rancho Seco represents a substantial
financial risk for a utility the size of SMUD. 1In any
individual year it represents a $200 million risk; that’s the
difference between it running well and it not running at all.
We are not a large enough utility to bear that kind of risk.
Witness what has happened to this District over the past two
years where the plant has not been in overation and we have
been forced to raise ratepayers’ rates by 84 percent.

I supported the General Manager in his recommendation
for economic reasons. My recommendation to you was that the
voters of Sacramento will make a policy decision in June on
whether or not they want to rely on the Rancho Seco plant.

That was put on the ballot by the voters. We have now put on
an alternative proposal which sort of makes a month-by-month
commitment to the plant, and if it doesn’t meet certain
criteria it will be shut down automatically, and I think that
is not the kind of commitment that a nuclear plant requires.

It requires a long-term commitment.
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I do believe that it can be operated safely. I do
believe it can be governed by an elected board of directors. I
do believe that a municipal utility is qualified to run a
nuclear plant. I don’t think running Rancho Seco is in the
best economic interest of Sacramento.

COMMISSIONER BERNTHAL: But if you had your druthers
I take it then that you would prefer to see not an 18-month
commitment, but if it came to that, an indefinite commitment to
run the plant.

MR. SMELOFF: We should have made a commitment one
way or the other; a full commitment for the operation of the
plant throughout its license or until it’s no longer economic,
or made the decision to close the plant. I think an 18-month
commitment with sort of a month-by-month possibility that it
might be shut down is not the proper way to give direction to a
nuclear plant.

COMMISSIONER BERNTHAL: One other question. There
have been two separate study groups, advisory groups if you
will, that have rendered opinions, again not so much on the
safety element, but of course on the economic consideratinns,
which are only the concern of the Commission here insofar as
they may affect the safe operation of the plant.

Nevertheless, it concerns me that there have been two
separate advisory groups =-- one, the so-called QUEST group:

another, as I understand it, a standing advisory cabinet =-- an
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board. One worked through another general manager and his teanm
-- it was his team. He was authorized to put a team together
and go out and research this.

The other advisory cabinet was also put together and
appointed by the board to look at it, but from a little
different point of view =-- from the direct, at home point of
view, the community point of view, and that angle. Both of
them did that and both of them came back with somewhat
different opinions.

The general manager’s team was full of financial
experts and the utility experts. The other team was made up of
either former justices or justices and former legislators.

They were looking at what happens as a community, because we
have got to assess this not just as a nuclear power plant that
is operated in a vacuum but a nuclear plant that belongs to a
community and a nuclear power plant that is potentially an
asset or, depending on how you look at it, potentially a
liability to that community.

So we wanted to weigh all of those points of view and
weigh the impact of jobs and the potential impact of losing
jobs, the financial impact and the energy future of this
community.

After listening to all that testimony, that is when
the board had to make a policy decision and that is the reason

we came down to the peclicy decision that was made. Director

-
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Kehoe brought in an ordinance that has basically alloved us to
give some options to the community through this ordinance and
that is all we were attempting to do.

Our commitment, though, is once we decided to move
forward, our commitment, as it always has been, to operate the
plart very safely =-- this was not something that was a safety
issue -- this was =-- we all of the time realized that safety is
the first-most priority in the operaticn of this facility. We
were not trying to pair one of these advisory cabinets against
another. We were simply trying to gather as much information
as possible, so that when we made a decision, we would be able
to make a decision based on a great deal of facts, not a
decision based on one opinion by one group of people that may
have missed something.

COMMISSIONER BERNTHAL: So the board was comfortable
with the project, even though your advisory cabinet clearly was
not very comfortable with the process? 1Is that a fair
statement?

MS. TAYLOR: The advisory cabinet came at it from a
completely different perspective than the QUEST group and I
think that, one, you are looking at “rom one side of the coin
and the other, as Mr. Wilcox, from the other. How does it
affect our community itself and what do the loss of jobs and
what’s really the public opinion? And I den’t thinrk the public

opinion has yet to even come forward, but to judge by the
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hearings and the meetings that we had, there is tremendous
support out there for the plant in the community. -~

I think it was the board’s intention, one, that that
resource not be lost, and two, that we assure the community
that we woulc e a safe plant, because certainly from the
perspectives of all of those that spoke against the plant,
their concern was safety and our concern always has been
safety.

I mean, I live there; my children live there: my
grandchildren are going to live there. I am certainly not
going to do anything that is unsafe for that community. But I
think you have a lot of other things to weigh in -- just
whether or not we rate well with Standard & Poor’s and Moody'’s.

I think you have got to look at the jobs and the
attendant multipliers that go into the community and a loss of
a valuable resource, and there were other things that surfaced
after the QUEST report had been presenced to us that I think
were very important in how I made up my mind.

One was the figure used on escalation of fossil fuel,
all of which the MOU’s are based on. So from an economic
standpoint, the QUEST report was not the best economic
decision. Starting the plant up was the most economic
decision, and even b, Mr. Byrne’s discussion that if the plant
runs well, it is a far better economic decision for the

community and for SMUD.



10

11

12

13

14

15

1€

&

18

19

20

21

22

23

24

25

o4

What their concern was is how the plant was going to
run. The engineering report showing the increased capacity
availability projected figures was not available until after
the QUEST report was made, had no part of that QUEST report,
and I think that was something Mr. Andognini had ordered done
at the Rar.cho and when it came out it convinced me that, where
the QUEST repcrt looked at a 42 percent capacity and the
engineering study shows that there are other, much higher
attainabhle figures, that it would be fcolish not to try to
refuel it.

The other thing, from a safety impact, I think, is
the ability to use up that fuel in the 18 months instead of
having it sit out there until we could decommission in 2110 or
later. There is no surety when we can decommission that plant
and that fuel sitting out there would be more of a safety risk
not used up than it would be used up.

And I think a couple of th: other things that =-- the
depletion of the excess power that is available in Northern
Calitornia presently on which these MOUs were based ig going to
be gone in ten years, ard then what kind of a pssition economic
is the utility going to be in?

Mr. Byrne'’s assessment was purely on an economic
basis and if those ectnomics are a changing target, then we
need to look at how thuse figures change and how great an

impact that we have on us for tha future, and that is what I
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based my decision on.

MR. SMELOFF: Commissioner Bernthal, [erhaps let me
clavify a misperception. The advisory cabinet was a temporary
committee as well. Both of them were limited in tarm and
appointed for specific purposes. The QUEST team was authori. i
for the board of directors. The board last October decided
last October decided it wanted to seriously evaluate the
alternatives available to the district, so we commissioned and
paid some very top-notch people in resource planning,
engineering, transmission planning and took a hard economic
look at the alternatives to SMUD.

The recommendation was that the non-Rancho Seco
alternatives were roughly equivalent to a Rancho Seco running
at about a 62 percent capacity factor.

There were other qualitative criteria, including the
downside risk, which led the QUEST team to recommend to us that
the low risk approcach for the economics of the community was to
close the plant, and that is what led me to be the one
remaining director to support the recommendation of the
professional advisory group, the QUEST team, and the
recommendation of the gerneral manager.

COMMISSICNER BERNTHAL: Thank you very much.

MR. KEHOE: Let me add to the cunfusion by one more
point, and is to say that I did not think the two adv'sory

groups are conflicting in their final conclusions, bec.use, as
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say, would have to read as something of a requirement. You
have explained that it is not exactly that; nevertheless, there
i= a bit of a threshold there which the plant operators, plant
managers will be required to meet or something happens == and
that something I gather is that it would a vote of the board
then that would finally determine the continued operation of
the plant.

I have never objected personally, nor do I think that
the Commission has objected -~ I am not sure the Commission has
ever considered it as a formal matter =-- but I have rever
objected to setting down certain guidelines of performance for
nuclear power plants over relatively long periods of time, and
I think a number of state utility commissions and others are
doing that.

By a relatively long period of time, I do not mean 18
months, however. I think that we talked 3-5 years perhaps as
reascnable periods of time and as far as I am concerned, five
years is a bit longer and a bit better, because the you do not
get in a situation where you have people and managers with
their jobs depending on meeting a certain level of operation, a
certain capacity factor. That 13 the thing that concerns me
about what you have done here, and . would suggest that the
board in its directives to the extent that you are able now,
consistent with the action you have taken, get on the record

and make it very clear to the managers of the plant and to Mr.
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Andognini and others that they are to run that plant in a way -
they feel is consistent with public 1jealth and safety and in no
other way.

I don’t quite know how you undo the fact that that
proposition is r>w on the ballot, but I do want to make it very
clear that short .2rm capacity factor goals I think by and
iarge are not a good idea.

MR. ANDOGNINI: I think I can address that for you,
Commissioner.

At a public meeting on March 17th, I indicated
whether it was insubordination or not that I would not run
Rancho Seco any other way but safety and if I got direction
from the board to do that, I would not do it. Safety was
number one and there was no other way Rancho Seco was going to
run unless it ran safely.

That may be a perception that it is not in a positive
direction, but it is four consecutive months at a capacity less ™
than 50 percent. With the modifications that we’ve made, with
the programs that we have in place, with the training that
we’ve done, there is no doubt in my mind that we’ll not even
approach that.

MS. TAYLOR: And if there were some outside =--

CHAIRMAN ZECH: You mean you think you’ll do better?

MS. TAYLOR: Yes. If there were some outside

circumstances like, say, we have to =-
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MR. WILCOX: I hope so.

MS. TAYLOR: == where we would be required, say, by
your Commission to hold at a certain power level, that would be
the time that the board would say that there are extenuating
circumstances and we would then step and say, "This month
doesn’t count," so to speak. And I think that is important,
that it takes four-fifths of the board to do that, not just a
simple majority. I think that is important. It is important
for you all to know that the safety requirements will be met.

MR. SMELOFF: It takes four-fifths of the board to
overrule the permanent shutdown of the plant; that means two =
board members could close the plant down permanently if it did
not achieve a 50 percent capacity factor. )

COMMISSIONER BERNTHAL: That is my understanding and
I gather that’s the case. Wel.. okay, I would also be
interested and we will hear from our staff as to the physical
condition of the plant.

Having articulated my misgivings about this sort of
short term capacity factor goal, I will also say that my
understanding is that you have done quite an extraordinary job
there, Mr. Andognini, in updating, maintaining, repairing the
hardware and bring the plant’s physical condition at least up
to the point where it is not unreasonable to expect that you
will exceed your historic performance there if the Commission

should choose to grant you permission to operate.
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But I would certainly be interested in hearing the
comments from our Staff on that score.

I thank you very much.

MR. WILCOX: Mr. Commissioner, before we leave this,
the QUEST report, since you’ve had some concerns about it and
since there’s a lot of concerns about this ordinance, I think
the main points in both the QUEST report and the ordinance and
even the independent review committees, as a consequence, I
want to also emphasize, we did adopt the QUEST report, and we
did take major portions of it. You know, we signed the MOUs,
It’s not a question that we chose the Nuclear over the QUEST or
vice versa. We’re actually adopting both of them.

But the main thrust of both the QUEST effort and this
ordinance is to get us a timeframe to do what we really need to
do, and as Director Smeloff points out, I am very much in
support of, and that is to get this plant into a position where
it will have tremenuocusly stable, long-term management
direction, and the best way to do that, in my opinion, is to
move it into the hands of a more stable operating scenario.

And that’s really where the thrust of -- there’s a majority of
this Board that supports this. Director Byrne =-- or General
Manager Byrne was working on this in the QUEST effort. He'’s
still working on it. They are making progress, and I think
that’s, you know, that’s ulitmately where we need to be,

because then you can have five-year goals.
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We have a five-year goal now. Mr. Andognini has
prepared a five-year performance plan. And as you know, you’ve
seen them, I’'m sure, all of the modification work that will
continue to go on over the next five years to get the plant up
to the levels of excellence that we want it to obtain. But
that can best be done if it’s done uninterrupted, and the best
way you can obtain that uninterrupted scenario is to move this
facility into some other operation, and that’s really the
language that is so important in Director Kehoe’s ordinance,
because it will give us the ability to continue that effort and
get it done.

In the interim, we don’t =-- you know, if the
community had the money, then obviously the nicest thing to do
would be to shut down and stay shut down until we got that
completed. But we don’t have the financial rescurces to
continue a horrendously long shutdown with a plant that is
operationally ready to go, and we would like to be able to, you
know, take advantage of the best of all worlds. That’s what
we’re attempting to do.

And in the democratic process, there are certain
members of the Board that have every right and should object to
that, and I believe that'’s where Director Smeloff is coming
from. And a lot of his objections are very worthwhile.

But this is a democratic process. We do represent a

community, and the one thing that all of us want, whether it be
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Director Smeloff or any other of my colleagues, we will not
operate that plant unless it is safe. That is just not
something we are going to do.

Perhaps some of the wording in the ordinance is not
what it should be, but the main wording in that ordinance gives
us the ability to move that plant into a long-term, viable,
stable management scenario, and I think that is the important
feature that I think we must proceed with.

MS. TAYLOR: Thank you very much for inviting us to
come, though. We appreciate the ability to talk to you on a
one-to-one basis and to give you our assurances. I think that
it’s been helpful to us, and I hope it’s been helpful to you.

COMMISSIONER CARR: Could I ask one more questions,
Mr. Chairman?

CHAIRMAN ZECH: Yes, please. Go ahead.

COMMISSIONER CARR: I may have misunderstood, but it
sounded like there are two initiatives on the ballot; is that
right?

MR. WILCOX: That’s correct.

COMMISSIONER CARR: What happens if they come out
with a differant vote?

MR. WILCOX: You mean one votes to shut down and one

COMMISSIONER CARR: Well, one is reworded a little.

One is a yes-or-no, and the other one is with qualifications.
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MR. WILCOX: My understanding from the Legal Counsel
is that if both initiatives were to get a yes vote, then the
one that the District put on the ballot has the precedence.

COMMISSIONER CARR: All right. 1I’ll figure out what
that means later.

(Laughter.)

MR. KEHOE: Under California law, one is a
referendum, and one is an initiative. The referendum would
prevail on the highest vote.

CHAIRMAN ZECH: All right. Commissioner Rogers, do
you have any comments?

COMMISSIONER ROGERS: Well, just really rot to go
over ground many, many times, but I think that it is terribly
important that the Board understand that the primary
responsibility for the safety of that plant is yours, not the
NRC’s. We’re here to do the very best we can and to oversee
what you do, but if there is a decision required to shut the
plant down, it should come from you rather than from us. It
will come from us if necessary, but it should come from you.
And you have to be in that state of mind continually, and if
you are and if you pursue it, then perhaps =-- pursue that fully
== then perhaps you won’t have to shut it down. But you must
accept that responsibility. That’s the key to the whole thing,
that everything that we’re trying to achieve here through NRC

can only occur if the licensee really accepts the
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understand.

You have five directors, and you’re elected every two
years?

MS. TAYLOR: No, sir.

MR. WILCOX: Five directors. Two of us are elected -
- they’re broken into two-year =-- one group is elected =-- two
of us are elected on one set of four-year terms, and the other
three are elected on another set of four-year terms. So it’s
staggered.

COMMISSIONER ROBERTS: It is staggered.

MS. TAYLOR: Yes, sir.

COMMISSIONER ROBERTS: All five of you do not come up
for reelection at the same time.

MS. TAYLOR: No, sir.

COMMISSIONER ROBERTS: Thank you,

CHAIRMAN ZECH: 1I’d just like to ask a question first
of Mr. Smeloff.

Do you believe that the plant is safe to operate now?

MR. SMELOFF: From everything that I have heard from
the CEO/Nuclear, assuming that we complete the work on the TDI
diesels, it would be safe.

CHAIRMAN ZECH: All right. Thank you.

Well, let me just say, not to go on because I’ve had
a chance in my opening remarks to give you the thrust of my

thoughts, and my colleagues have also given you their views,
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which I think you’ll see is rather a consensus of our concern
about your ordinance and ballot issue, I would have preferred
that you at least would have emphasized safety on that ballot
issue. My feeling is that frankly the wording was perhaps not
as well thought out as it might have been.

Hearing your commitment to safety, all of you here
today, it seems to me that on that ballot issue you certainly
might have said something about safety and emphasizing that as
a primary thought. I think your community would understand
that, accept that, and frankly expect that.

You didn‘t do that. That gives this Commission a bit
of a concern about the judgment of the Board. That’s why we
wanted all of you to come here tocday, to see you, to talk tc
you, eyeball you, and let you know that this Commission treats
safety first, and we expect you to do the same.

Now you’re told us that. I can’t help but wonder why
you didn’t put that on the ballot. I think it would have made
a stronger ordinance myself. You didn’t do that.

We’ve heard your commitment to safety, and we accept
that. I just would say in summary that I hope you really
believe that a safe plant is a reliable plant, is an economic
plant. I hope you believe that.

With that, let’s go on. Mr. Andognini, are you next?

MR. ANDOGNINI: I have my staff prepared.

CHAIRMAN ZECH: All right. I thank the Board very
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much. I appreciate your being with us tcday.

CHAIRMAN ZECH: You may proceed.

MR. ANDOGNINI: Good morning, Mr. Chairman and
Commissioners. My name is Carl Andognini. I am Chief
Executive Officer, Nuclear, for the Sacramento Municipal
Utility District.

I am pleased tc be here to tocday to tell you that
Rancho Seco is ready for safe restart, subject to the
resolution of some remaining problems with the new emergency
diesel generators.

I have already committed to tae NRC staff, to Regicon
V, and I commit to you that we will not start Rancho Seco until
we are completely satisfied that the diesels are ready to
support safe plant operation.

Seated to my right is Joe Firlit, Assistant General
Manager, Nuclear Power Production. Joe is the site director at
Rancho Seco and will brief you on our major accomplishments
during our restart program and other matters bearing on the
current operational readiness of Rancho Seco.

To Joe’s right is Dan Keuter, Director of Nuclear
Operations and Maintenance. Dan will discuss the readiness of
our operation and maintenance department.

On the far left is Jim Shetler, Director of Systems
Review and Test Program. Jim will cover our extensive startup

and power ascension test programs that have been established as
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the final verification of the readiness of the plant, programs,
and pecple.

To the left of Mr. Wilcox is John Vinquist, Director
of Nuclear Quality. John is charged with the implementation of
our quality programs to support operation at Rancho Seco, and
ke will discuss those programs.

(Slide.)

While I have the SMUD organization chart before us, I
would like you to know the positions of the manager of
maintenance and the manager of radiation protection are still
filled by contract employees. We are actively recruiting to
fill these key positions. However, because the functions are
so critical, we are determined that the managers ultimately
hired shall have demonstrated their qualifications and
managerial skills.

(Slide.)

We have personal commitments from Dave Brock, our
current maintenance manager, and Bob Harris, our current
radiation projection manager, that they will stay at Rancho
Seco for a sufficient amount of time to permit a smooth
transition to the new managers.

I stated in October that Rancho Seco had progressed
to the point of knowing the actions required for a safe and
successful return to operation. I had four reservations that I

shared with you: (1) the closure of a significant amount of
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paperwork. This has been accomplished: (2) the timely
submittal of information to the NRC. All requisite information
has been submitted and we are not aware of any other open items
affecting restart the data from the emergency diesel
generators; (3) unknown problems that have been discovered
during our test program. At this stage, the only unknowns are
those that may arise during our power ascension program; (4)
needed attention towards our material management and storage
problems. These programs have been developed and are now being
implemented.

Today the Rancho Seco plant, the organization, the
procedures, the management systems and the people are ready to
return to criticality and we are fully prepared to accept the
responsibilities and challenges inherent with restart. I say
this with the utmost confidence, because I have been intimately
involved with the many things that have been accomplished over
the past two years. I would like Joe Firlit, Assistant General
Manager, Nuclear Power Production and the Site Director to
briefly summarize those accomplishments and the operational
readiness of Rancho Seco.

Joe?

MR. FIRLIT: Thank you, Carl, Commissioner Zech and
fellow Commissioners.

What I would like to do is talk about some major

accomplishments at Rancho Seco.

A
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The next three items deal with our radiological
program. We feel that we have significantly improved our
radioleogical operations in the plant. 1In fact, we have reduced
the contaminated area in the auxiliary building by 5000 square
feet. This represents a 40 percent reduction in the total
contaminated area of our plant.

We have installed state of the art equipment for
personnel radiation monitoring and we have maintained the
volume of low-level radiocactive waste below our plant goal. In
fact in 1987, we only generated 4200 cubic feet. The industry
average for PWR’s during that year was approximately 7000 and
you have to recall that we’re doing this during an outage.

(Slide.)

Let’s talk about programs. We have developed
departmental action plans for continuing plant improvements,
This provides a focused direction for our team and our goal of
achieving excellence. We have used the INPO Management
Observation Program. We have trained all the management team
all the way down to the first line supervisor on INPO'’s
Observation Program. The key issue here is it gets our people,
our managers out in the plant to observe the workers, to see
what they are doing and also to establish high standards of
performance.

We have developed site-wide integrated management

system programs. There are a lot of long term benefits
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associated with this., It provides the managers with additional
tools by which to manage, but it also allows the managers to
monitor the performance of their organization.

The next three statements deal with our QA program.
As a line manager, I feel that there has been a significant
improvement in our quality assurance program. Mr. Vinquist,
who you’ll hear from shortly, has staffed his organization with
multi-disciplines. He has people in his organization today
that have experience in operations, maintenance, health
physics, chemistry -- the whole works.

We feel that our audits today for the management team
are much more in depth. They are not paper audits. They are
valuable tools for the management team. We have completed over
170 quality surveillances in 1988 alone. Some of these were
initiated by QA. A good portion of those were initiated by the
management team. This is a significant improvement over our
past record.

We have initiated a quality control field inspection
program. We took your reccmmendation, Commissioner Bernthal,
and we visited the Clinton station.

(Slide.)

We have tailored this program after the Clinton

station and I can assure you that the program is well accepted

by our workers. The one thing it does =-- it provides instant

feedback to our workers out in the field, and it is working.
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We have implemented a plant improvement program to
upgrade the plant material condition. Our plant is starting to
look like a first class nuclear power plant. When Commissioner
Rogers visited us recently, he walked through the turbine
building. He saw the turbine deck that was completely
finished. The mezzanine portion was partially complete at that
time. Today we have the turbine deck completed, the mezzanine
floor completed, and we are now working at the ground level of
the turbine building.

In addition to that, we are starting to steam clean
the ceilings, the walls, the floors and the equipment in the
auxiliary building and we will completely paint the ceilings,
the walls and upgrade our equipment in terms of painting.

This has marked improvements in personnel morale. It
has alsc been an improvement in housekeeping. Workers are now
taking pride in working at Rancho Seco. We have developed and
implemented a preventative m .ntenance program. Today, of all
the work that we do, 25 percent of our work in the maintenance
area is on PMs. Our goal is to have that somewhere iround 50
percent.

We have developed and implemented a computerized
surveillance scheduling program to assure ourselves that we
have zero missed surveillances,

(Slide.)

The next two bullets deal with our procedures. We
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have upgraded all of our surveillance procedures for power
operations. We have also upgraded our emergency operating and
casualty procedures. We have added the human factors and we
have also colored enhanced them for ease of the operator.

We have also made a commitment that we will complete
and upgrade all of our procedures by the end of 1989.

We have implemented a hazardous material waste
program and this concludes the implementation of a chemical
control program at our plant.

(Slide.)

We have strengthened our industrial safety program.
We now require hard hats and safety glasses in our power block.
In addition to that, there is no smoking allowed in the power
block whatsocever.

We have maintained personnel radiation exposure below
our plant goal. Last year, in 1987, we had cumulatively 299
man rems of exposure. The industry average was around 385 man
rems. Again, let me remind you we did this during an outage,
when we had a lot of the systems open.

(Slide.)

we have developed an extensive power escalation
program for testing and enhancement of personnel training. I
feel that this demonstrates our commitment to safety. The
program is about six months. It provides adequate time for the

management team to evaluate the plant, the programs, and the
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group that are critical to the safety of our plant. B
CHAIRMAN ZECH: Wait a minute. Can you go back there
just a minute? How many have you completed there? -
MR. FIRLIT: 71 have been totally completed by Rancho
Seco.
CHAIRMAN ZECH: And 36 of those are considered key e
items?
MR. FIRLIT: And .5 are non-key.
CHAIRMAN 27 CH: Well, key items by who == by the
owners’ group or by you or by who?
MR. ANDOGNINI: The owners'’ group classifies them -

into two classes.

CHAIRMAN ZECH: Right, but that’s what you are
talking about here.

MR. ANDOGNINI: There are a total of 74, I believe,
of the 215 that are key items.

CHAIRMAN ZECH: By the owners’ group.

MR. ANDOGNINI: By the owners’ greup. What we have
done, we have our indeperdent review process that goes through
to determine whether they are safety-related or not.

CHAIRMAN ZECH: Right.

MR. ANDOGNINI: And put them on our long range
schedule. If they are safety-related we do them prior to
restart,

CHAIRMAN ZECH: You have completed 36, really, of
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those 71 items == B

MR. ANDOGNINI: Right.

CHAIRMAN ZECH: ==~ that the owners’ group puts in the
74 category up above, but you have completed 36 of those items .
that are considered key items

MR. FIRLIT: Yes, sir, that’s correct.

COMMISSIONER ROBERTS: Are you familiar with the
letter to us of March 17 from the Union of Concerned
Scientists?

MR. FIRLIT: Yes, sir -- where they indicated we have B
only completed two?

COMMISSIONER ROBERTS: Yes. Would you make a
response to that, even though there is another one in the
record for you?

MR. ANDOGNINI: Yes, we will. -

COMMISSIONER ROBERTS: Thank you.

MR. ANDOCNINI: We will provide the data in detail
that’s here.

CHAIRMAN ZECH: I think that’s good and I think it
should be done.

MR. ANDOGNINI: We will do and we will send copies of
that to you so you can see that we have responded.

CHAIRMAN ZECH: Fine. Thank you very much. Proceed.

MR, FIRLIT: We had also had a B&W owrners’ group

audit of what we have implemented to date and the results are
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MR. ANDOGNINI: What happens is the executiva
committee, which I am a member of, decided internally to set up
an audit team to go around to the utilities to determine how
effectively the utilities were implementing the B&W
recommendation, and a senior executive from a different utility
attended the audit while it was being conducted. For instance,
Mr. Campbell from Arkan-as came to Rancho Seco while the audit
was going on. The audit is in writing, and we’d be happy to
share a copy with you. Would you like a copy?

COMMISSIONER CARR: Please.

MR. FIRLIT: Mr. Shetler.

MR. SHETLER: Thank you, Jce.

Good merning, Mr. Chairman and Commissioners.

CHAIRMAN ZECH: Good morning.

MR. SHETLER: This morning I would like to review for
you the test program conducted at Rancho Seco. As we have
discussed befcre, we have formulated an integrated test progran
on our 33 select systems. The goals of this test program were
to perform component level testing, to verify hardware
performance, system level testing to verify functionality, and
plant level testing to verify proper system integration and
response,

In laying our out test program, three main phases of
testing were identified at cold, hot and power ascension

conditions. To date, all of our 163 special tests for cold
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shutdown and our 46 special tests for hot shutdown have been
performed and results approved.

We currently have 18 tests left to complete during
the power ascension program. These are above and beyond our
routine scheduled tests. As a result of this effort, component
and system operability has been verified.

The Rancho Seco team has outlined a very extensive
power ascension program. We currently intend to stay near zero
power for one week, to allow plant operators time to become
familiar with the approach to criticality. The plant power
level will then be raised to 25 percent for another one-week
hold to allow plant operator familiarity with low level power
operation.

At the end of this week, we will perform a planned
trip of the plant to verify post-trip response. We will also
perform the remote shutdown capability test »* this time.

From this point the plant will be iaised to 40
percent power for an eight-week hold to perform testing and
evaluation of plant and personnel performance. During this
hold we have also asked INPO to perform an assist visit to help
in this evaluation.

The power ascension program will then continue at a
minimum of five weeks at the various power levels noted on the
slide, with evaluation at each plateau.

In addition, another planned trip is scheduled for
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the 80 percent power plateau to verify plant response with
decay heat on the core.

Also, throughout this program, various other tests
will be performed, such as tuning of the iniegrated control
system. One area of concern that we have had was the fact that
the test group was a transition organization whose knowledge
from the test program needs to be retained for the long tern.

To assire this transition of knowledge, we have
established a permanent group of system engineers. This
organizatior is being staffed with key engineers rolled over
from the test group to the plant pe . formance department. This
will assure that the knowledge frocm the test program will be
transitioned to the long term Rancho Seco organization.

In summary, the Rancho Seco test program has achieved
its requirements and goals of assuring that the plant hardware
and systems function as designed and are ready to support safe
power operation.

Beyond that, the program has challenged the pecple,
procedures and programs. This has sometimes been painful, in
that we have had to sitop testing to resolve issues and
implement corrective action before continuing.

However, this has provided us a better organization
and improved programs for operation. As a result, we have
implemented what we believe is one of the most extensive

industry rertart test orograms. It has gained us an INPO Good
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Practice.

Lastly, we have assured that “he knowledge gained
from this test program will be transitioned to the long term
organization.

That concludes my formal remarks.

CHAIRMAN ZECH: Thank you very much.

MR. SHETLER: I would like now to introduce Dan
Keuter, the Director of Nuclear Operations and Maintenance, who
will discuss the operations and maintenance readiness for -
restart.

CHATIRMAN ZECH: Thank you. You may proceed.

MR. KEUTER: Good morning, Chairman and .
Commissioners.

First I would like to discuss the operations area ana ‘
start with operations organization and resource improvements.
The operations department is a stable organization with an
extrenely low turnover. All positions are filled with
permanent SMUD employees, except for a few temporary positions
filled by contractor personnel, mainly in the areas of B&W
experienced operations advisors and operations procedure
writers.

We are staffed for six-crew rotation, but are
currently on a five-crew rotation until we complete additiocnal
operation -- get additional operating experience. 1’d like to

point out that due to operator performance problems we have had
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in the field, we have placed two assistant shift supervisors on
each crew. One is dedicated to the control room, and one is
dedicated to the plant. This is unique for a single unit
utility, and it vastly improves our supervision in the field.

Additionally, we have increased the operational staff
support size, including on-shift clerks, in order to reduce the
administrative workload on our operating crews.

Next, in the area of operator training improvements,
I would like to point out that all of our operator training
programs, including our STA program, have been accredited by
INPO. We have completed 240 hours of simulator training per
licensed operator over the last two years.

This is about two to three times the industry
average. This simulator training has been evaluated personally
by management, including Joe Firlit, myself, and operations
manager Bill Kemper.

Additionally, it was ‘ndependently evaluated by INPO,
who had very positive comments about the operator performance
at the simulator.

We have also conducted over 400 hours of
modifications training per licensed operator. To ensure we
have hands-on experience for the new equipment, we have
repeated several important tests strictly for operator
training. These include such tests as hot functional testing

of our new emergency feedwater initiation control, and loss of
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power to our non-nuclear instruments and integrated control
systems.

I would like to point out that all of our licensed
operators have been successfully examined by the NRC in the
last two years, either through initial licensing classes or
retraining qualification programs.

Next I would like to cover the operations involvement
in special testing. We wanted to ensure that we not only
checked and tasted the equipment, but that we also checked out
and tested our people, procedures and programs. To ensure this
was accomplished, we developed detailed testing action plans to
address areas such as operator command and control of testing,
detailed tests and operating procedure reviews, detailed crew
brietings before tests and critiques of problems afterwards.

We did find problems, not only with equipment, but
also with the people and procedures. When we did, we s“opped,
we evaluated the _roblem, whether it be hardware or software,
and implemented corrective actions before we continued.

Qur operators gained valuable experience from their
involvement in the test progranm.

Next I would like to talk about improvements we have
made in the operator personnel themselvas. In order to address
not only the short range people problems identified in the test
program, but also the generic and long range concerns that we

developed in operations action plan specific to personnel
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concerns., Our goal was to reduce . ersonnel errors.

To ensure ownership of this plan by our first line
supervision, it was developed by the shift supervisors and
assistant shift supervisors themselves and reviewed by
management. 1t addresses the root causes of problems, both
specifically and generically, and implements actions to correct
them.

This plan is a long-range living document. It will
be used to address people problems we identify in the future.
In order tc address people and program problems before they
happen, we have also conducted a detailed operations department
self-evaluation. This evaluation was based on INPO performance
objectives and c: ria. The results of this program have been
incorporated into our operating programs.

We have also gone through an extensive program to
improve our operating procedures. We have upgraded all our
emergency operating and casualty procedures to ensure they
include all the latest technical information, plant
modifications, and human factor elements.

We have revised all of our operating =-- system
operating and plant operating procedures to incorporate all the
plant modifications that we have ccmpleted. All the operators
have beer trained on the procedure changes and revisions.

Additiorally, after start-up, we will continue to

upgrade our system and plant operating procedures to make them
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easier to use. This is part of a long-range program sitewide
that has been launched, a comprehensive sitewide program to
upgrade all procedures and programs and ensure that they are
integrated together.

Next we rave developed a special administrative
procedure to control the plant heat-up and power escalation.
It is an overall control and procedure that integrates all of
the normal operating procedures and test procedures.

It also has special hold points to ensure that we
take a slow and careful approach to power operation. It
requires special management reviews and approvals at specific
hold pcints to ensure the plant, the people, and the procedures
are ready for the next level.

The management approvals are shown on this slide,
along with the hold points,

Finally, I would like to assure you personally the
operators would not and will not hesitate to shut down the
plant, no matter what type of initiative is passed. Their
first concern, and the basis for their license, is safety is
first.

Next I would ike to address the maintenance area. I
would like to start with maintenance organization and
resources. We have organized the asnartment not only by the
disciplines of mechanical, electrical, and instrument and

centrol, but have also added a centralized planning and
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programs organization that is matrixed across the three
disciplines. This allows the discipline organization to
concentrate on supervising the workers and less on
administrative workloads.

It also helps to ensure that the administrative
responsibility, such as work plans, procedures, preventive
maintenance, are consistent across all disciplines.

Additionally, it supplies a level of checks and
balances within the maintenance department to ensure quality.

We have also reorganized and minimized layers of
management and therefore improved communications and
accountabilities of workers.

Lastly, we have added rescurces tov ensure we have
enough pecple to support our new programs.

Next, I would like to review improvements in
maintenance personnel themselves.

We have put together a maintenance personnel action
plan similar to the one developed in operations. It also is a
living document and is owned by the first line supervisors.
Some of the areas we have concentrated on are procedure
adherence, which we have made a condition of continued
employment. It includes pre-job briefings, crew turnovers, and
post-job critiques.

Also to ensure people are actually implementing

management expectations, we have implemented a formal
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management observation program that Joe talked about, which is
based on INPO observation progranm.

Additionally, we have developed a formal restart
qualification program to ensure personnel demonstrate that they
can conduct specific tasks as we heat up and go into power
operation.

As an added level of independence, quality control
not only reviews QC hold points when they are in the field, but
also observes and comments on work practices such as radiation
protection and safety as part of the quality field inspection
check list program.

As in other departments, we have made great
improvement in our training program and maintenance, both in
quality and quantity.

As shown on this slide, we have made significant
improvements in our programs, maintenance programs. I would
like to only discuss a few of these,.

All the maintenance programs have been totally
revised and upgraded based on INPO maintenance guideiines. We
have implemented a state-of-the-art computerized work control
program. We have significantly improved the quality department
involvement in maintenance work, including review of work
requests before starting work, during the work, and after work
is completed.

And finally, I would like to point out that we have
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conducted a maintenance self-evaluation. A special team of
plant, INPO, and industry personnel will be conducting a two-
week review of our plant starting the end of this month,
starting the end of April.

Next we have gone through an extensive program to
improve our preventive and predictive maintenance. Currently
20 percent of our total maintenance workload is preventive
maintenance. Our gcal is to increase this to 50 percent.

Our program is based on INPO and EPRI guidelines. It
prioritizes equipment based =~ and therefore the PMs on the
equipment, based on its effect on plant safety and plant
reliability. PMs on equipment important to safety are
currently on schedule and none of these are overdue.

As a final area, I would like to talk about
corrective maintenance and corrective maintenance backlog. Our
goal is to reduce and keep the corrective maintenance backlog
as low as possible. Currently we are working off approximately
250 work requests per week, and receiving approximately 200.

Today our current backlog, as of today, is 963.
Therefore, if we work off 250 per week, our backlog is less
than four weeks.

All the backlog remaining has been reviewed and
justified as not being needed for restart. None of these work
requests affect plant safety.

Also to ensure a full support of the operations
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department, and to ensure we can immediately address corrective
maintenance concerns as they come up, we have implemented a
full around-the-clock maintenance coverage.

(Slide.)

I’'d 1like to note that we have completed over 30,000
work requests over the last two years.

That concludes my presentation. I would like to
introduce John Vinquist, Director of Nuclear Quality.

CHAIRMAN ZECH: Thank you very much.

You may proceed.

MR. VINQUIST: Good morning, Mr. Chairmea and
Commissioners. My name is John Vinquist. I am the Director of
Nuclear Quality at Rancho Seco and I will discuss Quality at
the site and readiness of the nuclear quality organization to
support plant operations.

(Slide.)

Quality at Rancho Seco has been significantly
enhanced over the past two years. I am able to say that
quality is prevalent in the workplace at Rancho Seco, and hand
in hand with safety is top priority.

This quality has been created as a result of numerous
enhancements to the Quality program, but the major influence
has been the commitment to Quality that begins with Mr.
Andognini and carries down through to all Rancho Seco

personnel.
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The nuclear Quality organization necessary to support
plant operation is in place, independent and fully staffed with
qualified personnel representing many diverse and multi-
disciplined backgrounds, including health physics, maintenance,
engineering, chemistry and former SROs.

These backgrounds have enabled us to greatly enhance
the quality of our audits, surveillances, inspections and
engineering interfaces.

The Quality Assurance program for Rancho Seco was
thoroughly reviewed and totally rewritten by the district and
submitted to NRC staff. This program has been improved by the
staff and is now implemented at Rancho Seco.

Consistent with our Quality Assurance program, we
have developed and are implementing a Quality action plan that
provides for continued enhancements of nuclear Quality
activities over the next few years.

Like the other action plans you have heard about
today, the quality plan is a living document designed to ensure
continuved improvement to the quality program. The extent and
quality of our audits, surveillances and verifications have
improved significantly. Lessons learned from visits to other
plants such as Clinton station in Illinois were valuable in
achieving these improvements.

for example, we have established specific criteria to

define observations and findings similar to NRC deviations and
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violations. Responses to these must include specific
identification of the root cause and corrective action to fix
the problem and preclude recurrence.

Corrective actions are later verified by Quality to
be complete and effective. To assist in our efforts to verify
effectiveness and to ensure proper root cause determination, we
have implemented a trends analysis program to identify
conditions adverse of quality and as a result direct corrective
action requests to senior management for resolution.

Corrective action requests require a ten day response from the
assigned department and the resulting corrective actions are
again verified.

We have significantly increased the numbe> of Quality
surveillances. By the end of this month, in keeping with our
action plan goals of 60 surveillance per month, we will have
completed as many surveillances in 1988 as were completed
during the entire year of 1987. The significance of this
increase is that we are more involved in plant operations and
are no longer waiting for outside organizations to find
oroblems. We are finding the problems ourselves and ensuring
timely resolution.

Our vendor audit program has been significantly
strengthened by requiring all vendors on the improved suppliers
list to have an up-to-date programmatic and implementation

audit by the District prior to order placement, or source
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inspection performed during verification.

The Nuclear Quality organization at Rancho Seco is
involved in essentially all of the activities supporting
testing, startup and operation. This involvement has even been
expanded to include non-QA Class 1 activities where situations
warrant such involvement.

The structure of the Quality organization is well
defined, with single point accountability and responsibilities
assigned. The functions and expectations of quality assurance,
quality control, and quality engineering are well understood by
each respective group as well as the rest of the nuclea~
organization.

The direct reporting relationship with the Chief
Executive Officer provides the necessary independence to pernmit
the organization to function freely. Quality does have the
authority to stop work when situations warrant such measures.
Work is only continued when management, including Quality, is
satisfied that appropriate and effective corrective actions
have been put in place.

In summary, Rancho Seco is a quality plant. A strong
Quality organization is in place and has been armed with the
necessary programs, structures and authorities to ensure that
quality is maintained.

I would like now to return to Joe Firlit, who will

talk about site operational readiness.
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CHAIRMAN ZECH: Thank you very much. You may
proceed.

MR. FIRLIT: We have told you that our plant is
ready. We have told you that our programs are ready. Now we’d
like to tell you why our people are ready.

We have structured a new management team and we have
been working very effectively together for the past ten months.
We have experienced, seasoned managers at Rancho Seco who came
from plants throughout the United States.

We took the time to clearly define responsibilities
and today we have single point accountability. That is a
cultural change for Rancho Seco.

We have developed and implemented departmental
management plans for personnel readiness and we involved the
first line supervisors. We got their buy-in and we needed
their buy-in order for the whole team to be successful.

We have reduced the reliance on contractors. For
instance, in our engineering department at one time we had a
ratio of three contractors for every engineer in that
department. Today that ratio is less than 1.5:1.

We have implemented an extensive training program for
incorporating the INPO guidelines. 1In the area of maintenance
we have covered mechanical, I&C, and electrical, and in the I&C
area we have stressed the items and lessons learned from NUREG

1275,
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Training also includes chemistry, health physics and
operations.

We have increased our employee awareness for
radiation protection program, and that is being continuously
monitored by the management team and also the quality assurance
organization.

We have implemented what we feel is a very effective
employee fitness for duty program. We have demonstrated
quality performance of our personnel to the specific events.

(Slide.)

If you take a look at the next slide, I’d like talk
about the senior management experience. As you can see, we
have at least twelve years of nuclear power plant experience,
and if you look down that list, you will also note that five of
the seven management members at one time held a license.

(Slide.)

Moving on to the next slide, we have :veloped a
state of the art personnel qualification program that Dan
Keuter talked about. The purpose of that program was to allow
management to evaluate people at specific modes and also at
various power levels. The departments included in this progranm
are operations, maintenance, chemistry, rad protection, and
system test.

Each one of these power levels indicates specific

qualification tasks that have to be performed by each of these
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disciplines. There is also management assessment. The senior
management has to review and approve a change in mode or a
change in power.

We will utilize and continue to utilize the test
activities to gain experience and if we identify any
deficiencies we will stop the program and take the appropriate
action to correct the deficiencies.

In addition to the personnel qualification program,
we have developed departmental action plans addressing new
attitudes towards achieving excellence. I believe that safety
is the number one priority at Rancho Seco an¢ so do the other
teams members on our team.

The program stresses safety, and then quality, and
then schedule -- in that order. It stresses teamwork. Our
team today is much more self-critical. We are not defensive at
all. We want to do an excellent job. We are now in the mode
of saying "What if this doesn’t work, what could happen?"

Our supervisors are taking more responsibility for
their people. We are starting to look ahead and we are
planning ahead. We have a very professional team. The area
that I think has shown marked improvements in professionalism
is the control room activities. I can assure you from personal
observation that they are conducted in a professional manner.
The management team that you see around this table tcday has

personally witnessed many of the tests right from the control
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room so that we could observe the operators in action.

We also have a Quality program. This plan is a
living document developed by the supervisors and it is a buy-in
by our employees.

(Slide.)

With that, I’d like to turn it back over to Mr. Carl
Andognini for his concluding remarks.

CHAIRMAN ZECH: Thank you very much.

You may proceed.

MR. ANDOGNINI: Mr. Chairman and Commissioners, when
I was here last October, I told you that I would not start
Rancho Seco until I was completely satisfied that the plant was
ready for operation and the people were ready to operate it.

I am satisfied on both accounts.

At this point, let me say my statement does not mean
we have achieved perfection. We have not. But we are striving
for it. The plant has not operated for more than two years.
The people have not been faced with power operation for the
same period. That is the reason why I have instituted a very
conservative and extended power extension text program. We
need the experience.

In getting the experience, we will find some
weaknesses and we will fix them. That is the fundamental
objective of any test program. We learn and continue to

improve from our experiences.
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How do we know that the plant is ready? First, we
have conducted a very exhaustive problem identification
program. It was not limited to the December 26 incident but
went to all problems that have impacted or limited the
operation of Rancho Seco since 1974. It include rcot cause
analysis, so the proper corrective action could be taken to
prevent reoccurrence.

Second, we conducted numerous audits to assure that
the plant as it exists today meets the safety analysis made
when it was first licensed.

Third, we have completed an exhaustive pre-start test
program. We tested all the components that had been modified,
and then we tested the systems involved in the modification and
finally we conducted a comprehensive series of integrated
system tests.

I don’t know of any other plant in the circumstances
of Rancho Seco that has been subjected to a more rigorous test
program.

The result is that the plant is in better condition
than it has ever been to support safe operation. I am very
proud of what we have accomplished. Moreover, the fact is that
the plant is in topnotch condition and appearance has boosted
morale and pride.

How do we know that the people are ready?

First, we have put a sound organizational structure
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